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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, 5'h 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 26th February, 2016. The report stated that Shree Sai Industries Limited
imported lOOOMetric 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 submlsslons 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
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EXECUTIVE SUMMARY

The National Assembly, on 26thFebruary 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 201312014, 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 in2012 and 2016

only and it was therefore erroneous for it to have been listed among the companies that

imported sugar into the country in 201312014, without any factual basis.

The Speaker of the National Assembly issued a communication on 5th 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 20th 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 201312014.

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.
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I
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 in20l3l14.

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.
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1.0 PREFACE

1.1 Establishment and Mandate of the Committee

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

National Assembly Standing Orders.

2. 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.

3. 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.
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1.2 The Committee Membership

4. The Committee is comprised of the following members -

Chairperson
Hon. Moitalel Ole Kenta, MP

Narok North Constituency
Orange Democratic Party

Vice Chairperson
Hon. Godfrey Osotsi, MP

Nominated
Amani National Consress

Members

Hon. Maj. (Rtd.) John Waluke Koyi, MP

Sirisia Constituency

Jubilee Party

Hon. Paul Simba Arati, MP

Dagoretti North Constituency

Orange Democratic Party

Hon. Alois Lentoimaga, MP

Samburu North Constituency

Jubilee Party

Hon. (Dr.) James Murgor, MP

Keiyo North Constituency

Jubilee Party

Hon. Onesmas Kimani Ngunjiri, MP

Bahati Constituency

Jubilee Party

Hon. Francis Munyua Waititu, MP

Juja Constituency

Jubilee Party

Hon. Paul OdaloAbuor, MP

Rongo Constituency

Orange Democratic Party

Hon. Joseph Wathigo Manje, MP

Kajiado North Constituency

Jubilee Party

Hon. Johnson Manya Naicca, MP

Mumias West Constituency

Orange Democratic Party

Hon. George Theuri, MP

Embakasi West Constituency

Jubilee Party

Hon. Richard Onyonka, MP

Kitutu Chache South Constituency

Ford Kenya

Hon. Owen YaaBaya, MP

Kilifi North Constituency

Orange Democratic Party
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Hon. Hassan Oda Hulufo, MP

Isiolo North Constituency

Kenya Patriots PartY

Hon. Nelson Koech, MP

Belgut Constituency

Jubilee Party

Hon. Joshua Mbithi Mwalyo, MP

Masinga Constituency

Wiper Democratic Movement-KenYa

Hon. (Dr.) Daniel Kamuren Tuitoek, MP

Mogotio Constituency

Jubilee Party

Hon. Silvanus Onyiego Osoro, MP

South Mugirango ConstituencY

Kenya National Congress

Hon. Michael Thoya Kingi, MP

Magarini Constituency

Orange Democratic PartY

Hon. Nixon Kiprotich Korir, MP

Langata Constituency

Jubilee Party

Hon. Charles Ngusya Nguna, MP

Mwingi West Constituency

Wiper Democratic Movement

Hon. Jared Okello, MP

Nyando Constituency

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 II

Mr. Donald Manyala
Research Officer II

Ms. Jane Serem
Audio Officer
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2.0 INTRODUCTION

6. 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'h

February, 2016 (see Appenclix III).

7. 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.

8. paragraph 90(e) of the report of the Departmental Committee on Agriculture,

Livestock & Cooperatives states that M/s Shree Sai Industries Limited imported

lOOOMetric Tonnes of sugar into the country in 201312014 without a permit from

Kenya Sugar Board.

g. 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.

10. 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



I l. 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.

l2.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 18th December,

2018 as to whether it had imported l000MT of sugar in the period of 20l3l20l4.The

Kenya Revenue Authority wrote back to the Petitioner vide a letter dated 2l't January

2019 which stated that the Kenya Revenue Authority had reviewed its records and that

the petitioner had imported sugar into the country in2012 and in 2016, but not during

the period of 2013/2014.

13. The Speaker of the National Assembly presented the Petition (Appendix IV) on behalf

of the Petitioner pursuant to Standing Orders and thereafter referred the petition to the

Committee on Implementation.

14. The Speaker in his communication to the House on Thursday, 5th 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.

15. 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.

16. 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.

l7.To achieve its objective, the Committee on Implementation invited Shree Sai

Industries Ltd on 20'h 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.
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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,20th 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) 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.

b) 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.

c) 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.

d) 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.

e) 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 201312014, without the

required permit from Kenya Sugar Board'

0 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 201312014.

g) Through a letter, Reference CUS/HQ/I, dated 2l't January 2019, the Kenya

Revenue Authority confirmed that the petitioner did not import sugar into the

country in20l3l14 (see ApPendk V).

h) The Company thereafter wrote a letter dated 29th January ,2019 to the Honourable

Speaker of the National Assembly and petitioned Parliament on l4th March,2}lg

requesting that their name be expunged from the report on the crisis facing the

sugar industry in the country.
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19. The company imported l000MT of sugar in 2012 from Uganda and l48MT of sugar

from Egyptin20l6. 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.

20. 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 in2013l14.

21. 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.

22.1Vhile 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.

23.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.
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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) M/s Shree Sai Industries Limited was listed as one of the companies that had

imported sugar into the country in the period of 201312014 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;

b) 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 20l3l2Ol4 and the circumstances under which the

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

c) 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;

d) Based on the submission by Kenya Revenue Authority vide a letter dated 2l't

January, 2019, M/s Shree Sai Industries Limited did not import sugar during the

period of 201312014 as alleged in the Report of the Departmental Committee on

Agriculture, Livestock and Cooperatives; and

e) 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 oJ-/at lL.r.Date

Hon. Moitalel Ole Kenta, MP
Chairne Committee on Imp
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MIIYUTES OF THE I6TH SITTING OF THE COMMITTEE ON
IMPLEMENTATION HELD ON WEDNESDAY, lsr JULY, 2020, IN THE sTH
FLOOR COMMITTEE ROOM, CONTINENTAL HOUSE, PARLIAMENT
BUILDINGS, AT 2.30 PM.

PRESENT

l. The Hon. Moitalel Ole Kenta, MP - Chairperson
2. The Hon. Godfrey Osotsi, MP - Vice Chairperson
3. The Hon. Alois Musa Lentoimaga, M['
4. The Hon. George Theuri, MP
5. The Hon. (Dr.) James Kipkosgei Murgor, MP
6. The Hon. Johnson Manya Naicca, MP
7. The Hon. Joseph Wathigo Manje, MP
8. The Hon. Charles Ngusya Nguna, MP
9. The Hon. (Dr.) Daniel Kamurcn Tuitoek, MP
10. The Hon. Hassan Oda Hulufo, MP

I l. The Hon. Jared Okello, MP
12. The Hon. Joshua Mbithi Mwalyo, MP
13. The Hon. Owen Yaa Baya, MP

APOLOGIES

l. The Hon. Richard Onyonka, MP
2. The Hon. Francis Munyua Waititu, MP
3. The Hon. Maj. (Rtd.) John Waluke Koyi, MP
4. The Hon. Onesmas KimaniNgunjiri, MP

5. The Hon. Paul Simba Arati, MP
6. The Hon. GeneraliNixon Kiprotich K.orir, MP
7. The Hon. Michael Kingi, MP
8. The Hon. Nelson Koech, MP
9. The Hon. Paul Odalo Abuor, MP
10. The Hon. Silvanus Osoro, MP

IN-ATTEIYDANCE

COMMITTEE SECRETARIAT

L Ms. Tracy Chebet

2. Mr. Abdirahman Hassan

3. Mr. Peter Mwaura
4. Ms. Jane Serem

5. Ms. Zeinab Wario

First Clerk Assistant/Lead Clerk
Second Clerk Assistant

Senior Legal Counsel

Audio Officer I
Sergeant-at-Arms
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MIN. NO.N NCOU202O/782 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.N NCOA2020|79: CONFIRMATION
MINUTES

OF

The following Minutes were confirmed: -
l. The Minutes of the llth sitting held on Thursday,4th June 2020, were confirmed

as atrue 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 l2th Sitting held on wednesday, l'lth 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 l3th Sitting held on Thursday, lSth June 2020, were confirmed
as atrue 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/COA2020 I 80 z MATTERS ARISING
There were no matters that arose from the Minutes of the previous Sittings.

MIN. NO.NA/COA2020 181 z 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 UtaliiCollege in Kilifi County.

However, the Principal Secretary for Tourism vide a letter Ref: MOT/lll4ll dated
3Oth 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
l6th July, 2020.
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MIN. NO.NA/COA2020 182 z ADOPTION OF THE
REPORT ON THE PETITION
BY SHRED 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;

2. Neither the contents of the Report, minutes of the proceedings of the

investigation, nor the annexures oi the Report mentioned that the company

imported sugar in 201312014 and the circumstances under which the

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

3. 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;

4. Based on the submission by Keny'a Revenue Authority through a letter dated

2lst January,2019, Reference CUS/HQ/1, Shree Sai lndustries 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

5. 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.
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Com mittee Recom mendations

The Committee having reviewed the said report and considered the evidence received
recommends that-

l) 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.N NCOU2020183: 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 Deveropment 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.N NCOI(20Z0/84: ADJOTTRNMENT

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

Date.

4
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MINUTES OF I'IIE 2ND SITTING OF THE COMMITTEE ON
IMPLEMENTATIoN HELD oN THI_rRSDAv, 20r[ FEBRUARv, 2020, IN
Tm 9rH FLooR SMALL BoARDRooM, HARAMBEE sACCo eLAZA,
PARLIAMENT BUILDINGS, AT 12.00 I'Nl.

PRESENT

l. 'fhe Hon. Moitalel Ole Kenta, l{P - Chnirperson
2. The Hon. Godfrey Osotsi, N,lP - Vice Chairperson
3. The Hon. Richard Onyonka, MP
4. The Hon. Alois Musa Lentoimaga, MP

5. The Hon. George Theuri, MP
6. The Hon. (Dr.) James Kiplcosgei Murgor, MP
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MIN. NO.NNCOU2020|01: 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 inforrned 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.N NCOll2020l08: CONFIRMATION OF
MINUTES

The agenda item was deferred.

MIN. NO.NNCOL12020/09: MEETING WITH SHREE SAr
INDUSTRIES LIMITED

Ms. Bina Patel frorn Shree Sai Industries Lirnited appeared before the Committee and
appraised the Mernbers on her Petition regarding reconsideration of the Report by the
Departmental Cornmittee on Agriculture, Livestock and Cooperatives on the crisis
facing the sugar industry in Kenya. She informed the Members as follows; THAT

Shree Sai Industries Lirnited 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 ernployees.

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 tlre Departmental Committee on Agriculture, Livestock and
Cooperatives on the crisis facing the sttgar industry, which was adopted by the House
in 2015.

The petitioner informed the Committee that following the adverse findings and
recommendations contained in tlie said Report, the company has been denied import
licence for year 201 9.

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 201 3l2}l4.

Shree Sai Industries Lirnited wrote to the Kenya Revenue Authority (KRA) in
December 201 8 and sought for clarification as to whether the company imported 1000
MT of sugar in the period of 201312014.
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The company received a response fiorn ltRA vide a letter dated 2lotJanuary 2019 that
confirmed that M/S Shree Sai lndustries l-irnitect did not irnport sugar during the
period of 2013/2014.

The Company thereafter wrote a letter datecl 29tl'January 2019 to the Honourable
Speaker of the National Assernbly, petitionecl Parliament on l4th 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 l000MT of sugar in 2012, from Uganda and 148 MT of sugar
from Egypt in 2016. The company thus imporred sugar only twice in the company's
history.

Shree Sai Industry Limited was never charged with any irnportation irregularities in
the company's history and lrad not used another company's name to irnports sugar.

The Petitioner reiterated that slre 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 w:ls erroneously included in the list of companies
that imported sugar in2013/14.

Ms. Bina Patel f'urther informed the Conrmittee that the company \vas not invited or
given any opportunity to be heard by thc' then Departmental Cornmittee on
Agriculture, despite being adversely nrentiorred in the said report.

The company during their submission presented the following documents: -

i. A letter from KRA stating that Shree Sai lndustries did not imporl sugar
during the 201 312014 period; arrd

ii. Sugar Import permits for the cornpan)/ for 2012 and 2016 frorn the Sugar
Directorate.

The Petitioner thus prayed THAT

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

ii. Parliament expunges the name of thc Petitioner from the Report by the

Departmental Committee orr 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/COA2020|I0z ADJOURNMENT
There being no other business, the meeting was adjourned at five rninutes to one

o'clock.

Sign....... ,",-?>-i.lr*bs t'1,2*. 2o
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PREFA.CE

Mr. Speaker Sir,

Arising ficm a petiiion by western Developmerit initiaiir,ie Association oi-r
the ir-nminent collapse of sugar industr-y in V,/estei'n Kenya, the Comrr,ittee
rvhile investigating into the issues raiseci in the petiticn, undertooi.t to
samPle investigations into the status of sugar inciustry in Keny,b..with a viev,
to finding a lasting solution and mak!19 recommendaticg, 

*io 
salrzage the

industry and save the Ioss to be incuri'ecl by o,.,er six miltion iugJr.unu
farmers across the country if the industry vuas to collapse. .t.' 

't 
..., -

02. Terrns of Reference for the Committee

ct.

IT{TRODU

(i) lnvestigate and inquire inio tl-re:cur.r-u,ti'stutu of the sugar
industry in the country; '..r'' 

r:''.,,:: '".;.i.

sugar imports and

by Mumias Sugar

has, among othei'
dustry; and
lry

j ': i

c3 ental committee on Agriculture, Livestock and Co operatives
pursuant to provisions of Stai-rding crcier 216 (5). under the
Standing order 216 (5) the committee is mandated to:-

(a) investigate, inquire into, and report on ail matters relating to tiie
mandaie. managentent. activities, ac:ninisiration, operaiions ani
esiimates oi the assigned Minisiries and' o,epartntents;

(b) study the Programnle and policy ob.iectives of the Ministrie.;
and oepariments and the effectivenes_r of tt'te in-tplementaticn;

(c) siucly and rev,iev,, all legi-clatiori re{errea ir: it;

a=gr@+os6'*.1syE i"ffin5 ,:E=a@'ffiE,,--*=::=:_jrff55_j.:_=__jL==:r=:5!=i!==tr5gs:=i_=yc4 r ::j;1:

i:r l'.e:ri,:i 
d): I , .

.'\,j--)\ /' i.,, i. \.))-
'-'" i.L'' :

: The-'De'patt;n
': 

-l- 
t:. .,

ir'est5'blislred. !.s
':.-.-ti)''ti'.'.-.'i'
;:iprovl'5lonS oi

1:+



(iv), Fisheries Ceveloprrrent,
(r) Co-cperaiives cjevelopment, ancJ

(vi) Producticn and marketing.

c.t Uncier the above Mirristries, the Comrnittee cove15 the folicr.uing subjecis;

(i)

(ii)
(iii)
(i")

Agricultr-:re poiicy;
\/etei'i r-:a i'y pol i cy
Fisheries policy
Cooperative societies

Menrbership

08
....,.

The Committee ccmprises the following Membei.s:-'

1. Tlre Hon. Aclai-, ,t4ohameci Nooru, Iv,l:F. -
:..
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...-, ".. 
:i'. 

ji
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6. The Hon. Francis Munyua',Waititu, M.p.
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(iv)
(")
(vi)

Fisheries Cevelopment,
Co-operati ves cjevelopilent, a ncj
Production anc' marketing.
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(i)
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OB

Membership
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Mr. Speaker, .,,, 
'i,i,. 

""t;:''t 

- '''t','

.,:.:1 'i;i-, t,.:,

0.9 This Report was consicjereci at'leng_th D.r1-the Committee in a retreat at
r..: .j;i. 'rl..

Windsor Colf and Country:Gl-ub''i'n."Nair:cibi in 6th and 7th Marclr ,2015 anci
ti'' 'r: 'ii;i''

the resolution to adoptlithis.'ReDort was reached unanimously in a meeting
' lil ",',,, 'i.;,

attended by a nrajor:ii.1):pf rhe, j',4embers of the Committee Members. lt is
.:,. .;.: ,::: |:,

our hope that this R.gpoi't v,rili guide and inform the House on the status of
1. .. '.j, :::

Sugar industrY. "'. ",.,r,..1 
'

1.... .i:.
'i.. ::"

: ..

The, Commitiee wishes to sincerely ihank ihe Offices of the Speaker and the
'' .i .. ,,:, .

Cl,er:k.of tiit Xt5tional Assembly for the support and services extended to the
.. t.i ':;.... "",1.:l:... t 

.

,,' Mei'iibeis''to enable the Cominittee conrpleie this i-eport smoothlr,r.

(

l"'arn grateful foi'the,\4en-rbers of the Comnritiee rvhose support enabied

ihe Committee to accompiish this task. Speciai thanks to the secretar-iat fcrr

their suppoi-i ai ail iiiles.

Cn behaif of the Coini'ni'riee, I nori, irave i'ite l-rcnoL!i- 3nd pleasr-ire ii:

Di'eseri'i il-:is Repcri to l-icuse ior con.sidelailcn arrd aciopticir,

ir: iii-';:1,1
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CHAPTER 1

i.c c\rERVlP\vJ cF THE sucAR rNDUsrRy rN l(Er!\,A

H i storical Pei-spective

titt

Sugar- cane was first introduced in Kenva in Ba2 w,ith the firsl sugar factc;i-v
beiirg set up at Mirryani near Kisumu in 1922. Laier in 1927,,i.:'ano"tnu, sugar
factor)z was sei up at Ramisi in the coast province, tne a?ea where the
current l(rvale li-rier-national Sugar is lccaied 

,.,.,.,,

After independence. the covernment of Kenya moved.ib expbnd sugar-
through investments in sugar cane gro'wing scliemes and esiablishrnent of
more new sugar factories. These include Muhorioni Sugar Factory (M5F) iir
1966. Chemelil Sugar Factorli (csF) in 1968, j\.ziumias sugar company (Msc)in 1973. Nzoia Sugar conrpany (NSC) in 1gl:B.tnd stuth irlyanza sugar

Cane Production, Quality and Supply 
'',..

\

10

12

1')t)_
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The total area uqdqr..cane in-, the country presently is 2o3,73o Ha,
comprising 189.3gg t-la,beiqp.ging to out-growers and 14,340 Ha Nucleus
Estates (land ouin_edll'ease( by mills to grovr cane). There are 300,00O car,e
farrners, 4,5OA oi,#-hich'ate large scale.

'i ..
'i , ;:. ;i

]1",.,.:"'ity,*of c,rqne as measured by pol o/o cane averages 12 cornpared
13'5b7o,in the\region. Pol o/o of cane dropped from a weighted average of

,,, 11:1 6-.''in:,2d12 to 1l.oB in 2011 due to cane harvested beiow 13 months.; 
fbruogr,"there was an impi-ovement in fibre o/ocane, from I7.rB to r;r.or
during the period.

The ave.age yield per Ha in Kenya is 60.5,\4T compared to the global
average of 63MT. Columbia produces 115 MT per Ha. Total cane s,-rpplieci
ioi'processing by mills in 2013 vras 6,764,200 MT compared to 5,842,g30
MT in 2A12, representing a 15.27o/o increase.



Nl.ills Performance anci Contribution to CDP

Tocjav, Keirira iras eieiien (11) operationai sugar mills in the colrnti-y, 1to be

commissioneci in l(.rr,iale (Kwale lnternational Sugar-Company,) wirile 2 mills

(Muhoroni arrd Mir,;ani) are under i'eceivership. Ttre i'l sugar faciories have

an annuai production capacity of about 500,00OMT of sugar against the

annual dcmesiic requii'ements of 8OO,000MT, running a deficit of

r5

i6

1B

19

20

produce 1,350,000 ,\zrT to make. r surplus producer.a

(

'',lmproved fronr Tonnes Caneflonnes Sugar (TCITS) oi 11.6,l in 2012 io

l;1.29 in 2A13. Tlre Factory Time Efficienc-rz (FTE) improveci from 75.650/oin

2012io /9.98o/o in 2013. The Overall Time Efficiency (OTE) also rose fi'om

50 .27 o/o ro 54 .13a/o. (An ne;t V/)

Sugai'car:e and Sugai- Pi'ices

21 5ug.:r'cane prices cr',;p-peci from an avei'a8e oi Ksh

be:qinirir-r;? of ?li-tl3 io l(sh 3,476/Ni-[- at ii"r:r er'rc of ihu','ear
3,75SllviTai il-re

ln ?aj I? or,..;-nill



sugar prlces avei'aged Ksh 4,499 cornpared i'c Ksh 4.911 in 2012. Wholesaie
sugar prices ranged'fi'om Ksh 4,loo to l,..sh 5,BCo (mean Ksh 4,754) per 50-
kg bag in 20i3 coi-npared io Ksh 4,200 io Ksh 7,BoO (rnean Ksh 5160) pe;-
50-kg bag in 2012

Cost of Production

22' The average cost of prociucing one ton of cane in Kenya is USE 22.5 r,.rhile
ihat of the regions is as lov", as USD 13 per ton. The -avefage cost of
producing a ton of sugar in l(enya is USD 870 (or USD 700 exclqsive of
iinance charges) compared io usD 350 in l/ralar^yi arrd U5D a;oo in Zambia,
St'r'zazilanci and Egypt and in UsD 450 in sudan. 'l.he cost of .production in
Brazil is USD 300, up from usD 270 three year.5.ago. ' 

.

National Sugar Consumption .,,., ' .,:

., ;

23

Sugar lrnports and exports 't

l-he average annual consunrption.ofi,sugar in'Kenya, in the last six yeais
(beiraieen 2oo8 and 2ol3), is appioxl;na-tsly 787,320 metric tons. Dur-ing
that period local sugar productioh;,'un-.,orntud to 3,.[73,850 MT r,,.,hile
imports amounted to i,27'r':o2g Mr Kenya exported a total of 63,585MT
during the period. - 

,i

,.,i.

)

24' ln 2ol3' a total',of.'237,640 meti-ic tons of sugar were imported into the
country, which con.rpares closely with 238,590 MT imported in 2012. Out

. of the;.,-rlo[]il imports, 44o/o constituted Brorvn/Mill White for- direct
conit'imptig'n' wh'ile the balance was refined r,vhite sugar meant for

, 
,,[r'rynotrilng' lmporrs from rhe coMESA region were 1o6,Bt0 MT, which

.' r€presents!'45o/o of iotal imports. The EAC supplied only 4,82o MT. which' r'Epresenls2o/ooitotal imports. The Ar.rerage CIF Mombasa landed price
for.sugar in 2Ol3 was Ksh. 63,675/^AT, which is about Ksh 3,950 per 5O_kg
bug.

25 Between the y,ears 2006 and 2012, Mumias su-qar Company is said to r-rtsve
exporied unknor,rin quantity of sr.igar rc a number of countries in Africa
among thern Democraiic Republic of Congo, Ethiopia. R,,vanda, Sosthei-n
Sudan, Uga.da and in Eu'ope exporis \.4/e.e made to ltall, and tire Lil(. l-ne



t'

amount of sugar is unknoi,^vn cjue ic the faci that i-ecot'ds avaiied io tire
Cornmittee 

"\'y,MSC 
anci KP.A vat'ir in Torrnage.(Annex ii & lll)

CCMESA Safeguards

26. Ken;ra has since 2OO2 been on COI\4E5A safegr-iarcls to e

measures to inlprove coir^rpetitilieness of its sugar inc'ustr.y:

ble it iake

The inltiai

safeguarc period of one yeer \^/a5 e><tencied by anothei' a foui--

28. ' ,:Thb,.Kenya Sugar lnciusli'y has the pctential to genei-ate up to i2O M\rXzof
'qiectriciti, ior export to the Nafiorral grid witl-rout i-i-rajor invesiments.

Hou,evei-, it i-s only hriumias 5ugar Company thai has divested into enei'gy

pi'odiiction and is currently generaiing -?Sh,'tW out cf v,rhich 26 tr4W is

e>lpcrte.l.! io ihe national grid. -[he rest of the factories generate electricity
for tiieii'ov/n use but cio noi e>lpcri'i to the nationai grid.

::r i..li:,, a

(



Farmers Problems

29. The problems facing CEi're farmers are acute arrd need a muliiiuie oi
mitigation measures to institute a radicai siriii ii-r respect of industrl, i:oiic,y
and legislative aciion to tame the trend of farrning cane from collapse.

30 The scenario is fv,ro-prongeci v.,,ith the cane i'ai-rnei', on one hand pi'cciucilrg
the raw matei-iai and on the other harrd, the sugar- miliers who have reiri:i
to lrold the view'that sugar farming is a business ori their part and not io
the farnrei's. At the same time reforms in tlre sugar sub-seqtor have been
very slow. This has given room for scrupulous busihelsmen/vuori-re n
engaging into inrpoi'ts and e><ports that ruin the local farmet at;theend.

31 The problems oi sugar sector reflect serious policy flavus:arrd inadequacies i;-r

the relevarrt legislations governing the sugar sub-sector. it ,ir.a pointer of a

selective implementation and lack of errforcemeni of t'he existing legislaiici't.
that is, the Sugar Act (2001). ,

Mr. Speal<er, 5ir,

3iL. Between the months of 5eptem'be'i'?Ol3"efc August 2O14, the Comnrittee
collected and collated vierais from, tfe' Sugarcane Millers and other
stakeholders deliberating'qn"!he'i:ssues raisedin committee sitiings both
within and outside ParlLnrenti'The tommittee also received memoranda
from associations of lugarcan.eiu]'-.rr. Some of the Millers, interest parties
and other stakeholciersrthe !e.mmittee met irrclude the industry regulator -

Kenya Sugar Board:,,(KSB), Mumias sugar company (Msc), Nzoia sugar
Company (NSC), '$19st:,Kenya Sugar Faciory (WKsF), Butali Sugar l,4ills
(BSM), N.ational';,..,Environment Management Authority (NEMA), the
lnspectqr- 6qneral "of Police, (lC) the Kenya Ports Authorit;r (KPA). the
Commiiiioner-.C,,Fheral (CC) of the Kenya Revenue Authority (KRA), Kenya
Bureitl of :Std'hdards (KEBS), the Director 6eneral (DC) of the Nationai. .., ..jil., , :

,,,"lnt'blf i$eq-cg+Service (Nl5), former Managing Director (MD)Mumias sugar
'':,;i Cpn.rPegV, the Cabinet Secretary National Treasury, Cabinet Secreiary for

,Agriculture, Livestock and Fisheries, and, Western Developmeni lnitiative
Asrpciation (WEDIA).

,-.Y \ 1tl 
" 
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/
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il.i:oort of the Dar)artrn.intai icn::riiils: cr: Agiiculriri-e, LivesLock ::rir,r llo-i;iici aii'.''is on ihe Cris!s Facir,g the Sugai-lniiusi:.r, Faep, 1,5
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2.C EVIDENCE AND SUBMISSIONS FROM SUCAR CCMPANIES AND CTHER

WITN EsSE5

2.1 5ubmissions by Western Development lnitiatirie Association fiX/EDIA)

33. Appeai'ing befcre the Cornmittee on l6th October,2013, \,\/j,?..,]1 made tire

foiiowing sul.,missions: .i.iii:i,,, ..i

''lii,. il i:'

(a) WEDIA ,.vas registereci as an association ji'i':t20,10_..''and that ii
represents development irrterests of ,rgu,.run! fu,lni.iir,r u'nd oiher'

sectors in \X/estern Kenya; 'i''. "" 
';i''' i1

,,;'ttt 
tt;'.' 

-,r, i;'ir':r:".

:. ... ,::..

(b) lt vyas among the first entities to.,.rai5e"r,tl1e isiu,g of cane poachiirg

and was also at the fore-front in stopping"nihQ.;,attempted disposal of

land belonging to defunct Busiai5ugqi CornpJny (BSC);
. :.1, iii.: ':i,,

(c) 5ugarcane poaching ,,,,"u...t"d";u6'...Yi+ tn" year 2OOO after the
-.'t1 

,:-:!f Y:.::.

establishment of ButaJ!.'Sutq; Mi,!ls,i,1'Kakamega County-
't"""tl'. "-"'' ':'rj

(d) Sugar factories i.1,'\Xliiigr,h Ke-rtya, including Mumias Sugar Company,

Nzoia 5ugar,CoilnunV ao$ Butali 5ugar Mills, have signed contracts

wiih their ca*rie'fa;m.qis except West Kerrya 5ugar Factory;

i.i. 
i:,', 

'i..
(e)-l-o-date, r',,..."W.n1i1,:,!!gnya 5ugar Factory does not have any single

contracted ffiareane farmer but has since inception been buyiilg

ca.,e'',,fr,)m farmers contracted b), other millers, hence promoting
. . riZr :r h i 'i'd.. ::-'i

.. ", 'i' (il \,r.i: *unru Sugar Factory does not have cane development
',,.. .., tpr],ogralnmes for farmers but lrarvests cane from farmei's in Western

CHAPTEII 2

=,|(en),'a. The factory has continued to buy cane fronr Busia Sugar Zone

(contracied bit Mumias Sugar Coniitanfi, Nzoia Sugar Zone and

Butali Sr-rgar lr4ills farnrers even rvherr tirey (West Kenya) have rro

coi-iiracied farnrei's in tlrose zoiles;

(g) \)liest Ken.,,6 has gone ahead to ccnsiruct a r.r,,,eignbridge ai Tarigal<ona

atiea in Busia Count..,, rn;liei'e ell the poa:checl cane is collected foi

ii-airspori;:iion to the faciory in K.akame-qa County;

i;i iiun: ;
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I

/.,

(h)The prestnce of rhe i,veighbricige n.:i le,i rc., ciisputes anci coafiicts
amonB tne surrouncJing local conrmui'rities/nrillers and at one pcint a

iracior rranspoi-ting sugarcane for lizoia Sugar Company vras burni
and six iricicr-s belonging io West Kenya impounded by Nzoia Sugar
Compan1,l

(i) Ken5,6 5ugar Board has ailovued \xlest Kenya to operate in wi:stern
Kenya despiie the company failing to honour the iicence issueci to it
to constrr-ict a factory in Kimilili area of Bungoma Couni;z way back
in 2OO8;

(j) Kenya Sugar Board gave west l(er',ya a two-year reprreve urrcier
questiorrable circumstances even after failing to corlstruct a factorv in
Kirniiili arrC continued harvestirrg cane fronr ii'armers contracted by
other factories; : 1' '

't
(k) ln some cases, cane is harvestdd,.by dg

Factory witirout ihe consent'of thu orinur.
,..i,

entf of West Kenya 5ugar

5.

2.2 Submissions by Management of Mumias Sqgar Cornpany (MSC)

;i,* ., ..,,..,.

34. Appearing before the Committee on'29th Cctober, 2Ol3 the then Managing
Direct'or of Mumias Sugar Company, Mr. Peter Kebati, submitted as follows;

(a) MSC was estdblished 40 years ago and is the largest sugarproducer'

iir. Kenya and' is currently an integrated factory with installed
.:

. capacity gf 27o,0oo MT sugar plant, 3BMw co-generation prant,

22 million - litre Ethanol Distiilery anci 15 million - litre water
. +.

Bbttling Plant;

)

.:.,i

:,
,(b) The ccmpany is iisted on the Nairobi Stock Exchange and there are

over 145,000 shareholders including Kenyan investors and the

Covernment of Kenya which holds a 20o/o stake in the Coi-npany,

pays appro>rimately H..shs. 2.5 billion in taxes and ren'rits Kshs.

500,0c0 million to the Sugar Development Furrc (5DF) annurally:

Repunof the Departnr':rlal C(rr:i;rrriLe:: o:i/.gncultu:'e, Liuestci:l: ?ltiikr-(ti
iir Xeny,a / i

;!

!r
t-

!r:ii:tii;.is ai: ihe Cr-isis F:rcing tlte Suqar ii:ilu:;i:-;

z-.).,I i!+l\ :i:-l<)z
--t+7

l\

?;, ce. 'l'::.;

ai'; \r;:. I i
l=i{', i', !.0'
ij
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(c) MSC supports a populaticln of 2 million people directl), and over 5

nrillion irrdirectly and the Con-rpanir iias a r.,.;orllioi-ce of 1,896

Dermanent emplo,vees and 40,000 seasonai a;tcj coittracted

workers;

(d) The Company operates an Outgrowers Can

within Kakarnega. Bun.qoma, Busia and

spends o\/er Kshs 2.8 billion to prov

preparaticr-r, fertilizer/input supply, exte,l:j

and iranspor-i to over ll0,000 farmers;ri 'r..., :,:; ', ':
i't . '' 

.',:, '
,.s. ..ii,

;.li.,jiil.ii - '.i :i. 'i...,..

MSC signs cane iarnring contracts:,,,wi$"'ihg: fai'met's comrnitting
''t-''!'1 ':''-":i

t. i. rlrl-.

them to supplli their cane to-iiM5( to'enable recovery oi'vuhai the
.j,,i,. .ii\ .ti-

, ''i 
:ll:' 'ir

CompanrT has investg'dj,,.. iL."u'q.in?, development expenses to
,;:i' "':,i,..i:'* ,,..-.:,
-rl :l-

contracteci fa rmgrs; ....,''t,ra,.,,.'''1,,,,..,.,.#
''i- ,.-., 'ili,

1... :,i. ,l:i,
.tr 4'.! -i.r .. :. !.,.

It45C appreciates fair. competition in the sector and wanis emergingI I ti .l-.. ,:l:

.-1.'... ti:. :::'

issues to.be''Sddiesped..as a policy intervention to t'esiore sanity and
:,J. -.i.

. - ",,. .. ',.,... I
fair praci!g,eil'in the industry;

'':. -i,-.-- t,..i.il
j" r"!r'i . ".:1. ':..;i'i'

;;. ':.,lhere is no iair conrpetition in the sugar sector arrd unless the
',:..

' : .:.. .

enier:ging issues ai'e addi-es;eci fi'om both poiicy an'C legislaiive
.t i: 'i.

;f1,'6.nts, then the industry is headed for collapse a5 rightfully

.:.r i:.i. observed by the Petitioners. There is urgent need to resicre sanity

and the i-ule of lavu in the industry.

2-.3 Subinissions by Nzoia Sugai'Company (NSC)

Aopearing L;efoi-e tire Comi'niitee on 5th f..loireilber' 20.i3, the MarlacqinB

Directoi'foi' Nzoi.:i 5ugar Corlpany, ma,ie the following subnritsioil5;

e Develolrtlent Schenre
.ri

)tava counlres ano
, :-i ir.:r '1..

ide jer:riites for: land
r::j.r:.. :,,r-+ L tl

,.-1-:1. . :1.,. r:.i,.
'i .on suppcrt ilal-vestillS.. :.

fp\

fL\
l',,

(8) ,r':.,

' j'.

l

(



I

(a) NsC r'.,as established in 19-i5 uircir:i' ihe compan-v's Act cap z+Bo of
the La'.n'rs oi Kenya with ihe Covernment as ihe majority shareholder
ovrning 98o/o shares while Fives Call Babcock (FCB) and lncjustrial
De,.,elopment Barrk ovrning the remaining;

(b) Nsc serves over 5z.o0o farrners in tlre larger Bungoma, Kakarnega.
Lugari. anci Malava Disiricts;

(c) NSc procuces sugar and supports cane production through the
provi5i91-1 of extension serr.,ices to farmers thr'b,ugh extensive
Cornpany l\ucleus Esiate covei-ing j6O0ha; ..r- , ,',' i..

(d) Nsc provides cane cievelcpment services: jncluding'- supply of
fertilizei's and protrisioir cf extension service.s:;to' out-grovuer- cane
farmers contracieci b,v it; .. :. .,.. .+

(e) l{/est Kenya was poaching car,re.,j.1om :.farihgrji contracteci by Nzoia
Sugar, Mumias Sugar and Butjli 5uga; faci'ories;

ti'l'' 
'i: 

r

(f)There vrere inciiviciua[s,,*ting'as cane poaching brokers basecj at
various poinis within.:Buniqma'and Busia Counties;

.l:rjj.
(g) NSC sensitizes farffieii'on obiigations of signed contracts with thern

and other millers,,and C.-anlpaigns against cane poaching;
..., . i- r1 .. ;j

(h) ln 2OOB; ,NSC.ruit:un'ul.,ri-poaching unit comprising of NSC and the
Kenya Police,Cificei-s that used to monitor cane poaching and later
in"'zoro un-'rjd''hoc committee of the Board was set up to helpir'l:- ";ar. ':''-

.r:,, 'mEila89 c:fe poaching v,ihich w,as at an all time high;
.- i:'' ,(iDSC ,had instituted Court proceedings against West Kenya Sugar

: i:; "*'Falt6ries (wKSF) in 2o12 on the matter of cane poaching; and
:. '::

(j)NSC has not been able to pa), farmers in good time due to lor,a., sales
as a result of a ciepressed sugar market;

(k) NSC has lobbied the governinent not to allovy cheap sugar into the
ccruntry as it negativelv affects sales, payment to farmer-s and other
oLriigations.

\
)

7



{

36

2.4 Subnrissions from Butali Sugai- Mr!lls (B-(M)

Appearing befol'e the Conrmittee on 5tt' Novembei'20.l-1, tl-'e l',lanagittg

Direcior for BSM submitted as follor,,.,s:-

(a) BSM v.ras founded in 20i0 by Sugarpovr'er Consultirrg r,',lrich is a consuliancy

firm in engineering aftei securing a license to build a sugar mill frorn Kenya

Sugar Board (KSB). The firm has brairches in inciia, Syria. Mq1-'i!tius, Kenya,

Tanzania and Uganda v.ras not' aware cf any poaching 
"f.,.00,1,-q 

ahc no legai

action had been instituteci against it in regard to cane paeshinS;ir*,'+
i' '" 

"' 
-'j:i 

'

::..

(b) Kenya Sugar Board shcuid come up '"vith i'e-eulatio-i',r:,i,-i 1i,speugi conti-actual

obligations on tl-re parts of contracted iar-mers anb re'splctiveinillers;

,,.. 
rr',i., 'iil :.*-- 

' *,.i,.

(c) The creation of too many v;eighbridges hadiconir-iEtttld to cane poaching;
.,f,:,:l'i'i:.i..r.-''r:;.,,,,.,"'4';;'

l.i. i.tl.. '...:,r

(d)West Kenya Sugar Company puy..s',p'r*'e,,luaittgr. seven days-
:,.,.' sc.- .;ii:. 'i: ,i';r

r.,,1:1:.;-, 'li:, .*.

(e) BSC received funding fro4,r'"t<gn'i;'q.Suga'f'Board foi' construction of weigh

bridges and cane devel-qp-me4,L1i 
'';ii

i.:- -"i:,. '.. ...

(f) 2.5 Submissions,by,lKepyu iiigii Board (KsB)
't.ii,,.. ' t,rj,,. t -,t,,,,,,r..f

''. .-i. 'r,.

(g) Appearing befoi;e,r1l-re.(ommittee on 7th No'rember,2013 and 2Bth March
'''. .i::-. '11:::j':

2014, the,rKenya Su$afrBoarci made the following submissions:

lll'.'. 'il . "i

(i.r) i.,ig'Wui1gituqiitiita UV an ACt of Parliament, the Sugar Act oi 2001, witir

, iiiErniii'n f$ncticn of regulating and faciliiating gi'owth cf tire sugar industrr,i
'f . '.i., . t.r 

=..

,,, in:r, rlte' 'io.u'n ry. The 5ugar Act 2OOl is subject for repeal vrith the
i. ..:..

i

AFFA.'aci,20l3;

(i) i(SB is charged v,ritlr the role cf derreloping regulations io guide the sugar

sub-sector and tire issuaiice of licences to import or expcrt su,gar and sugar'

by-proCucis ancJ inanages jciirtly'.,riii'h tlre KRA a;-ry resti-ictions orr irnporti

anci e>ri:orts of sugar anri sugai- by-nr-oCucts;

(J) KSB aiso licerrces the establishirieni of sugai'i-i-rills ai-icj ,Jefines.zones v.,iih

i,., ir i cn therT c 1-'91';:i3 I

==i.t=:i!=4aE-!==.i:Ij!.a=::S:=i5:Eajg5:-=:gi'::.-#::Ilga:=!lsl::=!-::ig'i=:i==g=I-:rr:g==r:13E3:!!3:E'e3'l=sf=::{-i;::l-*:131!:=ry!E=:J

ir. !itr:1:r



(k) K5B identifieci West Keny,6 Sugar Facrori, as tiie nrain sugai-cane poachei- in
Westerrr i(en1,3 and had receiveci cornpiainis frorn neighbouring millei's;

(l) K5B identifieC l(enafric lndustries as one of tlre inanufacturers il-rat
i-epackage impoi-teci industrial sLrgar in locall), manufactureci branrjeci 5ugai-
packages for- sale as table sugar;

(m) KSB issues 'licenses for importation ancj the role cf ver:ifying qualitv,
quantities and values as specified in the K5B permit rests .w.ith KEBs and l.',RA
beforetheconsignmentsarereleasedintotlremarket;

.i.

(n)That KSB issueci the licence tc ir-nport l0,0OO MTs,of sugar in 2012 to MSC
and it was unprocedural fot' tlre Permit io have been used by.a Third Party,
Dant'es Peak Ltd since the permit v,ras non transferable;,'(Annex li)

: .:,

(o)UUhile it v,.,as the resolution oi the ivlinistries oi Agr.icjlture and Firrance to
allow millers to import sugar, there.w-eite: no lLlstifLble reasons for Iv4umias
Sugar Company to irnport the IQOOO MTs frorn Kenana 5ugar Corlpan,.,
from Suidan in 2012; 

..r:r,i' 
';.i . 

.:

.:,i "t' ,. 
''

(p) KSB was tracking some 14 containgrs lof imported sugar that had been
traced to Nairobi, a consignrnent 5f sugar where no documents for its
release couid be ite9"a. in' KRA and KPA yet KSB had not licenced its
importations. Each tcintdiner Grries 21-25 tones totalling to 3Ol,0O0 n-retric
tons for the l+.ggritain"rs,#fiith translates into 6020 (5OkS) bags worrh of
Kshs. 24 millioni. ' ', '-

)

(q)That K5ts heecis io be empowered with investigatory and prosecutorial
pov.rsr-5 indepeldent of Kenya Police and l(RA in ternrs of sugar imporis
and tiansit sugail

..,

r(r) lf there was sugar from India being tracled in the Ken1,3n nrarket, KSE

",1'dbi-rii..qted 
thai it had not licenced the importaiion of table sugarfrom lndia

in,the"last fir.ze ys6t.t; and

(s) KSB has weak surveillance capacitv and tlrerefore it cannot effectively
handle the issue of sugar smuggling through our porous borders; and KSii
had been iniormed that Rising -Star Commodities Ltd was repackaging
inrporied sugar in its go-dov'rns in l\4on-rbasa in Murnias Sugar Company
branded bags and seilirrg it as localiv nranufactured sugar.
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2.6 Subrnission by West [ren]a Sugar Factcry f+l/Ksir)

Appearing beiore tlie Co:nrnittee cn 5rh it,:i,ei'nber' 20.l3, tl-re Manag!ng

Director iol Wesi Kerrtra Si;gar i:actcr-y submitteci as iciicws:-

(a) West Kenya 5ugar Faciory vuas the secorrci iargest ly'tiller in Kenya and

lraci grov,,,n frcn-. 500 Tons Crushe,i Daily (TCD) in 1979 to its current

crushing capacity of 5O0O TCD and ernplo;;s 20O0. qoi'kers apai't

irom i rrcj i rect enr p loyment to irarvesters, loa der-s a nd:i,t[a n lpolters :

-,. 
',i.,:.- 

.0.., - 
.:.::..,

:.ii) i'.r,...._ r;.,;. '=1.::..

(b) Until 2OA5 \r"ri',€i-r tr-,e Kenya Sugar Boaic' iiceiseci'syfalj -iUgar Mill

Limiieo in contr-c.rversial circurnsia,,.u5,., ti,-e :iiierr eixisting miiler'.s

sourced cane fronr their clearlt, de,narcali.ai'iiro'nas"u'nd each nrillei-

u/as able to invest in cane deve[ppqeirt within their i-espectirte
,t.... 1i,. : r::'

ZOneS; ": ':r':'::';-- 
-::1:::'r'

''1;;'::"::'i'.' i",. ::'
..;i.. .,.,,. ,tr,

i:i:r ''l'1 '":i

(c) When Kenya Sugar Boar(r,.1iceri:s.,Ed';Butali Sugar Mill Limiteci and

supported its commissioffilip'thE rnrme of iree competition in a

liberalized market, c.ane(,zones we*E'hitherto respected;
. 

'*'t'i, 't'i "'l'
_..::.i^;.1;,=.1 

i i":.r e! !:'

(d)A rnillervrrlro bulrs cai.;e ii:.en'a farmer in.',n area presumed to belong
-: 1.:.r,']i . 

1-:.r t.:, 
. 

';

to another,''ifitlieii'cannol Oe deenred as either siealing or poaching
''i: :,'. ....:,

Cane; ',r,,.:, ,. ",,. 't:
' ..1 ,;; . i';: . . -, 

.1: ..ii.:; i .;,

' 
'i:- "

(e) The.Cane fdrnrer lras the right to -sell lris or her cane to a rniller of
'h,isrg.r hgr gjroice as guaranteed by article 40 of the Constitution and
,-t-jl i:.r--'.-i:,'r -. ar)r\l ..,L:-L .^^-iil.,. ;-,^^+- +!-^ f^.-^. ir iha ^rrrnor ^f,;.ttt€;..),u$9 I 'r\Lt zvwl, t/vlllLll )PCL|llc) tllol. tlrC: lcll llrLr rr \rrL vvvrrLr vr

-':rihe cane on his farm;
. "1:.1

.:1 
, . .:i

-t.

(f)':,West Kenya 5ugai' deniecj it rvas engaged in cane poaching activities

. '', 
and lrad taken legal aciion againsi the /r4inisirv oi'ngi-iculture and the

Ker-rya Sugar tsoard and Butali Surgar lr4ilis Llmited on the licensing cf

i'he miii against existii-iq la'.us and i'egulatioirs;

ig) Tl-ie sugai'cerre r-i'iirs ii-i rA/€si?iii Kenr,,a.i '.J/as occ.a5ioriecj b;, i5a licerrsiirg

cif Sutali Siigai'irziiils Lii'r-riie..4 ai-id the coi':rilei'lcenrent oi its op?rat!crr

ii-i 2Ai1, rvhicii l-ias ii-',creasr:C the i-iirinDer of i*:-iille-i's coil-rpeiir-rg ior-

il r:c r-i:a : i i'1,:l c? ti c,

:: i:...r":.



(h) wert Kenya Sugai- company pays fai-nrei-s afier seve. cays wrth
competitive prices anci it chargers them a ilat rate oi K.shs.390 pei- ton
irrespective of the distance r,t,ith the option cf the farmer using ov,rn
tran.sport; arrd

(i) VUesi Kenya 5ugar Company opei-ated with tlre involvement of local
communities, the provincial and County adn-rinis.tration arrd
champions the r-ights of farmers as regards correct tonnage, better
prices, prompt payments and efficient extension services.

2.7 Submission b1, the Former lvianaging Director MSC Dr",Evans.Kicier-o

37_ Appearing before ihe Conrmittee on 19rh h/rav 2014\ the Forrner Managing
Director ior Mumias Sugar company.Fad.g the,foliowi ng submissions: -

..r-.' 

t't 

,. It

(a)That between the years ^2oQr6, ahd,.2012 Msc exported sugar to
Etlriopia, Uganda, sqdqn, e._gnrocrgric Repubric of Congo (DRC) a.d
Rwanda and the EUiespeci"ii.ri rrirv and Unired Kingdom;

...,.'
(b) That he did .pot have any'documents to corroborate his submissions

but that, he ,believed.;the current management shoulcj furnish ihe
Committue *1in:the necessary documents available on the exports:

.: .1.

r.) Tff.t'.during ihis tenure at Msc, the company vras making good
prolits,'iigvln8 farmers in good time and even the value oi iis shares

. ,. 
'at the Nairobi Stock Exchange was reasonable

,..r,:,''i 
1 t,*''ir,""": ;..i.,,.';

z-a 5ufffii;ljeg by the Director Ceneral - National Environment Frlanagemenr
Authbrity (l!EMA)

38. Appearing beiore the Commiitee on 7th November, 2013, the L)irecior
Ceneral for NEMA made the follor,r.riirg subrnissions:

(a) That National Environment Marragement Authoi-ity (i.,lEMA), vras
establishecj under the Enr,,ii-cnmental lvrranagement arrcj Co-ordl nation
Act No. B of lggg (EMCA) as the principal ir-istrurnent cf

!g==I@ffi 'ffi ffi 3'r's%'-:i:.rc-,w-sffi @rq.-. Jtil:+,:i=I=:_.:g==€

i:t l(er:;a ' j .<?-;:. :lli* \i , -'..-..,,'' ,'ji,,,i:;"' Iil,i'lir'''
''' 'i '-1:-'>-"' -- ''1!. .. :i.\., ,r



Ccvernrneni {cr the irnplenaentation oi aii poiicie-s relating tcr

envi ron nieni;

(b)Thai ihe r,yas rnandated Authorit;r io e>lercise general supervision and

cooi-dination over ail rnatters relating to the environtnent anci to be

the principal inslrument oi iire Covernment of Ken1,3 in the

iniplementation of all oolicies relatinq to the enrrirorrinent;
.,,ri,.

(c) That the role of i'lE,\4A in the establishnient of

Tangakona in Busia County was ic- cool'di

en.;i ron rrenta I n1a naSemer'lt a ci' ivities u ndei'ia k

a \i!,e ighbridge at

i5!r.i. various

aSency,

2,9 S

3B

1', .t :'
i":i

.(a)'(nn vras establishecj by an Act of Parlianrent, Chapter 469 of the l-avrs

of l(en1r3, r,viriclr became effective on l't Jul'y 1995. was aware of the

presence of contraoand sugai' in ihe couri'try, which had seriously

ai'fected the locai inciustrt,,:

(Lr) KR.A \^/as a\J,iai'e \4unrias Sugai- Coi-:rpany inrpc-rr-iec tC,000 l''rrT ci

sugar in 20.i2 tiilci:gir a iiiirc par'fy calleo Danres Pu;k Limited arrC

::r l;ri:'.



that M'-rmias paid all t'he cjui,.r foi'li-re ccnsignmeni r.r.ii'ii6i', v,;os ciearecj
in 2013; (F^nnex iV)

(c) The comnrissioner-cenerai acjmitied that KI?.A did not have the
capacity to verify all containers of commocjities impcrrted but cjoes
rancjcrr, verificaiion and scannin3 of the cai-go befoi-e i-elease;

(d) The commissioner-cenerai was aware Mumias Sugbr con-,panv
exported sugar tc various couniries between 2A06 anci,20i.2 but vvas
not in a position to confir-m if the sugar had indeed left.tire country as
that woulci i-equire confirmation irom border offirers and cou'nt'er-parts
in countries of cie-<tinations:

(e) The Commissioner-Ceneral

countr-v then Mumias Suga

';the iugar nevei left the
dlty bounci io pay the'i

pted;

said if iirdeed
t- CompanrT,.'is

equivalent of Value Acided Tax"(VAT),.exerh.:-

iie|o'i ei tle iier:l:'lrrre:rtai Conin_'itiee on ,igi!cuiisie, L.:i,e:li(rii,. a::c

(0 KRA does not have i..Efiasiructure -.at all borders of our counti-y
especially in Eastern una North tu'siurn -n*" smuggling is rampani
but they have forry,ied:i,;3int ,.u"-, *',n ,n. o""ya porice Service and
the Kenya Sugar 

'Bourd"to'agldress 
the issue of iltegal sugar entering the

cou ntry, n r"!-u ieted,an gj uLj lta xed ;

::i 
t"i:, tti 'i: ' i'

(g) Sugar inrpoiis-in1p':Kenya is restricteci under the 2na Schecjule part B (1)
or the, rast Africin Community Customs lv{anagement Act of 2OO4

, rvh"er.E hr-lf import into Kenya rnust therefore first get approval frcm
i,1.,,...1|iunyg'*Sugar Board thrcugh a non-transferable Permit containing

...: ,....';i,,,.cie.i"--1,11s of the importer, tonnage, origin of sugar and other relevant
:1,:,. 

,;.t.;'de-tai'ls, 
information rryhich is used during clearance;

"""i, 't'

"i1h; The revenue or dut1, collected anci paid is determined by the type of
sugar whether ii is industrial oi- tabie sugar and also the origin oi the
sugar- Sugar from COMESA regioir are exemptecl from duty ra;hile
non-CCME5A sugar attracts iOOc,/o duty;

(i) KRa has cr-eate'C special uriiii t, acjdi-ess non-coinpliarrce with KSB
:;ijgar ir:-rport regulaticn; arici ;'i,-uas through such a r:irii that the case:

in iie;i,.':



of non-compiiance of the Mumias Sugar Coinparry suSai import of

10,000 IMT oi 20t2 was detected ieacing to a delaf irr cleai-ance;

(j) ln 20ll KRA noted increaseci impoi-iation of lndr,rsirial 5ugar fronl

Egypt as a result of ,arhich joii-''t investigations v,iere ccncucied that

revealed most of the said suga15 \/,/ere trans-shipments from Brazil'

Thereafter, KRA in consultation r,.vith KSB implemented restrictions

on lncjr-rstrial 5ugar imports from Egr,zpt by imposing 10o/o:dutr7 as is the

2.io

39

?_.ii

(b) KPA handled containers of suSar belongirrg to Mumias 5ugar

Cornpany rted through Dantes Peak Ltd;
.r.i:... 

l.

(g) KP,{,,,w!'W9, a total of 15 million shillings in denrurrage chai'ges that

. ',.u.ir.ged, Ciowing delay of clearance the cargo after atroinaiies were

, l;,,'';,iEt"Ctea by Kp.A and the interventions of Mumias Sugar Company
':. ':.1. '..:t rl.,

' ,.' 'un a{'cePteci;
., ;.

-(d) KpA works in collaboraiion with KRA and K5B in tnorritoring ilie flow'

oi sugar tiri'ough ihe Port.

Submissions by the !nspector Ceireral cf Police (lC)

': .: .-

40. Ai;pr-:ari1g befor-e tl-re Coi-rii'nitiee on 29tir April2Ci4, ilte lr-ispectcr 6eirerari

cf Pclic: rnacie the follc''r.'.rl;rg sul"i;-riissicits. -

i:: i'.t:;ii'a



(a) National Police Sei-vice \.,vas esiabiisheci b;, Aci of parliai-nent and
nrandated to enfoi-ce the lai,ir ,.r;hich inclucies surveillance cf all goods.
inciuding sugar, enteri;-rg or being lraded witirin but some bciders are
exrensive, porous an.J scrne ai-ea5 may ncr be manned;

(b)The l(enya Police 5ervice, ln-rrr:lgr-ation Department, Kr:nya Reryen'r-re

Authority, Kenya Ports Authority anci Kenya Airports A,uthority wor-k
together in manning the borders and to ensurethat th.e.necersail/ taxes

. .::'

(c) The Kenya Police esccrts all the transit goods including sugar and
ensure that KRA's rnain interest (tax) is paid'and ali other laws are
aciheredi-o; ' ',

(d)The Kenya police has rnanaged'to arrest and prosecute suspects in
sugar smuggling although oii'nn cburts release the suspects, especially
cases concerning sugar thiough: Kisrnayu and Kenya's boi-der with
Somalia; 

. ', .., . '')',... 1 ,,,',,i'

trr ';

(e) Legislation regulating ithu irgar. industry is very weak and there is need
i::1r

ior strengthening,it; '.;i

j- .,

(f) The Nationai"Police Service does not protect criminals and is not
avuaie of a Ware-house iir Mombasa that is protected by police where
even Ken.|a,Sugar Board personnel denied access to the premises but

r 'i'':prorn:iseqr.to investigate the matter folloraring complaints from the
.:_.

, 
Ptlncipal Secretary Departrnent of Agriculture and report to this

,_ 'Gommtttee;
:_

:'1g)The tC acknowieciged that some police Cfiicers had lost their lives
while tackling contrabartd sugar which somehow abets insecurity
terrorism in the countr,v since all entries are not ascertaineci that it is

5ugar;

(h)Tire lC acknowieaged that the capacity in terms cf resources is lacking
aI our borders and th.at iiiere is neeci to cievelop a pcrlicy'where a

ga.==s!=:=:a$'-: eE-ffiEE.?=-_E=*:Elg=+,.g1=Mag

Rr;,i;:i oiiit: Iiei;;ri:rrer:'.4! Con'Iniittee on.4;1i'icitiriri'e, i,ii,:iioi:i ari C.r

iir liel:.,r

\t'', I

)

'0 pe

,:
rativ:s or the Crisis Facing tlie Sugai- lirriustr.r Paae 2',' :'

| {i'\iii;t:''1
i i.?).'i -'

a,: i:



pariicular Officei' can ier\/e at a staticn for only three yea15 pel'

station;

(i) Officer's are regularly appi-aised on the requir-ed ciocumrentatiorr ior-

importation of any goods ir-r to the countty, horvever the Service \,ira5

dealing v,,,ith isolated cases of irrtegritrT anrong the Officers as and

w,hen they ai-ise;

(i)

(k)

(l)

(

m(

2,12

'(a) Kenlza Bureau of Stanciards (KEB5) vuas estai:lished in Jul;r 1974 under

cAp 496 of the lar,rrs cf Kenya. it offer-s several services incluciing

Stai-rciards cievelopment ai'ld l-rai"monizatir:;r. 1-estiirg, N4easui'emeni

(Calibrai'ion), Enfor-cenrent of standarcis. Pi'ccjuc'r insoection, ECucatiorr

arnci tra!nirrg ii-r 5iaridai-dizatiorr' f1/isil-'iisgr'; an<i coirici-i'r'liil'

AsEersi'iient, ly'ianagei-i-rerri 5,vstei':-is Cei'tiiication arrc.i Pi-od'lct

i.erii;'icatioi'r:

in iirn.;:.i

reau of Standards (f..EBS)

nrmittee on l4th lt/tay, 2Ol4 the Managing Director

dai'cis subrr:ittecj as iollor,',,: -



(b) KEBS analyse5 sugai'rnrpoi-is rr-ri-ninS into tire ccuniry on requesi anci

notification of ai-rival cf tlre saile by l(enir6 Poi'ts Authority and Kenya
Reirenue AuthoritY;

(c) Sirice 2012, seven consignmer:ts of sugar-had been recoir.rrnendecl for'

destruction by KEBs anci other governnrent agencies for non-
ccnformance to quality speciiications and l(EBs is arnong the stat'e

agencies chargecl with ciestr-uction of goods that cio rrpticonform to
the standard s;

(ci) KEBs was av/are of the impounding of a consigirm'Jhi of;u$ar that
had been imported by Mumias Sugar Conrpanl,'althougli.tfre f OF was

(e) KEBS was facing the challenge of derermirririg the importei's cf
industrial sugar meant for manui'actui,ing btit which was' being
repacked for domestic consumpi]on.a.gainst th€ regulations;

:iij:'* : 
'(f) K[Bs does not have up-,-to.qa1g equipments and infrastiucture for

analysis of various commodilie.s importeci and exported.KEBS also
lacks capacity for enfo-rtq.m€ni of-standarcis anci market surveillance
and therefore can'n'ot cope with'demands like single window and )4
hour operations at.the

,it,;: 
-' tt 

,,,. 

'1i',,,,,.

2.i3 5ubmissicns by."Marihgemeni

port{of clearance or entrv/exit.
,::

'dnci Board of Director-s for lr/rurnias 5ugar

Ccmpany

.: n i:';42. AppeaiinB..or.e,forre'"the Committee on 27th lvlay, 12th )une, lOtn July and l7*'
Jr-rly, 2Ol4i:th; Board of Directors of Mumias 5ugar Company submitted as

l follbws:',': .';
.i i - '-J

i.:) - t--J ::t.i :t' i;' (a)';'tfhe Board and management were aware that the Company exported
'::' sugar to several European and African countries between 2005 and

2012 and concerns that the sugar rfld1z nei have left the country and
that revenue in the fornr of VAT payable could have been lost;

(b)The Board and management were alsc av,ral-e that ceriain informaticl
regarding the exports ra,;as missing from the Cornpany's records anC

prornised to institute foi-ensic aurlit of all N4SC e,xports in vievu of ihe

:isll@-/=iG5:-r

P.er:irit of i:h: lrgirai:ni:nial Commitiee ei: .,:igiicult-,r; e, l,ii,c.;ioLk znd Cc tativls o:: tlre Cri::: 9:rclrtg r:!;s',:rglii l;rriu-;i:-y Paco.,lc,' I

i i !.r.i1 .
ii iii\\

ir: lie:i'.a
,/ t'-'s;,-- *
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'rt '.''\



fact thai iome of ihe l..ey nranagers hac since left ihe Companv and

'*rould i'epoi't the fiirdings to this Conri-rriiiee:

(c) The Company was in a crisis as a i-esuii of serioLis management siror-t

fallings arid the conrpany was unaL;le to meet its obligations inciuding

payment to farmers:

(ci)The Company wiis cn a resiructuring process to addi'ess serious

)e

managemerrt bottieneclcs and clisciplinarl, meesu;'es hd'd."'.been iaken

against sonre rnanagers following the finoings of the;.for,en:ib;,.audit crr.'j. "i '":

suSar imports anci other ntanagement -shci'ifalls: -::;"r, 
:'i',,liit',';.,,-.. t

i, 
't'ti:'. It'i ':"i

The Board airi managenreni rvei'e nci inv.-oir# .in ihe'rcjecisioi-r ic
impori the consignment of the 10,000 fr{ir of s.Ugarlfi''ZOi2 and tlrere

was an on-going Boarci invesiigation,.on ihe'same and undei'took io

sUbmit the cutconre of the investigdtig.lt5,i'oi,tiie Committee '.,riithin

iwo months. The Board had ,ai'ki!o.-.KP/Vrc I'o investigate into r,rrhose

accounts money from the imp..drts fiie-nt..{he final KPMC report would also

shed light on exactly ho._1pi mriichi mbLi.gt'arir loss MSC incurred through

fraudulent activities. 
. j:i*,::'. 

"';ii= "tr,u,,ri,lii
or:, 'i.",, t*i,,,,..

The preliminary ,flepq.ii':;l.gf' ther'Forensic Audit by KPMC on sugar

imports by tt1.g.,lompany'aguld not be released to the Conrmittee at
'- 

-'"'b 
i'here,ivere certain irarrsaction details that haci notthat stage becau j ... .,:: ,-\j;

been capl.u[gd'iig th-g i'eport and the Board undei'took tc subrnit the

repori in rwo,n -o-hths when those aspects had been addressed;
'!r. rl::,' '::.rt.::. 

i,,

The Bbqrd adinitted that it rvas having challenges froin neighbouring

Cor.np,a:1iefl* that had taken adr.rantage of delay in payments for
-. '.i: j.j ::!

sugaicane by MSC to poach cane from its contracted farmers.
' .in -t'

(0

(s)

(h) T:he Board admitied that ihere was massi\i e coriuption and lack of cleai'

inanagement direction in MSC in the past, to this eiieci some officei's haci

'.' been sent home pending investigation; and

(r) 1-he BoarC also affii-n-''ei that thei'e vreie refornrs going oir ai i'.45C io

clean the mess ancj also to recover the money iost. The company dicj nci

iraize an lilleiiiai Auoit Departrnei^,i and ti-:e Cir.rii'man prcniised to have a

ireiv depa i-tiiei-it recon siiiuiec' ;

iI Ir:e.:1:..-:



2.14

(r.t I s)

lubmissions by the Director Cenrral of the l{ationai lnteliigen.e Seruices

Appearing before the Committee ori 1Oth Juiy, 2O14. the Direcior Cenei-al of
i'.115 nracje the following submissicns: -

(a) That the i'unction of l.llS,,,i.,as io gatlrer intelligence and cornpile
reports on the same fol action by the relevant authorities;

(b)That NlS has no prosecutorial powers; 
i

(c) The sugar industry v,.,as crippied b), anrong other is5ues, high

cost of productioir and obsolere technology lrence Kenya vras a

very Iucrative market for the conimodity and'i'that has been a
catalyst for sugar smuggling in tiie C'ountry. :

The Commitiee expressed disappoiniment ovir'the. infortnation presented

by the Direcior Ceneral and informed"'him iha,t Kenyans had very high
expectations oi his office. Tllg''DC expressed his appreciation of the
Committee's need to deal with the sugar issue and requested that the
Committee details oui thE:":iitfo,rm6tion they required irom him and he
would respond vtithin t.wo

I

)

43

44

45.
'' ':' ir,

The Committee - atbeded to h
information as fol/6ws:--'i,''";'l'

(a) Provide iniorrt'atort on i/lega/ tugar importation, exportation and
smuggling;

', j,

,- "it ..:l

tr(b)'Froiide the name oi the lllegal importers and smugglers and
''i

'::.'.. 
"::;..i,,i.fi72ir local partners within and outside governrnent /nstituiions;'- ,i

. '(c) Provide information in the custody of National lnte/ligence Service
i ii any concerning smuggting of sugar into the Country through

Kismayu and along Ken;ya'r border w,ith Somalia;

(d)The namet of contpanies, iraders, dealers, iransoorters and anit
oiher persons lnvol,.,eci in ihe allegea tugar exports by /vtumi,:is

Sugar Conpanlt to re7ional cc'iniries and in particular owne,s ct

ts request and ouilined the required

F.er:.rirriiii: '.'ipa-tr;':nral Comriritiee oit Agiicuiiui:, i-.:r,:sr,.':!;:iliii Cl-co
tri i(e;iya

ves u!r il;r Crisi: irrcilg iire SuE;ar ir:dusii1, P

,/i'I\---t l-'A
'i '-t";) -."'i ,i

. .,i

;tgp :l i.
i'it''. i r

i:l'1, 
-''
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A er deta

ihe trucl<s that ferrieo the tugdr for export from ltfuinlas -fugar

Warehouses; and

ie) The ciratrnstances t;nder vlhich tugar nteani for inciustrial use

endeci up being u-cecl as iabie tugar and the pertoni involved in
the repackaging of i/ie 5i-;!or ior ciomestic consumpiiort.

the ebcve was ;ent fcr we
..;1.;i,.:.

not bgen to

date

2.i5 S

4t5.

iil012 and that ihere \{.,ei'e r-ro exports done in the year 2013

i.,,, f) The C5 assureC the membei-s oi his commitrnent to brief thert on the

privatization of sugar secroi- and lroposed for a joint meeting for ihe

Coi'r'm i tiee on lig ric.u i tu i-e a iiri F i n a n ce.

(

(



2.16

Fisheries

Subrnission5 b1r the Cabinet .!ec, eiar'y ir4inisrr;, cf i..griculiui-e, i-ivestock and

4-7

4B

Appearing before ihe Ccininiilee on Tuesday 9,h Septeirrber, 2014, the
Cabinet Secretar,v made the foiio.,.ving subrnissions on the szaius of the sugar
secicr in the ccuntr5; ancj oiner rr:i:iters affeciing ihe iriCr.uii-...,:

Ori the Status of tlre 5ugar 5ector in i/\ilt-.iva ihe Cabii-rei Secreiarir irtioi-mei ilrat: -

(a)The sugar subsector piairl; a major role in the K.en.yi,an econ'o.my and
was a source cf incon-,e for millions of citizens_,.]-he Country was
producing about 6O0,OC0 MT of sugar againsi the'"aniiual clonresilr
requiremenis of BCo,0c0 h.,lT, running a deficit of aoout 2o0,00o
MT.

(b)There wei-e 11 operationai sugar mitli in,the cotrntry, 1 additional
new r-iiiii v;as to be conrmissiorred in .Kr.,,)aie vuhile 2 other mills
(Mu h oro n i/lM iv.ra n i ) \^i e re u nde r'recei v er:s h i p -

(c) The combined installed crushing capacity oi operational nrills was
about 29,gga MT of''canelper'd'ay. The current capacity \,vas
sufficient to produte:aboLt 1 rnitlion tonnesof sugar per annurn.
The target wE.s to expand this capaclty to approximately 5o,0oo
MT in order to piod0ce 1,35o,ooo MT to make Kenya a sugar
surplus pl,oducer. , .

(d)The sugar closing-stocks held bi, the factories at the startof the year
2AB/1lr,i\^/a.5 ai':27,392 MT up from 19,205 Ir4T at the end of.!t. d

2:aP/13. Trl.re siock level increased to a high of 42,845 MT in
;:i February, 2'014 against optimal level of 9,00C MT.

) ..(g) fne MinisirY embat-ked on a sti-ategy to ciecrease the sugai- stock to
.. 'ii.,,-'r',:,,b.n racceptable level of 8,478 MT, which was achieved by 2oth

;'i. 'i','..j,, Auqust zAV.
..:i ":' '?- e
t.

1+..

(f) The increaseci sugar siock was attributecj to;

(g) Sustained high sugar pi'cduction;

(tr) Carrying for..arar-d huge stocks fi-om the pi-evious year;

(i) 5ui-plus balances in tne rvoi-id nrarket and ciepressed prices; and

(i) lncreased i:;-esence oi uncustomed sugai'ii'i tl-re countrrT attracted t.,v
our high cost of n:'rduction.

Urg-r:rAF$'r-;&.'

!ieir.;il.l'iti,e Ix1',a;ip1o1-.":lC:;::rnritce on i\gl.i,:u!rli... L.i...i

i:: ii::n;,a
Cc'-c s c:i lh.: i; isl: iriltii:r:hg Suta: lntlustr-yS:ilgk ar;d P;r ue -i -.

I
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(i<)The i(enira Si.igar incustry has tire potential tc generaie up io 120
ld W of eieclricitrT foi" expct't to the Naticnal grid r"viti-rout major
inve:;intant:i. Howeirer. it is oniy Mumias Sugar Ccmpany ii'iat is

curiently geirerating 38h4$7 oirt of wirich 7:5 ivtW is exporied to
the l"lational grici. The resi of the iactor-ies generate electricitv i'or
their ov,;n use but do noi export to the nationai grii.

(l) Ali 5 Covet'nment or.,,,ned sugar factories are eai-rnarl<ed for
pi'ivatizatrcn prograr-i'r. The Program receiveci Cabinet'approval in
2A0B and ceot v.rriies oif has b,een approved [.,y iJarliament as a

precursor to Covernmeni divestiture. -Ihis 
a1n.l5 3t;',. ,'i ",' 

ui,.

.,..:.1:l;..,. :,.: ,., . 
;':

(,n) Transforrrring the iirc'usi-r'y tor.vards cottrlerciali .oiientation:
and 'i"':ii::'')tt 't 

11

'""i:: "t'i ' l:' :

(n) injeciion of tl.:e required fi'eslr capit.ql..''i..,, 
,,,,,. ' .,,

. 'ii:;, -r', 
i. .. 

j'

(o) The Pa riianrentary Depa rtmental C6.1p:miiiee;r",:n Fina nce, Planning
arrci Tracie passed a resolu.tio*ri=r1_o-n 9t[ 'Januarv, 2AB "that the
pi-ivatization of the puo-iic 'Sp.ctorl Sugar Companies should be
postponed until such.,i'6''r11pe Wf$h all legislation affecting the
Agriculture Sector (su'[erl an4,,11e County Covernments have been
put in place". ln'o-rdq; td,:,kicliii''start the privatization process, the
Parliamentary.'Cgrnmiitee':on Finance, Planning. and Trade
approval is required... t',....

...irl''j ';:: ., .''",., ,t:,
'.:. ,r' '': l" ----t'

i':.: i,.:r, 
, jl

On the Chaiienges,!ic9d,rn.ilie lndustrv the CS submitted as follows: -

i, :r.

r 1.1.'.: r .,'Low prgdqftii.rilyrand high cost oi sugar production
'1: :' ''i, ..,_.

:Theie,-li-ad:'been caused by a nurlber of factors that iriclude the following
, .:. ".:t"among Qil]ers;

/tu'aJ

(a)

" Deteriorating soil fertility;

" L,Jv,., adopiion of higir l,,ielding 5ugai' cane var!eties;

., Pooi' agronomic practices:

" l-an,i sub':ii',rision ii'lio unecc)itcnlic sizes;

.' iilrel'nlitiei-ii i-r'toi:t,-ii-i: ;tresses cJue to irr-:irght l;,eiis:



* Lorv qualitSz seec cait? nraierials;

. insuificient and uiisu:iaii'rable technical sup1..roi-t io oui-grov,/ei-j:

o Frequent cane shortages v",hich lead to immature cane,

. The high and r!sirg cosi of inpirts such as iiesel, iinported
ferti lizer-s a ncj machi r-rer-y:

" High harvesting arrd transport costs;
,, ,i.,

" Sugarcane is grc\^rn br7 small holcier farrners
conditions;

,,' Poor roacis witlrin the cane catchrnent arieas;

uncer,[4il]-i-eo

Lack of sufficient finance fof Covernment owned sugar
factories to rehabiiitate the machinei-ies;

Length of cane harvesting,bnd millihg ilme; ancj

Lack of capacitv t,:.,Jtiiize the by-proCucts for ethanol and

o

c

(b) lllegal sugar imports
.,. ...\

That the high prese!!g:of iliegal"imports earlier in the year saw the industry
continue to experie,pcg,5Jock:piles and declining ex-factor-12 prices of sugar.
The Un-customed sugar imports were re-packaged into local bags io conceal
identity and evadE-thej:surveiilance neiwork. ln the period January to July
2014 the'market had expei-ienceci cjeclining sugar prices to a low of Kshs.3,
200 for..a 5O kg ba! against an average industry breal<-even oi Kshs.3, 8OO
pushing'd'Ovy1'-ca1'e prices to lovrs of Kshs.S,OOO per ton.

)
' 

, l:r 
_1., 

,.

(c),,.,.' lntrilegi.ghat Trade

,:, ,, "'.'. . 
t'';,

".[lrat'"';fhis was especially for net cieficit sugar countries that e>rported
sffbstantial amounts cf sugar- to partner states with disregard and /or
compromise or laxity ir, the enforcement of the Rules of Origin. Egypt for
exantple, despite being a net importer, is a significant supplier ci sugar to
Kenya.

i \."';-'\---7

''"- )-'7
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2.16.3The C5 gave the foilor;.rixg i"ecommenciations on ho',u to streamiine the

Sugar lndustr-v

Tlre Cabinei 5eci"etai-y toici tire Committee that to mitigate these clrallenges,
the folioiving straiegies \^/ere recon'lrnenoed and the Ministr',v hac' initiated a

number of them with a view,to sirearnlining the Kenyan sugar sector as
follov,,,s:

..i

(a) Co.st Reductlcn ai-rC lncreased Productivity Measures 
,,..,],,t"",,,,,. .r,ir,,,i::, ,.rr,i._

Diversified prcduct base 
,.,..,,,i;,;, 

i''-- -"rr,iriir:",,

:,, i,.,r,, 't.,ii,,,

51. All nev.r investments Lor setling up sugar factor-ies nnuiii,.oeinonrt,litu .
reveirue stream be,,,ep6 su8al'when appiying fpr'reg,iimtion,:ithe existing
mills will be required to provide a road map:,tovqards Sxpanding their
product base beyond sugar vuithin the nexf'.5ry_eqiiir,.[li.is'r,r,rill pro,,.,ide a

transition from the single revenue sti-eanl.whiZH,i'.6'ntiibutes heavily to ihe
industries un-competitiveness. .,,,. t, "'t,r',. ''l',,

.,., d -u'nit,,- 
'l

B u I l< p rocu rem ent of i n puts a na,im atti'i'nerfll'1iu

..r:,'l-li:,.irr. 
]:'..,r.,,. "lr,,;ii:

52. The cost of inputs v,iill bq-iedu'ged i'li'i:ough bulk procurement oi high spend
items such as fertilizen;6n6i;,,iarim machinery (tractors); a process that has
already been put in::motion.:Th'is will be implemented vuithin the next 2
months- i., '"'t;,l"',,. 

,,,'.:
tl 

,' 
.,.,.- 

t 
, 

,. .. 
'':.

Modern ization ;i='raota,rr'technology
'l: ,.. ,,1

53 Fresh i'nje,Stio.l of cbpital for the poorly performing Covernment ownecj
millt'. r,tlA,<'t r.roin'i"l'honro iho l'or^i-nmonrlaiinn {a. r^^^-{., ^-^}^ii.}in^ ^{--7..-j.:1.rq.:iir riLiill LiiL ruLUir'!r,triru(rl.iiJrr;Oi- SpCCd'7 CXplC,i.riiiUii (yi
.r.r.rr r'., l:l?'i;iq.hlg options that can see Ilinistry fast track the stalled Privatization of the
5 Publii,Secfor oi.rrned sugar mills. This r,viil contribute quite significantiv to

.. the'loflg term reviialization of the inciustry by v,,ay of irrjection of muclr
'neecied capital estimatecj at lths 5Bbillion tc address the industrv
protiucfivitrT chailenge',.,uhich may inclucie PuLrlic Private Partnerships,
auctions or pi'irri.:te ti-eaties with wiiiing investors. This should be done by
March,2015.

Dimini-shing Land sizes

54. Thei-e is rreeci ic roii c;,.,', oi'a ian,:i i,olicy thai irrtroc'uces nrai-idaioi-.v bicck
fariling io Die5er\./g econ;.n-,icai ia,ici sizrs ihei,.,.;iii enal;le t'i-re ir,-ji.iiii.,.

!i1-si33Eil::Yii:--'49*w:==--===':*i:1l=?Iiil:'i.i:-l]iiij:-:?:irT.'!l!..:'-e=-.:-i==:=g:=t:=i::-+-:-:T:-.==f=l=Sn=:E::"tE==rln::-i!=.,51=:-=

ii: l.':::),'a
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benefit frorn econornies of scaie. planneci cane der.relopment,/harvesting and
niechanizaiion iri the future. Tiris shoulc be dcne by December 2016

Payr-nent System

55 ine inciusti';v musi shift fr-or-n the pa.',rmenr systern based on weight to one
based on quality. Remuneration ihat rewards efficiency anJ penalizes
ineificiency to be acopteci b';, the eniii-e inciustry by December 20l6.The
systern will improve efficiency as ii will renrunerate based on-gualiiy

:,. . .. '::

56 This will guicie tlre indusii-y in the developmen! an'd ado
yieidi ng. early nraturing and disease resista nt cer;tified ;ieed..ca
varieties. This policy is targeted to be in place by.June zols.

5'/ ln order to validate our statistics oii the national 'sugar 
demand and supply,

an independent study will be: uRdertaken by 3oth December 2oi4 to
confirm the updated statu5': based on changed fundamentals such as
population anci production $rowth.

Improvement,/ lvtanugemeni of roacls infrastructure

58. This will be cion" ,i 
".;n;rage 

collaborative management of infrastructure
irr the sugar belt tiiat,willienhince the impact of the available pool of funds
to the sugar value':,chdi'ir within the various agencies in the sugar belt.

.. ;,.

(b)lntra Regioh"at Trade and Rules of Origin

59- ., 'The.r:e i5.'aniui-gent neeci for veriiication missions to deficit countries which
":,,1. hEVg' [igh'export history to satisfy authenticity and the harmonization of

'.. i:eguiato'ry/administratirze processes within the trading blocks. A case should
be,put forvuard for ihe establishment of competent authorities in respective
partner states for purposes of iiaison on sugar matters. This specificaliv
applies to Uganda and Rivanda who do not have regulatory bodies' specific
to the sugar sector. Ken;va and Tanzania have in place such authorities
making coliaboration and adm!nistration smoother. This should be done by
3Oth October 2014.

ption of higir
he of relevant

I

/

.i. r



(c) 5ingle Cu-<toms Territory

OU Cn tire irnpact of tire 5i:rgie Customs Territcry (5CT), a position pa,Dei-

seekii-rg an arnendnrent to exclurcie sugar baseC cn its unique clrallenges,"r.'ill
be suL.'r-niited i,-nmecliately.

61 ln rlre meaniimi: Agricultui'e, Fisheries and Food i\uthor-ity (AFFA) ,.,'iill irr
collaboration vvith Kerrya ,R.evenue Authorltl; station officerr ra.rithin the
partnei'states and ii'r Iv4onrbasa to ensure tire sectors'interestl..:ai1 pi'otecteci.

Authcrity and tlre Police. This should be cjone immediateiv

:t: it.,:::j'i
ir.:ig': .iii
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67

6B

CHAPTER 3

3.C FlNDiirlCS CF t-iiE CCM.i,/ltTEE

ir4r- Speaker,

65. The committee investigations v;hich, inclucieci site visirs to the various ai-eas
of interest io the 5ub-Corni-nittee iei-ms of reierence came iup
following findings. I 

,

Presence of cheap and Unregulated sugar in the Local'Maiket

v;ith the

The committee's investigations estabrished tha.i a lrqge euantitir of sugar-
enters the Kenya nrarket unregulated and untaxed, tn ?Ae iast six years. the
country has consumeci approximatety ?3S,OOOrrvrT';$SB statistics) of sugar-,
either illegal or meant for industriai irnanufagturing. The sugar is re-
packaged b), unscrupuious brisinessl'pe6ple in packagei sirlilar to those used
by Iocal millers which, is against regulations governing food producis. Apartfrom such sugar not mee-tjng. ih. Kenya' Bureau of standards (KEBS)
specifications for domestic,consuni'ption,'the government loses in terms oftaxes. ,,, .- ', . .o ': 

,

,:

The illegal importation of'-suga-r has led to the fiooding of sugar inthe local
market which ,;hdt' ,.(duieci " harket disrortions resuiling in unfair pric.e
competition to the,:diiqpvantage oi local sugar millers and cane farmers.
The unfai! competltioff has led to low sales by the miliers hence farnrers
cannot,.p1oniptly be'paid for their cane deliveries.

)
..;r .j;

1,.|*'is:'sgo.d'p note that, despite partiament in 2001 passing the sugar Act
n'ut,nbe,1 l'0 of 2001 which outlined well the requiremerrts for licensing of

::.5ugar...millers and the functions of the Ken1r6 Sugar Board, illegal and
uhregulated sr.rgar imports still poses a majorthreat to the 5ugar sector.

3.2 tNDUSTRY CI-{ALLEN6E5

69 Mr. Speaker, the Sugai' Sector in

namelv:

l(enya is faced rruith many challenges



{

(a) Poaching oi sugarcane among sugar miilers:

(b) iiigh cost of pro,.lucticn:

(c) Fieic and factolrT' inefiiciencies,

(d) Cori'uption and ii-npunity;

(e) Lack oi capital to nrodei-nise airci automate the mills;

(f) Fast decreasing iancl sizes and loss of soii fertilitie

(g) Failure by tire reguialor io properly manage

secior

ate the

:;i,'. i. :, ..:

70

7i

on an out-

n theii'farms

rs who lrave

pply of

rvesting and

ered

: f,.. '.:. i:i

ln practice, deve'lopmg.nt.'of cwn cane by millers, commonly known as
' -1.;, . .. -i,

Nucieus Eslate as vr4ell is conti'aci'ed farrners was a precondition for licensing (
i. i'.

of cane,n.rillei.s. T.his precondition is no longer adhered tc, thereby creating
:... .j: ..i.......

"ir .. .i li'
thii..tyrlun.l: wralrgles in the cane zones as the new nrillers who lrave been

iitenied"'do not have enough carie io run their factory capacities. Fui'ther,
. i., ':

"t'hese,millr:rs have encroached on contracted cane already esiablished by
tr',.,,

exiitirrg rrr!llers.

Cane poaching hr:s lecj to conflicts arnong surrounding locai

ccrlrrrunities,..rniiiers. a case in pc-,int is tire inciderri in Tai'rgakona

,.veigirLiricige vrhere tl'aciors iraiispci'ting cane to i\zoia Sugar Conrparrt,
l

\.4/eie bUt-i:i dOi^-,,-i.

..; .,-....

7?-.
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)

73 The genesis of cane poacning is ailricuted to r,",eak i-egulations regarding

licensing oi new factories anc failuire to honour conLractual agreenreet5 b'r,

both the niiller-s anci far-rr-rels.

High Cost of Production

74 i(enya is ranked among tlre countries with the highe'st cost of Sugar
1 :li

production in the world. w,hiclr makes it an attractive ciestination'for both

legal anci illegal impot-ts, Wirile the cost of produqiion in;,tl're region is

about USD 415 per metric ronne of sL.igar, the.cost of pir.oduciion in Ken.va is

r.vell in excess of USD 550 per MT This,high Lost of production is

atiributed to the iollowing;

(a) Poor agronoi^nic pi-actices in the.iugar gro\^,ing zones;

(b) High ccst of inputs ald';o-[d machinery at farm and factory

levels; ' '

(c) Deteriprating soil fertility;
:, ..

(d) U5e lo9U-yielding'rsutarcanevarieties;

(e) Relizince qn iain-fed farming;

(f) ,5mall anci uneconomic land sizes;

, 
(B),. U'risuitaina[:le technical support to out-gr-owers;

''''..',(h-) 
.:, Poor road infrastructure and high transport costs; and

.,,, ' ,,.'ti) Low by-pi'odr-rct utilization.
'. \r

He.-avy lndebteciness

75 All public-owned mills are heavily indebted and lack the capital requii-eci to

expand, mociernise and automate the factories foi- the required efficiencies

and economies of scale. /rt the mornent, five |>ublic-oir.rneci mills ar-e

indebteci to the tuiie oi'over 5hs 100 biilio;i'..,iti: i'.zcria 5urgar Cc:r-ng:.in.,,

'i;ii;'l:i i\rri:\,a
ii"l"',,j---
i.:...i"1 -.--r-t:7"



a

having a c'ebr of Slrs 37 billion, lr'rir,vani Sugar Ccmpany (in receivership)

i'r.sh 28 ciliion, Muhoi'oiri -Sugai- Company (in r-eceivei'ship) Ksh 27 biiiion,

Clienrelil SLigai- Co,-npai-ry Ksh 5 biilion and Scuth Nyanza Sugar Compai-r1,

l(sh 3 billion. The rnoney is ovuec to ihe covernnreni of Keny6, suppliers,

banks, Keny6 Sugar Board and farmers for cane de liveries.

a.qtual exporied suEar as provided in the Simba System entries ano' ihe

t!.tinmary t f exports eritries sLibmiited to the Commitiee by MSC in

the deiailed suhmissioni on compan)i (Exporie) ba-ris (Annex ll {. ll/).

..,.i:i:.,
i. 

"-.li-nprudent' business o'ecisioi-r, Corrupi'ion, lmpunity anci Fraud- 'i,.''.i 'l:r ",...

l-he niilis have engaged in a nunrber of projects and pi-og.i_qnl.1nul tlrat have
i:-'. 1: i., '::;..

iiri'nerj cui be eitirer misao'veirtr-lres or on€5 r,lith,iow rjteii,of reiurrrs.

/r4uiiiias 5ugar Coinpany's investrnent in ethantil an..tii.o-re'neration plants
.., 

'"i';,t.. 
..';;. -i;i,

and Nzoia Sugar Company's purchase of traiieri'ithat cbula not be used on
'li:l t':t'"" i1'* -'-:'l:'

Kenyan roads are cases in point in rvhiqfl hdgri'uqr'i of money have beerr

losi in the process. ,.li' u*,,,,_,, "tt.i.

,i iir",.;11' 
'1 ,,., ''

Sugar sales and exports ancitinrpE;t, i.il*'purticular have turneci out to be
' j: "r-'

avenues through-wnic6,"moniei.,,are siphoned out of the companies. While't t. t 
, 'r, "ii1:...

the concept oi dilti:ibuto115hip.;in sugar sales has become a major case oi
..:: 

. 
f.i:. : l:::i. !,:

. ,:r', , . .it.. 
,corruptron and.impunjty,i,ihe engageirent of mills in regional sugar exporis

.:,. '.:., ... ...-;: 
. ..

bet,.a.reen 2006 and.,201 2'is suspect.
.,r''i" 'i:'

'i.

".-Far";1n7iaite e.vamining ine K.R.A Repori (Annex V) on ihe sugar
. ", ,. 

ij"i .:' :ii
: .:i it'...'.,,.€:yP.orts by MSC, there is glaring discrepancies on the volumes on

76

77

I

Anotlter ca.re tn point is tullsrc one /,re-rrecirit /"iohaineo (an Eihiopian

in'tp-,es;sr1 wi'ote ic /'ASC rc:qi-ie.;iic.g i'o ,a allowed ?(poi'i ()i.

:;,CCCA4T oi iuger io ftt';iopia. lr;forr:aiioi-t recei,teC .rcln.-, it,i5'{.



?c!to

indiates ihat 5,.93'2iitT tvere e>:ported oy ilte.rrecliii /t4ohan'ieo'. There

are no clear recoi'ci:; io a;certain thls. (A,nne.x li& lll)

That notwithstanding, a totai suinmar,v all e>lpcris by I.r15C for tr;\e perioc

2006 to 20]2 are giv*ir e; 52,284MT while the cietaited iten-rised list ii.r

individual compariies toi:i to 30,204.37 ,\4T, Hctruevei- figures fr.cn-r l(il..{

indicated that Ir45C hac' e>r;iort entries amounting7i,272.5BMT (Annex V),

Furtlrer, KRA confirmec'tirat only 8,.l33 f,z1T were exportedi:ds perentries ii'r

Sinrba System anC therefoi-e there is rro evidence of expor.ts'of ,the remindei-

sugar volumes estimated at 53,.l-?9.58 lr/tT r,,nich transiaies to 
tKsl,s. 2,886,

:.
681,516.70 (Annex V),

Further, the registraiion cer'tificates provioed: b1, MSC have varied

inforrnation. For instarrce, Ir4id Airiqa Conrmodities and Mega Laser are
:'

inrporter from Souih Sudai'r,.uhen ihe certificates indicate the firrns are

79

regisrered to operate in Kekaqnega ald lvialaba Border respectively (Annex
..-i..,.. : ,.,-. ... a

il)

BO The Board of Director.s of.,MSC instituteci a forensic audit on the sugar

exports and impor'ts.-T,,.his. audlt was undertaken by KPMG audit firm andt':' " .. .1.'I

the Cornmitteer'rece'ived the i'Draft Factual Finding Report" from KPMC oni:.
'. 1: i

lgth December, 2014'(Arinex Vt).

Low'iProilriiiolty

[J1,,,,,. T.h.' .tota-l brea uncier cane in the country presently is 203,730 Ha,.l,i' 1..:.. .:- 1.iil

'* ,' .,r. -i.r. 'i::.,.r cbmpr-iiing 189,390 Ha belonging to out-growers and 14,340 Ha Nucleus'.i.. ' 'j:

Eitates (land owned/leasei by mills to grow cane). There are 3O0,0OO cane

farrners. 4,500 of rvhich ar-e lai-ge scale.

82. The a\rerase yieid per i--ia in [ren,va is 60.5I'ltl- compared to the giobal

average of 63MT. Fcr i,isra;rce ColurnDia prc.,cjrrces 1.l5 N4T per Ha. Toteii

cans sui::piied ior- pr',:, cr':;:iirg by rnilis in 20i3 ,.,,,4i 6,764,200 l\4T Cori:pr3 f l:'t .

ItEl*ta:SE:*gaf-ffi t:,+raEsEJd-,s1':,

i'r'lir:iqf ti',3tier)eiilngni!:! Ccrnir:iiL:rtci:iii,irii,,!i.:,-iut:s!cckarrci(lo-oper':rii':esoi".i'rrC,'!:!:iirririgthe l:tdusi: r, P

t.'



I

io 5,842,830 i\4T in 20i2, i'epr-esenting a l5.77aio increase. Howevei.

5ugarcaneyieiciintheindustryhasseenasteadydeclineinihelaslteni/e3rs

hitting a lovu of 5l tonnes of caire per hectare per year. This deciine is

attributed mainly io:

(a) irigh cost of fei-iilizei'
i

(b) application of inappropriate fertilizei- conroinaiiorjs leading t<:
ti-::i 'i:'o'

acidic soils 
._t.,.:::... 

-::...

(r\ ,rco nf i.--r*rrn^.i-+^ l-^-.,., ,*--hi^^-. 
: 'i

\L/ L,)tr of ir,appropr-!ate lreavy inachineriu leaoi'ng_to,<ieitructicn c.f
li. 'i'.:. i.

cane stoois and conrp-rronrising the viapiiiiyrlgf tl-ie.r-atcon ci'oDs:
,,, ,1.:,. ., ,'.: . ,,:.

(d)e>lhausted soils due to many ye,p,fs ofi,5rirg3l:iane cultivaiion,
'r:'i 

- . '.i

and; ,ii-"t1,.'i'i,1.. .",''
lii.: r,.. i.il 

. 1 'i.:r

(e) cane husbandry practiceS;;,th.al do..,1ot,:iupport the newer cane
,l i.. 1".i,:. 

'1,,,

vaiieties. ulf 
.*,*r-,, ii i'

Harvesiing techniques in .orr.Ehiteof *iir.ri'pocr harvesting programmes, 
i

Poor transport arrangemgnts:rthib-ugh'i.,5iiiliage, heavy wear and tear on
transportation units and.fe-rivg1- 'ihan optimal trips Der day.

... r'::.:1.. il i 
-L r --t

,. ...,;t., , 
:,..,

At present, tlrere are.,Jiiworkir,g'sugar mills in tlre country, four of rvhich
are Ccvernmentjcvt,nied.l,,-The" cJmbir,ed installed capacity of tlre
operational rnil,li,i,s 2;o,,,99,q0 Metric Tonnes oi cane per day (TCD), vuith an
urrderutilized cap.q,(.11V,,of.'i'6oc/o ciue to technic;il. financial anci nranagenrent ,

limitatioris;. The sugar industry in KenrTa supporis directly or- indirectly six
miliiofi;:.Kenyals, Wnicfr represents about 160/o of tlre errtire nationai
-..+:ir.rl-+in-:,.. T.!1i.::.---;-1J.,-j.-.. ---^--+.iL, L^..! ,- fnt ^! +l- .-r-..t-Pt PLr.l<:(lL,lh.r 1.,,;,i,;,.1 l,lY )uBcrt lilULjSr.ry CUrlialDUaei aDOUi i.i'7<t Of iile COUnri-y 5

Croi; DginestiC Product (CEP) and has a maior impact on the economies oi
Weiter'n:(.enya and Nyanza regions and, to a lessei'extent, Rift \lalley. The

' , fugal sub-sector is erpected to equally have a major impaci on tire
econcmy of Ccast regiorr cnce il-re mill being built in f(wale becomes
cp'e ;'aiioi-ral.

(

B3

B4

aq Tne l:aciory -[inre Eiiiciency (fTk-) in 2013 irnpi"oved frorn 76.{rlah in ii-re
2012 ro -i9.99o/o in 2Cl3vuhile tlre Overali -[i:'rre Efficiency (Cl-E) also r',:se

it'orrr 5A.27cia io 54.i3c/c in lhe- same pei-ioc. ,u,rli!ci-r ,yenr icrv con-ip:si'c-cl is
the ir-iciusii-)r 5tartciarrjs of 92eia for F-ii ani g,:-..,h ior iO-l-E) rescecii.,.reii:.

j;: i.e;rr,ir



Ei, Sugar procuction inci-easeci tr',..rn-r 5U,,2lC Ml in 2Ol2 to 599,070 ir4T in

2013 as a resuli of rn,:.r-easecj cane rupply anri betr'er i'ecoi.ieries. Recoverie,
improved froi--,r Ton;ies CairelTonnes 5ugai- (TCfi5) of t.i.61 in 2a12 to
11.29 in 2013. (Annex i/l)

B7 During ihe investigatiorrs the Conrmittee fournd that Ir4urnias 5ugai'
Cornpany anci Danies Peak r,,.,ere in..rclved in fraucjulent activiries wlrere tlre
latter used the Fornrei''s Pll'J arrd inrport licence when clearing irripcrteci
sugar ra..,ith both l(RA and i(PA

BB. As regards the impr:rtation oi i00o0l'rtT of sugar from frdql by |ASC, the
conrmittee found thai li-npor-t Permit from l(SB i,vas issued to MtC vyhich

unprocedui-ally ti-airsferi'ed rc a thir-d party (Dant'esJPbak Ltd). KR,A adnritted
having notecj ilre anomali, but still rvent ahead to relea,se the,consignment

r ,:r.-...'',

,,ij.

I

)

:; j:::

",:iY

.1...

, ..9

l.'':l'.,i: oiihg Dep.a.rtinentll Cu;rrilriirsr t:'/''i.,ii.:tiitu'r:, Lrv:stoclt a:-:ri Co-c'l;e;'air'.',:s cn ilr: Cril
lri iii:nya I

r:, Facinq the Sr:car lnrlusu v; - - ,.'?Th
i / Y\'L-'.\ l \r-ll t
; \. \-i.-'

: lr i r
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3.3 OB_qrRVAr. iON5

The Cornnrittee's cblervations ai'e. a; folior.r,,s;

Repackaging of conti-aband sugar

89. That, substaniiai amounts of illegal sugar imports is repackaged
brandecj bags i,o conceal identity, anc' evade tlre surveili,a'hce

ndustriai sL.igars have beerijound i'epackaged and r:nc'

con-:pete u,rith iabll$ r tl'rai h;:s been subjected to i' ilu
':'.'

U p.-r ;on ..i heirnra i' ket

:dLJIV,,i"i€DCe eVaC;

':.i':::

into ic-rcal

net',t,orl'1.

ic.

ni

s repa cka

iaxation. (/,,nnex KSB'v'i i

!t wei esiaclislteo
)

,^@, /?i,ci Oll-t !i S

tas

ya Sugar Boarci

importer, brought in sugar

rther invesiigated too over

try into its go-dovuns for
in 20]3/2A14, KRA allo,.,ued

frcnr K5
-[-lie 

coinpanies
involved are;

,(a) Hycj rqy

,'.!:

) (30o0Mr)ID
\r': ';.,

,,r ,,...(i5) Krish Commodities Ltd (1 ,140.4AMT)
:,;:.. i,,.:(c),Reeswood Enierprises Ltd (4,0001'/T)

''';':'.,.-. (d)Shake Distri[:utors Lid (5,000MT) ancl
: (e) Slrree 5ai lnclusti-ies Ltd (1000\4T).(/rnnex lV)

Ccm prcri^'isecj consumer safety

-
5 i-r r- auctionerj b, Kenl,s Revei-ius Auihoi'itr,r is allorveci back into ihe iocal

:i-rai-i(ei ra,r;rl;.ct.ri i'..35 verifying if ii is ir:i table foi- dii'eci cc)nsum Ilon ci'p
r..'

iTra nuraci u i-!nq.

-

This aisc co;rtlai;enes iiie Ken;,,r' Bureau cf Stanrjal'c'S

i"eilr..riaiic',i-i:



"t/

itaise declai-aticn

in view ci ihe faci tlia',. Vi-SC maie exports io the i-egionai nrar-keis throi:glr
irarious coiilpanies i-i-lei-iiioned ai:ove, there is glariirg ciisparities berv.reer-i
i'ecords fr.orn M5C ai-rci ine ;-esf:eciirre exporting cor-npanies. For exarlple,
r.Nesredin Mo of Acdis Ababa wrote to M5C ic pr-, i-cha se 5 000M-l- fi;r
export ei-rci the recorCs from li.rrSC rndicate a summat-)i totai of 5,BE2lr.,.r-i

v';hich still nas a biggei- variaiion from the detaileci records submitte<i oy
I\4SC indicating a torai of ii7, 641MT having been traded by irlesredin
Mohamed as exports io Etliiopia betv,ieen 2O06 and 2OO9l,,Ret"r,ir at NrrSC

inCicate a total summar)/ of all exports by MSC for the pei-iod 200;6 io 2a1Z
as.52,284M-i- v;hile the oetailed itemised l!1t:to 'incJlvicj-ual expoi'tin;:
comPanies total to 3O.2Ofi7MT which is a big vai-iation fi'onr recor-ds lreld
at the KRA indi.uti,-,g@tMT as exports Jf 'b,t ourn' ,u*u, uy ,ttsc tt,"---
same period. (,+nnex ll (a) - (h),li/ (a) e V GD.:

93

,:, 
'

_'.,"

Although the K,R.A submittecj rhat ii d

'::.:.;lf

id nor' have sufficient capaciiy arrc
equrpment t en atl in Cprr,inS'Car e Commitiee after its visit
observdd rh a there was lac

'li
k,of pioper'coordination between KSB, KRA,

KEBS and KPA in handiing and verifyi n8 rmporis crearr n8 loophole 5 ror

t

sulaT-EEhgTffiported ai other,commodities such as rice and fertilizer
. ',';:",..- 

"... 
1:,

That, a total supmaiy ali,exports by M5C for the perio d 2006 to20j2 ar-e'' 

"' 
t't'

lirign as 52,284MT while the detailed itemiseci list to indiviciual companies,.:.

total to 30,2O4.37 MT. However figures from KRA indicated that NrtSC hac
export"'entrie.s amounting 7o,610.751AT,A.nnex V(b), Further, l(tA.
coniirrned,ith'at',only 8,133 MT were exported as per entries in Sirnba Systern

..,.a:rr .: -i X-------ianci.theietci6e there is no evicience of exports of the reminder sugar volurrres
eitim'Ated at 62,477.75 MT Annex V (i). sp/ii them into ivlo Muntias_
figur4s and KRA figures i and il

That, imported lorv gi-ade rice ,was being repackageci into supei-ior qualii.\
bags b), Ivis Rising Slai- Co,nmoditieiltd wlii,:ii ieC to the Ccvernmei-irrr^Y losing revenue in terms o uty }f

ot)a

)

Y)

\

i.lr:oori.3iihe i):plrinrenrai Co;liniir:c Ur: ili ,i,-:li,,iis, i.ir,:.;ior:k and Co-oDci:i:i,,:
rr ii" nr:.> I

Ii
i

i
'... i

t., i

;:i i:..: I r:sr.s i:cirg tli: S'-rg;.i inriu:l - i
.l'1.1':'
I iir!, . :

': 'i



lliegal points cf enfry

96. Tl-re Cor.'miites's invesiigaiic.iis alsc iourrd c-rut tfrai tlrei'e is air iliegal pcini
h is being used to faciii +- -.tc ie iiiegal enirv of
5ioin5 rcers a nci police

I

of eriiry in 5hirnoni area, r.,.rfi1.

sugar "ritn t- @ o{c,
I

97. The ilren KSB had

thei'e v,,as a lot of un-hariresieci sir

sug6r stcrcks in the i cca mar

relati

100. Tlrat,

rvith

5C licence io import sugai' even at iirne vuheir

gei- cane in the oca ai'n-) D eniir 6f

98 Tile then jljB lr3cl been disbui'sing Sirgai' Deveiop ;'i'1.

i-ev.v. iUi,l ds icr canemenI.

o'e',ze io pri'rent to /r/t i iei-s r,,,ith n.-r cane deveiop n-1gn ir.les

99. -Ihat,
any

Icocu e !n

lings

,,Mqga Laser International.
anyuon Samue Deng,

ir4id Africa,
'11) Soi-rthern -(udan /",iucilani Co. Ltd.

'r:, 12) l(apoeia Trading Co. l..ici,

13) lnterna'rional R.elief 5ei''r!ces oi Sout[rern 5udan,

l4)Ai-ua Mei-caniiie Co. Licj,

15) Quick 5e liers L,lgancia,
'i rc ) 1..4 u r-u L-nte rpri -re;,

17) i..asave Trading Co. l_id,

I ii) l-r'icieni ! ii,.rrsinieni i_i.:i,

. .',,'j!:, llt:::i'i ...:. ._,,.-_.



t

19)Uchui:ri Commodities (Uganda) Licj oi Ugar-,cia
(Arrnex li a-h& Vll)

.l01' ln vieiv cf the fact ihat IMSC rnade exports tc ihe regional nrar-keis tu iii,.,
companies rnentioneci in 1O2 above, there is glar-ing ciispar-[ties bet.w,el-;.i
ecords fro in For exanrpie

eSreciin lMchamed of Acidis Ababo v,.rrote to ir45c to purchase 5000ir,,,rT fr..:-
export and the records from M5c inciicate a sunrmar,v total of s,882M-i
which still has a bigger variatiorr fronr the cjetailecj recor,.d b4@G55U

)??-y
5C indicating a toral oi 112, 64iMT aving been tr,aded ,by Nesredin
ohamed as exports t iopia betwee 2006 and 2009. RetordFilGc

)

'- 5: indicate a

€f4/

i02

as 52'2841\AT vuhile the detailed iienrisec .list to .individual e){!-re1-iixg
companies total rc 30.204.37N4T vvhich is a big variation from recoi-cis helrl
at the KRA incicating ZO,43llvlT as e5ports of brov,rn sugar by N/.SC lhe
same perioci. (,4nnex ll (a) - (h),tv (a).,[, V (gil', , '"

The Committee observed thai::61grrit5' th.rei bea ':. ..

MSC between 2006-2012, ihe,then MSC'Ardit

summa[y o a I exporis by MSC fpr'rhe period 2C06 to 2012

ing questionable deaiings of
ors Ms Deiloite and Touch€ bgave MSC a clean bi ofh ea

103. The Committee obse'i$ecj,.t hqt,with regard to importation of l000ON4
sugar fronr 5udan" b,t,'M 5C. the lmport Pei-mit from KSB issued to MSC
unprocedura ferr"ed to a third pa rty (Dantes Peak Lt Further

Tof
Vv,E 5

KR.Aly
acimitted t.'navl ted the an onla v ut stilt went ahead to release th:
con5r8

'i:' '

'01;,, 
Tha!,'KPM'G has provicied a cJisclainrer to its "Draft Factual Finding Reporl-,'

'.,,,,.?j';i,..1t'+lihe accurac)/ and completeness of the report, noting that ar..ry
iiubseQuent infor-mation may require the firrdings to be actjusted anc
qu'alified accor-ciinglv. l-lowever the Committee took cognizance of ihe
report, vvhich lai-geiy reilects the committee's findings.

t

5is:-:':1Er!:rE=EeEgg!g=:9!'jr:g=-':4a::-:s-.1=1-: 
=]4-Ej.:1F-=:E:.===:!===iE===-3r*as*-:.-Fj:g!T*=ef===:=Ei=.,j==l.euoit o: :he L'li:oll-:meniai Ctlrliltiii:-': :r;: .l'.::lirr;ir',:rr.l, i,iIr'::;ioc!: i.nd eo-r;pei..tiives r;., .ii: Ci:sts Facio3 the Su!{ai InctirsLil
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CI-{APTER 4

4.0 R.ICOMIi/TENDAT|ONS OF THE COI',/|,/iITTEE

The Comrnitiee therefore recommends

i05. THAT. tire governme.nt establishes a permanent inter-age nforcernent@

unit on 5ugar ir-acje ir..rhich should enharice capacity to veri e and
monitor crcss-borciei' ti'ade and step up border patrols sugar

smuggling. Tire unii slroulci dra,.,v menrcersl-rio fro lig Health.

Czarnikorv E. A. Ltd, Stuntwave Ltci, Mshaie

Cornnrodities and Rising Star Commociities Ltd

109. Ti-iAT, the gcvernment inrplements tl-re sugar industry strategic agencia for
increasecj conroetrii\/ene-i5 and i'eduction in ccn-<uiner prices -[here is ireeci

'Lo lo..,uer proCuction cosi. inip-.;g1rg e:<tens!r.rn services arnong others io
redr-:ce aii.i e'.,ei-rtuailv eliininate the ince;-iti'.rc to sinuggle 5LIgei'iirto the

ccunti'y

f'
J

fI
J^-r'

t
?l

(!

lJ'{

dustri



11C -!-HAT, the Nationai Covei'nt;'rent iir cr-.rilabc.raii'l;'', v,.,ith countiT Eov?i-i-rrT',iji l

shouici provicie ,r,eciiani:im fcr coordinater--i infr-a;truciur-e deveiolri-:ei-,i ll,
avcid cuplication of i'espcnsibiiities b), diiferent bocies mai-rdarec .,.;

maintain roads.

ili -l-HAT, the Njaticnai Coverrment should iii-iDienreni tire National i_l;;-:,.

Policy io rnitigatc furti-rer lanC sub-cii'-,isioi'i foi' inrp.r'oveci pro.ductivit',v.

i12. Tl--lAJ, ihe iertilizei' subsidy should be complei-i-renteci bi, bUik procurci-n?i-rt'

of othei- farnr inpr.;ts ard capacity utilization urhich should,,be:cone,by lh..
Sugar Directoi-ate.

THAT. Investigaiiols should be carried out on MSC anci/oi- iis agents, l(lt;'r.
an a liT) orter +i.

per-iod [:etr,r,een 2005 - 2Oi2 anci appropr-iate attion ta'ken

1i4. THAT, the KRA should be lreld i'esponsi ble for the loss oi VrtT ta>res

amounting to Kshs 577 millicn for fictitious exports of sugar b1z MSC

THAT, any officer from.-.the Board'',and Management of N45C anci KRA5

re5

held responsible ror aDLtse.Qr pt:

orts o sugar between 2006-2012 be

ocedures and abuse of office

onSr or

ll5. THA-i-, the Nationhl,,.Gbvernmeni introduces lanciing certificaies foi' ail
ti'ansit sugar as a ccnfir-mation of physical exit to stop any dumping into the
local nrar"ke;, 

:

..: ' ..., "'t"
'' '. i.

117,,, TFIAT; iite,Goverirment should consider offering tax breaks to encoura,ge
'":ri: 

!,ew investors into ihe sugar industry. Aciditionally, duty .waiver 1'or sugar
'iirduitry farm !irputs and farm machinery will go a long v.ray tov,iarcs

ji' 
'reducing the high cost of sugar production.

ll8. 'IHAT, KPMC iraving provided a clisclaimer as to the accuracy of the Di-efi

urnias 5 a r Companli avails vvith iinnrecjiafeU

1

i,ijt

'wi-ro impor-teci sunts .Fut

ifec o the Naticnal A.ssenrb v



_.. -lt

lt

119. Tl-lp.T, officers from h4.sClKRA who abused import procedures v.riih regarcl

to lmpoi't Pernrit requirements in the impoi'iation oi l0,0C0h4T of sugar in

2012 from 5udan be heiC to accoui'it for theii- misCeecis.

THAT, Deloitte and Touche be held responsible for rnisleading the

Sovernment, other sharelrolders airci public on tlre slate of affairs in MSC

Curing the period oi their er'tga enrent a

1

)(

l

I

d

l

..i,

.t.. 
.
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APPENDIX IV

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

)



RE: PETITION To PARLIAMENT UNDER ARTICLES 37,9s (2) AND ll9 oF THE CONSTITUTION OF
ON PA ACT 2OI2 AND ST

NO. 216 6).219 AND 223 OF THE NATIONAL AsSEMBLY ON THE EXPUNCTION OF SHREE 5AI

pEl'ennn rNfet COtvttUrrrr O
CRISIS FACINC THE SUGAR INDUSTRY IN KENYA.

National Assembly of the Republic of Kenya
C/O The Clerk
Kenya National Assembly
Parliament Building
P.O Box 41842-OO1OO

I'.lairobi

Il,E: PETITION TO PARLIAMENT UNDER ARTICLES 37, 95 (2) AND ll9 0F-fHE CONSTITUTION OF KENYA, 2O1o; PETITION TO PARLIAMENT
TPROC EDURE ACT OF 2012 AND STANDING ORDERS NO. 216 (5\.2I9 AND
223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAI

INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2OI'
E LC

LIVESTOCK AND COOPERATIVE5 ON THE SU6AR CRISIS FACING THE
SUCAR INDUSTRY IN KENYA

s8
WE, the undersigned,

r$i -

i 5 Nctv zrlt i

t.- _. -: ., ,'

r"(

a
f{r , ( q"lli

Citizens of Kenya, being Directors and Representing Shree Sai lndustries Limited
being Non State Actors, working towards the manufacture, importation and
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
the final and adopted i'eport by the Department Committee on Agriculture,
Livestock and Cooperatives on the sugar crisis facing the Sugar industry in Kenya
at the Eleventh parliament 3.d Session - 2015. 

@rfuhh>r).N.
Wed

r?o; /1

1

on Agriculture, Livestock and Cooperatives on the sugar crisis facing the
Sugar industry in Kenya at the Eleventh Parliament 3'd Session - 2O15.

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.

llPage
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LIAMENT UNDER ARTICLES 3 D
PETITION LIAMENT EDU D

NO.2I5 .51.219 AND 223 OF THE NATIONAL EMBLY ON THE EXPUNCTION OF SHREE SAI
INDUSTRIES FROM ELEVENTH PARLIAMENT THIRD SESSION-2oI5 REPORT OF THEpEPeruUerurntcOtvttUrrrr E SUGAR

s

3

2

4.

6.

ur.

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.

ln order to understand why it had been listed in the Report, the Petitioner
sought clarification from the Kenya Revenue Authority, vide its letter
dated lBth December, 20lB as to whether it imported 1000 MT of sugar in
the period of 2013/2014.

)'

That the Kenya Revenue Authority wrote back to the Petitioner vide its
letter dated 21n 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 2O13//OU.

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

The Petitioner has not presented as similar petition before any Honourabl/
court within the Jurisdiction of Kenya.

HEREFORE, your humble Petitioner Prays-

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 Depa rtment mm on Agriculture, Livestock and
Cooperatives on the sugar crisis facing the Sugar industry in Kenya at
the Eleventh Parliament 3'd Session - 2015 as indicated on chapter 3.3,

l.

item 90 at page a6; aryi Ur-nilirfe-
chapter 4, item l06 at page 5O,

actions on the same referenced under -

That Parliament issues a clearance re rt to the Petitioner after
expunging the Petitioner's name from the report in question.

2lPage



RE: PETITION PARLIAMENT UNDER ARTIC 37. 95 (2) AND il9 0F ]'HE OF
EDU

ON
RD SES

KAND

And your PETITIONERS will ever PRAY

LTD.

0[

)

NAME OF
PETITIONER

THE FULL
ADDRESS

NATIONAL
tD/
PASSPORT
NUMBER

SIGNATURE

4

b'rriA-" K - lta*r-. fux 4"ss*V- 3it<'tlz()"a4 H/A/
OC-t/Oc1t

<.:- ,r

o?.! ll .LL JAI II']UU)IKII

ti i tJ. fiox 4t)796 - 00

l{ArR0ilt



RE: l'l
ACT AND

NO.2l5 rs) . 2I9 AND 223 OF THE NATIONAL ASSEMBLY THE EXPUNCTION SHREE SAI
INDUSTR.I ES FROM THE THIRD 5 REPORT OF THE

AND ES ON

PETITION concerning the expunction of the Petitioner's name from the list of
companies listed in Chapter 3, item 90 at page 4b 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 3d Session - 2015.

Nh, K,

)

Name of the petitioner

Signatu relThumb I mpression RTi: S/il ,I\'DUSIRIES LTD.
fl 0. Box 49796_ 00i00

il_a.!t081
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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 The 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 20rz but was denied a trading license for the year

2019 on account that in item No. 9o(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 20L312014 without the required permit

from Kenya Sugar Board. She further avers that during the

201312074 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 l8th December 2018 seeking

clarification on why the company was listed in the Report. In its

response dated 21st January 20L9, KRA conflrmed that it had

reviewed its records and established that the Petitioner's company

had only imported sugar into the country in2012 and 2016 but not

during the period of 2013120t4.

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 Repoft 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't January 20L9, that states that

M/s Shree Sai Industries Ltd, the Petitioner's Company did not

import sugar in the Country in the period of 207312014. Fttrther, 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 30th August 2018,

I did communicate to this House a similar complaint from M/s

Z
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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 Repori of this House. The company

also lamented that it was not accorded an opportunity to be heard

on the matLer, 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 Industryfor 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-

(i) only receiving submissions from the petitioner, M/s, Shree

sai Industries Limited on the resolution *uo" by the House

from the recommendation contained at paragraph g0 (e) of
page 46 of the Report; _\

(ii) considering the submissions from the petitioner; and,

(iii) reporting its findings to the House.

3



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 repori of the

CommitLee on Implementation.

Honourable Members, I now commit this Petition to the

Committee on Implementation with the knowledge that, today,

Thursday 5th December 2019, the House will be proceeding on a

long recess, to resume on Tuesday 11th February 2020 for the

Fourth Session. In this regard, I direct the Committee to review the

matLer and table its Report within two weeks upon commencement

of the Fourth Session.

The House is so guided

I thank you!

THE HON. JU N B.N. MUTURI, EG P

SPEAKER O MB

I
Thursdav. Sth December 2O19

I
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I(ENYA RTVT,XT-IE
AUTHORITY

ISO goor:2o\5 CERTIFIED

cus/HQ/1

21." January,20'19

Bina Patel

Operations Manager
Shree Srii Indust:,:ies Ltd
P. O. Bcx 4979b
I*{/tIROBI

i)ear Sir,

EAn@.L-Er-Ee5C@rl YEEI,=

\-E: S U(iAIi IML,CPI'.['AT I ON I]i? O'?]{ tJ CO UNTRY

Tlds is to aci<uuwledge reccipt of your letter date<i l8tl'Decenrbrr,2018 see!:inc ciurific.ctiuu of
srlgai' irnpr',riartion by your company.

';tr/e 
it:rvc levicwed record:; held ai KF.A. and hereby confirr:r that rW'S Slu'cc Sai In,-iustri:s Ltd

P..iN* P05i09(rl l8\/ diti noi irrtpt>r't sugar irrto the uountry in thc per:iod 20t3,/3014. ':'otu.r:uint).:riy
imported sngai'in thc ;;g3y 2012 at',d lao-tly in th.e year 20 t 6. .

We hope ti'r::t iile ttbove ir*br:trai.ion ciarifies ),our' inq.lir:1,

l/t)Llr:s l'aitliful ly, .

Kenneth Oi:hola.
U i- rrliR c0NTtr(

Tulipe U sh u ru,Tuj ite gern ee!
'[in*sTor.:rBuilding - Flril,:-s*lr-::i?.a.\':r,uB - P.O. -Gn]:482Jt)-ooia,t GPO, Nnirot,i, K;ni'a. 1'r'l: c2o-rSt o,:roo

%B

)

d:,
f,gt,iffi0
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8Rm ceNrsgAy NA[,fAfl

IMPORTERS,E)CORTERS
MANUFACTURERS OF DALLS,SPICES,
CURRY POWDER AND PRODUCE DEALERS.
SPECLALIST IN GRAlvt FLOUR

fl

P.O.BOX 19796 - 00100 CHANGAIvIWE ROAD,INDUSTRULAkE/l NAIROBI
TEL: 254 20 6s58816/ 65s5343/ 6555002/ 65s5772/ 6s53377

CELL: +254 722 517066 / +254 734 517066 / +254 723 115287 / +254 V34 048756 / +254 722 71 1376

Email : s h r e *dnfr ic a o nli n e. c o. ke

Pin: P051096118V VAT: 0012287H

TO:
KRA
THE COMMTSSIONER
Nairobi

Dear Sir,

REF: Eleventh Parliament Third Session-2015
Report df the Departmental Comrriittee on Aqriculture Livestock and
CooDer.atives on the

VUe refer to the above referenced report where our Compahy was adversely
rnentioned in :

Chapter 3.3, Item 90, Page 46 and
Chapter 4, Item 106, Page 50

Please be advi.sed that we have not Imported Sugar in the stated period 2Ot3/2014
We request that KRA checks our records and confirms that there was no Sugar
Imported by us ln the stated period.

We are writing.to the Speaker of the national assembly that our name be expunged
from the Rep'ort 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 awa t an urgent response to our request,

Yours Faithfully,
Shree Sai Industries L

l:KP'
fianbbE^ondo-/67o/o// 73+

)

Bina Patel
Operations Ma er

R

cc lt
A

E

A i'YE r\ E v E D
11 DEC 2018
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l'nstal r\ddrcss :p.O.gOX 49796-00IOONAIROUI
'l-c lcphone :254 722 5 I 1 066

Etnuil :shrccfla liicaonlirrc.cu. kc

Warchousc Codc :
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A,Jrlic..rirrrr l(clcrcD(.c tt,, (.1)Zlllf,l)0().,\\l),i\.1,,t)ol{).{)(r:lu.l.)r) 
!,-.rrirrrr N,: I



a.

Exportcr Details
Name :Ku\Kllir\ SL.l(.;,\lt t.. l l)

PIN:0t](10()()0000(l

I'h1'sical i\rltlrcss :l'.().1|0X I 2 I

.ilN.lA

l'ostll r\tldrcss :l'.O.1)OX I 2 I

JINJN

1'elcplurnc :256(l'l I,141{00(.)

linrtiI :srrtislr{i)klkimsugar.cttttr

Wrrclrouse Coclc :C()iUt']lNIll) Wr\ltllll()LJSES l. l D

Pu rpose Of Import/ExPort
-l'rudirrg

Terms an(l Condition.s

()(.lz\ l(el'No :

lrh;.sicel (iolrrr11. :ll l'll,LIl] l.l(' ( )l: t.l(iANl)A

l'osral Oourrtry : I{ l;l't llt l.l( ( )lr t,(;.,\N [)n

l:ax :25(rl)-l I J,lrl4000

Scctor tll' Activity :ivlanulircturing

W:rrclrousc [,ocatir>n : i\4S,'\

Consignor Detail.s
Namc :Kr\KlltA SL,GAII t-l'l)

PIN :00000000000

l'hysicnl r\dtlrcss : t'.O.l.loX I 2 I

J(NJz\

Postal Arldress :P.O.llOX l2 I

JINJA {
'l'clcphone :25604 I 4444000

Fimai I :satishf@knk i rlrsugar-corn

Warchouse Code :C()i\'l t) lN E D Wr\ lt 1l t lO (rS ES l,l-l)

()(iA ltef No:

t' lrl sical (lountry' l{F PLI l} t.l (' OF Ll(.;n Nl)n

['rrstal Clountrl : I{liPLIl} t..l C O l: LI(ir\Nt)A

Fax :2i604 14,1,14000

Scctor ol' Activitl' :iVIanu lhcturirrg

lVurclrousc l.,ocation :tvlSA

Valucs - [:Ieader Levcl
[roreign Currerrcy Codc :tiSI)

l;rcight I'CY :0.00

CItj FCY:2 1,500.00

Irrsurartce NCY :0.00

[orox llatc : l0 l.9i
lnsurarrcc FCY :0.00

tjOB NCY:2,19?,019.60

Othcr Chargcs NCY :0.00

Ijt)l| trcY :2 l.i00.00

Other Chrrgcs FCY :0.00

l:'rcighl NCY :0.00

Ctl: NCY :2.192,019.60

Remarks

C)CA [{emorks

l. Approvcd

2. Approvcd

-1. Approvcd

Conditiorr.s Of Approval

l. [)r:cs chccked

(

Applic:itirtrr l(cl'crcrrcc Nrr: ( l)201(i0l)0;\Sl.)ti\'lP(l0l0ft00il9'129 Vcrsirttr No
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ItemNo:l
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