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REPUBLIC OF KENYA

THE NATIONAL TREASURY AND PLANNING
Telegraphic Address: 22921 THE NATIONAL TREASURY
Finance-Nairobi : P.O. Box 30007
Fax No.: 310833 NAIROBI
Telephone: 2252299
When Replying Please Quote;
Ref. No. AG /3/97/VOL.1/42 18" March, 2020

Mr. Michael Sialai, CBS [NATIONG L AGH S PLY |
Clerk of the National Assembly | ‘TV i S I EC N
Parliament Buildings ' =l Vi
P.O. Box 41842 — 00100 \ \,9

NAIROBI.

Dearé\d/@w O (

RE: THE PUBLIC FINANCE MANAGEMENT (COFFEE CHERRY
ADVANCE REVOLVING FUND) REGULATIONS, 2020
LEGAL NOTICE NO. 29

The Public Finance Management (Coffee Cherry Advance Revolving Fund)
Regulations, 2020 have been published vide Legal Notice No. 29 of 12" March,
2020.

Towards this end, the National Treasury is submitting the following documents
in accordance with the Statutory Instruments Act, 2013 to the National
Assembly for further necessary action:-

a. The published Public Finance Management (Coffee Cherry Advance
Revolving Fund ) Regulations, 2020 Legal Notice No. 29 dated 12%
March, 2020;

b. A signed Explanatory Memorandum,;

c. The evidence of public participation while developing the Public Finance
Management (Coffee Cherry Advance Revolving Fund) Regulations,
2020 and the tool used to submit comments (letter of invitation, list of
attendance and format for submission of comments), and

d. The Presidential Taskforce Report on Coffee Sub-Sector Reforms.
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The purpose of this letter, therefore, is to submit the above mentioned
documents to the National Assembly for your further necessary action.

Your prompt attention and action on this matter will be highly appreciated.

Y% Koy,

P/

A

L_v___D
) UKUR YATANI, EGH

C ET SECRETARY/NATIONAL TREASURY & PLANNING

Copy to:

Hon. Peter Munya, EGH

Cabinet Secretary

Ministry of Agriculture, Livestock, Fisheries and Co-operatives
Kilimo House

NAIROBI

Hon. Paul Kihara Kariuki, CBS, SS
Attorney General

State Law Office & Department of Justice
Sheria House

NAIROBI

Julius Muia, PhD, CBS
Principal Secretary

National Treasury

National Treasury & Planning

NAIROBI

Mr. Ali Noor Ismail, CBS

Principal Secretary

State Department for Co-operatives

Ministry of Agriculture, Livestock, Fisheries & Co-operatives
P.O. Box 30547

NAIROBI.

Prof. Hamadi Boga

Principal Secretary

State Department for Crop Development & Agric. Research
Ministry of Agriculture, Livestock, Fisheries & Co-operatives
NAIROBI.

Kennedy Ogetto, EBS
Solicitor General

Office of the Attorney General
Sheria House

NAIROBI.
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THE PUBLIC FINANCE MANAGEMENT ACT
(No. 18 0f2012)

IN EXERCISE of the powers conlerred by section 24(4) of the
Public Finance Management Act, 2012, the Cabinet Secretary for the
National Treasury and Planning makes the following Regulations—

THE PUBLIC FINANCE MANAGEMENT (COFFEE CHERRY
ADVANCE REVOLVING FUND) REGULATIONS, 2020

PART [—PRELIMINARY

1. These Regulations may be cited as the Public Finance
Management (Coffee Cherry Advance Revolving Fund) Regulations,
2020.

2. In thesc Regulations, unless the context otherwise requires—
“Act” means the Public Finance Management Act, 2012;

“administrator”  means the person Jesignaied as  the
Administrator of the Fund under regulation 8,

“advance payment rate” means the advance payment rates set out
in regulation 13;

“affiliation” means registered with the New Kenya Planters Co-
operative Union Limited;

“agent” means a person contracted by New Kenya Planters Co-
operative Union Limited. for the purposes of —

(a) processing loan applications;
(b) diskursing or recovery of loans advanced; and

(c) any other function assigned by the New Kenya Planters Co-
operative Union Limited;

“Board” means the New Kenya Planters Co-operative Union
Board managing the New Kenya Planters Co-operative Union Limited;

“coffee’’ means cherry, buni or parchment;

“co-operative society” has the meaning assigned to it under the
Co-cperative Societies Act,

“Fund” means the Coffee Cherry Advance Revolving Fund
established under regulation 2:

“New Kenya Planters Co-operative Union Limited” means the
body incorporated under the Companies Act, 2015;

“small holder coffec estate” means a grower licensed by the
county government with an area of land or parcels land under coffee
not less than five acres and not more than twenty acres; and

“small holder coffee grower” means a coffee grower with an area

of land or parcels of land under coffee of not more than twenty acres.

Citation.

Tnterpretation.

Cap 490.

No.17 of 2015.
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PART II—-ESTABLISHMENT OF THE FUND

3. There is established a Fund to be known as the Coffee
Cherry Advance Revolving Fund.

4. The object and purpose of the Fund shall be to provide
affordable, sustainable and accessible cherry advance to smallholder
coffee growers and small holder coffee estates.

5. The Fund shall consist of-—
(a) monies appropriated by Parliament for purposes of the Fund;

(b) recoveries for administration ccsts relating to coffee cherry
advance by Fund:

(c) grants, donations, bequests or other gifts made to the Fund;

(d) monies trom any other sourcc approved by the Cabinet
Secretary; and

{¢) income derived from investrment of surplus funds.

6. (1) There shall be paid out of the Fund payments in respect
of any expenses incurred in pursuance of the objects and purpose for
which the Fund is established.

(2) The expenditure on the Fund shall be on the basis of and
limited to annual work pregramumes avd cost estimates which snall be
prepared by the Administrator at the beginning of every Financial Year
and approved by the Board.

(3) Any revision of the epproved work programmies and of any
cost estimates shall be approved by the Board.

PART I-—MANAGEMENT OF THE FUND

7. The tunctions of the Board with regards to this Fund shall be

(a) oversee the administration ¢f the Pund;

(b) develop policies relating to the general administration and
management of the Fund;

(¢) develop policies and procedures relating w application,
disbursement and recovery of coffee cherry advances;

(d) develop a standard coffee advance agreement;

(e) approve the opening and closing of bank accounts 1a
accordance with the Act;

(f) receive, review and approve the annual estimates of revenue
and expenditure of the Fund and submit to the Cabinet
Secretary responsible for the matters relating to co-
operatives for concurrence and submit to the Cabinet
Secretary for approval;

Establishment of
The Fund.

Object and
purpose of the
Fund.

Sources of the
Fund.

Expenditure of the
Fund.

Functions of The
Board.
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(h)

(M)

9]

O

oversee the monitoring and evaluation of the programmes
and activities of the Fund;

review the performance of the TFund and make
recommendations on the operations of the Fund to the
administrator of the Fund;

consider, review and approve the annual financial and non-
financial statements of the Fund prepared in accordance with
the Act in the format prescribed by the Public Sector
Accounting Standards Board for submission to the Auditor
General with a copy o the National Treasury, Commission
for Revenue Allocation, and Controller of Budget;

consider, review and approve policies on the management of
assets, equipment and all properties under the Fund;

consider, teview and approve ‘he investment policies for the
investment of surplus funds;

receive, review and approve reports on the performance of
the Fund;

(m) decentralize its services, in so far as practically possible, to

(n)

{0)

3.

the coffee growing areas;

consult with the Cabinet Secretary on matters relating to the
administration of Fund; and

perform any cther functions that shall be assigned by the
Cabinet Secretary.

(i) The Cabinet Secretary shall designate in writing, the

Administrator of the Fund, in accordance with section 24(5) the Act.

{2) The Administrator shall exercise the following functions—

(a)
(b)

&

{©)

(d)

(e)

()

supervise and control the administration of the Fund:

develop a predictable, transparent and accountable financial
internal control systems for the Fund;

prepare estimates of annual revenue and expenditure of the
Fund relating to its obligations and operational expenses and
submit it to the Board for adoption;

cause to be established proper systems of control and
oversight under the provisions of the Act;

consult and advise the Boastd on matters relating to the
administration of the Fund,

consult and advise with the Cabinet Secretary on matters
relating to the administration of the Fund as may, from time
to time, be necessary;

prepare non-financial performance report of the Fund and
submit it to the Board for adoption;

be the custodian of the properties, assets and equipment of
the Fund;

Administrator of
the Fund.
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(D

)

(k)

9.

open individual loan ledger accounts for each loan approved
by the Board;

cause to be kept proper books of accounts and other books
and records relating to the Fund and the activities financed
under the Fund;

prepare, sign and transmit to the Auditor-General in respect
of each financial year and within three months after the end
thereof, a statement of account relating to the Fund in such
form as the Public Sector Accounting Standards Board
established under the Act; and

furnish any adcitional informavion which is proper and
sufficient for the proper discharge of the mandate of the
Auditor-General.

PART IV-~OPERATION OF THE FUNDS

(1) A small holder coffec estate or small holder coffee

grower shall be eligibic to benefit from the Fund if that person is —

{(a)
(b)

Py
\~)

(231
(1), a pers

o
L

(2)

(b)

10.
regulation

(a)

(b)

i
or the coftee a

a citizen of Kenya; and
a member of a registered coffee co-operative society; or

affillaled 1 New Kenve Planters Co-operstive Union

Cimied

In additton to the ehgibility eriwwaa set out in sub-regilation

on

i2s i the Fund shall apply

enaiions--—

e co-operative

society, have -

(1) = uational identity card or passport; and
(11) a membership card of a co-operative society;

in the case of a smallholder coffec estate, who is affiliated to

New Kenya Planters Co-cperative Union Limited, have—

(1) anational idenuty card or passport; and

(1) & membership card of the New Kenya Planters Co-
operative Union Limited.

(1) A person who meets the criteria and conditions set out in

9 shall—

in the case of a member of a registered cotfee co-operative

society, apply in the manner set out in Form 1A of the

Schedule; and

in the case of a smaliholder estate affiliated to New Kenya
Planters Co-operative Unien Limited, apply in the manner
setoutz Form !B of the Schedule.

(2) The Board may provide further policies on the application

procedure.

Eligibility.

Application
proczdure
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11. (1) The Board shall provide thresholds for coffee advances Coffec advance

which may be approv int . approval
y pproved by the Administrator i

(2) Any coffee advances approved under sub-regulation (1) shall
be tabled by the Administrator in the subsequent meeting of the Board.

12. (1) Upon receipt of an application tlic Administrator shall ~ Evaluation of
evaluate the application to ensure compliance with these Regulations applications.
and coffee advance evaluation procedures approved by the Board.

(2) The Administrator shall, after evaluation of the application
in sub-regulation (1), make recommendation to the Board to either
approve or reject the application.

(3) The Administrator shall process the applications cn a first
come first serve basis.

(4) Where the Board rejects an application under these
Regulations the Board shall give reasons for such decision within
fourteen days of such decision.

(5) An applicant whose application has been rejected may re-
submit the application upon fulfillment of the requirements set in these
Regulations.

(6) Any decision of the Board shall be communicated to the
applicant within fourteen days from the date of the decision of the
Board.

(7) Any applicant whe is dissatisfied with the decision of the
Board to reject his application for a coffee advance may apply to the
Board for review of the decision.

13. (1) A member of a registered cooperative society or a  Coffee advance
smallholder estate affiliated to New Kenya Planters Co-operative —Peymertr.
Union Limited shall be advanced—

(a) forty per-centum of the prevailing average sales price at the

Coffee Exchange;

(b) twenty shillings per kilogram of cherry delivered; or

(c) forty per-centum of the paymient rate to members by a co-

operative society for the immediate past crop year.

(2) The Cabinet Secretary may review the rates provided under
sub regulation (1) upen the recommendation of the Board.

14, (1) The Board shal! develop the procedures for disbursement — Coffee advance
of approved coffee advances under these Regulations. disbursement

procedure.

(2) The Administrator shail inform—

(a) the applicant; and

(b) the registered coffee co-operative society,

of approved coffee advances of successful applicants under them
within fourteen days from the date ot approval.

(3) The Board shall disburse the approved funds directly to the
bank account of the successful applicant using the details provided by
the applicant in application form.
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15. (1) Any coffee advance shall attract an administration cost of
three per centum of each amount advanced.

(2) The administration cost shall be met by the applicant and be
deducted from the coffee advance.

16. (1) The Board shall develop procedures for recovery of
coffee advances.

(2) The Board may appoint agents for purposes of recovery of the
coffee advances in accordance with the procedures developed under
sub-regulation (1).

(3) The coffee advance shall be a first charge on the applicant’s
sale proceeds for coffee.

(4) The applicant may repay the coffee advance through
alternative sources of income in accordance with the procedures
developed under sub-regulation (1).

(5) Notwithstanding sub-regulation (4), the coffee advance shall
be recovered after the sale of coftee.

PART V—FINANCIAL PROVISION

17. (1) The Administrator shall cause accounts in the name of
the Fund to be maintained for the Fund i a bank within the Republic
of Kenya in line witk the Act and any Regulations made thereunder.

(2% All moneys pavable into the Fund shali be received into the
bank accounts nf1he Fund.

(3) The Fund's bank accounts shall be operated by the
Administrator and two other persons nominated by the Administrator,
and approved by the Board

1&. The Administrator shall ensure that no bank account of the
Fund 1s overdrawn.

19. (1) The Board shall ensure that in any financial year
expenditure from the Fund shall not exceed the annual income of the
Fund together with any surplus income brought forward from a
previous year

(2) The records of expenditure relating to the Fund shall be kept
and waintained in accordance with the provisions of the Act and
Regulations made thereunder.

20. Withdrawals from the Fund shall only be for purposes ot
promoting the objects and purpose for which the Fund is established
and in accordance with the approved estimates of revenue and
expenditure.

21. The Fund shall be governed by all relevant financial and
procurement laws and regulations as applicable.

22. (1) The Board may with the consent of the Cabinet Secretary
invest any of its surplus funds in Government securities.

Recovery of
administration
costs.

Recovery
mechanism.

Bank accounts for
the Fund

Overdrawn
accounts.

Expenditure of the
Fund.

Withdrawals from
the Fund.

Financial and
procurement
Regulations

[nvestments of the
Fund.
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(2) The income derived from the investment of surplus funds
under sub-regulation (1) shall be a source of the Fund.

23. (1) At least six months before the commencement of each
financial year, the Board shall cause to be prepared estimates of the
revenue and expenditure of the Fund for that year.

(2) The annual estimates shall make provision for all estimated
revenues into and expenditures from the Fund for the financial year and
in particular, the estimates shall provide for—

{(a) revenues projected to be received by the Fund from the
sources of funds provided for under these Regulations;

(b) coffee advances;

(c) monies for the administration expenses of the Fund; and

(d} the payment of the allowances of the Board in respect to
oversight of the Fund.

24. The Administrator shall publish and publicize all reports of
the fund approved by the Board in accordance with the Act.

25. (1) The Administrator shall prepare quarterly financial and
non-financial reports in accordance with the formal prescribed by the
Public Sector Accounting Siandards Board and the Act and submit
them to the Board for anicoval.

(2) Upoun approva’, under sub-regulation (1), the Administrator
shali submut the report to the Natwonai Treasory.

26, (1) The Board shali cause o be kept all proper books and
records of account of the wmeeine, sxnenditure, assets, equipment and
properties of the Fand.

(2) Within a period ot three months from the end of each
financial year, the Administrator shall submit to the Auditor-General
with a copy to the Nationa! Treasury, Commission on Revenue
Allocation and Controller of Budget the financial and non-financial
statements of the Fund in accordance with the formet prescribed by the
Public Sector Accounting Standards Board and the Act.

27

)7 The accounts submitted under regulation 26 shall be audited
by the Auditor Genera! in accordance wiil the Constitution, the Act
and ibe Pubiic Auadit Act.

28. The Board shall prerire snnual performance report and
submit to the Cabinet Secictary responstble for matters relating to Co-
operatives.

PART VI——-GENERAL PROVISIONS

29. (1) The winding up of the Fund shail be in accordance with
the provisions of the Act and the Regulations made on winding up of
the Fund.

(2) The Administrator shall pay any amount remaining in the
Fund into the National Exchequer Account for the credit of the national
government

Annual estimates.

Miscellaneous
disclosures.

Quarterly reports.

Accounts of the
Fund.

Audit of accounts.

Anpual
peiformance
report.

Winding up of the
Fund.
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(3) The Cabinet Secretary shall pay any deficit in the Fund from
the funds of the national government in the National Exchequer
Account with the approval of the National Assembly.

(4) Assets other than cash of the Fund shall be transferred to the
accounting officer respensible for matters relating to co-operatives.

(5) The Cabinet Secretary shall submit a final statement of
accounts to National Assembly and to the Auditor-General for audit
within six months from the date of the dccision to wind up the Fund.

30. (1) A person who fails to s1/e informarion or gives
inaccurate or misleading information or falsifies information or
misrepresents information required under ese Regulations comraits
an offence and shall upon conviction be liable to imprisonment for a
term not exceeding five years or to a fine not exceeding ten million
Kenya shillings. o7 t¢ both.

(2) A person who misappropriates any funds or assets of the
Fund, or assists or causes any persen to misappropriate or apply the
funds otherwise thau in the manner provided in these Regulations,
commits an offence and shall, upon conviction, be lable to
imprisonment for a term not exceeding five yvears or to a fine net
exceeding ten million shillings, or i baoth,

W osecuon jall

cydennpes o

31 Pursiar

fmay

Phe

Ravelvinug Fond) Ragalst

Qffences and
penaltics.
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SCHEDULE: FORMS
APPLICATION FORM FOR COFFEE ADVANCE

FORM IA.

(r-10 (1)(a)

APPLICATION FORM FOR COFFEE ADVANCE BY A MEMBER OF CO-
OPERATIVE SOCIETY

PART A

1. Personal particulars

2. Soclety Details

Full Name ...........cooeiiiiiinns Name of SOCIety .. .ovovvviiiiiiiiins
Gender ........... Maie:

Femaie: County.......oooovnviniiiininns
ID.NO..... Sub County..................
(sftach copy) Waard s o s s g3 ssmvmnens s
Postal Address: .. s o sm s v Membership No. ...............o (attach

copy of certificate)

Bank /FOSA account dewails (attach
copy of the Bank Card Piate) OR
Certificaie from the Bank showing
Account holder particulars

Facm Recotds

i. Acreage under coffee.......

11, NO.-Of TTEeS s o5 sses suse

Current Cherry or buni production in (Kg)
Month 1 .......

Month2 .......

Menth 3 ......

Record of previous production and payment
rate for past 2 years.

Payment rate

i1l Variety .. oo s seoms s somss g {KES/Kg)
| Total amount paid
(KES)
Other Incomes Other Debts
Source Amount T [ Institution Amount
(KES) (KES)
| *
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1 authorise that the cherry advance be recovered from the proceeds of my coffee sales

best of my knowledge and belief.

Signature. . coveeis o oo svsmmss |1 ——
PART B

Recommendation by Society

[ certifv that the above information is correct to the best my knowledge and belief
Authorised officers(s) S -
CEO/Manager - Name in Full .. .0

(Society Registration NO.... ... CS NO. {attach cermificate of registration)
Stgnature ...

Date .o

Chairman - Name in Full ...

SIGNATULE oo

Date

OFFICIAL STAMP /SEAL

4

FOR OFFICIAL USE
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REVIEWED BY FUND SECRETARIAT

Name in Full

RECOMMENDED/NOT RECOMMENDED BY ADMINISTRATOR

Name n Full

SEGMATUIE ...\ oeevieeeeie e e et e oo
IDALE: 1 v o muromes o o T 085408 b RS, G PMH bisars are wisiminie sinmiostisnsninsh vl S5 SRR
Comuments if any

APPROVED/NOT APPROVED BY THE BOARD ...... Miniute NO. . .05 semss s s
NamMe 10 FULL et e

Signature ..o soen oo -

DAte ... on o 03 2 w5

TORM i B. (r 10 (1)(bJ)

APPLICATION FORM FOR COFFEE ARVANCE BY A SMALL HOI DER ESTATE
ARFILIATED TO NEW KENYA PLANTERS COOPERATIVE UNION

’, S = S S ——
1. Personal particulars o 2 Estate Details o
IFull Name .............. T — © T IName of Estate .......... L -
Gender ...........Male (attach copy of valid licence)
i F'emale
| 1CoUNLY . e
iDNO. .. . ..... .. {sttach|SubCounty................. q‘
capy) IWArd..... o s smens gesees o
Postal Address ....... o Growers Code. ... .......... o
Tel .
Fmail . ...
L - - S
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Current Parchment production in (Kg)

Delivery 1
Delivery 2

Delivery 3

Delivery 4

Record of previous deliveries and
payiment rate for past 2 years.

{ | Year 1 2
. : e
| Delivery
(kg
_T’aymcnt
rate
(KES/Kg)
Total
amount
paid
(KES) i
;Bank FOSA accouat d=iails (at __-._“pr of |
the Bark Card Plaie) OR Centificate frony i
the  Bark  showinp  Account hoided '
parviculars : i
i Name A/C...... | :
I Bank ... !
' Branch : !
R e e T
Farm Records l |
i. Acreage under coffec. .. ... ; _ |
ii. No. of Trees ........... .. :
il Variety ... !
| i s
Other Incomes . Other Debts
[ s —
Source Amount i ; [nsutution Amount
(KES) ; i (KES)
— { | b——— —_———
Il
i
N | B -
\
i

I authorise that the cherry

DECLARATION

best of my knowledge and beliet.

Stgnature... ..o Daie i 0.

advance be recovered from the proceeds of my coffee sales

Lo certify that the above information is correct to the
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PART B

Recommendation by the Administrator

I certify that the above information is correct to the best my knowledge
Authorised officers(s)

Administrator = Name in-Full et exesons sommnn suas ssb o svmsivmbn svsmesmmnis

(New Kenya Planters Cooperative Union Licence No........... ... (attach copy of
licence)

Board minute nUMDEr........o.ooovvinieiiaineins Date......ooviiiiiiiiiiaen

OFFICIAL STAMP /SEAL

FOR OFFICIAL USE
REVIEWED BY FUND SECRETARIAT

Name in Full oo

ISTNATULE ..ot
DYate .
g(fomments ifany........... oo aroie e s e el S S o1 S SR A 8 LR S |

INamein Full .......c.oooiii v

ESTONAUTE | 0 s s oo 55w us 650 00 0seis o sioviie o sieeramivwiie o

'4Date .................................................

NEDUtE NO. ... v oo 50 semns s Date. .o

Namein Fullic.. o e U YU e g

SHERATULE 2 5. 51w 5 o3 s s smcs o e o

Dated the 3rd March, 2020.

Cabinet Secretary for the National Treasury & Planning.

PRINTED AND PUBLISHED BY THE GOVERNMENT PRINTER, NAIROBI
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LXPLANATORY MEMORANDUM FOR THE PUBLIC F INANCE
MANAGEMENT (COFFEE CHERRY ADVANCE REVOLVING FUND)
REGULATIONS, 2020

I.  The Purpose of Public Finance Management (Coffee Cherry Advance
Revolving Fund) Regulations, 2020.

il.

1.

These Regulations prenose to establish the Coffee Cherry Advance
Revolving Fund under Section 24 of the Public Finance Management
Act, to provide for affordable, sustainable and accessible coffee cherry
advance to smallholder coffee growers.

Smallholder coffee growers have been facing a systemic delay to
receive the proceeds of their cherry delivered to registered co-operative
societies or licensed commercial marketing agents. Accordingly, this
has led to coffee hawking at very low prices or uprooting of the coffee
to plant other crops which have ready markets.

The Coffee Cherry Advance will address the challenge of sysiemic
delays in proceeds from coffee farming and also facilitate the targeted
farmers to cater for their immediate needs.

The Fund’s strategic intervention will lead to increase in coffes
production, improve the quality of coffee and address the immecti.::
financial needs of the smallholder coffee growers as they wait for the
coffee delivered to be marketed. This will also mitigate the delaved
payments and cushion the smallholder coffee growers.

To achieve this pupose, the Regulations in particular:

establish the Coffee Cherry Advance Revolving Fund:

specify the sources, expenditure, object and purpose of the fFund,

provide for the governance structure of the Fund, which include an

oversight Boards, Administrator and Secretariat;

d. delegate the oversite role over the Fund to the New Kenya Planters
Co-operative Union Limited, which is a State Corporation (under
the State Corporations Act) established as a Company (under the
Companies Act, 2015);

e. provide for the expenditures of the Fund;

TN



i

provide for the eligibility criteria for both the members of registered

coffee co-operative societies, and for smallholder coffee estates,

who are affiliated to New Kenya Planters Co-operative Union

Limited;

g. provide for coffee cherry advance approval thresholds, coffee
advance payment rate and coffee advance disbursement procedure;

h. provide for the recovery of administration costs by specifying, in
regulation 15 (1) that “any coffee advance shall attract an
administration cost of three per centum of each amount advanced
and that amount shall be met by the farmers™;

i. penalties and sanctions for abuse of Coffee Cherry Advance

Revolving Fund by creating otf:nces and penalties; and

j. provide for the procedure of winding up of the Fund.

[I. The Legislative Context:

vl1.

The National Assembly delegated the duty to establish national public
funds to the Cabinet Secretary responsible for finance with the
approval of the National Assembly. This is provided for under Section
24 {4y of the Public Finance Management Act, 2012 Tewards this 2nd.
this Fund is proposed to be established under ihis seotion.

The ™ational Treasury aise comptied with the provisions of the
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Statutory Instruments Act on orequirement 10r Dubic consultations

while preparing these Regulations.

iil.  Policy Background

vili.

X.

Coffee plays a key role in Kenya's ecenomy due to its substantive
contribution to foreign exchange earnings, famnily farm incomes,
employment creation and also food security.

Coffee is among the leading foreign exchange earner for the country
and is in the fifth position after tourism, tea, horticulture and diaspora
cemittances and it accounted for 4% of the marketed agricultural
produce (Kenya Economic Outlook, 2018).

The sub-sector directly supports approximately 5 million people
through direct and indirect employment via forward and backward
linkages (Kenya Economic Survey 2017) and its earnings have an
apormous trickie effect to other seciors of the couniry’s economy.
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Xil.

X1il.

X1v.

Coffee is grown in 32 counties spread across Eastern, Coast, Nyanza,
Central, Rift Valley and Western regions on both estates and small-
scale farms.

In total we have an estimated 700,000 smallholder coffee growers who
are clustered under 500 co-operative societies and approximately 2,000
smallholder coffee estates involved in coffee production.

Towards this end, the Government constituted the National Task Force
on Coffee Sub-Sector Reforms with a mandate to review the entire
coffee value chain and identify areas that require interventions such as
production, processing and marketing of coffee. It was also to examine
the existing policy, institutional, legislative and administrative
structures and systems in the coffee industry and recommend
comprehensive reforms among other key issues.

Among the recommendations by the National Taskforce on Coffee
Sub-Sector Reforms under Pillar Three was the establishment of the
Coffee Cherry Advance Revolving Fund to ensure farmers have money
in their pockets as they wait for the coffee to be market to meet their
immediate needs.

~IV.  Regulatory Impact Assessment,

XV.

XVI.

The impact of establishing the Coffee Cherry Advance Revolving
Fund will be ensure farmers access the Coffee Cherry Advance to
mitigate against delay in coffee payment, which is a major problem
that confronts farmers and dissuades the youth from coffee farming.
Towards this end, coffee farmers will stop borrowing expensive loans
which lowers their earnings trom coffee millers, marketing agenis and
commercial banks.

V. Public Consultations

XVil.

Extensive consultations were done while preparing the Public Finance
Management (Coffee Cherry Advance Revolving Fund) Regulations,
2020 with key stakeholders and their input taken into account before
finalization of these Regulations. The nationwide public consultations
on the draft Regulations were organized for all the 32 coffee growing
counties, which were clustered into ten (10) zones (Nairobi,
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XiX.

Murang’a, Kirinyaga, Nyeri, Meru, Kericho, Kisii, Nyamira,
Kakamega and Eldoret).

The key stakeholders consulted included Hon. Senators, Hon.
Members of Parliament, Hon. Governors, Hon. Deputy Governors,
CEC members, Hon. Members of County Assemblies (MCAs),
Chairman/Vice chairman of the Coffee Co-operative Societies,
representatives from the Coffee Unions, Coffee Estates, Coffee
Millers, Faith based Organization, Community base Organizations,
Civil Society, Government Officials (both at national and county level)
and the coffee farmers. A total of about 1,411 stakeholders were
consulted.

It is important to underscore that diverse views were received from the
different stakeholders especially on the mode of implementation of
coffee cherry advance initiative, but largely agreed on the need to
operationalize the Fund under the Public Finance Management Act.

VI. Guidance

O

The National Treasury & Planning, Ministry ot A griculture, Livestock,
Fisheries and Co-operaiives and the New KCPU Board wil} sevsitize
stekeholders including Parliament, co-cperative societies, coffee
farmers and the general public, on the provisions of the Pubiic Finance
Management (Coffee Cherry Advance Revclving Fund) Regulativns,
2020, the disbursement and recovery mechanism, the monitoring and
evaluation mechanism and the need to ensure regular reporting to the
Cabinet Secretary for the National Treasury and Planning and
Parliament.

VIL. Performance Monitoring and Evaluation of the Fund

XX1.

The National Treasury shall monitor the application of the Coffee
Cherry Advance Revolving Fund resources. This will be done through
quarterly reports submitted by the Administrator of the Fund. In
addition, the New Kenya Planters Cooperative Union (KPCU) Limited
shall be responsibie for implementing the Fund and will also carry out
regular monitoring and evaluation of the specific programmes, projects
and develop policies relating to the general administration and
management of the Fund.



VIIIL National Treasury Contact Person.

xxii.  The contact person at the National Treasury & Planning is the Cabinet
Secretary, Hon.(Amb.) Ukur Yatani or the Principal Secretary, Julius
Muia, PhD, CBS.

s —
AMIE). UKUR YATANI
NET SECRETARY TO THE NATIONAL TREASURY AND



