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PREFACE

Mr. Speoker, Sir

The Deportmentql Commitlee on Agriculture, Livestock ond Cooperotives
comprises of the following Members:-

The

The

The

The

The

The

The

The

The

The

The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Choirmon
Vice Choirmon

The Committee emborked on o foct finding exercise conducted through
public heorings to ossess the impoct on cone forming in Kenyo's sugor

belts ond which directly coniribule on the sugor industry. The Committee
visited the sugor belts in Nyonzo ond Western Kenyo from 06rh to 13rh

Sepiember ond the Coostol sugor belts, thot is, Romisi ond Tono Delto,
from l4rh to 'l 8rh Oclober 2009,1o ocquoint themselves with the issues on

the ground.

The public heoring exercise wos done pursuont to the mondote of the
Deportmenlol Committees derived from Notionol Assembly Stonding
Order l98 {3) which outlines the functions of o Deporimentol Committee
sholl be:

(o) To investigote , inquire into, ond report on oll motters reloting to
the mondote, monogement, oclivities, odminislrotion, operotions
ond estimotes of the ossigned Ministries ond deportments;

(b) To study the progromme ond policy ob.jectives of Minislries ond
deportments ond the effectiveness of the implementotion;
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(c) To s'tudy ond review oll legislotion refened 1o il;
(d) To sludy, ossess ond onolyse the relotive success of ihe Ministries

ond deportments os meosured by ihe results obtoined oss
compored wilh their stoied objeclives;

(e) To invesligo'te ond lnquire into oll moilers relo'ting to the ossigned
Minislries ond deporlments os lhey moy deem necessory, ond os
moy be referred to them by lhe House or o Minister; ond

(f) To moke reports ond recommendotions to the House os often os
possible, including recommendolion of proposed legislotion.

Drowing from this dispensotion, lhe Second Schedule of the Stonding
Orders, the Deportmenlol Commitlee on Agriculture, Livestock ond
Cooperoiives mondote covers subjects thoi relote to ogriculture,
liveslock, fisherles development, co-operotives development, produciion
ond morketing.

The pursuit of the obove mondoles motivoled the Commitiee to seek
formers concerns ond other issues in the sugor sub-sector to help in
moking informed decision on lhe sugor induslry.

Notobly, the economy of the oreos visited in Nyonzo ond Western Kenyo
sugor belts is sugor bosed with other crops grown only for subsistence. The
issues in these sugor bells differ slighily from the cooslol sugor belts where
cone production hos been dormont for yeors or is yet exploited. Kwole
lnlernotionol Sugor Compony is in the process of reviving the once vibront
Associoted Sugor Compony in Romisi which stopped operotions in 1988,
while the Tono Delto hos nol been fully exploiied despiie successful cone
voriety triols, feosibilily studies ond inierest to undertoke on integroted
cone development by locol ond internotionol invesiors. The intended
development which is meont to exploil the Delto economicolly still foces
resistonce from lhe locol poslorolisl community.

The Commillee observed ond/or heord firsl-hond the dounling
chollenges thol the cone former hos lo content with ronging from
deloyed ond inodequole poyment for cone delivered, deloyed
horvesling leoding to over-moture cone on forms, inf loied cone
tronsportotion cosl, monipuloiion of weighbridge leoding to reduced
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PREFACE

Mr. Speoker, Sir

The Deportmentol Committee on Agricullure, Livestock ond Cooperotives
comprises of the following Members:-

The

The
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The

Hon.
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Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

John Mututho, M.P.

Lucos Chepkitony, M.P.

Peris Chepchumbo, M.P.

Fred Outo, M.P.

John D. Peso, M.P.

Benson l. Mboi, M.P.

Evons Akulo, M.P.

Dr. Victor K. Munyoko, M.P

Kombi Kozungu, M.P.

Erostus Mureithi. M.P.

Robert O. Mondo, M.P.

Cholrmon
Vice Choirmon

The Commiltee emborked on o focl finding exercise conducled through
public heorings to ossess the impoct on cone forming in Kenyo's sugor
belts ond which directly contribule on the sugor industry. The Committee
visiled the sugor belts in Nyonzo qnd Western Kenyo from 06'h to l3rh

September ond the Coostol sugor belts, thot is, Romisi ond Tono Dello,
from l4rh to 18rh October 2009, to qcquoini themselves with the issues on
the ground.

The public heoring exercise wos done pursuont to the mondote of the
Deporlmentol Commiltees derived from Nolionol Assembly Stonding
Order l98 (3) which outlines the functions of o Deportmentol Commitlee
sholl be:

(o) To investigote , inquire lnto, ond report on oll motters reloting to
the mondote, monogemenl, oclivities, odministrolion, operotions
ond estimotes of the ossigned Ministries ond deportments;

(b) To study the progromme ond policy objectives of Ministries ond
deportments ond the effecliveness of the implementolion;
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(c) To sludy ond review oll legislolion referred to il;
(d) To study, ossess ond onolyse the relotive success of the Ministries

ond deportmenls os meosured by the results obtoined oss

compored wiih their sioled objectives;

(e) To investigole ond inquire into oll molters reloting to the ossigned
Minis'tries ond deportmenls os lhey moy deem necessory, ond os
moy be referred to them by ihe House or o Minister; ond

(f) To moke reports ond recommendotions to the House os often os
posslble, including recommendotion of proposed legislotion.

Drowing from this dispensoiion, lhe Second Schedule of the Stonding
Orders, the Deporlmentol Committee on Agriculture, Livesiock ond
Cooperotives mondole covers subjecls thoi relote io ogriculture,
livestock, fisheries developmenl, co-operotives development, produclion
ond morketing.

The pursuit of lhe obove mondotes motivoled the Committee to seek
formers concerns ond other issues in the sugor sub-sector to help in
moking informed decision on the sugor industry.

Notobly, the economy of lhe oreos visiied in Nyonzo ond Western Kenyo
sugor belts is sugor bosed wilh other crops grown only for subsislence. The

issues in these sugor bells differ slightly from the coostol sugor belts where
cone produclion hos been dormonl for yeors or is yet exploited. Kwole
lnternotionol Sugor Compony is in lhe process of reviving the once vibronl
Associoted Sugor Compony in Romisi which stopped operotions in l9BB,

while the Tono Delto hos not been fully exploited despite successful cone
voriely triols, feosibility sludies ond interest to underloke on integroted
cone development by locol ond internotionol investors. The inlended
developmenl which is meonl 1o exploil the Delto economicolly slill foces
resislonce from the locol poslorolist community.

The Commitiee observed ond/or heord firsl-hond the dounling
chollenges thot lhe cone former hos to content wiih ronging from
deloyed ond inodequote poyment for cone delivered, deloyed
horvesling leoding to over-molure cone on forms, inf loted cone
tronsportotion cost, monipulotion of weighbridge leoding 1o reduced
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cone weight, compromised food securiiy, high cost of form inputs
especiolly ferlilizers ond seed cone, omong other problems. Eoch of these
chollenges ond others ore exploined in detoil in this report which I would
like to urge Hon. Members to peruse ond ocquoint themselves wiih in
order to grosp ond understond lhe mognitude of the problem.

Mr. Speoker, the Committee's public heorings ond other sittings were
mode successful by the commilment ond involuoble ossistonce offered
by the mony slokeholders in the sugor sub-seclor ond development
portners by woy of mobilizing, ononging for meeting venues, oilendonce
ond setting oside time to engoge in the process. The Committee is

groteful ond oppreciotes the support by eoch of the stokeholders.

Above oll, the Committee further expresses profound oppreciotion to the
Hon. Speoker, the Lioison Committee, ond the Clerk of the Notionol
Assembly for focilitotion iowords moking the public heorings ond
subsequent Commiitee sittings possible.

Mr. Speoker, Sir

On beholf of the Committee, it is now my pleosont duly ond privilege to
present this reporl to the House for considerolion ond odoption.

Thonk you.

SIGNED..
HO . JOHN M. MUTUTHO, MP

(cHATRMAN)

{)

\bA IDDATE
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CHAPTER ONE

INTRODUCTION

,I.O 
HISTORICATPERSPECTIVE

1. Kenyo's highest potentiol for industriolizotion lies in ogro-bosed
industries. Forming oclivities direct contribution to the country's GDP is

26%. Cqne qs o crop wos introduced in Kenyo in 1902. The first sugor cone
foctory wos set up ot Miwoni neor Kisumu in 1922 ond loter o1 Romisi in the
coost provincein 1927.

2. A decode ofier independence, the Governmenl of Kenyo
emborked on on exponsion progromme of sugor production through
investmenls in sugor cone growing schemes, ond estoblishment of new
sugor foctories.

3. ln 1966, Muhoroni Sugor Foctory wos pul up by the government. This

wos followed in quick succession by Chemelil Sugor Foctory in 1968,

Mumios (1973), Nzoio (1978) ond SONY (1979) ol Awendo. Todoy, Kenyo
hos seven mojor sugor foctories with on onnuol produclion copocily of
between 550,000 ond 600,000 tonnes of sugor. The sub-seclor remoins one
of the few oreos where governmenl slill hos heovy business inveslmenl.
Recent odditions to the sugor milling estoblishments include Kibos Sugor
Compony ond West Kenyo Sugor Compony bolh of which ore by privote
in ves tors.

I.'I GIOBAI. SUGAR PRODUCTION AND TRADE

4. Over 70 percent of world sugor is derived from cone. The rest is from
sugor beet which is o temperole crop. Sugor production is commerciolly
corried out in 127 covnlries in the world. Whereos this is done on
commerciol bosis, the world morket is not ihe moin morket but only o
residuol morket for the following reosons:

. Most sugor is produced ond consumed in the some country.

. Only obout 30 per ceni of world output is troded internolionolly.
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5. Therefore, the world morkel sugor prices do not form o suitoble bosis
for determining lhe "foir" price for sugor, locolly ond inlernotionolly. The
prices represent the morket only for residuol production ond residuol
demond. Russio is the world's biggest imporler of sugor while Brqzil,

Austrolio, Cubo ond Thoilond occount for 65 percent of the sugor troded
in the world.

6. With globolizotion ond emergence of lrode blocs through
integrolion, non sugor fociors omong them multiloterol trode regimes ond
preferentiol orrongements hove emerged os strong determinonts of
world morkel sugor prices which ore bosicolly region specific ond no
necessory o refleciion of globol supply ond demond for he commodity.

I.3 POTICIES BEHIND GOVERNMENT INVOLVEMENT IN THE SUGAR SUS.SECTOR

7 . The government deep involvemen t in the sugor sub-seclor is

informed by ihe ogrorion leoning policies the Kenyo government
embroced immediotely ofter independence. The following deliberote
policy considerotions hove endeored government involvement ever
sin c e.

(i) The need to ensure self-suff iciency ond subsequent exportoble
surplus in sugor production.

(il) lmport substitution - sugor production wos torgeled os one of the
key economic drivers thot could secure import substilulion ond
thus sove the couniry some foreign exchonge. At independence,
the domestic morket depended lo o lorge extent dependent on
imported sugor; hence the exponsionory policies offered o vioble
o lterno live.

(iil) Tool for sociol development - sugor growing regorded os o
meons of creoting employmenl opportunities {forms ond
foctory workers) ond weollh in the rurol oreos, lhus ensuring o
slrong revenues bose ond stobility for the rurol economy.

(iv) Agent for stimuloting rurol development - through stimulotlng
income generotlng octivities ond focililies to suppori
working populotion in lhe exponsive sugor bells e.g.

other
the

rurol
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electrificotion, reol estote ventures, schools, hospltols, other
supporling businesses ond form enterprises.

8. The policies were fromed ond implemented in disregord of the
welfore of the locol sugor former, ond overorching comporolive
odvonloges. These scenqrios hove conlinuolly been perpeluoled to the
present doy sugor sub-seclor woes.

I.3 THE SUGAR SUB.SECIOR IN KENYA TODAY

9. The cose for the Kenyo sugor sub-sector is one of incomplete
Siructurol Adjusiment Progrommes (SAPs) which brings'to ploy the poliiicol
imperotives thot chorocterize the industry todoy.

10. The countdown to the lopse of the Common Morkel for Eostern ond
Southern Africo (COMESA) sofeguords creoted on otmosphere of
uncerloinly for the sugor induslry in Kenyo which remoins quite
unprepored for the commencement of the COMESA free trode. Internol
imperotives occosioned by persislent conflicls belween the moin stote
octors in the induslry, moinly the Minisiry of Agricullure, Kenyo Sugor
Boord, ond sugor millers on one hond, ond the independent sugor
lmporters hove not ougured well for the locol sugor industry. The genesis
of the recurrent crisis lies in the imporis of opproximolely 200,000 metric
tonnes of duty free sugor from the COMESA region ond lhe perenniol
inefficiency of the locol sugor industry. The duly free import is port of the
restricted import quoio for duty free sugor under the COMESA sofeguords
extended to Kenyo to ollow some groce period os il restructures her sugor
sub-seclor. Allocolion of the imporl quotos lo certoin importers ond millers
olike is done by the KSB.

I l. ln 2009, mixed signols from the MOA on ollowing imports of duty free
sugor from non-COMESA countrles threotened pui induslry operolions in
disorroy. The immediole response of the morket wos lnfloled retoil price of
the commodity ronging between 15-23% within o period of two months.
The closure of sugor foclories for routine onnuol mointenonce, of olmost
the some lime during ihe yeor hos been o dislorting foclor of sugor prices
in ihe country os it hos lended to leod to orlificiolly induced commodity
shortoge.
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12. The sugor lnduslry in Kenyo is worth over Kshs 20 billion in onnuol
lurnover. However, locol production hos for decodes foiled to motch the
estimoled domestic demond of slightly over 600,000 metric lonnes.
According to Kenyo Sugor Boord (KSB), the combined instolled copocity
of the operolionol sugor foctories is 24,880 tonnes of cone per doy. This is

not sufficient to meet lhe domestic consumpiion of sugor, The estimoled
200,000 meirlc ionnes shortfoll is offset by sugor imporis in o conlrolled
monner so os not to odversely destobilize ihe domestic morket. This

conirol coupled with government investment in the vorious sugor foctories
implies lhot the sugor induslry in Kenyo hos never been liberolized.

13. The free morket forces of supply ond demond hove nol prevoiled in

the industry despite liberolizotion of the ogricullure sector ln Kenyo. ln
2OOB|2OO9, sugor production in the world morkei hos gone down wiih
mojor exporters such os lndio ond Chino focing imminenl shorloges. Brozil,

the other key exporter entered into o biloterol ogreemenl with lndio 1o

export lhere lo meet the shortfoll.

14. Due regord wos nol occorded the COMESA sofeguords in lhe Sugor
Aci 2001, which esioblished the KSB. Section 27(1) ol the Act slotes thot
"oll sugor imporls into the counlry shol/ be subjecl to the prevoiling import
dulies, foxes ond other toriffs ond lhot, they will be controlled by lhe
Kenyo Sugor Boord". This, however. controdicls Article 49 of the COMESA

Treoiy. The Article provides thol, "Except os moy be provided by this

Treoty, eoch member slote underlokes to remove immediolely upon the
enlry into f orce of this Treoty, oll non-toriff borriers to imporl lo members
slofe of goods origino ting f rom olher member stoles. . . "

15. Any excess sugor imported inlo the country outside the sofeguords
ottrocts the following toriffs/toxes: lmport duty100 percent; Volue Added
Tox l6 percent; ond Sugor Development Levy ol 2 percenl. lmports of
industriol sugor ore by monufociurers gozelted by the Treosury under the
Tox Remission for Exporls Office (TREO) Progromme. Any industriol sugor

imported from COMESA member stotes by non-monufocturers is

sub.jecled to the full loxes ond levies.
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,l6. 
COMESA hos frequently extended the sofeguords thot hove limited

sugor imports inlo Kenyo from the troding bloc's member stotes. The

sofeguords ore meont io give Kenyo o groce period to moke its sugor

induslry compeiitive. The process hos been poinfully slow despite
extension Io 2012. The foct thot Kenyo is o high cost producer of sugor

complicotes ihe situotion for the locol sugor indusiry which quite
inefficient by internotionol stondords. lt costs Kshs 41,800 to produce o

tonne of sugor compored to Kshs 24,000 in neighbouring Sudon.
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CHAPTER TWO

COMMITTEE FINDINGS ON THE CHALTENGES FACING THE SUGAR

SUB-SECTOR IN KENYA

2.0 INIRODUCIION

17. Sugor in Kenyo hos for obvious reosons been described os bolh
polilicol ond strotegic commodity. The committee set out 1o gother first

hond informolion from the formers who hove borne most of the problems
lhe sub-seclor currenlly foces. Divergent views were gothered in both
western Kenyo ond coostol region sugor belts.

lB. The committee findings highlight o sub-sector foced wilh myriod
chollenges ronging from production to processing ond morketing. These
findings, orising from the public heorings ore summorized in detoil below.

2,3 NYANZA AND WESTERN KENYA

2.3.'l Deloyed poyments

19. This is rompont in oll sugor belts with criticol levels in SONY Awendo,
Chemilil (formers not poid for cone delivered in Morch 200? os o1 October
2009), ond Muhoroni. Owing to the lorge portion of fomily lond under the
crop, this is forcing mony formers 1o sell their cone cheoply to the mony
joggeries in the sugor belt to meet immediote fomily needs.

20. ln oll sugor belts visited, only ihe Molovo belt which is serviced by
West Kenyo Sugor Compony did not hove this problem. Formers were
poid seven doys ofter delivery of their cone. lt olso hod the highest cone
price per tonne to the former of Kshs 3,2'1 3 effective September, 2009 from
on eorlier rote of Kshs 3, 155 per tonne of cone - on increose of 1.80 %.

Agoinst this positive incremenl is o counterproductive increose in tronsport
costs from Kshs 299 per lonne to Kshs 413, on increose of 27.60%
consuming oll the goins the former might hove onticipoted. l1 is o proctice
oll millers hove perfected thereby moking cone forming very unrewording
venture especiolly for the smoll scole formers. Unlike deductions on inputs
supplied which oltroct interest, formers ore not poid interest on deloyed
poyments.
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2.3.2 Monipulolion ol the weigh bridge

21 . This concern cuts ocross oll the sugor belts visiled. There oppeors 1o

be o deliberote mismotch between the tonnoge invoiced ond the octuol
weighl delivered by tronsporiers with formers losing out. The impropriety is

done with the concurrence of foclory stoff o t this point in the choin.

22. The proctice hos roised colls for intervenlion lhrough:

(iii) Address weight froud by fociory employees who double os

formers ond end up grossiy infloling the weight of cone
slocks origlnoting from their forms.

(iv) Construct weigh bridges of the vorious produciion zones

through government gront os is the cose of of o weighbridge
buil't by Kibos Sugor Compony oi Awosi in ihe Nyondo sugor
belt.

2.'l .3 Over-molure cone

23. The problem is rooted ond moinly occosioned
horvesling otlribuled to;

(i) Dishonest foctory officiols.
(ii) Non-odherence to horvesi schedule os

occording 1o plon leoding io selective ond
horvesting driven by fovouritism, corruption,
peddling.

by deloys n

ogreed ond
discriminolive

ond inf luence

24. The obove hos resorted to whot hos come to be commonly referred
to os 'helicopler horvesling'- implying hopping from one form to onother
in complete disregord of the moture cone in the fields of the poor formers.

This hos reoched criticol level in the Awendo sugor belt, Mumios, Nzoio

ond Muhoroni.

I'atsc ll

(i) Full implementoiion of the provisions of Sugor Act of 2001

which provides thot cone be weighed of form gote.

(ii) Hove o former representolive ot the foctory weigh bridge in

the meqntime.



2.1 .4 Gross mlsmonogemenl of foctories

25. The industry woes ore exocerboted by flowed recruitment
procedures of lop monogers due lo politicol potronoge. ln some of the
sugor belts, coses were cited of plonned ond deliberote running down of
the foctories os wos ciied in the cose of Miwoni Sugor Foctory leoding to
ils being ploced under receivership ond subsequent closure. Across
boord, recruitment of competent stoff hos been curloiled by corruption,
nepotism, ond fovouring recruitment olong elhnic divide. The resull hos
been on ocute job skill mismotch.

2.1 .5 lnefflclenl ond obsolele foclory mochlnery

26. Prolonged periods of mismonogement hos mode relurn to
profitobility of most sugor foctories, especiolly government owned, o
plpedreom ond unoble to keep obreost with technology in the industry.
The outcome of this scenorio is low conversion rote, frequenl breokdowns
ond hence high costs of milling the commodily woy obove the world
overoge. The committee found the low levels of efficiency os the mojor
problem contributing 1o poor performonce of the entire locol sugor
industry. The normol proctice by the millers is io cushion the foclory by
tronsf erring most of the cosls to lhe producer thereby leoding to inevitobly
low refurns to the former.

2.1 .6 Lond lilles ond ownership

27. Non-issuonce of certificote of title (title deed) to formers porliculorly
in settlemenl oreos ond upon sub-division hos been on impediment to
production os it poses o Iimitotion for formers interested in securing loons
for cone developmenl. The eventuol revivol of Miwoni Sugor Compony
heovily depends on the outcome of o lqnd dispute in court in respect of
ownership of lond hosling the nucleus esiote. The Commitiee odvised thot
the dispute be pursued through orbitrotion ond ou1 of court settlement.
The court process wos deemed will toke too long ond consume enormous
finonciol resources.

2.1 .7 low cone prices, Heovy loxotion ond other deductions

28. Cone prices ore persisfently low with the price per lonne delivered
remoins unchonged over o long period. In oddilion, the prices ore not
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revlewed upwords in tondem with other production voriobles such os

tronsport, inputs ond other sub-sector costs. The cone pricing formulo by
KSB is not enforced to foctor in frequenl sugqr price increoses into cone

29. The toxolion regime is not fovouroble to the cone former ond is o
disincenlive 1o the development of the sub-seclor. The loxes include
Volue Added lox (VAT), Sugor Development Fund {SDF), ond Cess. The

entire tox burden, which is in excess of 27% of cone delivered, is borne by
the former. Further deductions (wilh inlerest) ore executed by ihe out-
grower institutions ond sugor foctories porticulorly on inputs supplied
denying the cone formers o comfortoble income.

2.1 .8 Burnt cone: Prlclng ond Compensotion

30. Coses of orsonists ore on the rise ond peoked during the post-

election violence period. Poyment of burnt cone proceeds hos been o
conientious issue with formers comploining of being penolized orbitrorily.
Burnt cone poid Kshs 500 less per lonne in Awendo, Chemilil, ond
Muhoroni ond percentoge bosed in Mumios. The penolly on burnt cone is

l5 perceni in Mumios hoving been recently reduced from 30 percent.
Subsequently, formers whose burnt cone wos penolized of the previous

role hove oppeoled for refund of monies eorlier deducled from iheir
proceeds. ln South Nyonzo, formers hove o persistenl problem of deloyed
horvesl of burni cone leoding to loss of sucrose, weight ond even drying
up in the fields.

31. Nonetheless, some coses of cone burning ore o desperote meosure
to otlroct ottention of the milling foctory oui of frustrotion over deloyed
horvesting. ln oddition, despite registrotion with relevont government
outhorities over cone burnt during the post-election violence period, the
offecied formers ore yel to be compensoted.

2.1 .9 Low quolily seed cone ond declining cone yields per unil oreo

32. The current produclion per unil oreo ronges from 40 to 80 ionnes per

ocre depending on ogronomic proctlces opplied, ogoinsl o potenliol of
150 ionnes per ocre. This is ottribuloble to prolonged extrociion of soil

nutrients without proper replenishmenl especiolly through low fertilizer
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opplicolion. To reverse the decline in productivity, formers ocross the
sugor bells odvonced the following meosures.

(i) Allocoiing more reseorch funding torgeling reseorch on high
yielding, high sucrose contenl ond eorly-moturing cone
vo rieties.

(ii) Supplementory irrigotion infrostructure - investing more on such
infrostructure is likely to improve cone yields by over 30 per cent
is expecled to reduce the gestotion period of cone by obout
six months from lhe currenl l8 months.

2.1 .10 Cogenerollon oclivilies

33. There is on emerging oworeness omong cone formers os the
suppliers of row moteriols for cogenerolion octivities. Proceeds from the
products of cogenerotion e.g. electricily generotion (for Mumios),
molosses, ond elhqnol ore never possed on to the formers supplying the
foctories with cone. The cone pricing formulo provided under Sugor Act
2001 does not toke inlo occounl the octivities. The controcls between
formers or even ou1 grower insiituiions copture prices bosed only on cone
deliveries.
34. Mumios Sugor Compony for instonce generotes 38 megowotts of
eleciricily ond sells 26 megowolts ot 8 US cents per kilowott hour to the
notionol grid. This is considerobly of much lower rote thon other
lndependent Power Producers (lPP) ot l3 cents per kilo wott hour. Mojority
of formers in lhe sugor belt hove not benefitted from rurol electrificotion
progromme.

2.1 .11 Prlvollzolion

35. There is unonimity omong formers' on this issue thot the first priority in
the event thot privotizotion of the six foctories where government hos
business interesis. The overriding concerns roised of the public heorings on
this process include:

(i) Thot the government should first revomp the foctories
lhrough purchose of modern ond efficient mochinery before
privolizotion could be considered.

a
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(ll) The nucleus estole londs be divorced from the foclory in ihe
sole.

(ili) Formers ond inierested locols investors should be given
priority ond odequoie lime of two to five yeors to roise the
required copitol.

(iv) Compensotion for those disploced when iheir oncestrol lond
wos ocquired ot the time of estoblishing ihe Mumios Sugor
Compony nucleus estote of current morkel rotes, ond not the
Kshs 90 per ocre poid out in 1976 which wos for below the
morket roie even then.

2.1.12 Oul-growerinslitullons

36. These serve os o criticol link between formers ond the millers.

However, there is on increosing concern on the rote of collopse of these
insliiutions. Although formed under on Act of Porlioment for lhe purposes

of promoting cone growing, out-grower institutions hove not fulfilled this

mondote. Formers' dissotisfoction with Mumios Out-growers Compony
(MOCO) ond mosl other out-grower instilutions ocross the sugor bells is

quite evidenl ond colls for their dissoluiion were expressed. At lhe some
time, sugor foctories ore occused of engineering monipulolions leoding to
ihe collopse of some of the vibront out grower institulions to ensure thot
formers concerns do noi get o voice.

37. Cone formers dissotisfoction is informed by ollegotions of :

(i) Deductions ond misoppropriotion of former proceeds by
officiols of the out-grower instilutions.

(li) Lote ond forced oversupply of inputs especiolly fertilizer e.g.
MOCO.

(iii) Finonciol difficullies thot hove mode the instilu tions insolvent
ond mostly loss moking entilies with no dividends poymenls
'lo the former. Indebledness hos pushed the debt bose into
billions of Kenyo shillings moinly loons by KSB

(lv) Unethicol proctices ond compeiition for membership by oul-
grower inslitutions in the Nyondo sugor belt.
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2.1.'l 3 Duly free sugor fiom COMESA Region

38. Kenyo's 200,000 tonnes of sugor shortfoll is met by duty free sugor
imporied from Common Morket for Eostern ond Souihern Africo
(COMESA). The lifting of the COMESA sofeguords protecling the locol
millers from compelilively priced duty free sugor imports from COMESA
member slotes is o reol concern for the sub-sector. Current extension of
the sofeguord is set to end in 2012 while locol sugor industry is still very
uncompetitive due io prohibilive produclion cosls. Additionolly, locol
sugor produciion is dominoled by smollholder producers operoting
uneconomicol production units.

2.'l .14 The Sugor Act, 2001

39. Amendments to the Act ond its full implementolion come up os one
of ihe key impediments io sugor industry reforms. Provisions in the Act
ronging from weighing of cone o1 form gote, ond volue bosed on sucrose
content, were pointed out os hoving nol been implemenled.
Amendments suggested of the public forums include o review of the Act
to give more independence to the Kenyo Sugor Boord (KSB) in running
the industry by reducing government representolion in the boord.

2.1.'16 Access to flexible ond offordoble credil

40. The KSB hos ovoiled funding for loons to cone formers through the
Agriculiurol Finonce Corporotion (AFC). However, formers ore cotegoricol
thot occessing the loons is difficult due io the mony restriclions qmong
them title deed requirement os collolerol. l1 is the formers' view thot such
loons derived from the SDF only benefii the lorge scole growers ond the
sugor f octories.

2.'1 .17 lncreoslng levels of Trqnsll losses

4l . The loss to the former ore compounded by tronsit loses between the
form ond the weighbridges. This finding is quite rompont in oll sugor belts
orising from spilloge, ond in o few coses unscrupulous lronsporlers who
omong other molproctices turn o blind eye to pilferoge. The slocking of
cone onto the troditionol cone houling troctors olso conlributes 1o these
losses. The groduol shift to other tronsport meqns such os lorries, which is

foster, less risky to rood users ond olso reduces the turn-oround time is

cotching up.
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2.1.18 Food insecurily ond Weok extension-reseorch-former
lin kog e

42. Food securily enhonces productivity ond creoles opportunities for
increosed disposoble incomes. The siluotion in the sugor belts is o controst
of this phenomenon with deep seoted poverty evideni in most
homesteods. A mojor contributing foclor is on entrenched obsession with
cone formlng in the sugor belts which hos tended to consume viriuolly oll
lond ovoiloble to households leoving inodequote spoce for produciion of
food crops ond other form enterprises. This is compromising food security
in the sugor belts os cone formers ore nol reody to diversify.

43. A weok reseorch-extension-former linkoge exists ond needs to be
intensified in order to enhonce informotion dissemlnotion by exiension
workers. This would contribute immensely to better crop husbondry
omong the cone formers. lt would olso dissuode formers in the sugor bells
from directing oll efforts to cone production even when breok-even point
is unotloinoble.

2.1 .19 Economic Slimulus Progromme

44. Recent economic recession hos not spored ony seclor of ihe
economy. Although the government responded positlvely with funding
under the Economic Slimulus Progromme (ESP), it oppeors the sugor wos

overlooked ond hos not benefited form the pockoge despite olso folling
victim of the odverse weother condilions ond prevoiling economic
recession. This could be used to revomp ihe sugor foctories through
purchose of new mills ond boilers to revert them into profitobility.

2.1 .20 Weok former represenlolion ond Dispule resolulion

45. With o much weokened out-grower inslilulions, formers'

represeniotion ln decision moking is curloiled ond concerns hove not
been receiving o foir heoring. The ollernolive ovenue of redress hos

remoined the governmenl through the provinciol odministrotion. This

ovenue hos in mosl sugor belts been infiltroled ond compromised by the

millers. The proctice is perpetuoted by the Mumios Sugor Compony which
goes to the ex'tent of housing senior security ond provinciol odminlslrolion
officiols in the district os well os poying o monthly ollowonce io some of

the officers (poyment vouchers ottoched).
Page l7



2.2 IHE COASTAL SUGAR BELTS

46. Two sugor belts exist in the coost region, thot is, Romisi ond the Tono

Delto. Due to the climotic condiiions of the coostol oreo, cone
production hos o huge polentiol in lhe region bu1 remoins lorgely
u n exploited.

2.2.1 RAMISISUGAR BELT

47. The Romisi sugor bell in Kwole district is one of the eorliest oreos to
benefil from eorly cone development in Kenyo. Esioblished in 1927,ihe
Romisi Sugor Foctory operoted by the Associoted Sugor Compony closed
down in 1984. Beginning 2006 new investors operoting under Kwole

lnternotionol Sugor Compony (KISCO) secured o 99 yeors leose on lond
formerly owned by Associoted Sugor Compony, Romisi.

48. The Romisi sugor bell lond consisting 12,000 hectores hos been
divided to occommodote 4,000 hectores nucleus estote. 4,000 hectores
for titonium extroction ond the remoining 4,000 hectores for the
reseillemenl of squotters. The compony hos o nursery ond initiolly plons to
put 2000 hectores under nucleus estole ond 2000 hectores for out-
growers. The Compony is scheduled to stort cone crushing in lote 2010

ond is designed to incorporote cogenerotion octivities ond ethonol
production. The projections ore such thot formers will provide obout 60

percent of the cone while the compony will coter for the remoining 40

percent for sugor production. The crushing copocity of the foclory is

estimoted ot 3,000 tonnes of sugorcone per doy ond rise to 5,000 tonnes
per doy in lhe medium term.

49. The key issues roised ot the public heoring held ot the proposed
foctory site include the following.

(i) Squotler problem

The new investors in cone forming ore still groppling with the problem of
squotters. Initiol resettlement under Phose I hos olreody been completed.
However, the second Phose is still in obeyonce creoting uncertointy
omong those issued with ollotment letlers.
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(ii) Communily engogemenl ond sensilizolion

Communiiy porlicipotion in the project wos highlighled no1 to hove been
comprehensive ond iop-down opprooch oppeors to be the proctice. Thls
is on outdoted opprooch to decision moking when torgeling community
development. Additionolly, the community roised issue with inodequole
sensilizolion ond lime given for recruitment of out-growers besides the
requirement tho'l one hos lo produce o volid lond iitle to be considered.

(iii) tocol investors/shoreholding

Aport from their role os out-growers, the prospective cone formers in the
oreos hove nol been considered for shoreholding in the new investmenl.
Only three shoreholders were meniioned ond locol communily
shoreholding is not opporenl. The mojorily shoreholder is bosed in Jopon,
while the other two ore locol investors of Asion origin bosed in Noirobi.

(iv) Lond tille

Prospective formers ond locol outhorities in the oreo indicoted thol non-
issuonce of lond tille could deloy registrotion of prospective out-growers
ond needs to be expedited. This opplies olso io lond ollocoted for public
institulions. e.g. schools, shopping centre, churches/mosques ond
dispensorles, within the nucleor estote.

(v) Compensolion

The prolonged closure of Romisi sugor Foctory gove woy lo
encroochment of the nucleor estote lond by squotters, who hove now
been resettled elsewhere. Those relocotes ore now cloiming
compensotion for irees ond fruil lrees felled during the resettlement
process. ln oddilion, workers loid down ofler ihe collopse of the
Associoted Sugor Compony, Romisi hove not received terminol benefits.

(vi) Shoring of resources

Woter resources use come out os on emerging source of conflict
between KISCO ond olher inveslors in the oreo. KISCO is occused of
cloiming sole righis in lhe use of woter obstroction from the Romisi River for
cone irrigotion while Tiomin lnc., which is engoged in titonium mining,

l'jage I()
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needs the some in titonium extroction process. ln oddition, the locols push

for continued use of the wetlonds where they hove been forming rice hos

nol been oddressed.

50. The Tono Delto (currenlly on odminislrotive district) lies within the

semi-orid oreo of Gorsen in the greoler Tono River dis'tricl, Coost province.
The totol ocreoge meosures 200,000 Hectores ond is immensely voluoble
to the locol people who hove built on intricote connection with it. The

produclion systems ond livelihoods of the mojority of the delto's
communities ore linked io the dynomics ond funclioning of the wetlonds

ecosyslem. Ihe delto is exlensively used by postorolists who groze their
cotile in the oreos oround the floodploin. lt is olso o dry seoson grozing

follbock oreo lo mony postorol communities some of whom come from

other districts.

5.1. Sugor Development in the dello through the Tono Delto lntegroted
Sugor Project is plonned to cover 16,000 heclores of the Delto. The

potentiol of susloinoble exploitotion of the Delto lond for integroted
development ond improved livelihood is informed ond supporled by
severol studies omong them; Booker reporl of 1969 commissioned by the
lhen Minister for Agriculture Hon. Bruce Mockenzie; Grobosky ond Poort

Study (Netherlonds I974); Hoskoning (Nelherlonds 1982); ond Nippon Koei

(Jopon 1990).

52. The Tono ond Athi River Developmeni Authority (TARDA) opplied for
ond wos ollocoted lond in the Delto from the Government meosuring
28,680 hectores on 17ih Jonuory 1995 vide Letter of Allocotion Reference
No. 106796.

53. During the lnlernoiionol lnvestment Conference in Morch 2004,

TARDA ond Messrs RAESA of Spoin opened discussions for joint investments
ond iechnology tronsfer in the Tono Bosin. The discussions centered on lhe
lntegroled Sugor Project in Tono Delto ond the lhonotu Volley lnigotion
Project in the upper Tono cotchment. RAESA ond TARDA entered into on
MOU on: Sugor industry project under overheod inigotion system; Sugor
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processing mill; Cogenerolion; Power olcohol, ond production of industriol
sugor.

54. Outside the TARDA projecl, MAT lnternolionol (o compony involved
in sugor imporls), ond loiely Mumios Sugor Compony hove shown inierest
in sugor deveiopment in the Tono Delto, in efforts lo exploil ihe economic
polentiol of the Delto. The Cose for on integroted sugor pro.ject in ihe
Tono Delto is justified by the following:

(i) According to previous ond receni studies, vorietol triols ond
recommendotions of the Nolionol Sugor Conference, Tono
Dello hos the potentiol of responding to chollenges in ihe sugor
industry due lo the fovouroble climotic ond ogronomicol
condilions.

(ii) the conditions fovour fost moturily of the crop (8 months
compored to lB months elsewhere), ond high yields (over 100
melric tonnes per hectore os opposed to 35 - 60 per hectore
elsewhere)

(iii) Avoilobility of odequote lond ond woter for lorge scole
irrigotion.

2.2.2.1 Chollenges

55. Ihe development ond exploitoiion of Tono Delto potenliol hos ot
times been quile controversiol. Among the issues thot come up of the
public heoring include the following.

(i) Environmenlolissues

The community feels oggrieved thol o comprehensive ond imporiiol
Environmenlol lmpoct Assessmenl hos nol been corried oul.
Environmentol concerns vis o yis' Kenyo's inlernolionol obligolions:
technology, biodiversity, wetlonds, woter supply etc. hove been roised.

ln oddition, omong the economic octivities toking ploce wilhin the dello is

fishing octlvities by locol fisher folk. Porticulor concerns of chemicol
residues in relolion to the fishing ociivities within Kiplni oreo hove been
roised.
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(n) Resetllemenl ond resources use

The delto serves os o dry seoson grozing oreo for the dominont postorolist

community, Access to this dry seoson grozing ond woter for their livestock
once the project tokes off is not guoronteed thus roising resislonce to
sugorcone development.

(iii) Communily Porticipolion sensllizolion

Doubts hove been rqised in relotion to the consuliotion ond decision
moking which the community is dissotisfied with ond comploin thot it hos

not been comprehensive. This exposes project development to myriod
boltlenecks if o sense of ownership is not cultivoled omong the locol
community. The community hos therefore nol been odequotely sensitized
on the potenliol economic benefils the project portent.

(iv) Lqnd lille ond Ownership

The community perception is thot issuonce of lond litle in the oreo is being
done selectively in fovour of the forming community. This hos roised
suspicion in the locol postorolisi community who rely on the lond torgeted
for sugor forming os o dry seoson grozing oreo. The possibility of
resettlement further roises secondory concerns reloting to sociol justice

ond equity, lond ownership {indigenous ond minority communities) ond
humon rights.

The lond issue is o source of internol conflicis between the locol
communilies, thot is, the postorolists ond ihe forming community, creoting
divisions in occeptonce of the proposed sugor project venture.
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CHAPTER THREE

3.0 INTRODUCTION

56. The Committee held meetings with the Monogement ond the Boord
of Directors of the sugor foctories to deliberote on the issues offecling the
sugor sector. The meelings olso provided the Commiitee with on
opporlunity to seek clorificotions from the monogement of the sugor firms

on the specific concerns roised by the formers in September 2009 when
the Commitlee visited their zones ond which hove been summorized ot
'the Appendix l.

57. In porticulor, the issues thought to stond in lhe woy of formers from
reoping moximum benefits from their investments in the sector were
especiolly of greot inlerest to the Commiitee. The componies who mode
oppeoronces before the Committee were:-

l. Chemelil Sugor Compony
2. Sony Awendo Sugor Compony
3. Muhoroni/Miwoni Sugor Componies
4. Kibos Sugor ond Allied lndustries Limited
5. Mumios Sugor Compony Ltd
5. Kibos Sugor Cone Ouigrowers Compony Limiied
7. Mumios Sugor Ouigrowers
8. Mumios Sugor Compony Ltd, but the meeting wos deferred

58. Although Mumios Sugor Compony Ltd mode oppeoronce before
the Commiitee, no submissions were received since the meeling wos
deferred to o loler dote. On Tuesdoy, 271h April,20l0, the meeling wos to
toke bul which the Mumios monogement exploined they were engoged
in oiher Compony's ociiviiy. No other dote wos given before this report
wos concluded. However, the Monogement submitted written responses
on the issues which hod been roised with the Compony ond which hove
been ottoched to this report ot Appendix ll.
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59. Nzoio Sugor Compony foiled to oppeor before the Committee since
compony hod no functionol Boord of Direclors of the lime. The Boord of
Directors of the Kenyo Sugor Boord olso mode presentotion to lhe
Commillee. The synopsis of the deliberotions thoi ensued is presenied
here below with respect to eoch of the slokeholder sugor foctories.

3.1 THE CHEMELIL SUGAR COMPANY LIMITED

60. On Tuesdoy, 'l 6rn Februory, 2010, the Committee met wilh the
Monogemeni of the Boord of Dlrectors of Chemelil Sugor Compony. The

deliberotions with the Monogement of the Chemelil Sugor Compony Ltd

touched on both the chollenges foced by the Compony in executing its

mondote ond those thot the Committee gothered from the formers when
it visited ihe oreo.

61. The formers issues were dlscussed ond reloted to the following:-

(o) Foully Weigh Brldge

The Commiitee wos informed thol the ollegotions of tompered weighing
mochines were not true, but thot the mochines were olwoys in
complionce with the Weights ond Meosure Stondords of the Kenyo
Bureou of Stondords (KBS). The Commitlee demonded for the necessory
certificote of inspection from KBS to oscerioin the explonotion given. The

Commiilee olso sought lo know why the Compony rounded-off the
weights of the sugor cone delivered io the fociory, ond odvised thot the
Compony stops this proctice lo prevent cumulotive losses occruing to the
formers.

(b) tole poymenl of formers

The Committee wos concerned by the formers' revelolion thoi their
poyment dues for the cone delivered were being deloyed ond this hod
coused unlold suffering os lhey could meel lheir doily bosic expenses. ln

response, lhe Committee wos informed thol ihis hos since been rectified
ond thot the December 2009 supplies hod been poid. The Committee
wos ossured thot ihe cosh flow problem which lhe Compony formerly

experienced hod been oddressed.
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(c) low price of cone

The Committee wos informed thot the Compony poid good prices
compored to olher componies in the COMESA region despite the high
cost of production. The Commiitee wos further informed thot the sugor
prices were demond-driven ond determined by dislributors o1 vorious
ports of the country. The Commiltee wos olso informed thot non-toriff
borriers such os illegol importotion of sugor worked to offect sugor prices
in the morket. The Commitlee therefore recommended thot the
Government ollow only the importotion of sugor to be undertoken by the
sugor foctories ond not unscrupulous troders or individuols.

(d) Confllcl with Muhoroni Sugor Compony Ltd

The Committee heord the ollegotions of the conflict with Muhoroni Sugor
Compony did nol exist, but thot the Kibos Sugor ond Allied lndustries Ltd
were buying cone which other componies hod invesled in. The

Committee further heord thot Kibos Sugor Compony hod no cone of its
own buf pooched from the formers of Chemelil, Miwoni ond Muhoroni
Outgrowers.

(e) Poor cone vorielies

The Committee wos informed thoi inspite of the development of eorly
moluring sugor vorieties by the Kenyo Sugor Reseorch Foundolion (KSRF),

the formers were reluctont plont them for feor of crop losses os o result of
deloyed horvest. The Committee heord the explonotion thot the formers
could lose up to 100 percent of the crop os compored io 50 percent in
the cose of the trqditionol sugor vorieties.

The Committee recommended thot the monogement of oll the sugor
componies underioke exiension ond educotion services to the formers to
odopl ond grow eorly moluring vorieties 1o increose the tonnoge per
ocre, ond thot the componies move to modernize their operotions wiih o
view to horvesting the formers' cone on time. The Commiltee further
recommended thot the sugor componies invest in the diversificolion of
the cone producls in order lo reop moximum benefits from the processing
of cone.
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(t) Nepolism in lhe recruilmenl of sloff

The Committee wos lnformed thot the recruiiment ond oppointmeni
procedure used to be hophozord ond lock professionolism, but thoi this

hod been reclified following lhe estoblishmenl of o funciionol ond
prof essionol humon resource deporlmenl of the compony. The

Commiltee wos further informed thol os o resull of this recruitment reform
process, most of the unquolified workers hove since left the Compony. The

Committee wos olso informed thol ony recruitment being undertoken by
the compony wos being vetted with help of reporls from the Kenyo Anti-
Conuption Commission (KACC) ond Notionol Security lntelligence Service
(NSIS) before oppointment in order to ensure persons of high integrity
were given oppointment.

(S) High cost of form inpuls

The Commiltee heord thot the high cost of fertilizers were os o resuli of
procurement processes underioken by individuol sugor componies, ond
thot this hod been oddressed following ihe intervention by the
government ihrough Agriculturol Developmenl Corporoiion (ADC) which
hod given the responsibility 1o undertoke the importolion on beholf of the
foclories.

(h) Poor representolion of formers

The Committee wos concerned by the comploint by the formers during
the public heoring thot the composition of the Boord of Directors did no1

reflect odequote representoiion from lhe locol formers. ln response, the
Boord exploined thot the sugor compqny hod been undergoing
restructuring ond ihot the interests of the formers hod been cotered for in
the present composition of the Boord. The Boord further exploined thot
rotionolizolion ond reforms being underloken were oimed of minimizing

costs in order to increose profitobility of the compony.

The Commiltee therefore odvised thot the Boord toke cognizont of the
interesis ond views of the formers of every level of their decision moking
processes. The Commillee further odvised thot the monogemenl include
ihe inclusion of formers' represeniolive o1 the weigh bridges. The

Commitlee recommended thot formers porticipotion be slrengthened
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through the formotion of ihe out grower orgonizolions in oll the sugor
foctories.

(i) Obsolele mills

The Commiitee wos informed thot the obsolete equipment hod
contributed io the high cost of operolions. The Committee wos further
informed thot the compony wos undertoking steps to move from the old
systern of mointenonce to embrocing the reliobilily cenlered system in

order 1o ovoid shutting down operotions during routine moinlenonce. The
Comrniltee wos olso informed ihot this would be ochieved by hiring well
troined ond competent engineers. The Committee therefore
recornmended thot the independent lechnicol experts be hired to look
inlo rnointenonce of lhe componies.

0) Hlgh levies

The Committee wos informed thol sugor industry wos overtqxed in the
country, ond thot ihe government needed 1o review the toxes imposed
on su gor.

(k) High Cess

The Commiltee wos informed thot Cess chorged o1 kshs.l9 per ione of
cone wos being deducted from formers ond porl of which wos being
remitted to the councils to be used for the mointenonce of roods. The
Comrnittee wos further informed thot the use of Cess hod not met the
expectotions os the work ended up not being done or poorly done. The
Comrnitlee recommended thot the fund be consolidoied from oll the
sugor componies ond the rood mointenonce be conducted from o
centrolized of f ice.

(l) lond grobbing

The Committee wos informed thot some speciol purpose plots olong river
bonks hod been grobbed by squotiers olong the rivers ond roods ond in
them cone plonted. The Commiliee wos furlher informed thot lhe plots
hod since been repossessed. The Commiltee wos olso informed thot oll
employees who hod illegolly settled on the plots hod signed code of
ethics to odhere to oll rules ond regulotions of the compony. The
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Commitlee heord thot the Compony olso resolved thot the poor formers
whose cone wos confiscoted be compensoted.

(m) Sugor lribunols

The Commiitee wos informed ihot sugor tribunol existed in lhe compony.
The Committee urged the monogement to use the forum lo expedite
coses in order to oddress the problems offecting the compony.

(n) Privolizolion of the Compony

The privotizotion of the sugor foctories wos olso roised during the
deliberotions in which the Committee wonted to know the plons the
Directors hod to ensure thot formers goined on upper hond during ihe
process. ln response, the Boord expressed lhe wish thot ihe privotizoiion
follow ihe due process of the low pursuont to the provisions of sugor oct of
2001 ond os omended in 2005, where priority hod been given to ihe
formers.

The Commiitee wos told this would need copitol investmenl to reploce
the ouldoted technology ond oddress lhe problem of copocity os well os

improving efficiency. The omount wos stoled o't on estimoted 2-2.5 billion

shillings with o poybock period of between 7 ond 8 yeors.

ln the meonwhile, ihe Commiilee olerled the compony ihol there wos

the need to look into issue of illegol middlemen buying the cone from

formers of lower prices thon offered ol the morket, ond thereofter selling

lhe cone to ihe foclories. This wos lhoughl to impoverish the olreody poor
sugor cone f ormers.

3.2 THE SONY AWENDO SUGAR COMPANY

60. On Wednesdoy, 17th Februory, 2010, the Commillee held
deliberotions with the Monogemenl of the Sony Awendo Sugor Compony
in which issues lhot hod been roised with the Chemelil Sugor Compony
emerged. These were:-
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(o) Deloyed poymenls

The Commiltee heord thot the problem of deloyed poyments which used
to exist of Sony Awendo Sugor Compony owing to the insolvency of the
Compony hod been oddressed. Ihe Committee furlher heord thoi the
poyments to the formers wos being mode promptly ond in occordonce
wiih the provisions of the Sugor Ac1 (2001), which require thot poyment be
done 30 doys ofter sugor deliveries ore mode.

( b) Lole horvesl

The Committee wos informed thol there could be isoloted coses of
'helicopter' horvesting, ond thot whenever such coses were detected the
culprits foced disciplinory oction by the compony. The Committee wos
furlher informed thot o progromme hos been put in ploce for developing
ond horvesting of cone by the sugor compony.

(c) Cone honsporlollon

The Committee heord thot the compony hod expediliously oddressed ihe
problem of cone tronsporiotion though the hiring of privote lronsporters to
support the sugor compony's own tronsporl. The Commitlee further heord
thot cost incurred using the privote tronsporters were very reosonobly foir
since the procurement process wos mode lronsporent.

(d) Over dependency on sugor

The Committee wos informed thot the compony wos investing in the
diversificotion of its products, ond thot there wos o progromme in ploce to
engoge in the cool generotion chip boord moking.

(e) High Cess chorged by the Compony

As it wos stoled in the cose of Chemelil Sugor Compony, the Committee
wos informed ihot despite the Cess being chorged ond submitled to locol
oulhorlties to mointoin roods, this hod fell shorl of expectotion.
Consequenlly, the Committee recommended thot the Cess be retoined
by the sugor componies who would then utilize the funds for the purposes
for which they hod been set, just like the cose of teo foclories in the teo
growing oreos.
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(D Cone burnlng

The Committee wos informed thot cone burning wos o common prociice
wilhin the foclory plontolions ond if there wos on illegol burning of molure
cone octivities, the compony exploined thot ihis wos done by orsonisl
who would wonl the compony to incur cone losses. According io the
compony, 'the culprits once opprehended would be deoli with in

occordonce with low.

(S) Poor reseorch

The Commitlee roised ihe concern thot the vorielies of cone used in ,]970s

which toke up lo 24 months were still being plonted todoy by the formers.
The Committee noted ihot formers hove conlinuously suffered long yeors

of woiiing to eorn their incomes from the cone. ln response, the
monogement informed the Committee thol there were new vorieties thot
molured ot within l7 monlhs ollhough formers were yet to odopl the
plonting of ihese vorielies.

(h) Consulloncy work

The Committee wos informed thot operotions of lhe foclory ore done by
the compony professionols hired when ihe currenl monogemeni come
inlo office two ond holf yeors ogo. This hos reduced the cosls of hiring

experts for mointenonce.

(i) High toxotion

The Committee wos lold lhot the tox levied (by the governmeni) on sugor
in Kenyo which stood of 27% wos the highesl iox on commodity goods.
While deeply concerned by this high toxotion, the Committee therefore
recommended thot the government move to reduce the current tox rote
on sugor without further deloy in order for the formers to reop moximum

benef its for their investment.

0) Funding lo the Kenyo Sugor Boord (KSB)

The Commiilee wos informed thot the volue for money from the funds

received by foctories from the KSB wos nol worth when the cost benefit
onolysis wos undertoken. The Committee wos further informed thot if the

sugor sector wos to be o blessing to the economy of the counlry,
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odequote funding should be ollocoied io the sugor inslitutions such the
KSB ond the Kenyo Sugor Reseorch Foundotion (KSRF) in order lo exercise
their mondote effeclively ond efficiently.

(k) The Sugor Act (2001)

The Commitlee wos informed thot the Sugor Acl (2001) wos inodequote
to oddress issues of the sugor sector, even ofler the omendments were
mode in 2005. Therefore the Commiltee recommended thoi the Sugor
Act be reviewed to reflect the concerns roised by lhe ployers in order to
creote o good working environment for the prosperity of the sector. The
Amendmenls will focus occommodoting the views expressed during the
public heorings os coptured in porliomenlory Honsord ond other
porliomentory ond non-porliomentory reports. Of porliculor concern is the
weighing of the sugor cone of form gote. Although this will not be eosy to
ochieve, the sugor Act could be omended such thol the millers ore
borred from owning the weigh bridges bu1 ore represented ot weighing
c e n tres.

Subsequently the Committee recommended thot the weigh brldges ore
voluoted ond sold to the formers through check-off syslem ond thot
efforls be mode to ensure the weigh bridges meel legol ond technicol
complionce to the weights stondords.

3.3 THE JOINT RECEIVER MANAGERS FOR MUHORONI AND MIWANI
SUGAR COMPANIES

62. On Thursdoy, 25rh Morch, 2010, the receiver monogers held sittings
wilh the Commiltee to discuss the problems offecting the 1wo sugor
componies. ln undertoking the deliberotions, the Committee sought to
gother informotion reloting to the following oreos:-

(i) The performonce of the Miwoni ond
Componies in lerms of their profitobilily
ploced under receivership.
Level of indebtedness of the two componies.

Muhoroni Sugor
since they were

Why poymenls to cone tronsporlers hod not been seltled by
then.

(ii)
(iii)
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(iv) Why the monogement requests for the write off of huge VAT

debis.
Why the cost of production is skyrocketing.
Why there is retention of Cess money in the foctories ogoinst
the originol proctice of remilling to lhe Councils in which they
foll under.
The impoct of the weigh bridge from Kibos Sugor lndusiries 1o

the componies.
How they intend to use money received from Kenyo Sugor

Boord (KSB).

Term limit of the receiver monogers
The cose offecting Miwoni Sugor Compony ond the woy
forword
The omount poid to formers per lonne

(vii)

(viii)

(xi)

63. ln response, the Committee wos informed os follows, thot:-

o) The reoson behind the stognoled profit wos due to low copocity
ond high produciion costs ol the sugor foctories. Il wos exploined
lhot there must be o conversion of 6500 tonnes of cone per doy in

order for economies of scole to be reolized, ond which the two
componies fell short. lt wos further exploined thoi some of ihe old
mochines hod been reploced ond regulorly moinloined, os well os

new turbines boughi to supplemenl power generotion from Kenyo

Power ond Lighting Compony (KPtC). This hod helped to improve

the efficiency to obout 70 percent.

b) Both Miwoni ond Muhoroni Sugor Componies hod been reloining

60% of Cess in the foclories to mointoln roods in the zone, ond the

rest 407" remitted to the locol outhori'lies. The Cess monies hod been

used to rehobilitote 75km of roods in the oreo in lhe lost two yeors,

ond thoi ihere wos mochinery owned by the foctories 1o do ihot
work. lt wos stoted thot mochinery worth Kshs. 87.9 million hod been

received from the Kenyo Sugor Boord (KSB) ond token lo Muhoroni

to ossist in rehobilitoting of roods.

c) The fqrmers in Muhoroni were owed for cone deliveries for months of
October 2009 to Februory 20lO ond efforts were being mode to
cleor them.
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d) Ihe tronsporters of cone hod not been poid dues omounting to Kshs

25 million which hod occumuloted from the time before the two
componles went into receivership. Port of ihis debt hod been poid
from the gront from the KSB omounting to Kshs T5million.

e) As ol Morch 2009, Muhoroni Sugor Compony hod debts omounting
to Kshs l3 billion colloterolized ogoinst its ossets worth Kshs 3 billion.
This wos exploined os hugely inherited from the former
monogemenl, ond which stood in the woy of ottrocting investors
unless the debts were written off, especiolly in foce of the
impending privoiizotion of the sugor componies. li wos olso
exploined ihot the debts were occosioned by uniloterol decision by
the government to increose cone to Kshs 2500 per tonne in 2005-
2007 ogoinst declining sugor prices. The Committee therefore
recommended thoi the government wrile-off the debts before the
plonned privotizotion con be undertoken.

f) The price of cone per tone poid to the formers stood ot Kshs 2,928
bosed on the sucrose content of cone delivered ond in

occordonce with the sugor Act (2001). This price wos stoted os
being low compored to some other componies owing to high
production cosl ond diseconomies of scole. Further, the sugor
technology of Muhoroni wos stoied lo process only lhe green cone
(in controst io burnt cone) where formers lose Kshs 500 per tonne, in
line with section 7 (2) of the Second Schedule of the Sugor Act
(2001), which the formers were educoted obout before occepting
to deliver the cone to the foctory.

g) The term of the receiver mqnogers wos olwoys opproised o1 the end
of every yeor during the month of Februory by the debenture
holders, Kenyo Sugor Boord. ln the evenl thot these componies
were privotized, the term of the receiver monogers wos expected to
be terminoted.

h) The privole weigh bridge se1 up by KIBOS Sugor Compony (o privole
compony) neor Muhoroni ond Miwoni foclories wos stoted os foulty
ond poorly sited. l1 wos further stoted lhe weigh bridge wos
slrotegicolly ploced to pooch cone which belong to other foctories.
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i) There is o cose in courl involving Crossley Holdings ond Miwoni Sugor
Compony in which ihe osseis of the loler were sold froudulently
under mysterious circumstonces The cose hod been drogging on for
o long time (since 2008). The Commlttee wos therefore requesled to
follow up lhe motter with the ottorney generol to expedite lhe cose.
On ils port the Committee recommended thot the government
lerminote the tenure of the joint receiver monogers to enoble KSB

independently verify if the joinl Receivers hove been negligent in

their duties ond responsibilities leoding io ihe sole of the lond ond
huge poyments mode 1o unsecured crediiors clossified os secured
crediiors under suspect circumstonces.

3.4 KENYA SUGAR BOARD (KSB)

64. On Thursdoy, Februory. lBih, 2010, ond on Tuesdoy 27t^, April,2Ol0,
the Commiltee held meetings with the Directors ond Monogemenl of ihe
Kenyo Sugor Boord. The following issues emerged.

o) Poor monogement

The Committee wos informed thot the govern ment-owned foctories were
not performing to the solisfoctory of KSB. The Committee heord
explonolions for the poor performonce of those foctories in lerms profits,

prices ond lime of poyment, os due to the lorge workforce thot droin
resources os o resull high cost of expenditures.

The Commitiee wos further informed thot both Miwoni ond Muhoroni

Sugor Componies hod no business plons ond only operoted of breok
even point with the componies' receiver monogers being poid high

solories. Consequently, the componies were reeling in deep deb1s.

The Commillee therefore requested for the necessory documentotion to
be ovoiled 1o lhe Committee including procedures for the sourcing ond
the subsequent oppointmenl of the two receiver monogers of the
Muhoroni/Miwoni foctories.

The Committee heord thot the privote sugor componies such os the
Mumios Sugor Compony hove disregorded the directions of the KSB, ond
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therefore proposed ihot the Sugor Act (2001) needed to be omended to
give KSB powers to discipline individuol componies which foil to odhere to
the regulotions.

b) Low prices

The Commitlee wos informed thot o formulo thot hod been developed in

2003 for deiermining foir prices in the different sugor belts wos not being
odhered to by the millers. The Committee wos further informed thot KSB

could not enforce the implemeniotion of the some due lo weok legol
fromework provided by the Sugor Act (2001). Subsequently, the Directors
of the KSB urged the Porliomeniorions to provide for ihe enobling
legislotion for the KSB 1o exercise the powers bestowed upon i1 in deoling
with the sugor foclories.

c) Politlcol inlerference

The Commiitee wos told thot ii wos difficult to odhere to lows governing
lhe irnportotion loxes, duties ond customs os provided in the sugor oct
(2001) due lo politicol interferences. The Committee wos further told thol
the politicol interference wos olso responsible for the reosons why the
industry could not be well reguloted to ensure profitobility.

d) Miwoni Nucleus Estole

The Committee wos informed thot lond belonging to Miwoni hod been
sold oi on Auclion for Kshs. 752 million ond o furlher omount kshs.680
million wos poid to unsecured creditors clossified os secured creditors.
While demonding thot the KSB provide the evidence for the poyment os
well os the records of the inventory of Miwoni Sugor Compony reloting to
the lond in quesiion, the Committee recommended thot the lond cose
be settled through orbilrotion ond on out of court settlemenl to reduce
time ond costs. The Commitlee furlher recommended the receiver
monogers be terminoted immediotely.

e) High cosl of production

The KSB exploined thot it cosls $600 to produce one tonne of sugor ond
this woy obove the cost incurred in other countries incur 1o produce the
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some quontily. This wos portly ottributed 1o lhe high cost of inpuls ond
diminishing lond sizes, leoding io diseconomies of scole.

The Boord olso oiiributed the high cost of production to the old mills thol
ore not properly well mointoined ond therefore operoting ol low
efficiency. However, the Committee wos quick io remind KSB thot lndio
hos one of the oldest mills yet the country boosts of high efficiency in the
sugor operotions since the mochines ore properly mointoined.

As porl of cosl cutiing meosures, ihe Commillee ond KSB recommended
for the reduction of credit interest roles form 10% lo 5% to enoble formers
get occess 1o loons ond io enjoy economies of scole.

f) High historicol debt portlolio

The Commlttee heqrd thot the millers hod occumuloted high debts over o
long period of time which hos been conied forword lo lhe presenl with
the consequence thol this hos offected the componies from eosy occess
lo credil f ocilities.

S) Weok reseorch extension linkoges

The Commiitee wos informed thot oui of the 47" the KSB collecied os

sugor levy, only 0.94% of goes to reseorch. This wos noied 1o be insufficienl
1o couse o successful production of o new cone voriely which lokes l6
yeors in Kenyo os compored to South Africo which tokes l1 yeors. The

Commiilee therefore recommended thot KSB work in colloborolion wilh
Kenyo Agriculturol Reseorch lnstitute (KARI) in undertoking reseorch on
improving cone since the loter is one of the leoding inslilulions with the

best reseorch focilities in Africo.

h) Poor infroslruclure

The Commitlee wos informed thot the rood nelwork in the cone growing
oreos wos poor, ond thol the losses incuned on lhe roods during
ironsportolion in terms of spilloge ore huge. The losses occount f or 20% lo
30% of the lotol cost of production.
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i) Prlvollzotlon of sugor foclories

The Committee wos told thot the process of privotizing the five siote-
owned millers (Chemelil, Sony Awendo, Nzoio, Muhoroni ond Miwoni) hod
been given to the Privotizotion Commission of Kenyo ond thot this wos on-
going. The Committee wos further told thot cobinet memorondum hod
been signed by the Ministry of Finonce, Ministry of Agriculiure ond the
Ministry of Londs on this subject but wos yet to be expedited.

The Committee wos concerned by ihe revelotion thot the KSB wos not
privy to the progress of the privotizotion, neither wos the body involved ot
its conception yei it wos the regulotor in the industry. The Commiitee wos
further concerned thot KSB did not corry out the cost benefit onolysis
(CBA) to delermine whether privotizotion wos beneficiol or not.

The Committee wos told thot the proposed shore holding for the
privolizolion of the sugor foctories were thot the formers would get only
247o, compored to the privote investor of 51%;the rest went 1o the to the
government of Kenyo. This wos in controsi .fo the provisions of the
Privotizotion Act which requires thot formers get 51% whenever o public
compony wos privotized.

The Committee wos further lold thot privotizolion would bring benefits thqt
include lhe f ollowing-

(iii)

Get copitol 1o modernize the indusiry ond diversify.

Enhonced privote sector porticipotion eliminoting hisloricol
problems.

Finonciol restructuring of debt portfolio ofter privotizotion.

j) Performonce qpproisol of Muhoronl/Miwoni receiver monogers

The Committee wos told tho.t ihe joint receiver monogers of Muhoroni ond
Miwoni were to oppeor before the KSB on 28rh April,20l0, for opproisol.
The Commiliee wos furiher iold thot the work of the joint receiver
monogers wos below stondord going (os low o 30%). Subsequently, the
Commitlee wondered why the monogers were still in office yet their work
hod been roted below por, ond thot they were being poid huge solories.
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ln response, the KSB exploined thot they hod wonted to terminote the
lenure of Miwoni ond Muhoroni receiver monogers, but thot the Minislry of
Agricullure issued o letter extending the tenure to ollow privotizotion to
proceed smoothly.

k) lssues regording Mumios Sugor Compony

The Commitiee wos informed thot Mumios Sugor Compony hod olwoys
nol cooperoled with KSB since its privolizolion took ploce. The Committee
wos further informed thoi Mumios Sugor Compony hos olwoys ignored
directives of the KSB lo the extent thot the compony hod ioken control of
lhe Mumios Out-growers Compony funds. The Committee wos olso
informed thot the cose reloting to the dispute over the funds wos in the
orbitrolion courl.

The Commillee therefore recommended thot the cose be expedltiously
concluded lo sove the formers further suffering.

3.s KrBOS SUGARCANE OUTGROWER COMPANY (KTSOCO)

65. Kibos Sugorcone Outgrowers Compony (KISOCO) is o young out-
grower compony which wos estoblished in 2006 ond operoles in the
Nyondo Zone of Nyonzo province. The events of the posl election
violence look o loll on the compony when iis premises, certificotes ond
cone were burnt down

66. The Commiltee wos informed thol compony locked funds lo poy
formers, leoding to deloyed poymenls. The Commitlee wos further
informed lhot the problem hos remoined unresolved since lhe outgrower
could not be gronted loons by KSB due io lock of cleoronce by the Miller
os per the Sugor Act (2001 ).

67. Olher chollenges ciled include poor siote of the roods, especiolly in
the roiny seoson ond ihe resiriciion ihol the out-grower supply cone only
to Kibos Sugor ond Allied lnduslries wos prone io obuse given ihe poor
relolionship belween them.

Page l8



3.6 KrBOS SUGAR AND ALUED TNDUSTRIES UMTTED (KSA|t)

68. The Kibos Sugor ond Allied Industries Limited wos registered in 1999

ond storted its operoiions in December 2007. Kibos Sugor ond Allied
lndusiries Limited obtoin its cone supply from the following outgrower
componies: Nyondo, Kokomosi, Miwoni, Kibos ond other cooperolive
societies-

69. From the deliberotions with the Committee, the following sugor
sector issues emerged:-

o) Poor infroslruclure; thot this hod the effect of increosing
tronsportotion costs os well os ihe high losses incurred during
tronsportotion of cone to the fociories.

b) Errolic ond poor dislribution of roin; thls is not predictoble ond long
dry spell moy hinder proper growth of cone, hence the need for
initiotion of irrigotion system.

c) Poor Reseorch; there is need for vorieties lhot ore eorly moluring to
compete with countries like Mouritius ond South Africo by
empowering reseorch.

d) High loxotion; which leods to low proceeds 1o poor formers from
their investments

e) High cost of inputs; especiolly seeds ond fertilizer wos too high. The

Commiltee wos informed thot Kibos Sugor ond Allied lndustries
Limited sold o SOkg bog of DAP fertilizer ot Kshs 2800 while thot of
CAN is Kshs l8O0; which is the lowest price in the morkel.

0 High cost of produclion; the cost of production in most millers wos
very high becouse of old iechnology ond poor mointenonce, ond
this could be mitigoied by diversificotion inlo volue-oddilion
products such os ethonol, cogenerotion ond poper omong others.

g) Mismonogemenl; thot, the stote-owned foclories ore mismonoged
ond their efficiency is compromised due to long of bureoucrqtic
processes involved before o decision wos mode.
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70. On the ollegotions leveled ogoinst the Kibos Sugor ond Allied
lndustries limited, the Commitiee wos informed ihus:-

(i) lllegol ownership of lond belonging to Miwoni Sugor Compony:
tho.t, lhe olleged lond wos boughl in on Auction ond by A//S

Grossley Holdings Ltd who owns its volid title deed. The cose wos
before court ond could not be discussed furlher with the
Committee.

(ii) Burning of Kibos Sugorcone Oulgrower Compony's premises:

thot, this wos boseless since the o11ock on the premises wos
execu'led by the members of the public following on olleged 'rope
incident' involving the executive choirmon of Kibos Sugorcone
Outgrower Compony.

(iii) Theftof Kshs 600 million belonging to AFC: thot, this wos boseless

since none of the directors of the Kibos Sugor ond Allied Industries

Limited hod ever token formers' money ond lrovelled to Conodo ol
the time indicoled.

(iv) Conlroversiol weighbridge ol Awosi: thoi, this wos conslrucled
ofler o wide consultotion with the cone suppliers toking into
considerolion the dislonce in which formers would cover with their
cone. The Commitlee wos provided wilh resolutions possing the
ogreemenl. The committee wos informed thot the tronsporl cosis
from the forms 1o ihe weigh bridge were borne by the formers while
KSAIL bore the cosis from lhe weigh bridge to the foctory.

The cloim thot the weigh bridge wos monipuloted wos olso

boseless given thol it hod been certified by the Weights ond
Meosures Slondord ogency ond relevont certificotion issued

under cop 5,l3 with no comploint of monipuloiion ever reporled.

(v) Pooching of cone: The Committee wos informed thot there wos

on ogreement omong the siokeholders wos reoched thot set

fromework lo horvesl over molure cone by ony miller within the
Nyondo Sugor belt if it hod the copocily. The memorondum wos

binding in the sense thoi cone received from formers who ore
indebted 1o o different miller wos to be collected ond the proceeds
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PREFAC E

Mr. Speoker, Sir

The Deporlmenlol Commitlee on Agricullure, Livestock ond Cooperotives
comprises of the following Members:-

The

The

The

The

The

The

The
The

The

The

The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

John Mututho, M.P.

Lucos Chepkilony, M.P.

Peris Chepchumbo, M.P.

Fred Outo, M.P.

John D. Peso, M.P.

Benson l. Mboi, M.P.

Evons Akulo, M.P.

Dr. Victor K. Munyoko, M.P.

Kombi Kozungu, M.P.

Eroslus Mureiihi, M.P.

Robert O. Mondo. M.P.

Choirmon
Vice Choirmon

The Committee emborked on o foct finding exercise conducted through
public heorings io ossess the impocl on cone forming in Kenyo's sugor
bells ond which directly contribute on the sugor induslry. The Committee
visited the sugor belts in Nyonzo ond Western Kenyo from 06rh to l3rh

Seplember ond the Coostol sugor belts, ihot is, Romisi ond Tono Delto,
from l4th 1o 18th October 2009,Io ocquoint themselves with the issues on
the ground.

The public heoring exercise wos done pursuont to ihe mondote of the
Deporlmentol Committees derived from Notionol Assembly Stonding
Order 198 (3) which outlines the functions of o Deportmentol Committee
sholl be:

(o) To investigole , inquire into, ond report on oll motters reloting to
the mondote, monogement, octivities, odminislrotion, operotions
ond estimotes of the ossigned Ministries ond deportmenls;

(b) To study ihe progromme ond policy objectives of Ministries ond
deportments ond lhe effecliveness of the implementotion;
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(c) To study ond review oll legislotion referred to it;
{d) To siudy, ossess ond onolyse lhe relotive success of ihe Ministries

ond deportments os meosured by the resulls obtoined oss

compored with their stoled objeclives;

(e) To investigole ond inquire into oll motters reloting io the ossigned
Ministries ond deporimenls os lhey moy deem necessory, ond os
moy be refened lo them by the House or o Minisler; ond

(f) To moke reports ond recommendolions to the House os often os
possible, including recommendolion of proposed legislotion.

Drowing from this dispensotlon, the Second Schedule of the Stonding
Orders, the Deportmenlol Commitlee on Agriculture, Livestock ond
Cooperotives mondoie covers subjects thot relote to ogriculture,
liveslock, fisheries development, co-operotives development, produclion
ond morketing.

The pursuil of lhe obove mondoles motivoted the Committee to seek
formers concerns ond olher issues in the sugor sub-sector to help in
moking informed decision on lhe sugor indusiry.

Nolobly, the economy of the oreos visited in Nyonzo ond Western Kenyo
sugor belis is sugor bosed with other crops grown only for subsistence. The

issues in these sugor belts differ slightly from the coostol sugor belts where
cone produclion hos been dormont for yeors or is yet exploited. Kwole
lnternolionol Sugor Compony is in ihe process of reviving the once vibront
Associoled Sugor Compony in Romisi which siopped operotions in 'l 

9BB,

while lhe Tono Delto hos not been fully exploited despite successful cone
voriely triols, feosibility sludies ond inlerest to underloke on integroied
cone development by locol ond internotionol investors. The inlended
development which is meont to exploit the Delto economicolly still foces
resistonce from the locol poslorolist communiiy.

The Commillee observed ond/or heord first-hond the dounting
chollenges thol the cone former hos to contenl with ronging from
deloyed ond inodequole poyment for cone delivered, deloyed
horvesting leoding io over-molure cone on f orms, infloled cone
ironsporiolion cos1, monipulotion of weighbridge leoding to reduced

Page I 3



cone weight, compromised food security, high cost of form inputs

especiolly fertilizers ond seed cone, omong other problems. Eoch of these
chollenges ond others ore exploined in detoil in this report which I would
like to urge Hon. Members to peruse ond ocquoint themselves with in

order to grosp ond understqnd the mognitude of lhe problem.

Mr. Speoker, the Committee's public heorings ond other sittings were
mode successful by the commitment ond involuoble ossistonce offered
by the mony slokeholders in the sugor sub-sector ond development
portners by woy of mobilizing, orronging for meeting venues, ottendonce
ond setting oside time to engoge in the process. The Committee is

groteful ond oppreciotes the suppori by eoch of the stokeholders.

Above oll, the Committee further expresses profound oppreciotion to the
Hon. Speoker, the Lioison Commitlee, ond ihe Clerk of the Nolionol
Assembly for focilitotion towords moking the public heorings ond
subsequent Commillee sittings possible.

Mr. Speoker, Sir

On beholf of the Commiltee, it is now my pleosonl duty ond privilege to
present this report to the House for considerotion ond odoption.

Thonk you.

t1

SIGNED

HO . JOHN M. MUTUTHO, MP

(cHATRMAN)

\LA
DATE
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CHAPTER ONE

INTRODUCTION

1.0 HISTORICATPERSPECTIVE

'i . Kenyo's highesl potentiol for industriolizolion lies in ogro-bosed
industries. Forming qctivities direct contribution to the country's GDP is

26%. Cone os o crop wos introduced in Kenyo in 1902. The first sugor cone
foctory wos set up of Miwoni neor Kisumu in 1922 ond loier ol Romisi in the
coost provincein 1927.

2. A decode ofter independence, the Government of Kenyo
emborked on on exponsion progromme of sugor production through
investments in sugor cone growing schemes, ond estoblishmenl of new
sugor foctories.

3. ln 1966, Muhoroni Sugor Foctory wos put up by the governmenl. This

wos followed in quick succession by Chemelil Sugor Foctory in 1968,

Mumios (1973), Nzoio (1978) ond SONY (.1979) ol Awendo. Todoy, Kenyo
hos seven mojor sugor foctories with qn onnuol produclion copocity of
between 550,000 ond 600,000 tonnes of sugor. The sub-sector remoins one
of the few oreos where government still hos heovy business investment.
Recent odditions to the sugor milling esloblishments include Kibos Sugor
Compony ond West Kenyo Sugor Compony both of which ore by privote
in v esto rs.

I.'I GTOBAT SUGAR PRODUCTION AND TRADE

4. Over 70 percent of world sugor is derived from cone. The rest is from
sugor beet which is q temperote crop. Sugor production is commerciolly
corried out in 127 covntries in the world. Whereos this is done on
commerciol bosis, the world morket is not the moin morket but only o
residuol morket for the following reosons:

. Most sugor is produced ond consumed in the some country.

. Only obout 30 per cent of world oulput is troded internotionolly.
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5. Therefore, the world morket sugor prices do not form o suitoble bosis

for delermining lhe "foir" price for sugor, locolly ond inlernotionolly. The
prices represent lhe morket only for residuol produclion ond residuol
demond. Russio is the world's blggest importer of sugor while Brozil,

Austrolio, Cubo ond Thoilond occount for 55 perceni of the sugor troded
in the world,

6. With globolizolion ond emergence of trode blocs through
integrotion, non sugor foclors omong them multiloterol lrode regimes ond
preferentiol orrongements hove emerged os slrong determinonis of
world morkel sugor prices which ore bosicolly region specific ond no
necessory o reflection of globol supply ond demond for he commodity.

I.3 POLICIES BEHIND GOVERNMENT INVOLVEMENT IN THE SUGAR SUB.SECTOR

7. The government deep involvement in the sugor sub-sector is

informed by the ogrorion leoning pollcies the Kenyo government
embroced immediolely ofler independence. The following deliberote
policy considerotions hove endeored government involvement ever
sin c e.

(i) The need to ensure self-suf f iciency ond subsequent exporioble
surplus in sugor produclion.

(ii) lmport substitulion - sugor production wos torgeled os one of the
key economic drivers thot could secure import subslilution ond
thus sove the country some foreign exchonge. Ai independence,
the domestic morkel depended 1o o lorge extent dependent on
imported sugor; hence the exponsionory policies offered o vioble
o llerno live.

(iv) Agent for stimuloting rurol development - through stimuloting
income generoting oclivilies ond focilities to suppori
working populolion in ihe exponsive sugor belts e.g.

other
the

rurol
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(iii) Tool for sociol development - sugor growing regorded os o
meons of creoting employmenl opportunities (forms ond
foclory workers) ond weollh in the rurol oreos, lhus ensuring o
strong revenues bose ond stobility for the rurol economy.



electrificolion, reol estote ventures, schools, hospiiols, other
supporting businesses ond form enterprises.

B. The policies were fromed ond implemented in disregord of the
welfore of the locol sugor former, ond overorching comporolive
odvonloges. These scenqrios hove continuolly been perpetuoted to ihe
presenl doy sugor sub-sector woes.

I.3 THE SUGAR SUB.SECTOR IN KENYA IODAY

9. The cose for the Kenyo sugor sub-sector is one of incomplete
Structurol Adjusiment Progrommes (SAPs) which brings to ploy the politicol
imperotives thot chorocterize the industry 1odoy.

,)0. 
The countdown to the lopse of the Common Morket for Eoslern ond

Southern Africo (COMESA) sofeguords creoted on otmosphere of
uncertoin iy for ihe sugor industry in Kenyo which remoins quite
unprepored for the commencement of the COMESA free trode. lnternol
imperotives occosioned by persistent conflicts belween the moin stote
octors in the industry, moinly the Ministry of Agriculture, Kenyo Sugor
Boord, ond sugor millers on one hond, ond the independent sugor
importers hove nol ougured well for the locol sugor induslry. The genesis
of the recurrent crisis lies in the imports of opproximotely 200,000 metric
tonnes of duty free sugor from the COMESA region ond the perenniol
inefficiency of the locol sugor industry. The duty free import is port of the
restricied import quoto for duly free sugor under the COMESA sofeguords
exlended to Kenyo to ollow some groce period os it restructures her sugor
sub-sector. Allocotion of the import quotos to certoin importers ond millers
olike is done by the KSB.

1 L ln 2009, mixed signols from lhe MOA on ollowing imports of duty free
sugor from non-COMESA countries threolened pui industry operotions in
disorroy. The immediote response of the morket wos lnfloted retoil price of
the commodity ronging between 15-23% within o period of two months.
The closure of sugor foclories for routine onnuol mointenonce, of olmost
the some lime during the yeor hos been o distorting foctor of sugor prices
in the country os it hos tended to leod to ortificiolly induced commodity
shorloge.
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12. The sugor induslry in Kenyo is worth over Kshs 20 billion in onnuol
turnover. However, locol produclion hos for decodes folled to motch the
estimoled domestic demond of slightly over 500,000 melric tonnes.
According to Kenyo Sugor Boord (KSB). ihe combined instolled copocity
of the operoiionol sugor foctories is 24,880 tonnes of cone per doy. This is

not sufficient to meei the domestic consumption of sugor. The estimoted
200,000 melric tonnes shortfoll is offset by sugor imports in o controlled
monner so os not to odversely destobilize the domestic morket. This

control coupled with government investment in lhe vorious sugor foctories
implies thot the sugor induslry in Kenyo hos never been liberolized.

.l3. 
The free morket forces of supply ond demond hove not prevoiled in

the industry despile liberolizotion of the ogriculture sector in Kenyo. In

2008/2009, sugor production in the world morkel hos gone down with
mojor exporters such os lndio ond Chino focing imminent shortoges. Brozil,

the other key exporter eniered inlo o biloterol ogreement wilh lndio 1o

export there to meel the shortfoll.

14. Due regord wos not occorded the COMESA sofeguords in the Sugor
Act 200.), which esloblished the KSB. Section 27 1,1) ol the Act stotes thol
"oll sugor imports into the country sho// be subyecl to the prevoiling import
dufles. toxes ond olher toriffs ond thol. they will be controlled by the
Kenyo Sugor Boord". This, however, conirodicts Article 49 of the COMESA

Treoty. The Article provides thot, "Except os moy be provided by lhis

Treoty, eoch member slote underiokes lo remove immediotely upon the
entry into f orce of this Treoly, oll non-toriff borriers lo import lo members
slole of goods originoting from other member sloles... "

15. Any excess sugor imported inlo the country outside the sofeguords
ottrocls the following toriffs/toxes: lmport dutylO0 percenl; Volue Added
Tox l6 percent; ond Sugor Developmenl Levy ot 2 percent. lmports of
industriol sugor ore by monufoclurers gozetied by the Treosury under the

Tox Remission for Exports Office (TREO) Progromme. Any induslriol sugor

imported from COMESA member stotes by non-monufoclurers is

subjected to the full toxes ond levies.
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16. COMESA hos frequently extended the sofeguords thot hove limited
sugor imporls inlo Kenyo from the troding bloc's member sfotes. The
sofeguords ore meont to give Kenyo o groce period lo moke its sugor
induslry competitive. The process hos been poinfully slow despite
extension lo 2012. The foct thot Kenyo is o high cosl producer of sugor
complicoles the siluotion for the locol sugor induslry which quite
inefficient by inlernoiionol stondords. lt costs Kshs 41,800 to produce o
tonne of sugor compored lo Kshs 24,000 in neighbouring Sudon.
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CHAPTER TWO

COMMITTEE FINDINGS ON IHE CHATTENGES FACING THE SUGAR

SUB.SECIOR IN KENYA

2.0 INTRODUCTION

17. Sugor in Kenyo hos for obvious reosons been described os both
politicol ond strotegic commodity. The committee set out to gother firsl

hond informolion from the formers who hove borne most of the problems
the sub-sector currently foces. Divergent views were goihered in both
western Kenyo ond coostol region sugor belts.

18. The committee findings highlight o sub-seclor foced with myriod
chollenges ronging from production to processing ond morketing. These
findings, orising from the public heorings ore summorized in detoil below.

2.3 NYANZA AND WESTERN KENYA

2.3.1 Deloyed poymenls

19. This is rompont in oll sugor belts with criticol levels in SONY Awendo,
Chemilil (formers not poid for cone delivered in Morch 2009 os of Ociober
2009), ond Muhoroni. Owing to the lorge portion of fomily lond under the
crop, this is forcing mony formers to sell their cone cheoply to the mony
joggeries in the sugor belt to meet immediqte fomily needs.

20. ln oll sugor belts visited, only the Molovo belt which is serviced by
West Kenyo Sugor Compony did not hove this problem. Formers were
poid seven doys ofter delivery of their cone. lt olso hod the highest cone
price per lonne lo the former ot Kshs 3,213 effeclive Seplember, 2009 f rom
on eorlier rote of Kshs 3,155 per tonne of cone - on increose of 1.80 %.

Agoinst this positive increment is o counterproduclive increose in tronsport
costs from Kshs 299 per tonne to Kshs 413, on increose of 27.60%
consuming oll the goins the former mighl hove onticipoted. lt is o proctice
oll millers hove perfected thereby moking cone forming very unrewording
venture especiolly for the smoll scole formers. Unlike deduclions on inputs
supplied whlch oitrocl interest, formers ore not poid interest on deloyed
poyments.
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2.3.2 Monipulolion of the weigh bridge

21 . This concern cuts ocross oll the sugor belts visiied. There oppeors 1o

be o deliberote mismotch belween the tonnoge invoiced ond the octuol
weight delivered by tronsporlers with formers losing oul. The impropriety is

done with the concurrence of foclory sloff ot this polnt in ihe choin.

22. The proctice hos roised colls for intervention through:

(i) Full implementoiion of the provisions of Sugor Act of 2001

which provides tholcone be weighed of form gote.

(ii) Hove o former representotive oi the foctory weigh bridge in
the meontime.

(iii) Address weight froud by foctory employees who double os

formers ond end up grossly infloting the weight of cone
stocks originoting from their forms.

(iv) Construct weigh bridges ot the vorious production zones
through government gront os is the cose ol of o weighbridge
buill by Kibos Sugor Compony ot Awosi in the Nyondo sugor
bell.

2.1 .3 Over-molure cone

23. The problem is rooted ond moinly occosioned
horvesting otlribuled to;

(i) Dishonest foctory officiols.
(ii) Non-odherence to horvest schedule os

occording to plon leoding to selective ond
horvesting driven by fovourilism, corruption,

Peddling.

by deloys in

ogreed ond
discriminotive

ond inf luence

24. The obove hos resorled to whoi hos come to be commonly referred
to os 'helicopler horvesling' - implying hopping from one form to onother
in complele disregord of the moture cone in the fields of the poor formers.
This hos reoched crilicol level in the Awendo sugor belt, Mumios, Nzoio

ond Muhoroni.
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2.'l .4 Gross mlsmonogemenl of foctories

25. The industry woes ore exocerboted by f lowed recruitment
procedures of lop monogers due to politicol potronoge. ln some of the
sugor bells, coses were cited of plonned ond deliberote running down of
the foctories os wos cited in the cose of Miwoni Sugor Foctory leoding to
its being ploced under receivership ond subsequent closure. Across
boord, recruilmeni of competent sloff hos been curtoiled by corruption,
nepotism, ond fovouring recruitment olong ethnic divide. The result hos

been on ocute job skill mismotch.

2.1 .5 lnefficienl ond obsolele foclory mochinery

26. Prolonged periods of mismonogement hos mode return to
profitobility of most sugor foctories, especiolly government owned, q
pipedreom ond unoble to keep obreost with technology in the industry.
The outcome of this scenorio is low conversion role, frequent breokdowns
ond hence high costs of milling ihe commodity woy obove the world
overoge. The commitlee found the low levels of efficiency os the mojor
problem contributing to poor performonce of the entire locol sugor
industry. The normol proclice by the millers is io cushion the foclory by
tronsferring most of the costs to the producer thereby leoding to inevitobly
low returns to the former.

2.1 .6 Lond titles ond ownership

27. Non-issuonce of certificote of title (litle deed) to formers porticulorly
in settlemenl oreos ond upon sub-division hos been on impediment 1o

production os it poses o limilqlion for formers inlerested in securing loons
for cone development. The eventuol revivol of Miwoni Sugor Compony
heovily depends on the outcome of o lond dispute in court in respect of
ownership of lond hosting the nucleus estote. The Committee odvised thot
the dispute be pursued through orbitrotion ond out of court settlement.
The court process wos deemed will toke too long ond consume enormous
finonciol resources.

2.1 .7 Low cone prlces, Heovy toxolion ond olher deducllons

28. Cone prices ore persistently low with the price per tonne delivered
remoins unchonged over o long period. ln oddition, the prices ore nol
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reviewed upwords in tondem with other production voriobles such os

tronsporl, inputs ond other sub-sector cosis. The cone prlcing formulo by
KSB is not enforced io focior in frequent sugor price increoses inlo cone
price.

29. The toxotion regime is not fovouroble io the cone former ond is o
disincentive io the development of the sub-sector. The loxes include
Volue Added Tox (VAT), Sugor Development Fund (SDF), ond Cess. The

entire tox burden, which is in excess of 27% of cone delivered, is borne by
the former. Further deductions (wilh inieresl) ore executed by 'the oul-
grower institutions ond sugor foctories porticulorly on inpuis supplied
denying the cone formers o comforloble income.

2.1 ,8 Burnt cone: Priclng ond Compensolion

30. Coses of orsonisls ore on the rise ond peoked during ihe post-

election violence period. Poymeni of burnt cone proceeds hos been o
conlentious issue with formers comploining of being penolized orbitrorily.
Burnl cone poid Kshs 500 less per tonne in Awendo, Chemilil, ond
Muhoroni ond percentoge bosed in Mumios. The penolly on burnt cone is

l5 percenl in Mumios hoving been recently reduced from 30 percenl.
Subsequently, formers whose burnt cone wos penolized o1 the previous

rote hove oppeoled for refund of monies eorlier deducted from their
proceeds. ln South Nyonzo, formers hove o persistent problem of deloyed
horvest of burnt cone leoding to loss of sucrose, weight ond even drying
up in ihe fields.

31. Nonetheless, some coses of cone burning ore o desperote meosure
1o otlroct otlenlion of the milling fociory out of fruslrotion over deloyed
horvesting. ln oddition, despile registrotion with relevonl governmenl
ouihorities over cone burnt during the post-election violence period, the
offected formers ore yet to be compensoted.

2.1 .9 low quolily seed cone ond declining cone ylelds per unil oleo

32. The curren't production per unii oreo ronges from 40 to B0 ionnes per

ocre depending on ogronomic proclices opplied, ogoinst o potenliol of
150 tonnes per ocre. This is oliributoble io prolonged exiroction of soil

nulrienls withoul proper replenishment especiolly lhrough low fertilizer
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a

opplicolion. To reverse the decline in productivily, formers ocross the
sugor belts odvonced the following meosures.

(i) Allocoting more reseorch funding torgeting reseorch on high
yielding, high sucrose conlent qnd eorly-moturing cone
vo rieties.

(ii) Supplementory inigolion infrostructure - investing more on such
infrostructure is likely lo improve cone yields by over 30 per cent
is expected to reduce the gestotion period of cone by obout
six months from the curreni lB monlhs.

2.1 .10 Cogenerolion qclivllies

33. There is on emerging oworeness omong cone formers os 'the

suppliers of row moteriols for cogenerotion octivities. Proceeds from the
products of cogenerotion e.g. eleciricily generolion (for Mumios),
molosses, ond ethonol ore never possed on to lhe formers supplying the
foctories with cone. The cone pricing formulo provided under Sugor Act
200 1 does not toke inlo occount the octivities. The controcls between
formers or even out grower instituiions copture prices bosed only on cone
deliveries.
34. Mumios Sugor Compony for instonce generotes 38 megowotts of
electricity ond sells 26 megowotts o1 B US cents per kilowott hour io the
notionol grid. This is considerobly of much lower rote thon olher
lndependent Power Producers (lPP) ot 13 cents per kilo wott hour. Mojority
of formers in the sugor belt hove not benefitted from rurol electrificotion
progrqmme.

2.1 .11 Privotizotion

35. There is unonimity omong formers' on this issue thot the first priority in
the event thot privotizotion of the six foctories where government hos
business interests. The overriding concerns roised ot the public heorings on
this process include:

(i) Thot the government should first revomp the foctories
through purchose of modern ond efficient mochinery before
privotizotion could be considered.

I
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(ll) The nucleus eslote londs be divorced from the foctory in the
sole.

(iii) Formers ond interested locols investors should be given
priority ond odequote time of two to five yeors to roise ihe
required copitol.

(lv) Compensotion for those disploced when their oncestrol lond
wos ocquired ol the time of estoblishing lhe Mumios Sugor
Compony nucleus estote of currenl morket rotes, ond not the
Kshs 90 per ocre poid out in 1976 which wos for below lhe
morket role even then.

2.1 .12 Oul-grower institulions

36. These serve os o criticol link between formers ond the millers.

However, there is on increosing concern on the rote of collopse of these
institutions. Although formed under on Act of Porlioment for the purposes

of promoting cone growing, out-grower insliiulions hove not fulfilled this

mondote. Formers' dissotisfoction with Mumios Out-growers Compony
{MOCO) ond mosl other oul-grower insliiutions ocross the sugor belts is

quite evidenl ond colls for their dissolution were expressed. At the some
1ime, sugor foctories ore occused of engineering monipulotions leoding to
the collopse of some of the vibront oui grower institutions to ensure thot
formers concerns do not get o voice.

37. Cone formers dissoiisfoction is informed by ollegolions of :

(l) Deductions ond misoppropriotion of former proceeds by
officiols of the oul-grower instilutions.

(ll) Lote ond forced oversupply of inpuis especiolly fertilizer e.g.
MOCO.

(lli) Finonciol difficulties thot hove mode lhe institutions insolvent
ond mostly loss moking enlities with no dividends poyments
to the former. lndebledness hos pushed the debt bose into
billions of Kenyo shillings moinly loons by KSB

(lv) Unethicol proctices ond competiiion for membership by out-
grower institutions in the Nyondo sugor belt.
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2.1.I3 Duty free sugor from COMESA Region

38. Kenyo's 200,000 tonnes of sugor shortfoll is met by duty free sugor
imporied from Common Morket for Eostern ond Soulhern Africo
(COMESA). The liftlng of the COMESA sofeguords prolecling the locol
millers from competitively priced duty free sugor imporls from COMESA
member stotes is o reol concern for the sub-sector. Cunent extension of
the sofeguord is set to end in 2012 while locol sugor industry is still very
uncompelitive due to prohibitive production costs. Addilionolly, locol
sugor production is dominoled by smollholder producers operoling
uneconomicol production units.

2.'1 .14 The Sugor Act, 2001

39. Amendmenls to the Act ond its full implementotion come up os one
of the key impediments to sugor industry reforms. Provisions in the Act
ronging from weighing of cone of form gote, ond volue bosed on sucrose
content, were pointed out os hoving not been implemented.
Amendments suggesled of the public forums include o review of the Act
io give more independence to the Kenyo Sugor Boord (KSB) in running
the industry by reducing government representotion in the boord.

2,1 .16 Access lo flexible ond offordoble credit

40. The KSB hos ovoiled funding for loons to cone formers through the
Agriculturol Finonce Corporotion (AFC). However, formers ore cotegoricol
thot occessing the loons is difficult due to the mony restrictions omong
them title deed requirement os colloterol. lt is the formers' view thot such
loons derived from the SDF only benefil the lorge scole growers ond the
sugor foctories.

2.1 .17 lncreoslng Levels of Trqnsll losses

41 . The loss to the former ore compounded by tronsit loses between the
form ond the weighbridges. This finding is quite romponl in oll sugor belts
orising from spilloge, ond in o few coses unscrupulous tronsporters who
omong other molproclices turn o blind eye to pilferoge. The stocking of
cone onto the trodilionol cone houling trociors olso contributes to these
losses. The groduol shift to other tronsport meons such os lonies, which is

foster, less risky to rood users ond olso reduces the turn-oround time is

cotching up.
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2.1 .18 Food insecurily ond Weok exlension-reseorch-former
linkoge

42. Food security enhonces productivily ond creotes opportunities for
increosed disposoble incomes. The situotion in the sugor belts is o controst
of lhis phenomenon wilh deep seoted poverty evidenl in mosl
homesleods. A mojor contributing focior is on entrenched obsession with
cone forming in the sugor belts which hos tended to consume virtuolly oll
lond ovoiloble io households leoving inodequote spoce for production of
food crops ond oiher form enterprises. This is compromising food security
in the sugor bells os cone formers ore noi reody to diversify.

43. A weok reseorch-extension-former linkoge exists ond needs to be
intensified in order to enhonce informotion disseminoiion by exlension
workers. This would contribute immensely to beiler crop husbondry
omong lhe cone formers. lt would olso dissuode fqrmers in the sugor belts

from direciing oll efforts lo cone production even when breok-even poinl
is unottoinoble.

2.1 .19 Economic Sllmulus Progromme

44. Recent economic recession hos not spored ony sec'lor of the
economy. Although the government responded positively with funding
under the Economic Stimulus Progromme (ESP), i1 oppeors the sugor wos

overlooked ond hos not benefited form the pockoge despile olso folling
victim of the odverse weoiher conditions ond prevoiling economic
recession. Thls could be used to revomp the sugor foctories through
purchose of new mills ond boilers to revert them into profltobiliiy.

2.1 .20 Weok former representolion ond Dispule resolution

45. Wilh o much weokened out-grower institutions, formers'

represenlotion in decision moking is curtoiled ond concerns hove not

been receiving o foir heoring. The olternotive ovenue of redress hos

remoined the governmeni through the provinciol odministrotlon. Thls

ovenue hos in most sugor belts been infillroted ond compromised by the

millers. The proctice is perpetuoted by ihe Mumios Sugor Compony which
goes to the exlent of housing senior security ond provlnciol odministrotion
officiols in the district os well os poying o monthly ollowonce to some of
the officers (poyment vouchers ottoched).
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2,2 THE COASTAT SUGAR BETTS

46. Two sugor belts exisl in the coost region, thol is, Romisi ond the Tono

Delto. Due io the climotlc conditions of the coostol oreo, cone
production hos o huge potentiol in the region but remoins lorgely

unexploited.

2.2.1 RAMISISUGAR BELT

47. The Romisi sugor belt in Kwole district is one of the eorliest oreos to

benefil from eorly cone development in Kenyo. Estoblished in 1927, the

Romisi Sugor Foctory operoted by the Associoied Sugor Compony closed

down in 1984. Beginning 2006 new investors operoting under Kwole

lnternotionol Sugor Compony (KISCO) secured o 99 yeors leose on lond

formerly owned by Associoted Sugor Compony, Romisi.

48. The Romisi sugor bell lond consisting 'l 2,000 hectores hos been

dlvided to occommodote 4,000 hectores nucleus estote, 4,000 hectores

for titonium extroction ond the remoining 4,000 hectores for ihe

resettlement of squotters. The compony hos o nursery ond initiolly plons to

put 2OO0 heclores under nucleus estole ond 2000 hectores for out-

growers. The Compony is scheduled io stort cone crushing in lole 2010

ond is designed to incorporote cogenerotion ociiviiies ond ethonol
production. The projections ore such thqt formers will provide obout 60

percent of the cone while the compony will coter for lhe remoining 40

percent for sugor produclion. The crushing copocity of the foctory is

estimoted ot 3,000 tonnes of sugorcone per doy ond rise to 5,000 tonnes
per doy in the medium term.

49. The key issues roised ot the public heoring held of the proposed

foclory site include the following.

(i) Squoller problem

The new investors in cone forming ore still groppling with the problem of

squotiers. lniiiol resettlement under Phose I hos olreody been completed.
However, the second Phose is slill in obeyonce creoting uncertointy
omong lhose issued with ollotment letters.
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(ii) Community engogemenl ond sensilizolion

community porlicipotion in lhe projecl wos highlighted not to hove been
comprehensive ond l0p-down opprooch oppeors to be the proctice. This
is on outdoted opprooch lo decision moking when torgeting communi.fy
development. Additionolly, the community roised issue wilh inodequote
sensitizotion ond lime given for recruitment of out-growers besides .the

requirement ihot one hos to produce o volid lond ii|e to be considered.

(iii) tocol investors/shoreholding

Aport from their role os out-growers, the prospective cone formers in ihe
oreos hove not been considered for shoreholding in the new investmenl.
Only three shoreholders were meniioned ond locol communiiy
shoreholding is not opporenl. The mojority shoreholder is bosed in Jopon.
while lhe other lwo ore locol investors of Asion origin bosed in Nolrobi.

(iv) Lond title

Prospeclive formers ond locol outhorities in lhe oreo indicoted thot non-
issuonce of lond tille could deloy registrotion of prospeclive oul-growers
ond needs to be expedited. This opplies olso to lond ollocoted for public
institutions, e.g. schools, shopping centre, churches/mosques ond
dispensories, within lhe nucleor estote.

(v) Compensolion

The prolonged closure of Romisi sugor Foctory gove woy .to

encroochment of the nucleor estote lond by squotters, who hove now
been resettled elsewhere. Those relocotes ore now cloiming
compensotion for trees ond fruit trees felled during the resetilemeni
process. In oddilion, workers loid down ofier the collopse of the
Associoted Sugor Compony, Romisi hove not received terminol benefits.

(vi) Shoring of resources

Woter resources use come oul os on emerging source of conflicl
belween KISCO ond oiher investors in the oreo. KISCO is occused of
cloiming sole rights in the use of woter obstroction from the Romisi River for
cone inigotion while Tiomin lnc., which is engoged in titonium minlng,

I
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needs the some in titonium extroclion process, In oddition, the locols push

for continued use of the weilonds where they hove been forming rice hos

not been oddressed.

2.2.2 TANA DELTA

50. The Tono Delto (currently on odministrotive disirict) lies within the

semi-orid oreo of Gorsen in the greoter Tono River district, Coost province'

The totol ocreoge meosures 200,000 Hectores ond is immensely voluoble

to the locol people who hove built on intricote conneclion with it. The

production systems ond livelihoods of the mojoriiy of the delto's

communities ore linked to the dynomics ond functioning of the wetlonds

ecosystem. The delto is extensively used by postorolists who groze their

cottle in the oreos oround the floodploin. lt is olso o dry seoson grozing

follbock oreo to mony postorol communities some of whom come from

other districts.

51. Sugor Development in the delto through the Tono Delto lntegroted

Sugor Project is plonned to cover ,l6,000 hectores of the Delto. The

potentiol of sustolnoble exploilotion of lhe Delto lond for integroted
development ond improved livelihood is informed ond supported by

severol sludies omong them; Booker report of 1969 commissioned by the

then Minister for Agriculture Hon. Bruce Mockenzie; Grobosky ond Poori

Study (Netherlonds 1974); Hoskoning (Neiherlonds 1982); ond Nippon Koei

(Jopon 1990).

52. The Tono ond Athi River Development Authority (TARDA) opplied for

ond wos ollocoted lond in the Delto from the Government meosuring

28,680 hectores on I 7rh Jonuory 1995 vide Letter of Allocotion Reference
No. I 06796.

53. During the lnternolionol lnvestment Conference in Morch 2004,

TARDA ond Messrs RAESA of Spoin opened discussions for joint investments

ond lechnology tronsfer in the Tono Bosin. The discussions centered on the

lnlegroted Sugor Projecl in Tono Delto ond lhe Thonotu Volley lrrigotion
Project in the upper Tono colchment. RAESA ond TARDA entered into on

MOU on: Sugor induslry project under overheod irrigotion system; Sugor
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processing mill; cogenerotion; Power olcohol, ond production of industriol

54. Outside the TARDA project, MAT lnternotionol (o compony involved
in sugor imports), ond lotely Mumios Sugor compony hove shown interesl
in sugor development in the Tono Dello, in efforts io exploit the economic
potenliol of the Delto. The cose for on integroted sugor projecl in lhe
Tono Dello is justified by the following:

(i) According io previous ond recent sludies, vorielol triols ond
recommendotions of the Nolionol Sugor Conference, Tono
Delto hos the polentiol of responding to chollenges in the sugor
industry due to the fovouroble climotic ond ogronomicol
condilions.

(ii) The conditions fovour fost moturity of the crop (8 months
compored 1o l8 months elsewhere), ond high yields (over IOO

melric lonnes per heclore os opposed to 35 - 60 per heclore
elsewhere)

(iii) Avoilobility of odequole Iond ond woier for lorge scole
irrigotion.

2.2.2.1 Chollenges

55. The developmenl ond exploitotion of Tono Delto potentiol hos ot
times been quile controversiol. Among lhe issues lhoi come up of the
public heoring include the following.

(i) Environmenlollssues

The communily feels oggrieved thot o comprehensive ond importiol
Environmenlol lmpoct Assessment hos not been conied ou1.
Environmenlol concerns vis o vis' Kenyo's inlernotionol obligo'tions:
technology, biodlversity, we'tlonds, woter supply elc. hove been roised.

ln oddition, omong the economic oclivilies loking ploce wiihin lhe dello is

fishing octivities by locol fisher folk. Porticulor concerns of chemicol
residues in relotion to the fishing octivities within Kipini oreo hove been
roised.
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(lD Resetllemenl ond resources use

The delto serves os o dry seoson grozing oreo for the dominont postorolist

community. Access to this dry seoson grozing ond woter for iheir livestock
once the project tokes off is not guoronteed thus roising resistonce to
sugorcone development.

(iii) Communily Porlicipolion sensitizollon

Doubts hove been roised in relotion to the consuliotion ond decision
moking which the community is dissotisfied wilh ond comploin thot it hos

not been comprehensive. This exposes project developmenl to myriod
bottlenecks if o sense of ownership is not cultivoted omong the locol
community. The communiiy hos therefore noi been odequotely sensitized
on the potentiol economic benefils ihe project porlent.

(iv) lqnd title ond Ownership

The community perception is thot issuonce of lond title in the oreo is being
done selectively ln fovour of the forming community. This hos roised

suspicion in the locol postorolisl community who rely on the lond torgeted
for sugor forming os o dry seoson grozing oreo. The possibility of
resettlement further roises secondory concerns reloting to sociol justice

ond equity, lond ownership {indigenous ond minority communities) ond
humon rights.

Ihe lond issue is o source of internol conflicts between the locql
communilies, thot is, the postorolists ond the forming community, creoting
divisions in occeptonce of the proposed sugor project venture.
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CHAPTER THREE

THE PROCEEDINGS WITH IHE SUGAR COMPANIES

3.0 INTRODUCTION

56. The Committee held meetings with the Monogement ond the Boord
of Directors of the sugor foctories to deliberote on the issues offecting the
sugor sector. The meetings olso provided the Committee with on
opportunity to seek clorificotions from the monogement of the sugor firms

on the specific concerns roised by the formers in September 2009 when
the Committee visited their zones ond which hove been summorized ot
the Appendix l.

57. ln porliculor, the issues thought lo slond in the woy of formers from
reoping moximum benefits from their investments in the sector were
especiolly of greol interest to the Commltlee. The componies who mode
oppeoronces before the Commitlee were:-

l. Chemelil Sugor Compony
2. Sony Awendo Sugor Compony
3. Muhoroni/Miwoni Sugor Componies
4. Kibos Sugor ond Allied Industries Limiied
5. Mumios Sugor Compony Ltd
6. Kibos Sugor Cone Outgrowers Compony Limited
7. Mumios Sugor Outgrowers
8. Mumios Sugor Compony Ltd, but the meeting wos defened

58. Although Mumios Sugor Compony Lld mode oppeoronce before
the Committee, no submissions were received since the meeling wos
deferred to o loter dote. On Tuesdoy,27lh April,20l0, the meeting wos to
toke but which the Mumios monogement exploined they were engoged
in other Compony's oclivily. No other do'le wos given before this report
wos concluded. However, the Monogement submitted written responses
on the issues which hod been roised with the Compony ond which hove
been ottoched 1o this reporl ot Appendix ll.
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59. Nzoio Sugor Compony foiled io oppeor before the Committee since
compony hod no functionol Boord of Directors ol the time. The Boord of
Directors of 'the Kenyo Sugor Boord olso mode presentolion to the
Commitiee. The synopsis of the deliberoiions thoi ensued is presenled
here below with respect to eoch of the stokeholder sugor foctories.

3,I THE CHEMETIL SUGAR COMPANY LIMITED

60. On Tuesdoy, l6rh Februory, 2010. the Committee met wlih the
Monogemenl of the Boord of Directors of Chemelil Sugor Compony. The

deliberotions with ihe Monogement of the Chemelil Sugor Compony Ltd

touched on both the chollenges foced by the Compony in executing iis

mondote ond those thoi ihe Commitlee golhered from the formers when
it visited the oreo.

61. The formers issues were discussed ond reloled to the following:-

(b) Lole poymenl of lormers

The Commiliee wos concerned by the formers' revelolion thol their
poyment dues for the cone delivered were being deloyed ond this hod
coused unlold suffering os they could meet their doily bosic expenses. ln

response, the Committee wos informed thot this hos since been rectified
ond thol the December 2009 supplies hod been poid. The Committee
wos ossured thot the cosh flow problem which the Compony formerly

experienced hod been qddressed.

PaBe 124

(o) Foully Weigh Brldge

The Committee wos informed thol ihe ollegotions of lompered weighing
mochines were no't true, but thot lhe mochines were olwoys in
complionce wlth the Weights ond Meosure Stondords of the Kenyo
Bureou of Stondords (KBS). The Commitlee demonded for the necessory
certificote of inspection from KBS to oscerloin the explonotion given. The

Committee olso sought 1o know why the Compony rounded-off ihe
weights of the sugor cone delivered to the foctory, ond odvised thot the
Compony stops this proctice to preveni cumulotive losses occruing 1o the
formers.



(c) Low price of cone

The Committee wos informed thot the Compony poid good prices
compored to other componies in the COMESA region despite the high
cost of production. The Commiltee wos further informed thol the sugor
prices were demond-driven ond determined by distributors of vorious
ports of the country. The Commitlee wqs olso informed thot non-toriff
borriers such os illegol imporiotion of sugor worked to offect sugor prices
in the morket. The Committee therefore recommended thot the
Government ollow only the importotion of sugor to be undertoken by the
sugor foctories ond not unscrupulous troders or individuols.

(d) Conflict wilh Muhoronl Sugor Compony Lld

The Committee heord the ollegotions of the conflicl with Muhoroni Sugor
Compony did not exist, but thot the Kibos Sugor ond Allied lndustries Ltd

were buying cone which olher componies hod invested in. The

Commillee further heord thot Kibos Sugor Compony hod no cone of its
own but pooched from the formers of Chemelil, Miwoni ond Muhoroni
Outgrowers.

(e) Poor cone vorielies

The Committee wos informed thot inspite of the development of eorly
moturing sugor vorieties by the Kenyo Sugor Reseorch Foundotion (KSRF),

the formers were reluctont plont them for feor of crop losses os o result of
deloyed horvest. The Committee heord the explonotion thot the formers
could lose up to 100 percent of the crop os compored to 50 percent in
the cose of the troditionol sugor vorieties.

The Committee recommended thot the monogement of oll the sugor
componies undertoke extension ond educotion services to the formers to
odopl ond grow eorly moturlng vorieties to increose the tonnoge per
ocre, ond ihot the componies move to modernize their operotions with o
view io horvesting the formers' cone on iime. The Committee further
recommended thot the sugor componies invesl in the diversificotion of
lhe cqne products in order to reop moximum benefits from the processing
of cone.
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(S) High cost of form lnpuls

The Commit'tee heord thol the high cost of fertilizers were os o resuli of
procuremeni processes underloken by individuol sugor componies, ond
thol ihis hod been oddressed following the intervention by the
governmenl through Agriculturol Developmenl Corporotion (ADC) which
hod given the responsibilily to undertoke the imporlo'lion on beholf of the
foclories.

(h) Poor represenlolion of formers

The Commiltee wos concerned by the comploinl by the formers during
the public heoring ihot the composilion of the Boord of Directors did not
reflect odequote represenlotion from the locol formers. ln response, the
Boord exploined ihol the sugor compony hod been undergoing
restructuring ond thol lhe inlerests of the formers hod been coiered for in
the present composilion of lhe Boord. The Boord further exploined thot
rotionolizolion ond reforms being undertoken were oimed of minimizing

costs in order to increose profitobllity of the compony.

The Committee lherefore odvised thot the Boord toke cognizont of the
interesls ond views of the formers of every level of their decision moking
processes. The Committee further odvised thol the monogement include
lhe inclusion of formers' represenlotive of the weigh bridges. The

Committee recommended thol formers porlicipolion be strengthened
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(f) Nepolism in the recruitmenl of sloff

The Committee wos informed thol the recruilment ond oppointment
procedure used to be hophozord ond lock professionolism. but thoi this

hod been rectified following the esloblishment of o functionol ond
professionol humon resource deportmenl of the compony. The

Commi'ltee wos furiher informed thoi os o result of this recruitment reform
process, most of the unquolified workers hove since left the Compony. The

Commi'ltee wos olso informed thot ony recruitmenl being undertoken by
the compony wos being vetled with help of reports from the Kenyo Anii-
Corruplion Commission (KACC) ond Notionol Security lntelligence Service
(NSIS) before oppointmenl in order to ensure persons of hlgh integrity
were given oppointment.



through the formotion of the out grower orgonizotions in oll the sugor
fociories.

(l) Obsolete mills

The Committee wos informed thot the obsolete equipment hod
contributed to the high cost of operotions. The Committee wos further
inforrned thot the compony wos underloking sleps 1o move from the old
systern of moinlenonce to embrocing the rellobility cenlered system in

order lo ovoid shulting down operotions during rouline mointenonce. The

Commitlee wqs olso informed thol this would be ochieved by hiring well
troined ond competent engineers. The Commitiee therefore
recornmended thoi the independent technicol experls be hired to look
into rnoinienonce of the componies.

0) Hlsh levles

The Committee wos informed thot sugor industry wos overtoxed in the
country, ond thot the government needed to review the toxes imposed
on sugor.

(k) High Cess

The Commitlee wos informed lhot Cess chorged ot kshs.l9 per tone of
cone wos being deducted from formers ond port of which wos being
remitted lo the councils 1o be used for lhe mointenonce of roods. The
Comrnittee wos further informed thot the use of Cess hod not met the
expectotions os the work ended up not being done or poorly done. The

Comrnittee recommended thot the fund be consolidoted from oll the
sugor componies ond the rood mointenonce be conducted from o
centrolized of f ice.

(l) Lond grobbing

The Committee wos informed thot some speciol purpose plots olong river
bonks hod been grobbed by squotiers olong the rivers ond roods ond in
them cone plonted. The Committee wos further informed thot lhe plots
hod since been repossessed. The Committee wos olso informed thot oll
employees who hod illegolly seitled on the plots hod signed code of
elhics to odhere to oll rules ond regulolions of the compony. The
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Commiitee heord thol the Compony olso resolved tho't the poor formers
whose cone wos confiscoled be compensoted.

(m) Sugor lribunols

The Committee wos informed lhol sugor lribunol exisled in the compony.
The Committee urged ihe monogement to use the forum io expedite
coses in order to oddress the problems offecling the compony.

(n) Privolizollon of lhe Compony

The privotizotion of the sugor foctories wos olso roised during lhe
deliberotions in which the Committee wonted to know the plons the
Directors hod to ensure ihot formers goined on upper hond during the
process. ln response, the Boord expressed ihe wish thol the privotizotion
follow the due process of the low pursuont 1o lhe provisions of sugor oct of
20Ol ond os omended in 2005, where priority hod been given 1o the
formers.

The Commiitee wos told this would need copitol investmenl 1o reploce
the ouidoted technology ond oddress lhe problem of copocity os well os

improving efficiency. The omount wos sloted oi on esllmoted 2-2.5 billion

shillings with o poybock period of belween 7 ond B yeors.

ln the meonwhile, the Commitiee olerled the compony thot there wos

the need to look inlo issue of illegol middlemen buying the cone from

formers of lower prices thon offered ol the morket, ond thereofler selling

lhe cone io the foctories. This wos thoughl to impoverish ihe olreody poor
sugor cone formers.

3.2 THE SONY AWENDO SUGAR COMPANY

60. On Wednesdoy, 17th Februory, 201 0, the Commitlee held
deliberotions with the Monogemenl of lhe Sony Awendo Sugor Compony
in which issues thot hod been roised with the Chemelll Sugor Compony
emerged. These were:-
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(o) Deloyed poymenls

The Committee heord thot the problem of deloyed poyments which used
to exist of Sony Awendo Sugor Compony owing to the insolvency of the
Compony hod been oddressed. The Committee further heord thot the
poyments to the formers wos being mode promptly ond in occordonce
with the provisions of the Sugor Act (2OOl), which require thot poyment be
done 30 doys ofter sugor deliveries ore mode.

(b) Lole horvest

The Committee wos informed thot there could be isoloted coses of
'helicopter' horvesting, ond thot whenever such coses were detected the
culprits foced disciplinory oction by the compony. The Commiltee wos
further informed thot o progromme hos been put in ploce for developing
ond horvesting of cone by the sugor compony.

(c) Conetronsporlolion

The Committee heord thot the compony hod expeditiously oddressed the
problem of cone tronsportotion though the hiring of privole tronsporters to
support the sugor compony's own tronsport. The Committee further heord
thol cost incurred using the privote tronsporters were very reosonobly foir
since the procurement process wos mode tronsporent.

(d) Over dependency on sugor

The Committee wos informed thot the compony wos investing in the
diversificotion of its producls, ond thot there wos o progromme in ploce to
engoge in the cool generotion chip boord moking.

(e) High Cess chorged by the Compony

As it wos sloted in the cose of Chemelil Sugor Compqny, the Committee
wos informed lhot despile the Cess being chorged ond submitted to locol
oulhorities 1o mointoin roods, this hod fell short of expectolion.
Consequenlly, the Committee recommended thot the Cess be retoined
by the sugor componies who would then utilize the funds for the purposes
for which they hod been set, just like the cose of 1eo foclories in the teo
growing oreos.
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(f) Cone burning

The Committee wos informed thoi cone burning wos o common proctice
wilhin ihe foclory plontotions ond if ihere wos on illegol burning of moture
cone octivlties, the compony exploined thot this wos done by orsonist
who would wont the compony to incur cone losses. According to ihe
compony, the culprits once opprehended would be deolt wilh in

occordonce with low.

(g) Poor reseorch

The Committee roised the concern thot the vorieiies of cone used in 1970s

which toke up to 24 monlhs were slill being plonled lodoy by the formers.
The Committee noted thot formers hove coniinuously suffered long yeors

of woiting lo eorn their incomes from the cone. ln response, the
monogemenl informed the Commiltee thot there were new vorieties thot
motured of within I7 months olthough formers were yet to odopt the
plonting of these vorieties.

(h) Consulloncy work

The Commlttee wos informed thot operotions of lhe foctory ore done by
the compony professionols hired when the current monogement come
into office two ond holf yeors ogo. This hos reduced the cosis of hiring

experts for moinlenonce.

(l) High loxolion

The Commitlee wos told ihol the tox levied (by the governmenl) on sugor
in Kenyo which siood ol 277" wos the highesl tox on commodity goods.
While deeply concerned by this high loxotion, the Committee therefore
recommended 'thot the government move to reduce the current tox rote
on sugor withoul further deloy in order for the formers to reop moximum

benef its for their investment.

0) Funding lo the Kenyo Sugor Boord (KSB)

The Commiitee wos informed thol the volue for money from the funds

received by foctories from the KSB wos nol worth when the cost benefit
onolysis wos undertoken. The Committee wos further informed thot if the

sugor sector wos to be o blessing to the economy of the country,
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odequote funding should be ollocoted to the sugor insiitutions such the
KSB ond the Kenyo Sugor Reseorch Foundolion (KSRF) in order to exercise
their mondote effectively ond efficiently.

(k) The Sugor Acl (2001)

The Committee wos informed thot the Sugor Ac1 (2001) wos inodequote
io oddress issues of the sugor sector, even ofter the omendments were
mode in 2005. Therefore the Committee recommended thot the Sugor
Act be reviewed to reflect the concerns roised by the ployers in order to
creote o good working environment for the prosperity of the sector. Ihe
Amendments will focus occommodoting the views expressed during the
public heorings os coptured in porliomentory Honsord ond other
porliomentory ond non-porliomentory reporls. Of porticulor concern is the
weighing of the sugor cone ot form goie. Although this will nol be eosy to
ochieve, lhe sugor Act could be omended such thot the millers ore
borred from owning the weigh bridges but ore represented ol weighing
centres.

Subsequently the Committee recommended thol the weigh bridges ore
voluoted ond sold to the formers through check-off system ond thot
efforts be mode 1o ensure the weigh bridges meet legol ond technicol
complionce to the weights stondords.

3.3 THE JOINT RECEIVER MANAGERS FOR MUHORONI AND MIWANI
SUGAR COMPANIES

62. On Thursdoy, 25Jh Morch, 2010, the receiver monogers held sittings
wlth the Committee to discuss the problems offecting the two sugor
componies. ln undertoking the deliberotions, the Commitlee sought to
golher informotion reloting to the following oreos:-

(i) The performonce of the Miwoni ond Muhoroni Sugor
Componies in terms of their profilobility since ihey were
ploced under receivership.
Level of indebtedness of the two componies.
Why poyments to cone tronsporters hod noi been seltled by
then.
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(iii)
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(iv) Why the monogement requests for the write off of huge VAT

debts.
Why ihe cost of production is skyrocketing.
Why there is retention of Cess money in the foclories ogoinst
the originol proctice of remitting to the Councils in which they
f oll under.
The impoct of the weigh bridge from Kibos Sugor lndustries to
'the componies.
How they inlend to use money received from Kenyo Sugor

Boord (KSB).

Term limit of the receiver monogers
The cose offecting Miwoni Sugor Compony ond the woy
forword
The omount poid to formers per tonne

(v)
(vi)

(vii)

(viii)

(ix)
(x)

(xi)

63. ln response, the Committee wos informed os follows, thol:-

o) The reoson behind lhe stognoted profit wos due to low copocity
ond high production cosis of ihe sugor foctories. lt wos exploined
ihot there must be o conversion of 6500 tonnes of cone per doy in

order for economies of scole 1o be reolized, ond which the lwo
componies fell short. lt wos further exploined thol some of the old
mochines hod been reploced ond regulorly mointoined, os well os

new turbines boughi to supplemenl power generolion from Kenyo

Power ond Lighting Compony (KPLC). Thls hod helped to improve
ihe efficiency to obout 70 percent.

b) Both Miwoni ond Muhoroni Sugor Componies hod been reloining
60% ol Cess in the foctories to mointoin roods in the zone, ond ihe
rest 40% remitted lo the locol outhoriiies. The Cess monies hod been
used to rehobilitote 75km of roods in the oreo in the lost two yeors,

ond thot lhere wos mochinery owned by the foclories to do thol
work. 11 wos sioted thot mochinery worth Kshs. 87.9 million hod been
received from the Kenyo Sugor Boord (KSB) ond token 1o Muhoroni

to ossist ln rehobilitoling of roods.

c) The formers in Muhoroni were owed for cone deliveries for months of
October 2009 to Februory 20'l0 ond efforts were being mode to
cleor them.
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d) The tronsporters of cone hod not been poid dues omounting to Kshs

25 million which hod occumuloted from the time before ihe lwo
componies went inio receivership. Port of this debt hod been poid
from the gront from the KSB omounting 1o Kshs T5million.

e) As ot Morch 2009, Muhoroni Sugor Compony hod debts omounting
1o Kshs l3 billion colloterolized ogoinst its ossets worth Kshs 3 billion.
This wos exploined os hugely inherited from the f ormer
monogemenl, ond which stood in the woy of ottrocting investors
unless the debts were written off, especiolly in foce of the
impendlng privotizotion of the sugor componies. lt wos olso
exploined thot the debts were occosioned by uniloterol decision by
the government to increose cone to Kshs 2500 per tonne in 2005-
2007 ogoinst declining sugor prices. The Committee therefore
recommended thol the government write-off the debts before ihe
plonned privotizotion con be undertoken.

f) The price of cone per tone poid to the formers stood ot Kshs 2,928
bosed on the sucrose content of cone delivered ond in

occordonce with the sugor Act (2001). This price wos sloted os

being low compored to some olher componies owing to high
production cost ond diseconomies of scole. Further, the sugor
'technology o1 Muhoroni wos stoted to process only the green cone
(in controst lo burni cone) where formers lose Kshs 500 per tonne, in
line with seclion 7 l2l of the Second Schedule of the Sugor Act
(2001), which the formers were educoted obout before occepting
to deliver the cone to the foctory.

g) The lerm of the receiver monogers wos olwoys opproised of the end
of every yeor during the month of Februory by the debenture
holders, Kenyo Sugor Boord. ln the evenl ihot these componies
were privotized, fhe term of the receiver monogers wos expected to
be terminoted.

h) Ihe privote weigh bridge set up by KIBOS Sugor Compony (o privote
compony) neor Muhoroni ond Miwoni foclories wos sloted os fouliy
ond poorly sited. lt wos further stoted the weigh bridge wos
stroiegicolly ploced to pooch cone which belong 1o other foclories.
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i) There is o cose in courl involving Crossley Holdings ond Miwoni Sugor
Compony in which the ossets of the loler were sold froudulently
under myslerious circumstonces The cose hod been drogging on for
o long iime (since 2008). The Commiltee wos therefore requested to
fo low up the motter with the oltorney generol lo expedite the cose.
On its port the Commitiee recommended thot lhe government
lerminole the tenure of the joini receiver monogers 1o enoble KSB

independenily verify if the joint Receivers hove been negligent in

their dulies ond responsibilities leoding to ihe sole of lhe lond ond
huge poyments mode lo unsecured credilors clossified os secured
crediiors under suspect circumstonces.

3.4 KENYA SUGAR BOARD (KSB)

o) Poor monogement

The Commiltee wos informed thot the govern ment-owned foctories were
not perf orming to ihe sotisfoclory of KSB. The Committee heord
explonolions for the poor performonce of lhose foclories in terms profits,

prices ond time of poymenl, os due to the lorge workforce thot droin
resources os o result high cost of expenditures.

The Commiliee wos further informed thot both Miwoni ond Muhoroni
Sugor Componies hod no business plons ond only operoled oi breok
even point with ihe componies' receiver monogers being poid high
solories. Consequently, the componies were reeling in deep debts.

The Commiltee therefore requesled for ihe necessory documentoiion to
be ovoiled to the Committee including procedures for the sourcing ond
the subsequenl oppoinlmenl of the two receiver monogers of the
Muhoroni/Miwoni foctories.

The Committee heord thot the privote sugor componies such os the

Mumios Sugor Compony hove disregorded the directions of the KSB, ond
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therefore proposed thot the SugorAct (2001) needed to be omended to
give KSB powers to discipline individuol componies which foil to odhere to
the regulotions.

b) low prices

The Commiltee wos informed thot o formulo thot hod been developed in

2003 for determining foir prices in the different sugor belts wos nol being
odhered to by the millers. The Committee wos further informed thol KSB

could not enforce the implementotion of the some due to weok legol
fromework provided by the Sugor Act (2001). Subsequenlly, the Directors
of the KSB urged the Porliomentorions lo provide for the enobling
legislotion for the KSB to exercise the powers bestowed upon it in deoling
wilh the sugor foctories.

c) Politicol interference

The Committee wos told thot it wos difficult to odhere to lows governing
lhe irnportotion loxes, duties ond customs os provided in the sugor oct
(2001) due 1o politicol interferences. The Commitlee wos further lold thoi
the politicol interference wos olso responsible for the reosons why the
industry could not be well reguloted 1o ensure profitobility.

d) Miwoni Nucleus Eslole

The Committee wos informed thot lond belonging to Miwoni hod been
sold ol on Auction for Kshs. 752 million ond o furlher omount kshs.680

million wos poid to unsecured creditors clossified os secured creditors.
While demonding thot the KSB provide the evidence for the poyment os
well os the records of the inventory of Miwoni Sugor Compony reloting to
the lond in question, the Committee recommended thol lhe lond cose
be seilled through orbitrotion ond on out of court seltlemenl to reduce
time ond costs. The Commitiee further recommended the receiver
monogers be terminoted immedioiely.

e) High cosl of produclion

The KSB exploined thqt it costs $600 to produce one lonne of sugor ond
this woy obove the cost incurred in other countries incur to produce the
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some quoniity. This wos portly ottributed to the high cosi of inpuls ond
diminishing lond sizes, leoding to diseconomies of scole.

The Boord olso oltributed the high cost of production to the old mills thqt
ore not properly well moinioined ond therefore operoling of low
efficiency. However, the Committee wos quick io remind KSB thol lndio
hos one of the oldesl mills yet the country boosls of high efficiency in the
sugor operotions since the mochines ore properly mointoined.

As port of cost cutting meqsures, the Committee ond KSB recommended
for lhe reduction of credii interest rotes form 10% io 5% 1o enoble formers
get occess 1o loons ond to en.ioy economies of scole.

f) High hisloricol debl portfolio

The Commitlee heord thot the millers hod occumuloted high debls over o
long period of time which hos been corried forword to the present with
the consequence ihot this hos offected the componies from eosy occess
to credil focilities.

S) Weok reseorch exlension llnkoges

The Commitiee wos informed thot oui of lhe 4% the KSB collected os

sugor levy, only 0.94% of goes to reseorch. This wos noted to be insufficlenl
'to couse o successful production of o new cone voriely which tokes l6
yeors in Kenyo os compored to South Africo which tokes l1 yeors. The

Commiltee therefore recommended thot KSB work in colloborotion with

Kenyo Agriculturol Reseorch lnstitute (KARI) in undertoking reseorch on
improving cone since the loter is one of the leoding inslitutions with ihe
besl reseorch focilities in Africo.

h) Poor infrostruclute

The Committee wos informed thot the rood network in the cone growing
oreos wos poor, ond ihol the losses incurred on the roods during
tronsportolion in terms of spilloge ore huge. The losses occount for 20% lo
30% of the totol cost of production.
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i) Privotizotion of sugor foclories

The Committee wos told thot the process of privotizing the five stote-
owned millers (Chemelil, Sony Awendo, Nzoio, Muhoroni ond Miwoni) hod
been given to the Privotizolion Commission of Kenyo ond thot this wos on-
going. The Committee wos further told thot cobinet memorondum hod
been signed by the Ministry of Finonce, Ministry of Agriculture ond the
Ministry of Londs on ihis subjecl but wos yet to be expediled.

The Committee wos concerned by the revelotion thot the KSB wos not
privy to the progress of the privotizotion, neither wos the body involved ol
its conception yet it wos the regulolor in the industry. The Commiliee wos
further concerned thot KSB did not corry out the cost benefit onolysis
(CBA) to determine whether privotizotion wos beneficiol or not.

The Commitiee wos told thol the proposed shore holding for the
privotizotion of the sugor foctories were thot the formers would get only
247", compored to the privote investor of 51%; the rest went to the to the
governmenl of Kenyo. This wos in controst to the provisions of the
Privolizotion Act which requires thot formers get 51% whenever o public
compony wos privotized.

The Commillee wos furlher told thot privotizotion would bring benefits thol
include the following-

(i) Gel copitol to modernize the industry ond diversify.

Enhonced privote sector porticipotion eliminoting historicol
problems.

Finonciol restructuring of debt porifolio of ler privotizotion.

( ii)

( iii)

j) Performonce opproisol of Muhoroni/Miwoni receiver monogers

The Commitlee wos told thot the joinl receiver monogers of Muhoroni ond
Miwoni were 1o oppeor before the KSB on 28rh Rpril,2010, for opproisol.
The Committee wos further lold thot the work of the joinl receiver
mqnogers wos below stondord going (os low o 30%). Subsequently, the
Committee wondered why the monogers were slill in office yet their work
hod been roted below por, ond thot they were being poid huge solories.
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ln response, the KSB exploined thol they hod wonted to terminote the
lenure of Miwoni ond Muhoroni receiver monogers, but thot the Ministry of
Agricullure issued o lelter extending the lenure to ollow privotizotion lo
proceed smoothly.

k) lssues regording Mumios Sugor Compony

The Commiftee wos informed thot Mumios Sugor Compony hod olwoys
not cooperoled with KSB since lts privotizotion took ploce. The Committee
wos further informed thot Mumios Sugor Compony hos olwoys ignored
direclives of the KSB to lhe exteni thot the compony hod token control of
ihe Mumios Out-growers Compony funds. The Commlttee wos olso
informed thoi the cose reloting to the dispute over the funds wos in the
orbiirolion courl.

3.5 KrBOS SUGARCANE OUTGROWER COMPANY (KTSOCO)

55. Kibos Sugorcone Outgrowers Compony (KISOCO) is o young out-
grower compony which wos estoblished in 2006 ond operoles in the
Nyondo Zone of Nyonzo province. The events of the post eleclion
violence took o toll on the compony when its premises, certificotes ond
cone were burnt down

66. The Commiltee wos informed thot compony locked funds to poy
formers, leoding to deloyed poyments. The Commiltee wos further
informed thol the problem hos remqined unresolved since the outgrower
could not be gronled loons by KSB due to lock of cleoronce by ihe Miller

os per lhe Sugor Aci (2001 ).

67. Other chollenges cited include poor siote of the roods, especiolly in
ihe roiny seoson ond ihe reslriction ihoi the out-grower supply cone only
io Kibos Sugor ond Allied Industries wos prone to obuse given the poor
relotionship between them.
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3.6 KTBOS SUGAR AND ALUED INDUSTRIES LIMIIED (KSA|t)

68. The Kibos Sugor ond Allied lndustries Limited wos registered in 1999

ond slorted its operolions in December 2007. Kibos Sugor ond Allied
lndustries Limited obtoin ils cone supply from the following outgrower
componies: Nyondo, Kokomosi, Miwoni, Kibos ond other cooperotive
societies.

69. From ihe deliberotions wiih ihe Commitlee, the following sugor
sector issues emerged:-

o) Poor lnfroslructure; thot this hod the effect of increosing
tronsportotion costs os well os the high losses incurred during
tronsportotion of cone to the foctories.

b) Errolic ond poot distrlbulion of roin; this is not predictoble ond long
dry spell moy hinder proper growth of cone, hence the need for
initiotion of irrigoiion system.

c) Poor Reseorch; there is need for vorieties thot ore eorly moturing to
compele wilh countries like Mouritius ond South Africo by
empowering reseorch.

d) High loxolion; which leods to low proceeds to poor formers from
their investments

e) High cost of inpuls; especiolly seeds ond ferlilizer wos too high. The

Committee wos informed thot Kibos Sugor ond Allied lndustries

Limited sold o 5Okg bog of DAP fertilizer ot Kshs 2800 while thot of
CAN is Kshs lB0O; which is the lowest price in the morket.

f) High cosl of produclion; the cost of produclion in most millers wos

very high becouse of old technology ond poor moinlenonce, ond
this could be mitigoted by diversificotion into volue-oddition
products such os ethonol, cogenerotion ond poper omong others.

g) Mismonogemenl; thot, the stoie-owned foctories ore mismonoged
ond their efficiency is compromised due to long of bureoucrotic
processes involved before o decision wos mode.
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70. On the ollegotions leveled ogoinsl the Kibos Sugor ond Allled
lndusiries limiled, the Commitlee wos informed thus:-

(i) lllegol ownership of lond belonging lo Miwoni Sugor Compony:
thot, the olleged lond wos boughl in on Auction ond by M/S
Grossley Holdings Ltd who owns i1s volid title deed. The cose wos
before courl ond could not be discussed f urlher with ihe
Committee.

(ii) Burning of Kibos Sugorcone Outgrower Compony's premises:
thot, this wos boseless since the ottock on the premises wos
executed by the members of the public following on olleged 'rope
incident' involving ihe executive choirmon of Kibos Sugorcone
Outgrower Compony.

(iii) Theft of Kshs 600 million belonging to AFC: thot, this wos boseless
since none of the direclors of the Kibos Sugor ond Allied lndus'lries
Limiled hod ever loken formers' money ond lrovelled io Conodo ot
the time indicoted.

(iv) Conlroversiol weighbridge of Awosi: thoi, ihis wos conslructed
ofier o wide consultotion with the cone suppliers toking inlo
considerolion the distonce in which formers would cover wilh their
cone. The Commitlee wos provided with resolulions possing the
ogreement. The commiltee wos informed thot the lronsport cosls
from the forms to the weigh bridge were borne by the formers while
KSAIL bore the costs from the weigh bridge lo the foctory.

The cloim thot the weigh bridge wos monipuloted wos olso
boseless given thot it hod been certified by the Welghts ond
Meosures Stondord ogency ond relevonl certificolion issued

under cop 5,)3 with no comploint of monipulotlon ever reporled.

(v) Pooching of cone: The Committee wos informed thot there wos
on ogreement omong the stokeholders wos reoched thot sel
fromework to horvesi over moture cone by ony miller within the
Nyondo Sugor belt if it hod the copociiy. The memorondum wos
binding in the sense thot cone received from formers who ore
lndebted 1o o differeni miller wos io be collecled ond ihe proceeds
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sent to the creditor miller. This ogreement resolution wos lobled
bef ore the Commitiee.

(vi) Cooperolion with leoders: The Committee wos informed there
wos cordiol relotionship between the leoders of the oreo ond KSAIL,

but which needed to be strengthened professionolly to ovoid
politicol portiolity.

3.7 MEETING WITH THE MINISTRY OF AGRICUTTURE

On Tuesdoy,20rh July,20lO, the Committee met with the Ministry of
Agriculture to exomine the finonciol estimotes for the 2010/201 yeor.
During lhe meeting, vorious issues reloting to the Teo, Wheot, Pyrelhrum,
Horticullure ond Sugor sub-sectors were discussed. Wiih porticulor
reference to the sugor sector, the Minister told ihe Committee thoi the
chollenges in the Sugor sector were well known ond the Ministry needed
time to study them ond report bock io the Committee. The Committee
wos however inf ormed lhoi:-

(i) Before privotizotion of sugor foctories is undertoken, the locol
former would be given priority in the buying of the shores.

(ii) The monogement problems in the sugor sector ond especiolly ot
Nzoio were being oddressed.

(iii) The poor performonce of the receiver monogers of both Miwoni
ond Muhoroni fociories hod been noled ond their controct wos
being reviewed before ony further renewol.

(iv) Betler vorieties of cone ond cultivotion through inigotion should
be embroced.
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CHAPTER FOUR

COMMITTEE FINDINGS AND RECOMMENDATIONS

4.1 INTRODUCTION

71. The problems focing cone formers ore qcute ond need q multitude
of mitigotion meosures to institute o porodigm shift in respect of industry
policy ond legislotive qclion to lome the trend of forming cqne into
destitution. The scenorio is lwo-pronged with the cone former, on one
hond producing the row mqteriol ond on the other hond, the sugor millers

who hove tended to hold the view thot sugor forming is o business on their
port ond not to the formers. Reforms in lhe sugor sub-sector oppeor to be
very slow.

72. The foregoing issues ond concerns is o reflection of serious policy
flqws qnd inodequocies in the relevont legislolions governing the sugor
sub-sector. lt is o pointer of o seleclive implemenlolion ond lock of
enforcement of the existing legislotion, thol is, the Sugor Aci 2001.

73. Upon collecting the views from lhe stokeholders ond deliberoting on
the issues roised ot both public heorings ond committee sittings, the
committee proposes the following policy options ond recommendotions
1o weon the sugor sub-seclor inlo o vibront ond competitive industry to
benefit oll stokeholders.

1. Viobility of foclorles ond privollzolion

The proposed privotizotion of the sugor foctories in which the government
hos o mojor stoke is o welcome ond long overdue meosure to revomp
into profilobility of the sugor foctories ond to moke the sub-sector more
competitive. However, it mokes good economic sense 1o sell o profit

moking entity thot will benefit the investor. This is whot the government
ought lo consider before it divests from the porticulor fqctories it hos

lorgeted for privolizotion.

The committee recommends ihol the privoiizolion policy delinks the
lorgeted foctory ond equipment from the nucleus estole lond lo ensure

complete seporotion of roles where eoch entity within the choin moves
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towords speciolizotion. ln oddition the committee proposes thol the
distribution of the shqreholding during the privotizotion process toke inlo
occount ihe following distribulion of the shqres so os not to disenfrqnchise

the locol sugor cone growers:

(a) 30 per cenl be issued lo formers with octive or no oclive
occounts wilh the miller, distributed pro rolo on cone
deliveries from inception to dote.

(b) 21 per cent be sold on check off system on o pro roto bosis

to those who hove forms to commit to sugor cone growlng.
(c) 49 per cenl of the shoreholding be reserved folthe

interested investors ond the totol of 5l percent for ihe formers.
(d) The Sugor Act 2001 be omended such thot new foctory millers

cqn be estoblished withoui conflicts regording
encroochmenl into sugor cotchment oreos of the

estoblished foclories. Currently, there is o simmering conflict
between West Kenyo sugor ond the newly estoblished Butoli

Sugor Compony. This oction is meont to build investor
confidence. Similorly, in the Nyondo Sugor bel1, Miwoni's
dispute with Grossley Holdings could be solved in on out of
court setllement.

2. Receivershlp

Miwoni Sugor Compony ond Muhoroni Sugor Compony ore presently

under receivership. The government owns o mojority stoke in these two
sugor companies ond two receiver monogers hove been running the doy
to doy offoirs since 2005. Eoch of the two receiver monogers eorns Kshs.

1,250,000 per month (Kshs. 750,000 eoch from Muhoroni, Kshs. 250,000

eoch from Miwoni, ond Housing ond reimbursements copped of Kshs.

250,000 eoch).

The committee finds these poyments to the two receiver monogers
outrogeous ond recommends thot the controcls be terminoted on the

bosis thot, despite the long period ond lucrotive remunerotion, no

tongible results in terms of turnoround of the foctories hove been reolized.
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3. Amendmenls lo lhe Sugor Acl

Amendments suggested ot the public forums include o review of the Act
to give more independence 1o the Kenyo Sugor Boord (KSB) in running
the industry by reducing government representotion in the boord. The

Sugor Act 2001 only pegs poyment to former bqsed on revenues
generoted from sugor soles ond not cogenerqtion oclivities such os

ethonol, bogosse, electricity, ond other volue odding ventures. ln

oddition, the dispute hondling mechonism os provided in the Act is silent

on cost ond oppeol. Therefore, the committee recommends immediote
omendments to the oct 1o include the following:-

i) The poyment formulo to formers should be revised so os to be bosed
on the sucrose content 1o be meosured of form gote by Kenyo
Sugor Boord (KSB), ond other by-producis such os cogeneroiion,
bogosse ond molosses. Subsequently, the KSB should purchose
equipmenl for the purpose of meosuring the sucrose content for the
formers.

ii) The Poyment to formers on the cone deliveries should be on o l4
doy period foilure to which the omount should ottroct interest.

iv) The tronsportotion of cone be liberolized 1o include other modes of
tronsporl ot disposol of formers, os per recommendqtion I2, poge
47.

v) Kenyo Sugor Boord should hondle the supply of inputs to formers so
thot the prices con be reguloted thus eliminoting cortels from the
equotion, thereby curbing exploitotion of formers.

vi) Foctories should sign o legol binding controct with formers to odhere
to o strict timeline of horvesting cone to ovoid cone over molurity
ond losses. lt wos noled thot over moture cone compromised on its
quolity ond content of sucrose. ln the event thot o foctory hos no
copocity to horvest the formers' cone, it should hove o conlroci
with onother foctory to do it on its beholf rother thon formers
supplying cone on their own to the different foclories.
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iii) The weigh bridges should be owned ond monoged by formers
themselves, but thot the millers be represented of ihese
weighbridges.



vii) Toxolion on cone which goes up lo 27% currently should be
revised such thol the totol tox is nol more lhon I0%.

4. Optlmol lond size lor cone production

Minimum necessory lond size for commerciol cone production should be
worked out, implemenled ond enforced to releose uneconomicol lond
unils under the crop 1o olher form enlerprises, e.9., food crops, poultry

ond doiry forming in order to support notionol food security. This

recommendotion is informed by the nolqble excessive commitment of
virtuolly oll ovoiloble lond io sugorcone thereby compromising food
security in the sugor belis.

A posilive outlook in this gool is to sleer the induslry towords estoblishing

sugor complexes for inlegroled produclion ond o shift in produclion
syslem through invesiment in supplementory irrigoiion. This will cut
production ond volue oddition cosls ond moke locolly produced sugor

more compelitive. The Government should be compelled to set oside

suitoble lond for estoblishment of such complexes by prospeclive
investors. The Tono Dello. wlth ils huge potentiol quolifies for lhis kind of
ve nture.

5. Liberolizotion of lhe sub-seclor

Economic growlh in presenl doy globolised world heovily relies on lrode.
Proteciion of the sugor industry through exorbitonl toriffs is evident ond
hos contribuled io the inherenl inefficiency. Kenyo is o signotory of the
WTO ogreement thot limits the omounl of protection thoi o government

con give domeslic producers. Therefore, on outword oriented sugor

sector policy fromework is recommended. To dote, the policies hove
been insulor torgeling self sufficiency conlribuling to the non-competitive
noture of Kenyo's sugor industry.

ln terms of compelitiveness ond enhonced processing efficiency, o tox
exemplion regime on equipment meont to estoblish ultro modern sugor

fociories or upgrode existing ones would be o positive inveslmenl
ince ntive.

I
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6. Sugor insuronce scheme

The commiltee notes thot cone forming is o risk investment especiolly
when the cone is olmosl moture. The romponl incidences of occidentol
burning ond orsonist octions coll for o crop insuronce scheme to
sofeguord formers from such losses. The possibilily for its estoblishment
should be explored ond bocked with on Act of Porlioment, to insure ihe
sugor industry ogoinst loss due to odverse weolher conditions omong
them; drought, excessive roinfoll, ond olher noturol colomities.

7. Uslng Crop os collolerol

The Committee noted thot the issue of title deeds is indeed o hindronce
to the growth of the sugor sub-sector. Mony formers hove no iitle to the
lond ond therefore connot use it os collolerol to occess credit.

There is urgent need for the governmenl to come up with modolities ond
fromework thot recognizes cone crop in the field os ollernotive form of
colloterol when formers seek for loons from Agriculturol Finonce
Corporotion (AFC) os well os other commerciol bonks. This will free lond
iille os the only colloterol.

8. Dlverslflcotlon

Sugor in mony ports of the world is o by-product of the high volue
cogenerotion octivities of cone milling. The commitlee recommends thot
cogenerotion should be mode o precondition for ony upcoming cone
milling venture. For lhe existing foctories. the following is recommended

(l) A timefrome should be set for them to diversify to high volue
cogenerotion products to increose revenue streoms ond to be
oble 1o competitively cope with the free morket of the
Kenyo sugor industry thol tokes effect in 2012: ond

(iD Shore the proceeds with the cone formers who ore principol
providers of the row moteriqls.
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9. Cess odmlnlslrolion

While Cess odminislrotion is outside the mondote of the Commiitee, it is

recommended thot the Cess funds collecied for rehobilitotion of occess



roods be retoined by the foctories to mointoin the roods ihemselves in

order to ensure its efficient utilizotion.

'10. Tono Delto ond Romlsl

The committee finds sustoinobility of the proposed venlures in doubt. This is

unless oll underlying issues reloted to the residenl communities ore
oddressed before investing io ensure sustoinoble implemeniotion ond
execution of the plon. Ihe committee observes ihot serious efforts hove
not been directed towords involvement ond sensitizotion of the locol
community to cultivote ownership ond goodwill. ln porticulor, on
olternotive needs to be sought to oddress the concerns of the poslorolisl

community in the Tono Delto who rely heovlly on the delto os o dry
seoson grozing oreo.

11. Nzoio Sugor Compony

The compony (porogroph 57) did not oppeor before the Committee. ll is

recommended thot full investigolions ond scruiiny to the operotions, ond
qccounls of the compony with o view of uneorthing serious ollegolions
mode by formers during the public heorings in the zone with o view 1o

toking oppropriote oction. Porticulor ollention should be directed to the
cumulotive loss omounting lo over Kshs 20 billion.

12. Cone lronsporl

Hoving estoblished ollegotions ogoinst excessive tronsport chorges ond in
cognizonce of lhe provisions of Sugor Act 200,l thot cone be weighed ot
form gote, the committee recommends thot cone tronsporlqtion be
liberolized such thot ony mode of tronsport is occeptoble. This meosure
will help in oddressing five problems oltributed to currenl proctice nomely;
over-moture cone; exoggeroted tronsport chorges; spilling ond pilferoge

on tronsit; loss of weight from prolonged exposure; ond conupt proctices
in cone horvesting commonly referred io os: helicopter horvesling".

13. New sugor foclories

The committee received severol presentotions poriiculorly from Western

Kenyo in respect of ossumed minimum distonce, which is 40kms rodius.

from one foctory to the next. This policy by the Ministry of Agriculture ond
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the KSB is grossly misinformed ond locks economic ond legol bosis. The

commitiee received very credible evidence thot in SONY sugor over
mqture cone due to wrong odvococy by the Ministry of Agriculture to
onticipoted foctory exponsion thql never moteriolized. This hos led to
overgrown cone whose volue is estimoted of over Kshs. 2.8 billion. No
justifioble explonolion wos received os to the foilure lo expond the
foclory. Therefore, the committee recommends the following:

(l) Amendments to the Sugor Act 2001 to fully liberolize sugor milling
with immediote effect to creqte room for new investors.

(il) Allow micro-millers os is the cose in lndio hoving sorled out finonciol
obligotions or investment by finonciers in estoblishment of the
crop lhrough legolly binding controcts.

(iil) Allow sole of sucrose juice extrocted qt fqrm level for further
processing by sugor millers. This system tokes cognizonce to the
foci thot doiry formers hove successfully delivered whole milk to
creomeries. The Sugor Act 2001 should be omended
oppropriotely to occommodote lhe shift in volue choin.

14. Form inpuls

Amendments of Sugor qct 200 1 is herewith enclosed to:

(i) Liberolize form inputs

(ll) Outlow imposed over-supply of inputs porticulorly fertilise4rs os

olleged by fromers porticulorly where they were deoling with Out-
grower institutions.

(lli) Sqle on credit of form inputs ond prices thereon to be pegged on
meon prices or ihot equivolenl lo nolionol meons which under
no circumstonces exceed l0% obove gozette government prices

for the seoson. The Sugor Act 2001 will be omended
oppropriotely within the spirit of EAC lreoties ond in conformity to
Kenyo lows, good lrode proclice, ond oulside none toriff trode
borriers.

,
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15. Sugor poymenl formulo

This committee recommends immediote omendments to Sugor Act 200,)

1o include:-

l) Sugor cone os constituted lodoy
ll) Non-sugor benefits nomely:-

(o) Co-generotionoctivities;
(b) Ethonolproduction;
(c) 'Bogosse' or cone by-producl is used for pulp, furniture etc.;
(d) Any other volue oddition e.g. minerol ond vitomins, ond

porcologicol properties.

lll) Sucrose conient

'| 6. Prlvotlzollon

Hoving estoblished ocross the sugor zones thot there is substontiol loss of
cone in terms of weight occosioned by monipulotions ol foctory weigh
bridge, moislure loss due to deloyed lronsportotion, spilloge ond
pilferoge, this committee recommends immediote invenlory of cone
delivered to eoch foclory torgeted for privotizo'lion qnd use this os pro-
roto bosis in free issue of shores 1o o minimum of 30 percent lo locol
formers os compensotion. Such shores should be siruclured in o woy thot
they connol be resold but will conlinue eorning dividends. The meosure
will;

(i) Help formers own ihe foctories legolly;
(ll) Avoid instonces similor to Mumios experience where formers lost

to new investors;

(lil) Allow 49 percent only os lronsferoble shores on offer with 2l
percenl sold on check-off sysiem 1o formers but ogoin os in free
issues. The rqtionole is to copilolize oll locol investment of fqrmers
through the yeors.

Thus privotizotion will conclusively toke shope os follows:-

(i) Locol f ormers
(ll) Other inveslors

51 percenl (n o n-tro nsf ero ble)
49 percent (tronsferoble)
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In the likely event thot the new outfit floots more shores the formulo still

opplies such thot oll these ond future foctories will hove o 5l percent
equity position by locol formers.

17. Clvil ond communol cqses

All efforis should be mode through direct oppeol to the relevont
outhorities to expedite oll motters in court ond encouroge the porties to
engoge orbitrol process or settlement outside court 1o hoslen justice.

'18. Squotlers

The committee finds inconsistency for peosonts who hove settled on Tono

Dello ond Romisi oreo being declored squotters by olleged new owners.
This committee therefore recommends without ony reservotions o stoke of
30 percent to locol fomilies on ony new investment of Tono delto ond
Kwole, ond to moinloin the equity posilion hoving been issued with
certificotes os free shores ond in the evenl thot more shores ore flooted,
then the shore regisler should be upgroded on the some bosis. This will be
entrenched in the Sugor Aci 2001, Privotizotion Act or ony olher stotutes
by on omendment bosicolly to guorontee ownership by 'bono fide' locol
people.

19. Mumlos lond

The committee received evidence thol only Kshs 90 (ninety) per ocre wos
poid os compensolion to formers who surrendered the nucleus estote. The

committee recommends compensotion bosed on todoy's lond volue 1o

oll owners, ossignees or inherilors of the soid porcel of lond, ond should be
posied os o liobility to Mumiqs Sugor Compony.

4.2 CONCLUSTON

74. Kenyo's refined sugor demond ond per copito consumption of the
commodity is on the increose ond the locol produciion connot sufficiently
meet the demond. The commiltee finds no serious efforts hove been
directed oi the sub-sector to bridge Kenyo's sugor deficit. Where
ottempts hove been mode, botilenecks orise from government
bureoucrocy ond resislonce by the locol community who feel threotened
by ihe prospeclive projects.
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75. ln the sugor belts where formers hove hod foctories 1o deliver their
cone, operotionol inefficiencies hove conspired to ensure thoi the former,
porticulorly the smoll scole, remoined in o vicious poverty cycle. The sugor
foctories hove on enirenched disposition thot sugor is o business only to
themselves ond not the formers. lt is such mindset thot hos fueled the
proctice where cone price delerminotion is not inf used into the
cogenerotion octivities.

76. With the uncertointy surrounding the expiry of the COMESA

sofeguords, Kenyo os o noiion should move with speed to revive some of
the idle foctories. Committee inspection of Miwqni found thot, sqfe for
some vondolized equipment, the foctory con become operoiionol in o
very shori period for sugor production ond even woter bottling line wiih
infusion of some finonces ond compeienl humon resource. Further, given
the excess cone in the South Nyonzo sugor belt, o rotionolized ond
reguloled horvesting regime coupled with modern milling equipmenl,
Kenyo con competitively meel iis refined sugor requirements.

77. Overoll, the impeding crisis ofter expiry of the COMESA sofeguords
con be mitigoted odequotely upon implemenlotion of this report which
thus recommends o time frome not exceeding ninety (90) doys to effect
omendments to the Sugor Act 2001 encompossing oll views by the
stqkeholders. The progress is qt on odvonced stoge ond expected to be
tobled within thirty (30) doys.
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MATRIX (SUMMARY) OF ISSUES AND CONCERNS RAISED AT PUBLIC HEARINGS - NYANZA AND
WESTERN KENYA SUGAR BELTS

Issue Raised Su ar Belt
SONY
Awendo

Chemilil Nzoia Malava

1 Delayed payment

Access to flexible and
affordable credit

Mumias
Mumias Busia

x X

M u horon i Miwani

X X X
2

brid e
Manipulation of weigh X X X X

3 Over-mature cane x X x
Gross Mismanagement of
Factories/lob skill
mismatch/nepotism/politic
al patronage

X X X x X

x X X

4

5

6

Nuclear estate and land
titles - ownership &
encroachment
Low Cane Prices, heavy
taxation and other
ded u ctions

x x X X

7
com nsation
Burnt Cane - pricing and X X X

I
and Declinin Yields
Low Quality Seed Cane X

9 eneration activitiesCo X X X
Privatization X X X x

X X X X
X

10

t2

13

11

COI\4 ESA duty free sugar X

X

Out- rower lnstitutions

The Su ar Act 2001 X

X X

X X X
14. X X X X X

APPENDIX I

X

X
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APPENDIX II

RESPONSES
FROM

MUMIAS SUGAR COMPANY LTD
ON

ISSUES RAISED
BY

THE COMMITTEE
AND

PROPOSED AMENDMENTS
TO

THE, SUGAR ACT (2001)

(

(



;i I:r,l'OIt5 t 5 l'ii'lM Tlit t\i /r Ii..i(, r,\.,Ei\tI oF l\4scL or.r Ti{r '_r5I Or i55UEs

sU6fvllTTED SY THE FARtlAlvlEl.liARi COMMIIIEE O I.I AGIiiCUiTI]RE I.IVESIOCti

.Ai.J D CC-OPE VES

i. Ex.ess supply of inputs

FertiIzer is supplied bosed on recommendolion mode ofler:

Crop nuirilion reseorch. findings conied oul in Mumios Sugor ond

(.E5REF which delermines lypes ond roles of ferlilizer.

So.i onolysis per laeld lo oddress nulrienl de,iciency levels in lhol lield

i. e.

Nilrogen - Ureo

Phospholes - DAP (Dr-Anrmonium phosphole)

Foiossiun] - MOP (l/Lrflioie ol potosh) - lvlsc instiluled opplicolion of

MOF due 10 low K rn soils tlul sloppec,6lgs lo llle higlr cosl of MOP for

f orrriers oilordobrlily

lnpuls supply is bosed on llre esloblished lsurveyedl plol slze.

(Evidence ovoiloble)

2. Deloyed hotvesl/over moiure cone

l-'iorveslrng is done on lrme os per horvesling prooroftl. The

conrpuierizecl syslem Eer-reroles o horvesi ng colendol bosed on

presenl cone oges ond l',orvesling con only be done on fields thol ore

In lhis colendor. Generolion of delivery noles is nol possible if o field is

nol in lhe colendor. Selecfive horvesling is nol possible.

Ironsporl c osrs

Tronsporl costs ore normolly reviewed bosed on lhe cosl of crude oi!

per bofiel on lhe world fuel morkel wllich hos on impocl on ll-le

l.

l
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lro|r(i)(-rrl roles Ihe lrort5pi-.ri rola Chorged 'o fCrrlterS \^/a,:, tCtsl

rcrre'/a(] ll\ AUCIUSI 2Otj:^. Ot-fCre lhr5 ,1 1-,OO tleer] revte',ved,n JOnUOry

2009 Io dole lhis role remarn5 c,lleclive

Revtews oIe done o,ler extensive consullolicn with oil the Slcrkefrclders

or.rd in consiCerolicn of chonges rn lhe lronspori roles chorged by lhe

lronsporlers 'rhich ore delernrrned. boseC cn or'\ ooreed lcrmulo

recognized oy KSB.

N4SC recovery role ooolied lc lorrner's eornrngs ore lower lhon lhot

chorged by lhe lronsporler with lhe difference being borne by MSC to

shield lhe lorn.]er ,roi-n lhe ourden of high lronsporl cosl

flowed KSB eleclions - non cone formars porlicipole

Ihis r! on rssue lor KSB lo reoc I lo However. MSC porlicipotes in ll]e
eleclion os o nliller where rnirlers elecl lheir representolrve lo lhe KSB

Boord

Co-generolion poymenl , lhe slrgor cone price is c,-,rrently poid bosecj

on werghl '.n,hic!-t includes sucrose ond libre.

Burnl cone - o 3O7" penolly imposed on such cone- Recenlly revie,,ved

downword lo 157"

Under lhe Sugor Acl. lhe nliller is nol obligoled to receive ony burnl

cone Ihis issue is olso cleorly oullined in lhe cone lorming ogreemenl.
MSC oul ol ils own mognonimily decided thol insleod ol conrplelely

obondoning cone lhot wos burnl. il woulcj in'lpose some conditions for

receipt of lhe cone. The Condilions were meonl lo discouroge fornrers

from inlenlionolly burning lheir cone lor it lo be horvested before

ocluol molurily lime. This wos olso infornred by lhe foct thoi il is very

5

6
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t4

odeouocy of ccn'lpensol;cn con only be oddressecJ by lhe l'ro
rninislries There hove been nurnerous oliempts b-v people whose lond

wos ocqurred 1O sue MSC 1g-, 6 6n.penrolicn Currenlly llrere is o suil

pendino ,n Kokon.tego :.1rch a-curl vrde HCCC 7r of 2OJ8. The moller

berng subjudice, w'e wr I o\rcrl llre culcon.e.

Sugor Ac I 2001 - rveigh bridg"s on f orms

Ihe pricing iormulo is o rniller's gole 1:rrice. A iorm gote price would be

rnuch lo'r'Jer. ll is nol proclicoille lc weigh oboul 1600 slocks Coily ol

eoch Iorrners' forr-n. There is ncwhere in lhe world v/here cone is

weighed ot lhe forrn s1,sn w'her€ tlrere ore plontotions. The

weighbric,ges in N4SC hove been lull), oulomoled ond ony rnolproclice

hove Seen conlrolled lhrcugh sevi-.re crisciplinory meosures. For stocks

corried lrom ll')e some fornrer using some unil. weighls ore eouolly

dislribulecl by dividing lhe loloi weighl i)y lhe number ol slocks corried

in lhe boskel/lroiler MsC iros gone on exlro mrle lo pul up o weigh

bridge ol Kisoko. Ihis centre rs oimed ol helping lhe lorrners in 8usio.

Forme, toctory conlrocls nol honoured despile stipuloling lhol cone wlll

be horvesled ot l8 monlhs

Ihe cone lornring conlrocls slipulole lhol plonl cone should be

horvesled o1 belween ;B lo 28 monihs. while the rotoon crops should

be horvesled ol belweer, | 6 lc 2a monlh5. Cone is oulomolicolly

ovoiled inlo ll.re horvesling colendor on olloinrnenl of the molurily oge

by voriely M/hich lhe ccmpulerize(l syslenr uses lo populole lhe

colendor On lormer's requesl cone below lhe conlrocluol oges moy

be horvesied.

Cess nol utilized lo imp(ove rood infrostruclure os required

Ulilizolion cf ihe tund is o prerogolive of lhe cess com!'nitlees

constiluled in oli lhe dillr:cls.
4
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lr

l5

l.4SC s O (io cfjlccj nrernba, r,r orl Cess Co.,]mri lees li e rloko,r]eccl

Euircr. B rr I ere'Nl,r-lmro1 cic j

Ce!5 COn.lrririlee5 pr'Ofllr:e lhe rOods lh,:rl ',vOul,J tle mOinlOrncC Ci

per Ollc(:LrIicrl

Procurernenl ol \,vorkt (Jc:re oy lhe Cest ccntm;llee.

l"4SC supervises lhe olreod) procured \^,ori.-s Cnd releoses fund5 lo.

roods inol hove been cior-re io lhex solislociion

foclory Monogemenl hos nol co-opted locols lo lop monogemenl -
L45C is o lisled compony lhol empioys it's personnel from the morkelor'r

o compelili,/e bcsis Beino cn equol opporlunily employer. ihe

compcny emtlroces cnd is guided by locol lows ond inlernolionol

rOoour convenlions.

Compromised Provinciol Administrolion - hos nol been imporllol in

deoling with lormer issues ogoinsl Mumlos Sugor foclory. tocol
provinciol odrninislrolion ofliciols ore occommodoled wilhin Mumios

Sugor Compony houses. supplied wilh free sugor, fuel ond o monlhly

ollowonce

The Compony hcs 2, 109 housing units ond os sr-,ch we hove surplus

housing ond tleing porl ol ihe communily we olfer housing on request

cnd on rentor lerms. Ihe compony gives oul some sugor lo ils

ossociotes (inclucling provrncrol odminislroiion persotrneli dLrring

Chrislmcrs periocj. Such sugcr ,s occounted ior ond is given oul os

Christmos gif L

COMESA - The lopse in lhe COMESA sofeguold is o serious lhreol lo lhe

s urvivol ol the loc ol sugor industry ond musl be renegolioled ond

exlended.

The Common Morkei ior Eostern ond Soulhern Airico (COMESA)

gronled Kenyo's requesl for on exlension o[ lhe speciol scfeguord
5
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ca rrprrn), ,s hecr','rly r-rdec,led Ita ,.tcn-rf,on.,, hos irled o. i,(:CCunlrna

cirspllle over o 1976 o,.;rec-r.r-enl ,,/lh A,4SC The ou,come ol lfrF-,

ort)rlrolron rs owoileo

Cone weighl eno recgro': lio,rtl-involving MSC employees h,ho

involved in cone lornring crlloiiinO lh.-nrselves more weighl per stcck

lhon usucl. The records on rleiglrl held by lhe lronsporler somelimes

vory lrom v/hol former5, slolement lrom Mumios Sugor Contponl,

shows. The slocks sonrelirnes consisten,ly record eguol weighls for o

series of cone deliveries lo fhree decimol ploces. ln oddillon, lhere is

exoggerotion of form size by lhe compony surveyors leoding lo fornrers

being oversupplied wilh lerlilizers ond olso excessive levies over lhe

sonre

When cone is delivered from one lormer using double boskel unils. lhe

werghing rs done ol one go ond lhe lolol lonnoge is oulomolico y
dislrrbuled by lhe compuleozed syslem equolly io lhe number o[
delivery noles thol were looded in lhe field. This is so lo improve lroclor
lurn-oround ond reduce llre lime loken for lhe unil in lhe cone yord

ossuming eoch bin is of llooded ;eporolely oncl givi-n lhe specific

weigh I

Exog geroled Areo

For every plot ploughed. rlSC 5urveys il to esloblish oreo lor llre
purposes ol billing {orm inpuls ond plonning of ils onnuol operotrons.

There hove been some comploinls of over slolinq ol oreo. Common

couses of oversloled oreo inclucJe:

- Form reduclions for ollernolive u5e oy formers

- lnlerchonge oi plols- ln coses where formers ore nol residing on

plols, lhe inlerchonge qf 6wnership of plols moy occur.
. Former inconsislencies- Some iormers ore lnconsistenl. During

survey, such lormers sho'// wrong boundories lo gel o bigger oreo in

order lo gel more fer,iliser lor use on otlernolive crops ond/or sell
1

I

a



\.ho oFr r)i tl()rrrrclor\/ oiler iniliol !rirvev- Tlrere is .3 l.,l i)i

sLjl)d,vr5ri,r1ll.josrrril gornQ Orr CIlen lhe sLrcdtvi!ian,/le O!rng Clo r:Caur

ol r C frrol;( llr ,-Ji l,elrls

Sugor Outlets - MSC should hove sugor oullels lor the comnlunil!,ol
f oc lon ' pric e

MSC opp,lies urrilorm prices ior ils sugor soles. Applying seleclive pricino

for the locol communily n-roy creole price conilicls.

Reclossificolion ol Sugar - lo moke sugor o food commodity and not

induslriol crop so os to uero role il.

This berng o lcgislolive issue. MSC would be glod 1o see porliomenr,loss

o legrslolion lo zero role slrgor os sLrggesled

low Exlension-reseo]ch- former linkoge needs lo be intensilied lo
enhonc e inlormolion disseminotion by exlension workers.
A SC runs on eloborole exlension service oncl former eciucc_rlion

progron.rs clossiired inlo (ol Pre plonling demos, (b) Pre horvesl

exrensron meelings. {c) Post horvesl extensiorr nreeiings ond ld) Zono'

lhigh proiilcl exlension meelings: otl of which ore scheduled on weekly

ond nlonlhly plo rrs

Supplemenlory irrigolion need lo develop irrigotion infroslructure in

lhe oreo lo boost cone produclion ond competitiveness o( our

produclion

MSC lros broughl on boord consullonls from S. Airico who hove

developed o plon ond budgel for Cenrre pivol irrigolion on on

estinroled 75 ho in the Nucleus Eslole. fhis is oimed ol developing

quolrly seed cone nurseries lhol will be supplied lo oulgrower ond ihe
Nucleus Eslo1e. The plan is subjecl lo ovoilobrlily ol funds.

ri
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t , .\ '. llEl

a

F'.lrl,.Il::r r.r1lL:rirta€ 11 i'ria,!J-: lrt. (tr-r a | ;! Il,,i tti.-'ett af' :ta;: -',i

,:j--,n.::,-r:tra . t1i-: a-: ti;;.- [.f,l alt,.:tl'.,, .I :1,],:l'',ll:r: '-,arr ,r',,r i.

;:,:,,4,n,:r .Jr'1,:r rrri-: lt ''r,lrla' l€ or'jiu;l'; ,:r: i' rrr-: 'rl ll e ':1."-'r rl,'a: rl illa:'-a

auii3rrll\. Si"'ar(rl 'frcralerll ,ll llre [)t]rnrrr, i cl tr-rC.-li COna- lrO/e b:€r,

iBif,iila-:,J ,rr ll-ia irua,A,-,a aslllil (;Tr,'l a'-'i"r.'1r1r ii:1.'-ls l'4DSl ,ll Crri'-J-

ir-ic,.J:f,li \..,er€ C!lrrL:3nirO'ed ifr ll',3 i,Ua a(-i; :Sl!la5 l.r 
^'il,ltt]il5. 

I'!Ose\^,'.J

ond 5arrrgolo. lv1,Jn"ro: SLr:,1or CDr'l'i,irn;.' l la c?etdlat lrl o rcrdiu', oi

crbOUi 50 larlOn-,e lres l-tenCe rl ,S ve,./ C1 llrCu;t lOr ih-= COnlpOr,/ lO

naorrr-rge coses l]f cane l,e5 ln lhe oul!r'llvers llelLls due lo lhe

drslcnce. MSC lros porlnered \\'ilh lornlers oncl blcck leociers lo curb

lhe ,,,ice llrrough wcrkshofls cnd rle€ilirrg5 wrlir iheff' 5er'lsitrzolicrr rs

olso done lhforrgh rodio Sugor cor,e burnrng is ollribuled lo vor;orrs

'ec5.]n5 Ai'j'on! lllerll i5 lec5in:l ai ':ci]. r"l^,r;r l: L-roied orl cTcles

hence cone i! Llt-,rn| lc t.:d',.)ce the liit.tE a[ 3.J:e LanC conllicls olsc

re;ult rnlO aor,e llurnrr'l! ccr5es.

Exc es sive inleresl ,oles-

As 5een in 25 obove. lltere cre cgreed roles \.',l.renevet fornlers seek

crecjii front MSc. Tlre role of rnleresl rs nruch loh'er thorl whot lhe',,

u/ould be chorged by o bcnk or lrr'onciol ,nstrlulion Fc,rrners ore lree lo

source for ihe rnosl ollordoble cre(lir.

Monipulolion ol weigh bridge -

As exploined in l8 obove, N1SC's 'r'.'eiglr brid3e r! cclnpulerized ond os

suclr is not subiecl lo n tc r'lipulotion. Frequenl visils by formers on

educolion'lours hove conltmed ol,ihenticily of rveighls derived.

2 l-ong distonc e lo f oclory

t0



:i

/rr rrr r0 o5Ove lhe ajorr;lr,ralr,,,,) C\l iligOkO COrre lt,--,\,rr-r(l aen!r: ,9 Or.)

r:a/L-rje fiiis \".,rll lej5en lcr-(]1 (jrslurtaes or-,d rn(lrFOse iOrnter ecrrrtr-tos

Oelcyed horvest -
As rn 2 obove [Evider,Ce i> ovor,oole]

4. f x665;l'..E inleresl - As in 25 and 2B cbove

,5. Cc.generolion - As in 5 obove

6. Su3or ACt. 2O0l - Reler No tO oboye

B

9

7. Repre:errloJion ol K59 - As in No. 4 obove

Burnl Cone - All Sugorcone lormers were compensoleo on cone lire
perrcrllies.

Court coses - lo wind up llre Busio Sugor Compony which hos nol been
operotionol compllcoles ihe revivol ol lhe loclory.
Vorious coses ore penoing i,r courl ogoinst Busio Sugor Conrpony LlC.i.

These include o winding up pelilron |led by MSC lor rnoney owed by
SSCL lo MSC The oppointrr,enl ol o receiver monoger by KSB to
ove(see lhe operolions of SSCI wos nullified by lhe High Courl in

Eungomo due to delecl on the debenlure documenl.
Unlil lhe penoing coses ore concluded, the exislence ono operolion of
BSCL renroins doublful. No oltempts hove [6gn mode by lhe direclors
ol ESCL lo revrve il

SIGNED

I\,,
:...,/...... MANAGING DIRECIOR

)
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The following are the proposed anrendnlents to the Sugar Act

PAGE ISSUE
P9 721
Preamble

Pg 721
Sec.2
Agreements

"Agreements"

"By-products"

"Growers"

The preamble is inadequate
because it leaves out other
stakeholders

This should be amended to
cover other stakeholders

Singling out the transporters
alone tends to give them
more importance than the
olher stakeholders

Strictly speaking not all
substances produced
incidentally are useful hence
the use of the word "any" rs

misleaciing.

Some institutions/companies
other than out-grower
institutions may opt into
cane growing hence they
should not be excluded. Re-
phrase

"lnterested Means the su ar indust tn

PROPOSAL
It is therefore proposed that
the preamble be amended by
deleting the following words
". . . .and connected
purposes " The words
deleted should then be
replaced with the following
words". . . define and regulate
the relationship between the
various interested parties in
the industry and other

rpoSES,,

It rs therefore proposed that
the deflnitions be amended
as follows "agreements"
means the agreements
specifying the standard
provisions governing the
rights and obligations of
growers, millers, outgrower
institutions and transporters
in the Sugar lndustry.

Delete the words "growers,
millers and outgrowers" and
replace with "various
interested pafties"

Delete the word "any

substance" and replace with
"profltable substance"

"Grower" means a person(s)
or institutions other lhan
ouf grower institutions that
produce any scheduled crop
in Kenya for the manufacture
of sugar and related by
products.

connected

I



Partres"

"Licences'

Pg 722
Sec 2

"Outgrower"

"Outgrower

institution"

"refined sugar''

"lndustry" Re-phrase

To a larger extend,
importers dictate the
direction of the industry
hence they should be
included as tnterested
parties

Sugar importers
subjected to

Iequllglle!!s

Kenya respons ible lor lhe
growing of sugar-cane and
any other sugar producing
crop, manufacturing,
nrarketjng and disposal of
sugar and its by products.

Re-phrase to include
rmporters

should be
licensing

Expand
requirement
license.

include
importatjon

to
for

The definrtion of grower is
deficient rn that it does not
recognize groupings of
farmers comlnq together as
a block

"grower" should therefore be
deflned to include a person
or group of persons who
produces sugar cane ... ... . "

The dellnltions should
harmonized with
definition of "growers"
accommodate "groups
persons"

outgrower should therefore
be defined to mean a person
or group of persons who
have .'

The new definitton should
therefore be. lnstitutions
registered under the Co. Act,
the Co-operative Societies
Act or any other bona fide
organizations under any
other law that the meeting
may approve.
This deflnition shoulcl be
deleted altogether and
instead be incorporated in the

be
the

to
of

Should omit the Trade
Unions Act as these are
labour lobby groups

"refined sugar" is simply one
type of commercial sugar
among many others

I

. Page 2
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"lnterested
Parties"

"Zone"

"Sugar"

This deflnition omits
important stakeholders i.e.
Transporters

The meaning is too
restractive. lt should
accommodate those farmers
whose zones are in excess
of 40 Km e.g. Transmara,
Soin, Busia etc.

The intention is
to
Pg 724
Sec 4(2)
Functions of
Board

Repetition of stated
functions of the Board
Paragraph 3 of the Second
Schedule also lays out
functions of the Board. This
should be harmonized and
an expanded Sec. 4 be
created

P9 724
Sec 4(1 )

The word "regulate" implies
"control" which is not
appropriate in a liberalized
market.

P9 725
Sec. 4(2) c

improved deflnition of "sugar"

The definition should
therefore be amended to
include "Transporters"

Replace the word "maximum"
with "approximately" so that it
reads: means the area within
a radius of approximately
forty ktlomekes of a sugar
mill There should be further
guidelines on the parameters
of licences.

I\,4eans crystalline or liqurd
sucrose in any of rts
recognized commercral forms
whrch complies with the
speciflcatron set by the body
at the time responsible for
setting standards, intended
for human consumption or
other uses.

Should be merged with
paragraph 3 of the 2"d
schedule and harmonized.

Replace the word "regulate"
with "facilitate"

Amend to read. "facilitate flow
of research findings to
interested parties through the

,

o Page 3
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P9726
Sec 5
Composition
Of Board

s (3)

Pg 726
Sec s (i) (a)

Pg 727
Sec 5(3)

6(a)

Re-phrase

The government is over
represented the ministry
should have only one seat
on the Board This will
reduce the total No. of
Directors to 12.

We may either retain the
level at 12 in fine with Good
Corporate Governance

The extra seat can be
allocated to any one group
of stakeholders who
expressed the desire to be
represented on the Board
e.g. KESREF, Transporters,
importers, KSCCT,
Consumers etc.

Allowing the board members
to continue rn office for as
long as they are re-elected
nra create chiefdonrs
Chairman should be elected
from one interested group as
provided. To avold conflict
of interest, the chairperson
should be tndependent
person and an eligibllity
critenon be set up as a new
Sec.5 (a
Three are inadequate fort
the development and
implementation of effective
programmes by a new
Board

ls this levy in addition to the
SDL?

KESREF "

Delete represent the
industry" and replace with
"represent the interested

adies'
5(i)c 2 representatives
elected by whtte sugar millers
and one jaggery miller

The chairman
independent.

to be

Reduce the number
grower representatives
five

of
to

The board members should
be subjected to a maximum
of two 3-year consecutive
terms

This need clarification

The levy should be deflned
The clause tends to exclude

Re-phrase "impose a levy or
levies upon the interested

The chairperson shall be
elected from members of lhe
Board who should be a
member of the Board.

lnclude a provision that
councillors and MPs should
not be members of the KSB.
lncrease term to five years
with a limit of two consecutive
terms

. Page 4
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Pg 729
Sec.9
Remuneration
Of Board be
Members

generally subject the general
provisions of the Act to the
[1',] sation of the le

giving effects to the objects
of the Board.

Consultation with the
I/inister will be hampered
due to the fact that the
Minister has to consult with
other ministries i.e.
Treasury, Office of the
President their presence on
the Board notwithstandi

Standard guidelines should
be made available within
which the minaster should be
able to operate and be fairly
responsive to the needs of
the lndustry players

Sec 1 0 (2)

The CEO

Sec. 16 (5)

Sec 1 8 (3)

14(1)

14(21

15

16 (2)

Qualification of CEO is too
restrictive

Exclusion of millers from the
licensing requirement is
prejudicial to the other
rnterested parties.

The minimum flne of Kshs
50,000.00 is insignificant
compared to the effects of
cane poaching.

There is no requirement for
proof of established cane
that will enable the applicant
operate such sugar
mill/jaggery. This tends to
encourage cane poaching.

No fine is imposed for
persons found guilty of
operatrng unregistered
mills/jaggeries

"may' gives drscretion.
Should contain more
certainty and informs those
on who the obligatron to pay
IS laced on

Misplaced

Delete ln
economics of BA

The Act should expressly
provide for the importation
licensing requirement

Minimum fine should be
enhanced to Kshs
200,000 00

The clause should be
amended to subject the
applicant to the requirement
of provrng that he has
established enough cane that
will enable him operate hrs
mill/jaggery without

A minimum fine of
100,000.00 should
imposed to tame
jaggery operators

To be deleted and moved to
par. 6 of the second schedule
under the role of Millers

Recommendation
Replace with "shall"

agriculture

Kshs
be

illegal

c Page 5



Sec 18(4)

Sec 18(5)

The retention of levies
needs to be criminalized

Five per centum per month
is a bit too punitive. There is
need to reduce the figure
downward e.g. 27o

Replace representatives of
millers and growers with
stakeholders who should be
defined
There should be a provision
to disallow dumping of

sugar

Amendment needed so that
the Government acts on
advise

The various taxes/tariffs
should be provided for and
outlined in the Act

Should read " ... a sum equal
to two per centum . . . ."
Combine with Sect. 18 (4)
and criminalise. lt should be
a standardized penalty like in
VAT (KRA)
Delete ti -amenO to proviOe
for payment of a registration
fee which amount can be put
in the regulations.

Delete and replace with
interested parties as defined
under Sec 2

lnclude a proviso at the end
of 27 (1) to read as follows
PROVIDED that no dumped
sugar as defined under the
COMESA protocol shall be
allowed into Ken a"
Section should therefore be
amended to read as follows
The Government of Kenya
may on recommendation of
KSB introduce other
safeguard measures as may
be necessary to protect the
industry from unfair trade
practtses.

Rules and regulations
relating to the payment of

Pg 731
Sec 16(4)

Pg 733
Sec 19 (e)

Sec 21(2)

Registration of Millers

"new" New "e" to provide for
receipts from grants, gifts or
endowments.

Fundrng of the Arbttration
Tribunal Provision should be made for

f r-rndrng by the Exche LJE T

Replace "may" with "shall" "the Board shall investPg 73s
Sec.22
lnvestment of
Funds.
Pg 737
5EC 25
AGM

Pg 737
Sec 27 (1)

Ps 738
Sec 27(2)

27 (1)

a Page 6
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It is not necessary
legislate on this in
primary law.

The intentions can easily be
defeated e g. in MSC a
number of farmers have
already offloaded their
shares on the market.
Appointment of Drrectors is
a preserve of shareholders
hence should not be pre-
determined

The term of offlce of the
tribunal members upon re-
election should not exceed
the initial term.

Pre-determination of the
nature of likely disputes may
be difficult hence the two
members should be ordinary

ualified arbitrators

to
the

Schedule'l
Clause.3

31 (3)

31 (2Xb)

Ps 7 42 (1)

Pg 740
Sec.30
Rights of
Growers

Any member
Further rules on eligibility
criteria to exclude MPs and
Councillors

Disclosure of interest
Board Members

by

QuorumPs 7 42 2(4)

Ps 743 (3)

and rmporlation of sugar
generally should be
promulgated e.g Sugar
lm rtation Rules
This section should therefore
be deleted in its entirety

Delete ". ... for one furlher
term of a period not
exceeding five years" and
replace with "....not
exceeding three years" to
correspond with the initial
term

Re phrase to indicate that the
members should be qualified
arbitrators

There should be provision on
removal of chairman

There is need for provision of
penalty for non disclcsure of
interest. Such interest should
be too stringent as to include
removal from offlce on
grounds of conflict on
interest.
This should be changed to
two-thirds of the members
Delete "other matter before
the Board" so that it read: "if a

. Page 7
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Schedule 2
3u)

3 (m)

6 (a) and (d)

Re phrase to include
provrsion of resources for
rehabilitation of factories.

Re phrase to include the
issue of
controlling/regulating
importation of sugar

The two sections tend to
vary on the period of
payment. l\ileanwhile the 3%

indirectly interested in any
contract or proposed contract
that may result to personal
gain before the Board and is
present at a meeting of the
Board at which the contract
or proposed contract is the
subject of consideration, he
shall. at the meeting and as
soon as reasonably
practicable after the
commencement thereof
disclose the fact and sha noi
take part in the consideralion
or discussion of or vote on,
any questions with respect to
contract or be counted in the
quorum of the meeting during
consideration of the matter."

Re-wrrte to read as 'Facilitate
long term master plans arrd
resources for.. . . "

Re-wrrte to read "monitor and
regulate. "

The two
harmonized

should be

Delete as this is substantially
the role of the grower.

The burden of installing and
maintenance of the systems
should be borne by the
lndustry and not the miller
alone.

penal ty is too punitive
There is need to harmonise
the functions of the key
players in the industry.
Particularly harvesting,
weighing at farmers' gate
and trans rti
Paragraph 8(5) provides for
the establishment of a
sugarcane testing unit set up
by the Pricing Committee
which is made up of
KESGA, KESMA & KSB,

Paragraph
6(s)

Pg 748
6(d)

Payment within 30 days
after cane harvest is not
possible when there is a glut

The penalty for late payment
is too severe and will cripple
the industry. This should be
deleted or made more

. Page 8

L_

T-

I ps 7a8

lParagraph
I or'l
I Role of miller

I

I

l

I

I

i

L._ -l



flexible

o Page I

I'

E
I

L



APPENDIX III

MINUTES



MINUTES OF THE SIXTY EIGHTH SITTING OF T}IE DEPARTMENTAL
COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES HE
THE MEMBERS LAUNGE irrruoon CONTINENTAL IIOU I' I ME,NT
BTiILDINGS ON TUESDAY t0 AUGUST 20 t0 AT l0:00A.1\1.

PRF,SI' NT
Hon. John Mututho, MP
Hon. Lucas Chepkitony, MP
Hon. Benson Mbai, MP
Hon. John D. Pesa, MP.
Hon. Peris Chepchumba, MP
Hon. (Dr.) Robert O. Monda, MP
Hon. (Dr.) Victor Kioko Munyaka
Hon. Fredrick Outa. MP.

ABSENT WITH APOLOGY
Ilon. Erastus Mureithi, MBS. llSC. MP

ABSENT
Hon. Evans Akula. MP

KENYA NATIONAL ASSEMBLY
Mr. Paul Nget ich
Mr. Evans Oanda

Senior Research Ofllcer
Third Clerk Assistant

Chairperson
Vice Chairperson

MIN.NO. l4,l/2010: PRI,LIMINARY
The meeting opened with a word ol prayer.

MIN.NO. t45t20t0t CONFIRMATION OF THE PREVIOUS MINUTES

Minutes of the 58s, 59'h, 60'h, 6 l"', 62'd. 63'd, 64'h, 65s, 66fi, and 67s were confirmed and

thereafter signed by the Chairman.

Members deliberated on the draft report of the examination of budget estimates on its portfolio
ministries. While agreeing with it its contents, the Committee made amendments, as follows:-

l) Under the Ministry of Agriculture, Value Addition of' nuts especially cashew nuts,
Macademia nuts and ground nuts should be done by the Ministry to create employment
for Kenya people instead of these nuts being exported in raw form to be processed
abroad.

a

IN ATTENDANCE:

MIN. NO. 146/2010: ADOPTION OF TllE BUDGET ESTIMATE REPOI{'I'



2) The reduction of import duty lrom 35%" to llVo by the Ministry of Finance al'l'ects not

only rvheat as indicated in recommendation number six under the Ministry ol'
Agriculture. but also on rice. There Committee recommended that a three year

moratorium should be sought from the East Africa Corporation Member states on the

matter.

3) Inputs either donated or subsidized by the govemment should be supplied to small holder

farmers in a fair and equitable manner.

4) The Cess levied on Agricultural products should be abolished with immediate el'fect since

it is a double taxation.

The draft report on sugar sector hearings undertaken by the Committee in September 2009 rvas

presented for consideration and adoption. The Committee studied through and made lurther
suggestions lor improving the draft, as follows:-

Amend mcnt ol the suaar act of 2(Xll:

l) The payment formula to farmers should be revised so as to be based on the sucrose

content to be measured at larm gate by Kenya Sugar Board (KSB). Subsequently, the

KSB should purchase equipment for the purpose of measuring the sucrose content lor lhe

larmers.

2) T'he price should be adjusted to include the by-products such as cogeneration, bagasse

and motasses in the final price. Payment to farmers on the cane deliveries should be on a
l4 day period lailure to which the amount should attract interest.

3) 'l'he weigh bridges should be owned and managed by farmers themselves

4) Kenya Sugar Board should handle the supply of inputs to farmers so that the prices can

be regulated thus eliminating cartels lrom the equation, thereby curbing exploitation of
farm ers.

5) Factories should sign a legal binding contract with farmers to adhere to a strict timeline
of harvesting cane when cane matures to avoid cane over maturity and losses. It was

noted that over mature cane compromised on its quality and conlent ol'sucrose. ln the

event that a factory has no capacity lo harvest the farmers' cane, it should have a contract
with another faclory lo do it on its behalf rather than farmers supplying cane on their own
to the diflerent lactories.

6) Taxation on cane which goes up lo 27%o currently should be revised such that the total tax
is not more than l0%. 'fhe Cess levied on cane should be abolished or the monies

collected be retained in the factories for use in maintaining roads.

a
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7) The proposed privatization ofsugar factories be done with the farmers interests in mind.
Cane farmers should be issued rvith automatic 30% share holding in addition to 2l%
share through the check off system. This will give them the majority of ownership of
5t%.

8) The govemment to write off the debts of Mirvani Sugar Company so that it can operate

normally in the Zone.

In the meanwhile, the Committee was inlbrmed that Mumias Sugar Company and Nzoia Sugar

Company had written seeking to appear before the Committee to discuss issues on sugar sector

after earlier scheduled meelings did not materialize lor reasons the two companies had given.

The Committee responded that the report had been concluded and was satisfied issues discussed

cut across all factories. The Committee noted that the written submissions from Mumias had

been considered in the production of the rcport. The Committee agreed that the two companies

rvould be invited at some time in future to brief the Committee on their operations.

Thereafter, the two reports were adopted (to include changes made) after they were proposed by

the Hon. Benson Mbai and seconded by Hon. John Pesa.

MIN.NO. r,18/2010: FOR l.t (; )i 1'tt I PS

The Committee was concerned that the Members had not unde(aken proposed trips since the

Committee was reconstituted in June 2009 while other Committees had done so. The Committee
also expressed displeasure with the way appointments to various delegation regarding

agricultural matters was being done and slated they were in disregard to Members of the

Committee. Examples rvere cited to include the rccent trip to China by the delegation led by the

Vice President's trip to China on 9'h August. 2010, and conference on Food Security in Rome
Italv.

The Committee also raised concern about the inconsistency on the policy of limiting delegations

ro only three (3) members of Parliamenl while in some cases limited to five (5) when this had not

be made known lo the Chairpersons of Committee during liaison Committee meetings. It was

resolved that the CIerk be invited to shed light on this matter during the Sitting of the Committee
on Tuesday, l7'h August, 2010.

The Committee deliberated on its impending foreign trips and resolved as follows:-

l. Delegation to Biodiversity Conference in Tokyo Japan in October,20l0, to comprise the

following members in order olpriority:

l) Hon. Lucas Chepkitony, MP
2) Hon. (Dr.) Robert O. Monda. MP
3) Hon. John D. Pesa, MP.
4) Hon. Peris Chepchumba. MP
5) Hon. John Mututho, MP
6) Hon. Benson Mbai, MP

Vice Chairperson

Chairperson



2. Delegation to South Korea which had been postponed to end of August 2010, to
comprise:-

l) Hon. John Mututho, MP
2) Hon. Peris Cihepchumba, MP
3) Hon. (Dr.) Robert O. Monda, MP
4) Hon. Erastus Mureithi, MBS, HSC, MP

Chairperson

3. Delegation to ICO Conference in Landon England rvill comprise the following members

l) Ilon. Benson Mbai, M.P.
2) Hon. Fredrick Outa, M.P

4. Delegation to either brazil or USA that has been impending since last year (2009) will
comprise the follorving members:-

Vice C hairpcrson

5. Delegation to Vienna and South Africa for GM Maize grain testing to comprise the

following members:-

l) Hon. Lucas Chepkitony, MP
2) Hon. (Dr.) Victor Kioko Munyaka
3) Hon. John D. Pesa, MP.

Vice Chairpcrson

The Committee re-visited the issue of KPCU's receivership saga and resolved to invite the
parties involved who have not appeared before the Committee on the matter. Among them were
the Management of the Kenya Commercial Bank (KCB), the Ministry of Agriculture and

Ministry of Cooperative Development and Marketing.

The Committe was informed that the Mombasa Agricutural show was on from Wednesday. I l'h
August, 2010. The Committee agreed that the folowing members could attend:-

l) Hon. John Mututho, MP
2) Hon. Benson Mbai. MP
3) Hon. John D. Pesa, MP.
4) Hon. (Dr.) Victor Kioko Munyaka

Chairperson

l) Hon
2) Hon
3) Hon
4) Hon
5) Hon

Lucas (lhepkitony. MP
John D. Pesa. MP.
Fredrick Outa. M.P.
(Dr.) Victor Kioko Munyaka
(Dr.) Robert O. Monda, MP

MlN. NO. l{tt/2010: ANY OTHI,R BUSINESS



MIN. NO.l50/20r0: ADJOUITNMENT
There being
Tueday, l7u

no other business, the meeting was adjoumed a1 fifteen minutes past one unlil the
municated later.August. 201 0 at I 0.00 at a venu
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MINIJTES OF THE SIXTY S NTH SITTING OF THE DEPARTMENTALEV Il
C ITTEE ON .4G I{u LIVES ANI) COOPEL S HELD IN
'IIIE C]OMMI E ROOM 1 l'L
I]UILDINGS ON TUESDAY.2 ,tuLY.20l0. AT l0 5 A.M.

CONTINENT II I.]SE, PAIILIAME
0 I

PRIiSIiNT
Hon. John Mututho, MP
Hon. Lucas Chepkitony, MP
Hon. Erastus Mureithi, MBS, HSC, MP
LIon. Benson Mbai, MP
Hon. John D. Pesa, MP.
Hon. Peris Chepchumba, MP
Hon. (Dr.) Robert O. Monda, MP

AI}SI'NT WITII APO LOCY
l-lon. Fredrick Outa, MP.
Hon. (Dr.) Victor Kioko Munyaka,MP

AI]S NT
Hon. Evans Akula, MP

IN A'I'TENDANCE:
KENYA NATIONAL ASSEMBLY
Mrs. Consolata Munga
Mr. Paul Ngetich
Mr. Bonnie Mathooko
Mr. Evans Oanda
Miss. Wanjiru Ndindiri

MINISTRY OF AGRICULTURE
Hon. Dr. Sally Kosgei, EGH, MP.
Dr. Romano Kiome, CBS
Kennedy Ayula
Mary Kamau
Wellington Lubiru
Benjamin Andayi
Mohamed Dawe
C. I. Njeru
S O Olala
H M Mwangi
Eng.Jasper Nkanya
James M Kirigwi
Nehemiah Chepkwony
Joseph Kamau
Susan Mucheru
C. N Mukela

Chairperson
Vice Chairperson

Deputy Director Committee Services
Senior Research Officer
Senior Research Officer
Third Clerk Assistant
Third Cierk Assistant

Minister
Permanent SecrelarY
DDA
Director Extension
CE
PAC
Finance Officer
finance officer
CFO
DA
Ag. CE
CE
DDA
HRM
HRM
Finance Olficer



MIN. NO. l.ll12010: l'ltIl,l]lI\;\liY
-lhe Chairman called the mceting to order at fifteen minutes past ten oclock. lle then outlined the
rulcs ofconducting the proceedings and thereafter introduced members ofthe Comminee.

A(;RICULTUREFOR THE FINANCIAL YEAR

The Committee sought responses liom the Minister on the following issues while presenting the
Ministry's budget for 20 I0/201 I financial estimales:-

i The specilic r.vorking relationship between the Ministry of Water and Ministry ol
Agriculture rvith respect to implementation ol irrigation projects in the country

ii The Ministry's position regarding the formation of a micro finance organization by
KTDA, and the Ministry's take in the Tea Amendment Bill of 201 0.

iii 'l-he predicament lacing K[)('U now that its assels are in the process of being auctioned.
iv The Ministry's position in solving the challenges affecting pyrethrum industry in Kenya

with specific emphasis on the on protecting the pyrethrin product formula. and
development of 800 acre land in Ol Kalau and funding of Pyrethrum Board of Kenya.

v The status of Afllatoxin ntanagemenl in the country and the amount allocated to the
Strategic Grain Reserve.

vi The requested resources lirr purchase of Mobile driers and status of seed distribution in
the country.

vii l'he Ministry's position on rhe current poor perlormance in the sugar industry with
parlicular emphasis on high taxation, controversial weigh bridges, high input prices,
mismanagemenl across thc board and the privatization of sugar lactories.

viii'l'he Ministry's position on the reduction of wheat duty by Treasury.
ix Marketing of Horticultural products.
x 'fhe level ofdistribution ol'extension workers in the country and the amount allocated for

lhe same in the 2010/201 I Iinancial year.

SI.JI}I\IISSIONS FRO]!I TII E, i\I I r. I Sl.ER

U ntlcr I rri ation (Head 271I)): The Minister submitted that irrigation should be put in theL,

Ministry of Agriculture and nol in the Ministry of water as it was now. This would allow the
Ministry to direcl resources of irrigation projects towards priority areas of food production thus
solving the problem of lood security in the country. The Minister stated the Ministry of
Agriculture has enough engineers who are underutilized.

At this juncture, the Committce asked the Minister rhat old small dams, especially in Ol kalau
and Eldoret South Constituencies. rvere full of silt and wondered why instead ofaddressing the
problern; new big dams were being cons(ructed.

MIN. NO. I.l2l2010: EXAMINATION OF ESTIMATES FOR THR MINISTRY Ol.'

20r0/201I (voTE l0)



The Minister informed the Committee that the Ministry requested Khs.6.8 billion for irigation
but was allocated only Kshs.l06 million, which was too low to do any meaningful work. The

Committee resolved to have a joint meeting with the Committee on Land and Environment to
interrogate this matter.

Hiring of vehicles: The Committee rvas informed that the Minist ry was allocated Kshs. 147

million in the budget for hiring of vehicles. The Minister explained this allocation had not been

requested. but that the Ministry requested money for vehicle maintenance allocalion which was

not granled in the printed eslimates. The Ministry of Agriculture was not consulted on this
matter. The Committee expressed displeasure with Treasury's action and said it would seek

explanation from the Ministry of Finance.

([l! The receivership at KPCU were raised by Committee and asked the Minister what was

being done to address the issue. It was resolved that the auction of KPCU assets should not
proceed until all pending issues were sorted out. The Committee advised that KACC, Director
CID or the Attomey General should go court to stop the process of KPCU assets.

Purchase of mobile driers: 'fhe Minister submitted that the Ministry of Agriculture was not
consulted by Treasury for the procurement of mobile driers shorvn in the printed estimates at

sum of Kshs. 260 million. Had the Ministry been consulted. the Minister said she could have
recommended lor building of silos installed with driers to alleviate the problem of alflatoxin.

Maize purchaslli The Committee was inlormed that the Ministry of Agriculture had not been

allocated money to purchase maize, but instead there was allocation of Khs.2 billion in the

Ministry ol Special Programmes for purchases ol' maize for the Strategic Grain Reserve.

According to the Minister, this was the mandate of the Ministry of Agriculture. It was therefore
resolved that that money should be redirected to the Ministry of Agriculture.

Emplovlncnt of exte nsion workers: -fhe Minister informed the Committee that Khs. 216
million was allocated to employ extension workers on a temporary contract at constituency level
by Treasury. This was however done without consultation with the Ministry of Agriculture
which could have recommended that extension workers be employed at District levels and on a
permanent basis. The Committee resolved that the Ministry proposal to be applied.

lJ Dsrad ins of Asricultural Technical Institutions to Universities: The Minister inlbrmed the

Commitlee that the recent trend of tuming Agricultural Technical Institutions into universities
was disrupting the local farmers' acquisition of extension skills. It was resolved that this idea

should stop immediately if small farmers have to be empowered. Recognizing that not every
member of the society will have a white collar job, there should be blue collar job workers as

well, hence the need to leave the technical institutions perform the work they were set up for.

t.

Nuts: The Committee was informed that exportation of macademia nuts was done in raw form at

the moment and then processed abroad. l'his denied the Kenya of its market share in value
addition. while leading to loss of employment opportunity for Kenyans who would be working in

the processing factories. 'fhe Committee therefore recommended that export of raw nuts should
stop and a processing plant installed in the country



Reduction of wheat dutv: The Minister inlormed the Committee that the reduction of rvheat

duty to l0% was done by Treasury without consultation with the Ministry of Agriculture. This
put larmers at a loss having spent a lot ol'resources in production. It was fu(her disclosed that
even the negotiation o1' East Alrican Market Protocol was also done without involvement of the
Ministry of Agricu lture.

T'he Committee recommended that the lull implementations of the protocol be delayed for 3

years till all duty issues rvere addressed.

Cess: The Committee expressed displeasurc on the high Cess levied on agricultural products and
recommended that all Cess levied on the agricultural produce be abolished.

VAT refund: The Committee heard that the middlernen rvho exported horticulture in bulk were
VAT exempted under the current taxation system and ignores the local farmers. The Committee
recommended that local farmers be VAT exempted as well.

Tea sector: The Minister inlbrmed the Committee that Tea Amendnrent Bill oi 2010 by a

Member of Parliament would adversely af'lbct the gains made in the Tea sector. She further
informed the Committee that the Ministry had formulated appropriate Bill to be introduced in
Parliament.

Pyrethrum Industn,: 'l he Minister acknou'led ged the problems affecting the Pyrethrum
Industry in the country. To address them, the Ministry rvas in a process of developing a bill to be

introduced in the House. The Minister further informed the Commitlee that the Ministry had
requested lunding for Pyrethrum Board of'Kenya lrom Treasury but was not allocated any
resources in the printed estimates.

Susar Sector: The Minister told the Committee thal the challenges in the Sugar sector r.vere well
known and the Ministry needed time to study them and report back to the Committee. The
Minister funher told the Committee thatl

o Before privatization of sugar factories is undenaken, the Iocal farmer would be given
priority in the buying ol'the shares.

o The management problems in the sugar sector and especially at Nzoia were being
addressed.

o The poor performance of the receiver managers of both Miwani and Muhoroni factories
had been noted and their contract was being reviewed before any lurther renewal.

. Better varieties ofcane and cultivation through irrigation should be embraccd

Marketins of Horticultural nroducts: '['lrere rvas conccrn that marketin s ol' horticu ltural
products had been lelt to the trade unionist to exploit small farmers.

Valuc addition: The Minister inlbrmed the Comnrittee that the Minist ry rvas committed to value
addition of all agricultural products before exportation. This she said had been successful in the
coffee, horticulture and tea sectors. The Minister informed the Committee lhat a sum of Kshs.30
million for value addition had been allocated.



Issues affectinq Ministry of Aqriculture: The Minister inlormed the Comminee that some of
its important depanments have been systemalically removed from the Ministry making the
coordination of various projects very difllcult. She proposed that the following subsectors be
reverted back to the Ministry:-

o Inigation
o Strategic Grain Reserve
o Fresh Produce markets
o Reccommendation for Taxation of Agricultural products
o Farm forests
. Money allocated for the Ministry of Youths and Special programmes.

Approval of the Estimates: The Committee agreed with the Minister's proposal that a sum of
Kshs. 8,381,263,140 in Development (vote Dl0) under Ileads: 190, 193. 198,230, 596,235,
502, 180, t81,225,229,237,246,255,260,27t,759.760.76t,763,764.765,946,947,254,
257,259 and 247; and a sum ofKshs. Khs.8,019,374,200 in Recurrent Vote (R l0) under Heads:
190, I 91 , 193, 195, 228, t98, 230,238, 596, 235, 502. r 8 r . t83. 202. 229. 255, 260, 638, 639,
661.759,254,257,258,259,and247; be withdrawn from the Consolidated Fund to finance the
work and activities of the Ministry of Agriculture in the 2010/201 I year.

There be
later date.

SIGNED

ing no other business, the m tng was at twenty one minutes past two until a
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PRESENT
Hon. John Mututho, MP
Ilon. Lucas Chepkitony, MP
i Ion. Benson Mbai, MP
I'ion. Fredrick Outa, MP.
Hon. (Dr.) Victor Kioko Munyaka
Hon. Peris Chcpchumba, MI'
Hon. Joln D. Pesa, MP,
I lon. Shakeel Shabir, MP,

Chairperson
Vice Chairperson

- liiend to the Comrnittec

AI}SENI' WITI'I APOLOGIES
IIon. Erastus Mureithi, MBS, HSC, MP
Hon. Kanrbi Kazungu, MP
Hon. Evans Akula, MP
tlon. (Dr.) Robert O. Monda. Ml'

In* AT.I.ENDANCE:
KIBOS SUGAR AND ALLIED INDUSTRIES LIMITED
R. S. Chatthe - Managing Dircctor
Vitallis Ogolla - Ilcad ol'Agriculturc

AWEPA
Frank Kayitare Project coordinator

Scnior l{csearch Ofllcer
'i'hild Clerk Assistant

T'he meeting opened with a word of prayer lrom I Ion. Murcithi. The Chairman outlined
the rules of coducting the mecting as spelled out in the Standing Orders as well the

immunities enjoyed in thc process as per the Powers and Privileges Aot Cap 6.

MIN. NO. t0l/2010: SUCAIT SEC'[O II IIIiAITIN(J

l. Evitlence from Kibos Suuar and Allicd lnd strics Limitctl

MINUTES OF THE FIFTY I.-I!-'TH SIT'TINC OF 'I'tiI] DEPAIITMENTAL
COMMITTEE ON AGRICI.JL'TURE. LIVESTOCK AND COOPERATIVES
FIELD IN THE MAIN CONFEIJ,PNCE ROOM.COUNI'Y HALI,. PARLIAMENT
BUII-DINGS ON TUESNAY. I I,,,MAY. 20TO NT I2'OOPM

NATIONAL ASSEMBLY
Mr. Paul Ngetich
I\41. Evans Oanda

MIN. N0. 100/2010: PRELIMINAI{Y



The Committee was told that Kibos Sugar and Allied Industries lirnitecl was rogistered in
1999 and started its opcrations in I)ecember 2007. Kibos Sugar and Allied lndustries
Limited get its cane supply lrorn the lbllowing outgro\\,cr conrpanics:

' Nyando
. Kakamasi
r Miwani
. Kibos
. Other cooperative socicties

i. Poor in frustru ctu re
The road network in the entire z,one in which cane is grorvn is in a poor state. '[his has the
eflect of increasing transponation costs as rvell as the high losses incurred during
transportation of cane to the lactories.

ii. Erratic and poor distribution of rnin
Rain in cane growing areas is not pretlictablc arrtl as a result long dry spell may be
witnessed thus hindering propcr grorvth ol' canc. 'lhis challcnge rcquires initiation of
irrigation system to tame it. Kenya stands to loose in thc lntiustry when it is compared to
COMESA region where irrigation is done . I Iigh arnotrnts of' rainsfall carr also alfect
harvesting ofcane lhus comprornising the quality ol'end products

i ii, Poor Resaech
The prevailing seed varieties in the country arc latc nraturing. Wc need varicties that are
early rnafuring to compete with countrics like Mauritius and South Aliica by cmpowering
research.

iv. High taxation
The Industry is onc of the highly taxcd in thc country going ovcr 20%. l-his leads to low
proceeds to poor farmers fronr their investmcnts. 'l'hc nroncy taxed as Cess is always
missused within the counoils and it is the reccom nrcndat ion of Kibos Sugar and Allied
Industries Limited that the nroney renrains with rnillers to do thc roads on their own.

v. High cost f inputs
The cost of inputs especially that of'seeds and I'ertilizer is too high. Kibos Sugar and
Allied Industries Limited sells a 50kg bag of'DAl' lcrtilizer at Ksh 2t100 u,hile that ol-
CAN is Ksh 1800; which is thc krr'vsst pricc in the nrarkel. 'l'he Clonrrnittcc orclcrcd thal
the Kibos Sugar and Allicd Industries linrite d povitle a list ol'all suppliers of'I'erlilizer and
their prices for perusal. 'l'hc cost of rlachincrl, is too lrigh to allbrd and rriairrtain.

The challenges that lace the sugar industry rvas ilerrisetl as firllou's:



vi. High cost of production
The cost of production in nrost millers is very high because of old teclutology and poor
rnantainance. This is again reflected in the lorv procccds paid to the fartrcrs. The

challenge can be mitigated by diversification to get more products front cane like ethanol,

cogeneration and paper among others. Kibos Sugar and Allied lndustries l-irnited have

howevcr not diversified being a young Company has plans to start co-gcneration for
inte mal use and sale to the national grid.

vii. Mismanagement
Most of the state owned factories are mismanaged and hence tlreir elfiency is

compromised. This is in view olthe fact that there are a lot of bureaucratic plocesses

involved before a decision is made. This challnge can be mitigated through privatization
rvhere decisions are promptly made.

2. Allecations asains Kibos Susar and Allied Industries linrited

'l'he Committee sought response to the allegations against Kibos Sugar and Allied
Intlustries Limitcd as gathered during Sugar Sector Public Hearings Iiont othel players in
the industry. They responded to those allegations as lollows:

i. Ownership of land belonging to Miwani Sugar Company
'l'he alleged land rvas inherited fbtm the grandfather of the current Managing Director'
u'ho owns its valid title deed.'l'he case on the said land rvith Miwani Sugar Conrpatry is

in court hence can not be discussed with the Committee.llowever, the Cornntilttee
delnancled fbr a cse number wl.rich KSIAL prornised to avail later.

ii. Burning of Kibos Sugarcane Outgrower company's premises
The alleged bulning of Kibos Sugat'cane Outgrower company's premises dulirtg post-

election violence is baseless and KSAIL has never been involved in any deslruction. The

attack on the executive chairman of Kibos Sugarcane Outgrower Company was done by
lhe public for immoral acts (incident of rape).

iii. Left with kshs 600 million money belonging to AFC
This allegation is baseless as nobody in the Kibos Sugar And Allied Industries Limited
has ever taken farmers' money lrom AFC or gone to Canada at the time indicated'

iv. Contraversial weighbridge at Awasi
The rveigh bridge at Arvasi rvas constructed after a wide consultatiolt r'vith the cane

suppliers taking into consideration the distance in rvhich farrners will cover rvith their
ctine. The resolutior.rs passing the agreement were tabled belore the Comnritlee. 'lranspot't

costs from the farms to thc rveigh bridge are borne by the farnrers lvhile Kibos Sugar And
Allied Industries Limiled bears those costs from the weigh bridge to the factory.

a



Thc clairrr that the rveigh bridge is nranipulaled was unliruntlcd givcn tlrat it has been
certilied by the Weights and Measures Standard agcncy and lclevant ccrtification issued
under cap 513 with no complirinl of rnanipulation cvcr reporte d. 'l'hese ccrlillcates tvere
tabled belbrc tho Commiltee. On top of'the rvcigh bridge . an lintcrprise Rcesouroe
Planning is installed at the factory lhzrt records cvcrything digitally.

v. Poaching of cane
'l'he Comnrittee was told that an agrocnrcnt amolrg thc stakeholdcrs was rcached that set
framework/prograrrme to harvest overmature cane by any ntiller rvithin the Nyando
Sugar bclt if it had capacity.'Ihis nremorundunr wers birrding in the sense that cane
received h'om farmers who are indebled to a diflerent nriller u,as to be collected and the
proceeds sent to the creditor rniller. 'l.his agleernent resolution rvas tabled before the
Commiltee.

vi. Cooperation with leaders
There is cooperation with leaders lrorn the area but it needs to bc incrcased than it is
currrently. 'l'his should be done ploI'essionally and avoid political partialit),. Kibos Sugar
and Allied Industries Limited invited thc Committcc to visit their lactorv to see Iirr
themselves what is going on thele.

N{IN.NO.l0212010: AD.IOLIItNMIINT

There being no any other business, thr: rneeting rvas adjourned a1 tcn rllinulcs past tluee
o'olor:k until 3:20p in the same date and venue.
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]\TINT]I'I.-S O}.' ]'IIE I.'IF'TY I-OURTII SITI'ING OF THI' DEPAIITMENTAL
( ()N,tN{r'l tI.),t oN A(;IUCUL TtrltE, LIVIISTOCK AND C0OPEITATIVES HELI) IN
1'IIE MAIN CONI.'ERtrN Ro \I COUNTY HALL
FITIDA\'30 . 1\ I' lil L.2010 AT l0:35AM

I'tu,tsl.tN'l'

PAI{LIA]\,IIINI' BUILDINGS ON

IIon.
I Ion.
I Ion.
llon.
llon.
llon.

John Mututho. MP
Lucls Chcpkitony. MP
Bc'nson Mbai, MP
Frcdrick Outa. MP.
Erastus Mureithi, MBS, HSC, MP
(Dr.) Robert O. Monda, MP

Chairperson
Vice Chairperson

AI]SENT' WII'II APOLOGIES
I lon. John I). Pesr. MP,
I lon. (Dr.) Victor Kioko Munyaka
I lon. Peris Chepchulnba. MP

AI]SEN'I'
llon. Kanrbi KazLrngu. NIP

llon. llvans A ktr la. MI'

IN AT'I'IiNDANCI]:
NATIONAL ASS!]MBLY
Mr. Evans Oanda 'I 

h ird (llcrk Assistant

MIN. NO. tl96l2t)10: PI{t LIMINAIiY

'l'he rnceting opencd with a word of prayer from Hon. Erastus Mureithi

NIIN. NO. (l97l2t)10: CONt'Itu\{A]-IN OF THE PITEVI OtI S MINUTIiS

The minutes of the 45th, 46th, and 47th sittings were confirmed and thereafter signed by the

Chairman.

l\'IlN. NO. 097 0lt): ,TtIE CO N WEEK'S PROG I,l MMI]NCIN(;
l() MA Y.2010

The Committee deliberated on its work programme and resolved that the matters that had been

started have to be completed first belore touching on diflerent sectors. It was resolved that Sugar

Sector public hearings be given the first priority follorved by the Coffee Scctor.

The Committee therefore proposed as follows-

a



1. 'l'uesday, May I l, 2010, invite Mumias Sugar (iompanv and Kihos Sugar and Allied
Industries for Sugar Sector Public Hearings

2. Wednesday, May 12, 2010, invite Privatization Comrnission ol' Kcnya to update the
Committee on horv lhr the process ofprivatization ofsugar factorics has gonc.

3. Invitation of the Capital Markets Authority to the Committee to cxplain the disclosure
requirements ol a Iisted Sugar Company in the NSLI and whether Murnias Sugar
Company has been in compliant.

.1. 'lhursday, May 13, 2010, invite the Minister lbr Agriculture to discuss about the sugar
sector.

5. 'lhursday, May 13, 201 0, to invite the Minister for Cooperative Devclopment and
Marketing to discuss about the problem allecting KPCU and the stinrulus package to help
the coflee industry.

6. Friday, May 14, 2010, to invite the Ministers lirr Regional Developmenr Authorities,
Livestock Developnrent and Fisheries Development to explain u,hi, they perlormed
poorly in the last one ycar.

lllN. N().098/2010: ANY o'ItlElt lltislNIaSS

Menrbcrs were concernetl that their Committec sitting allowanccs have not been paid. 'l'he

Contnrittee proposed that thc sample maize collected lbrm Monrbasa suspected to be genetically
modificd be taken to Europc and South Africa for thorourh resring.

NIIN.NO.095/2010: AD.lOt I ItNllllN'l'

I'here bcing no any other bLrsiness, the meeting was adjoumcd at twcrtt), minutcs past elcven
o'clock until a time

SIGNED

and vcruc to bc dctermined I
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I lon. John Mututho, MI)
I Ion. Lucas Chepkitony. MP
IIon. Ilrastus Mureithi, MBS. llSC. MP
Hon. l:redrick Outa, MP.
Hon. Benson Mbai, MP
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['lon. John D. Pesa. MP.
Hon. Peris Chepchumba. MP
flon. (Dr.) Victor Kioko Munyaka,MP
Ilon. (Dr.) Robert O. Morrda, MP
llon. Evans Akula, MP
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Ilon. Kambi Kazungu. MP

NATIONAL ASSEMBLY
Mr. Paul K. Ngetich
Mr. Evans Oanda
Mr. Bonnic N4athooko

PAIII,IAMEN'I I}UILDIN S ON TT]IISDAY

Cha irperson
Vice Chairperson

Senior Research officer
Third Clerk Assistant
Senior Research Officer

KIBOS SU(;ARCANE OUTGROWERS COMPANY LIMITED
Mr. Abdala K Kitengo - Executive Chairman
Walter Ochila - Director (Chair sub-committee)

Iing. Jukius Odera - Director Agriculture

The meeting opened with a word of prayer lollowed by introduction of the Members. The

Chairman outlined the mandate ol the Departmental Committees as provided for by Standing
Order 198 as well the powers and privileges Act Cap 6 enjoyed by anybody attending the sitting
ol the Comm ittee.

]\IIN. NO. 2 l0: SUGAIT SEC'I'OII IIEAII,IN(;S

Kibos Sugarcane Outgrowers Company limited made their submissions to the Committee by
giving a brief background ol the company. lhe Committee was told that Kibos was a young
company rvhich u,as started in 2006 and operates in Nyando Zone ofNyanza province.

(

()N A(;RICTJI,TI]RT-. LIVES'I'OCK AND COOPERATIVES IIELD IN THE ]\'IAIN

IN A'I..I'ENI)ANCE:

MIN. NO. 0tl2l20l0: PRELI N'IINAIiY



l. Challengcs facing Kibos Sugarcanc Outgrorvcr Conrpanl,

The company has been struggling since the post elcction violcnce ol'2007 where its
premises, certilicates and cane were burnt down. According to the conlpanyj the main
suspccls are the owners of Kibos Sugar and Allied lndustries limitcd rvlto took advantage
olthe post election violence since they wanted to set their orvn Outgrorver Company.
'lhe company lacks funds to pay larmers leading to delaycd payments - a problem rvhich
KSB has not solved since the company has to be clcarcd h.v thc N4iller in order to be
givcn acccss to credit lacilities.
'l he state ol the roads is very poor especially in the rainy scasorr rvhen they are
impassable. The Cess that is collected and taken to the Council is 1,ct to bore fruits.
Supply ot'the Outgrower cane is only limitcd to Kibos Sugar arrd Allied Industrics thus
opening the avenue for mistreatment by the nriller.

lll.

l\r

2. r\llcgalions tlgrinst Kihos Sugar antl Allierl Inrlrrstrits

I he Comrrittee rvas told that Kibos Sugar and Allied Industries has hecn liustrating Kibos
SLtgarcane Outgrower Company while bcing assisted by the Nyanza l)rovincial adrninistration, irr

various lvays,that include-
(i) Burning ol' the Outgrower Company's assets during the post-election violence. 'l'hc

youths rvere hired and drivcn in a pick up to carry out the drrrnagc. 
.l'his 

car's identity is

known.
(ii) I'oaching of cane from different Zones outside its allosed area of Nvando Zonc, and

goirtg as lar as Kendubay and llomabay willroul any rcprimantl liorr hollr KSll and the
M inistry of Agricu lture.

( iii)Construction o1'a faulty weigh bridgc al Awasi; this is lhr lionr its area of opcration in
addition to defrauding farmers. The arca Member of Parlianrcnt. thc l lon.Prol. Olrveny.
did witness lhis case at onc time.

(iv)Kibos Sugar and Allied lndustries has alrvays denied thc larnrcrs audience in the
Company premises as well securing a nreeting and have categoricallv stated that they can
not attend the parliamentary Committec's nreeting claiming that Kibos Sugar and Allied
Industries is a private Company and thar it is a waste of timc. It was alleged that at one
time, Mr. Raju who is one of the owners beat a lhrmer who rvent lo serve him a court
summons. Mr. Raju is claimed to be using one of the directors of the KSll by the name of
Oricho to frustrate Kibos Sugarcane Outgrower Company.'I'he Committee rvas surprised
to leam utterances purpotetely coming from Mr. Raju that he could dine with God
because ofthe money he has and no body can do anyhing to him.

(v) Kibos Sugar and Allied Industries hold a vague title deed for Miu,ani sugar factory while
the valid title deed is held by the currenl joint rcceiver managers. 'l'he case on this land
issue is in court.

t

Having listened to these allegations, the Committec demanded all the neccssary documenralions
in their support lor perusal.



i\'1t N. N ().0n4/2r)I0: AD,I0UITNMI,],N'T
There being no anv other business. the m
o'clock until the same afternoon at two o'clo

eeting was adjoumed at fifty minutes past eleven

"Pfi" same venue'

SIGNEI)
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\l I\. NO. ()7lll10Il): l'lll,.l,I]lINi\ltY

1'he meeting ol)ened with a word ol prayer lollorved by introducrion o1' tlrc Mcrnbcrs. -l'he

Chairman outlined the mandate of the Departmental Committees as providcd Iirr by Stanrling
Order 198 as wcll the Powcrs and Privilcges Act, Cap 6, of the laws ol'Kcnya.

\'lI\. \O.019/21)Il): Sl (i.\lt Sl,-( 'l ()lt III!..\ltl)..(;S

The Corrmittee sought to know liom the Kenya Sugar Board (KSB). the Iirllou,ing-
l. Challenges lircing thc sugar secror
2. The status o['thc planned privatization of sugar factories
3. Perlormance appraisal of the receiver managers at Miwani and Muhoroni sugar lhctorics
4. 'lhe mandatc ol KSB in dealing with crrant sugar factory managers Iike in Mumias an<j Kibos

i) High cost of production
This was sitcd as ttne ol the greatest challenges aflecting the industry. l'hc (lontnrirtcc was tol(i
that it costs $600 to produce one tonne ol- sugar way beyond the cost othcr cout)1ries incur l{)
produce the salne quanlity. I his was panly because ofhigh cost of inputs. rlirninishing Iancl sizes
lcading to disccononries o[' scale and old mi]ls that are not propcrly nraintainctl. hencc |rr.r,
e I1ic iency.

As part ofcost retluction llteasures, the KSB has recomnrended for tlre reduction ol'credit intcrest
rates lbrm l}Vo ttt 5oh to cnable farmers get loans and to enjoy econotries olscale. 'l hc KSI] has
also provided lbr change ofpaynrent systenr fiom that of rveighing to thar based on tlualiry 1o

encourage I'armers to improve efficiency. The Committee reminded KSII rhat Intlia has onc ol
the oldcst mills yet the country boast of high efficiency in the sugar operation since thc ntachines
are properly maintained.

ii) High historical debt portfolio
The millers havc incurred lots of debt in the past rvhich have been carricd lirnvard to the present,
thus affecting easy.tccess to credit facilities.

iii) Wcak resetrch extension linkages
The committee was told that only 0.94% of the 4%o levy collected by the KSII goes to research.
It was also rcvealed that successful production of a new cane variety takes l(r years in Kenya
which makes the process to be very slow as compared to South Aliica which takes | | ycars. Thc
Cornmitlee recommended that KSB liaise with KARI in improving cane research sincc Kari is
one of the bcst research institutions in Alrica.

iv) Mismanagcment
The Cornmittee was inlormed that this rvas rampant especially in thc slatc orvncd lactories, antl
leading to high levels of inefficiency. lJorvever, there are cases rvherc private companies e.g.,
Mumias Sugar Company, who have disregarded the directions of the KSII. 1'he Sugar Acr ol'

l Challcngcs lircing the sugar scctor



2001 need to be arrended to give KSB po\^,ers to discipline individual Companies that do not
adhere to its directive.

v) Poor in frastruct u re
The Comrnittee rvas infornred that the road network in the cane growing areas was poor, and that
the losses incurred on thc roads during transportation in terms ofspillage are huge. The losses

account for 20oZ to 30% of the total cost ofproduction.

2. I'riva t iza tion of str pa r l'actories

The Committee was told that the process ol'privatizing five state-owned millers was given to the

Privatization Commission and it is on-going. The Committee was further told that cabinet
memorandum had been signcd by the Ministry of Irinance, Ministry of Agriculture and the
Ministry of Lands on thc sub.iect but was yet to be discussed.

The Committee rvas conccrned that thc KSB \vas not aware of the progress of the privatization
and its conception yet it rvas the regulator in the sugar industry. The Committee was equally
concerned that KSB did rrot carry oul the Cost Benefit Analysis (CBA) to determine whether
privatization was benellcial or not. Subsequcntly, in lhe light ofthese revelations, the Committee
resolved to invite thc l)rivatizalion Corrmission ol Kenya to shed more light on the matter and

KSB should attend thc nrcctirlg.

The Committee u'as also told that the proposed share holding for the privatization of the sugar
lactories were that the thrnters get only 24%. while the private investor gets 5l7o and lhe rest
goes to the government o1' Kenya. l'his was in contravention of the provisions of the
Privatization Act which rcquires that larrrers get 510% whenever a public cornpany is privatized.

However, the Conrmiltee u,as informed that that privatization would be beneficial in the
lollowing ways-

. Get capital to modernize the industry and diversify.

. Enhanced private sector participation eliminating historical problems.
o Financial restructuring of debt portlblio after privatization.
o Profit-oriented way of doing business by increasing efficiency by reducing idle

workforce.

raisal of Muhoroni/M i'rvani rcce iver managersJ Pcrformlnce:rtrll

The Committee was told that the joint receiver managers of Muhoroni and Miwani were to
appear before the KSB on 28'n April.20l0, for appraisal. The Committee was further told that

the work of the joint receiver managers rvas below standard going (as low a 30%). The

Committee wondered why tlrese managers were still in office yet their work was below par, and

that they were being paid huge salaries. The Committee demanded the documents indicating how
these managers were recruited, interviewed and awarded thejob following these revelations.

'fhe Committee rvas infbrnrcd that the KSLI wanted to terminate the tenure of Miwani and

Muhoroni receiver managers but the Ministry of Agriculture issued a lette r demanding that their



tenn be extended to allo\v privatization to go srnoothly.'l'he Conrmittcc tlctnanded to knort'rvhv
KSB could not explain rvhy it had not corrected the anomaly in tlrc contract of lhe rccciver
managers given that it was the KSB which approved the payment ol'their huge salarics.

The Conrnrittee rvas told that Mumias Sugar Company had alrvays not cooperated rvith KSB

since its privatization. 'l he Cornmittee was lurther told (hat Mumias Sugar Company has alrvays

ignored directives olthc KSL| to the extcnt that the company has taken control ol'thc MOCO
funds. I'he case rclating to thc dispute over the disappearance of the lunds is in the arbitration
court. 'l'he Conrmiltee u,as told that hearing date had becn set and ttt be communicated the

Committee later.

The Clomnrittee demanded a list of importers of sugar and a report ol'KIIA lax compliance alicr
being told that millers can licely import sugar. The Committee was told that the efforts b1'KSB
to purclrase I'ertilizer on hehalf of the farmers at a subsidized price had been laced with a lot of
challengcs and the case in coun rvas among them.

NI IN.NO.0ll I/201 0:,\l).1()t jltNlvlIiN'l'

'I hcrr.hcirrg no an) olher husiness. the nrceting rvas ad.journcd al t\\cnlv Irvc minutc:i pasl si\
o'clock until Wednesday. 2lt'n Apri), 2010 at nine o'clock in the Main (lonl'erence Room, Clountv

st(;\t,])
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t\,ilN. NO.075/2010: ITELI]\,IINAITY

'l'he meeting opened with a word of prayer.

N .07 6/2010: STJGAR SECTOR IIIiARIN(;S

The Committee was informed by the secretariat that Mumias Sugar Company had sent an

apology that they were unable to attend lhe meeting of the Committee on the grounds that they

were having their Board meeting on the same day.

The committee noted the allegarions against Mumias Sugar company as gathered by the

Committee during the public inquiry on sugar sector in September 2009, as follows-
. high transport costs
o low shareholding of farmers in the company
. ignorance ofSugar Act 2001
. low cane prices

ABSENT
llon. Kambi Kazungu. MP

IN ,AITIN]]4-N-CEi



The Committee deliberated on thc non-attendance ol'Mumias Sugar Corrpany to the mecling
since this was the third titne thc company has been invited by the Conrmittee.'fhe Comrrirrer:
resolved to invite Capital Markcts Authoriry (CMA) ro shed Iight on the conducr of Mumias
Sugar Company in lespect to the lcvel ol'disclosurcs required of a listcd Company cspecially
when the Company r.r,as adverscly ntentioncd by the public during the inquiry.

'l.hcreafter, the Cornmittcc invited submissions front Mumias Sugarcane Outgrorvers Contpany
(MOCO) which revcaled of longstanding conllict betwecn MOCO and the Mumias Sugar
Company including u,ithholding of I'unds lor the lorrner by the later.

'l-he Committee rvas infirnrcd that that M(XIO supply cirne ro Mumias Sugar Contpanv and that
the company also manages lVl(XlO funds. 'l he Conrmittee was further inlbrmed MOCO lunds
had not bcen remittcd to it, thus leading to its lou, perlormance and near collapsc.'l'he case had
now pending in court lirr arbitration. 'fhe documcnls relating to the disputc over the said lLrnds
betrveen MOCO and Muntias rvere presented helore thc Comrnittec.

'Ihere being no any other busincss, the meeting rvas adjourned at thirtcen minutes past 6nc
o'clock until lburteen o'clock in the Main Clonferenc lloonr, County I Iall. I)arlianrcnt lluildings
cn i.l:; saill da;

SI(;NI'I)

I)41'I

rso ll

I-qu >.0? o

r electricity genclatcd and sold not trickling to lirlrlers
. provision olpoor seed quality to larntcrs
. high f'ertilizer prices
. Iow extension-research- Innrer linkage
o rTlany arsonists not persecutcd
. excessive supply ofinputs to larmers
. charging of high interest rates
. ignorance ofengagement rvith the farmers and ilre area leaders

MlN. 07712010: At).t()U RNN4ltN',f
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MIN. 060/2010: Pl{liLINtlNARY

The meeting opened with a word of' prayer followed by introduction of the

Members and the joint receiver managcrs Muhoroni/Miwani Sugar Company Ltd.

MIN. 061/2010: StJ(JAII sllCTOlt tlEAll,lNGS

'Ihe Joint Receiver Managers made presentations in respect of the issues raised
earlier when the managcrs appearecl belirre the Committee on lSth February, 2010.
The Committee had sought to know ll'om the Receivers the responses to the
following issues-
i. the performance of the Miwani and Muhoroni Sugar Companies in terms ol

their profitability since thcy were placed under receivership;
ii. the level ofindebtedncss of the tu,o companies;
iii. why the transporters ofcane havc not been paid up to now;
iv. why the management requests lbr the write olT of huge VAT debts;
v. why the cost of production is skyrocketing;
vi. why there is retention of' Cess nroney in the lactories against the original

practice of remitting to lhe Councils in which they fall under;
vii. the impact of the weigh bridge from Kibos Sugar Industries to the

companies
viii. how they intend to use money received lrom Kenya Sugar Board (KSB);
ix. the term limit ol the rccciver rnirnagers;
x. the fraud case affecting Miwani Sugar Cornpany and the way forward; and
xi. the amount paid to larmers per tonne.

In response to the above queries, the Receiver Managers inforrned the Committee,
as follows-

The reason behind the stagnated profit was due to low capacity and high
production costs. The Managers explained that, in order for economies of
scale to be realized, there must be conversion of 6500 tonnes of cane daily.
This is rvhat the two companies thll short, hence the reason why there is

diseconomies of scale. 'l-he Managers inlormed the Committee that sonte of
the rrachines have been replaced and regularly maintained as well as new
turbines bought to supplement power generation front Kenya Power and
Lighting Company (KPLC), and this has helped improved the efficiency to
70 percent.



u.

lv.

vl

v 11.

Both Miwani and Muhoroni Sugar Companies had been retaining 60Yo of
Cess in the factories and paying 40ok lo the councils' 'fhe funds raised

through Cess have been used to rehabilitate 75km ol roads in the area in the

last two years, and that there is rnachinery owned by these factories to do

that work. It was further revealed that a machine worth Kshs. 89 million had

been received from the Kenya Sr.rgar Board (KSB) and taken to Muhoroni to
assist in rehabilitating of roads.

The farmers in Muhoroni were owed for cane deliveries for months of
October 2009 and February 2010 and eflorts were being made to clear them.

The Managers also pointed out that the transporters of cane had not been

paid all their money amounting to Kshs 25 million and have accumulated
way back to the time before the two companies went into receivership.
Despite this debt, the money borrowed from KSB amounting to Kshs

T5million for the same has been paid.

The Muhoroni Sugar Cornpany had debts amounting to Kshs l3 biilion
collateralized against the assets worth Kshs 3 billion. fhis rvas hugely
inherited from the former managcment, and this rnakes it very difficult for
an investor to come in if these debts are not written off. The Committee was

therefore requested to urge the government to write off these debts before

the planned privatization of sugar factories can be undertaken.

The price of cane per tone is currently Kshs 2,928. 'Ihis price is dependent
on the sucrose content of cane delivered and other factors. This price is

however low as compared to some other companies owing to high
production cr.rst and diseconomies of scale.

There is a private weigh bridge set up by KIBOS sugar Company near

Muhoroni and Miwani factories. The weigh bridge is faulty and should not

be there as it may discourage any potential investor.

There is a case in court in which the assets of the Miwani Sugar Company
was to be sold fraudulently under rnysterious circumstances, and that the

case had been dragging on for a long time. The Managers requested the

\'l lt.

I ll.

The term of the receiver managers is always appraised at the end of every
year during the month of February. The appraisal is done by the Kenya sugar

Board (KSB) which is the debenture holder. ln the event that these

companies are privatized, lhe tertn of the receiver managers is terminated.



Committee to lollow up the matter rvith the altorney general to expedite this

NIIN.62l2010: ANYOTHE,RBUSINIISS

I ) The Managers requested the Cornnrittee to visit Miwani Sugar Company and
asses it, and intervene in its rescue rrrission so that it is not left behind when
other factories are privatized.

2) The Comnrittee requested the governrnent to extend the tenure of the joint
receiver managers to complete tlte cases in courl against Miwani Sugar
Company.

3) The Managers requested the Conrn.riltee to sr.lrrmon KIBOS Sugar Company
to answer allegations against thent includir-rg buying cane which other sugar
companies have invested in.

MIN. 063/2010: AD,lOtlRNllltI T
There being no any other business, the nteeting was adjourned at lwelve o'clock
until a later date.

'lr,t!L{/-,
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(Dr.) Victor Kioko Munyaka, MP

Vicc-Chairperson

Senior Research officer
Senior Research olficer
Third Cterk Assistant
Hansard

Managing Director
Head of ICT
Head of Agriculture
Company Secretary
Company Finance Officer
Head of Operations

IN A'TTENDANCE:

NATIONAL ASSEMBLY
Mr. Paul K. Ngetich
Mr. Bon Mathooko
Mr. Evans Oanda
Alice Ngasura

MUMIAS SUGAR COMPANY
Evans Kidero
Wesley Koech
Charles Ngetich
Emily Otieno
Peter Kibati
Janres Luchacha



Paul Murgor
Pamela Lutta
Zephania Osok

Head ol Sales and Distribution
Marketing and Corporate Affairs Manager
Nyanza Provincial Cooperative Officer

ng the evidence liom the Management of
Managing Director showed reluctance to

him. Consequently, the Committee adjoumed

The meeting started with a prayer lbllowed by introduction of the Members and the

management ol Mumias Sugar Corrpany.

MIN.4412010: ADJOI-IRNMI'lNT

The Committee stood down receivi
Mumias Sugar Company after the
respond to some gueries addressed to
at 5i45pm, till26'h March,20l0 at the tlm/ date to be confirmed later.

SIGNED

DAI'11
CIIAIRPI,]RSON

[t' [Lr IL

MIN.043/2010: PRELIMINAIiY



NI I \U'IES OL'il tE t'lt I R't-Y EIGHTII SITTING OF THE
DEPARTMENTAL COMMITTEE ON AGRICUL'tURE. LIVESTOCK

OOPEII,,.\TIVES HE IN COMMITTEE COUNTY
HALL. PAITL IAMENT BUILDINGS ON WEDNESDAY, FEBRUARY 17

PITESENT
Hon. John Mututho, MP
FIon. Erastus Mureithi, MBS, HSC, MP
Hon. Fredrick Outa, MP.
Hon. Evans Akula, MP
Hon. (Dr.) Victor Kioko Munyaka, MP
Hon. (Dr.) Roberl O. Monda, MP
Hon. Jomo Washiali
Hon. Alfred Odhianibo
Hon. (Dr.) Victor Kioko Munyaka, MP
APOLOGIES
Hon. Lucas Chepkitony, MP
tlon. John D. Pesa, MP,
Hon. Benson Mbai, MP
Hon. Peris Chepchumba, MP
Hon. Kambi Kazungu, MP

NATIONAL ASSEMBLY
Mr. Paul K. Ngetich
Mr. Evans Oanda
Mr. Mathooko
Alice Ngasura

Chairpcrson

lriend of the Committee
friend of the Committee

- Vice-Chai rpe rso n

Senior Research officer
l'hird Clerk Assistant
Senior Research officer
Hansard

SONY AWENDO SUGAR COMPANY
Paul Odola - Managing director
Patrick Makonyango - Head of agriculture
Bernard Otieno - Head of manufacturing
Eunice Kitche - Company Secretary
Zephania Osok - Provincial Cooperative Oflficer, Nyanza

2010 AT 2: l5 PM.

IN ,,\l"IENDANCE:



MIN.038/2010: PRELIMINARY

The meeting opened with a word of prayer.

MIN.039/20t0: INTROI)UCTION OF THE AGENDA

The Committee sought responses lrom the Sony Sugar Management on the

challenges of the sugar sector and in particular respond to the issues raised by

farmers when the Committee visited sugar growing areas last year, 2009'

i. Delayed paYments
The Committee-heard that the problern of delayed paynlents used to exist owing to

insolvency of the company. The coutpany ntanagement that this has now been

addressed and payment done as per the provisiotrs of the Sugar Act (2001) which

require that payment be done 30 days alter sugar deliveries'

MTN.NO 040/2010: 'l'l I ll PROCIlEDIN(;S

The deliberations proceedeed thus-

ii. Late ha rvcst

iv. Overdependency on sugar

The Committee was informed there is a programme in place to diversity into coal

generation chip board making.

The Committee was informed that there could be isolated cases of 'helicopter'

harvesting and when such cases are detected, the culprits face disciplinary action.

The Committee was further informed that a programme has been put in place for

developing and harvesting of cane by the sugar company.

i ii. Cane transportation

The Company management explained the problem of cane transporlation has been

addressed by hiring ofa private transporter company to support the sugar company

own transport system, at fair rates.

High Cess chargetl by the ComPanY



The Comrnittee was inlormed that the Cess was charged and submitted to local
authorities to maintain roads. However, the local authorities have not used the
money as expected and there have plans to have the Cess money retained by the
factories who will then do the road maintenance works therrselves.

vi. Cane bu rning

The Cornmittee was informed that cane burning was a common occurrence within
the factory plantations. According to the Company, such illegal buming activities
are done by unknown people on mature cane which result in cane losses by the
conlpany. The culprits once arrested are dealt with in accordance with law.

vii. Poor resca rch

The Committee noted with concern that the varieties ol cane used in 1970s is the
one being used now which take up to 24 months to mature. The Committee was
inforrned that there are new varieties now that mature within l7 months but
larnrers are yet to adopt the planting of these varieties.

l't I t. Cons u lta ncy

The Committee was informed that operations of the lactory are done by the
company professionals hired when the current management came into olfice two
and halfyears ago. This has reduced the costs of hiring expefts for maintenance.

IX. High taxation

It was stated that tax levied on sugar in Kenya stands at 27oh, which is the highest
in commodity goods. It was further stated that the tax rate is controlled by the
central government and sugar millers are not involved. 'fhe Committee proposed
that the government should reduce the current tax rate on sugar in order for farmers
to maximum benefits for their inveslment.

I Funding to KSB

The Committee was informed that the value for money frorn the Kenya Sugar
Board (KSB) was not worth when the cost benelit analysis is undertaken.



The Committee was informed that lhe Sugar Act (200 I ) is inadequate to address

issues of the sugar sector. The Committee was inlonned that even the amendments

effected in 2005 could not work to create a good working environment lor the

sector players to oPerate.

xi. FIaws within the Sugar Act (2001)

MIN.04l/2010: ANY OTHER I}I,JSIN},SS

The Committee heard that there is need lor the forrlation of the out growers

SACCO to look into the interests of the larnrers as in westem sugar belts. The

sugar companies should be sensitized on how to underlake proposed privatization

programmes.

MINO42 /2010: AD.IO UITNM I]N]-

There being no any
4:50pm, same day, an

e 
Te:jinC 

was adjoumed at 4:40 Pm till

/..

other business, th
the sa II C

SIGNED

DATE
CIIAIIIPEI{SoN
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MINUTES OF THE FORTIETH SITTING OF TIIE DEPARTMENTAL
COMMITT'EE ON AGRICULTURE ,LIVESTOCK AND COOPERA'tIVES
HELD IN MAIN COMM TTEE ROOM C NTY HALL PAIILI MENT
BUILDIN(;S ON THURSDAY FEBRUARY I8 2010 AT 2:15 PM.

Hon.
Hon.
Hon.
Hon.
Hon,
Hon.
Hon.
Hon.
Hon.
Hon.

PRESENI'
John Mututho, MP
Lucas Chepkitony, MP
(Dr.)Victor Kioko Munyaka, MP
John D. Pesa, MP,
Erastus Mureithi, MBS, HSC, MP
Fredrick Outa, MP.
Evans Akula, MP
(Dr.)Robert O. Monda, MP
Jorno Washiali -
Marlha Karua

APOLO(;IES
Hon. Benson Mbai, MP
Hon. Peris Chepchumba, MP
Hon. Kambi Kazungu, MP

IN ATTENDANCE:
NATIONAL ASSEMBLY
Mr. Paul K. Ngetich
Mr. Evans Oanda
Mr. Mathooko
Alice Ngasura

KENYA SUGAR BOARD
Obado Z. Okoth
Nicholas Oricho
Billy Wanlala
David Kodongo -
Eng. Moharnmed mukhwana
Ewing Makhaka Mwombe
Gichana T.
Roemary Mkok
Fredrick Kebeney
Andrew Osodo

Ch a irpe rson
Vice-Cha irperso n

friend of the Cornmittee
friend of the Committee

Senior Research of-fi cer
Third Clerk Assistant
Senior Research officer
Hansard

Chairman Kenya Sugar Board (KSB)
Director, KSB
Director, KSB
Director, KSB
Director, KSB
Director KSB
Representative, ISC
Chief Executive O1ficer, KSB
IJead of Agriculture, KSB
Company Secretary, KSB L\



Solomon Odera
Abnev V. Ingosi
Humphrey N. muttu
Francis K. Ingara
Kipngetich Bett
Martin Awiti
Zephania Osok

MIN.044/201 : PRELIMINARY

SDF/PM
M icrofinance
representative, PS/Treasury
Head ol sugar technologY KSB

Joint receiver manager miwani/muhoroni
Joint receiver manager miwani/muhoroni
Provincial Cooperative Officer, Ministry of
Cooperatives

0

The meeting started with prayer, followed by introduction of Merrbers and

witnesses.

MIN 045/2010: RECEIVING E,VIDI.]N('I.-

The joint receiver managers ol Muhoroni and Miwani could not proceed to give

evidence since the Kenya Sugar Board (KSB) explained they had no prior

knowledge oi the contents of their statements as their employer. The Committee

thereforJ stood down the receivers and sought to know from the KSB of the

various challenges facing the sugar industry and what they were doing to nlitigate

them. The responses were as tbllows-

i. Poor management

The Committee was informed thaq the managellent ol the government-owed

factories was not satisfactory. This was evideni from the poor performance

compared to privately owned companies in,terms profits, prices, and time of
payment. The government-owned factories alfo had d/ laige workforce leading to

high cost of expenditures.

The Committee was concemed by the revelations that both Miwani and Muhoroni

Sugar Companies had no business plans and only operated at break even point with

the company management getting high salaries while the companies were in deep

debts. The bommittee therelbre requested lor the necessary documentation to be

availed to the Committee including procedures for the sourcing and subsequent

appointment of the two receiver managers.



The Cornmittee was infonred that a fonnula had been developed for detemining
fair prices in dillerent sugar belts in 2003 and which was agreed upon by all
players in the sector. 'l'he Committee was further informed that this was not being
adhered to by the millers. The Committee was also informed that KSB could not
enforce the implementation of the same, and that Parliament could provide the
enabling legislation for the KSB to act.

iii. Politicalinterference

The Committee was told that it is difficult to adhere to laws regarding importation
taxes, duties and customs as provided in the sugar act (2001) due to political
interferences. The Committee was further told that political interference was also
responsible for the reasons why the industry could not be well regulated.

iv. Lantl grabbing

The Comrrittee was informed that land belonging to Miwani had been grabbed and
a total of kshs.680million had been paid for the recovery of the land. The
Committee demanded the evidence for the payment as well as the records of the
inventory of Miwani Sugar Company.

NI IN.046/201 0: ADJOI-l RNMENT

The meeting was adj I't1 arch 2010 at 9:00anr.

SIGNEI)

CHAIRPEIISON
DATE

QSIl l[]I

ii, Lorv prices

t\
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Ltr-h



PIIT]SENT
Ilon. John Mututho, MP
Hon. Benson Mbai, MP
Hon. (Dr.) Robert O. Monda, MP
Hon. Erastus Mureithi, MBS, HSC, MP
Hon. Fredrick Outa. MP.
Hon. John Washiali

APOLOGIES
Hon. Lucas Chepkitony, MP
Hon. John D. Pesa, MP,
Hon. Kambi Kazungu, MP
Hon. Evans Akula, MP
Hon. Victor Kioko Munyaka
Hon. Peris Chepchumba, MP

IN ATTENDANCE:

NATIONAL ASSEMBLY
Mr. Paul K. Ngetich
Mr. Evans Oanda
Mr. Mathooko
Chwwalla Wekesa

CHEMILIL SUGAR COMPANY
Dr. Simeon K Mining
Robert Kochelle
Eng. Musebe Edward
Daniel Rono
Zephania Osok

Cha irperson

friend of the Committee

Vicc-Chairperson

Senior Research officer
Third Clerk Assistant
Senior Research officer
Hansard

Chairman
Board Member
Managing Director
Board Member
Provincial Cooperative Officer, Nyanza
Province

MINUTES OF TTIII TIIIII.TY SIXTH SITTING OF THE DEPARTMENTAL
COMMITTEE ON ACI{ICULTURE. LIVESTOCK AND COOPERATIVES
TIELD IN MAIN COMMITTEE ROOM. COUNTY HALL. PARLIAMENT
BUILDINGS ON TT]ESDAY. I6lII FEBRUARY. 20IO AT 9:30 AM



MIN. 029/2010: PRE,LIMINARY

The meeting opened with a word of prayer and thereaiier the Chairman introduced

members of the Committee and outlined the rules goveming the public hearing as

per the Standing Orders.

MIN.030/2010:

The Committee sought explanations from the ntanagement of Chemelil Sugar

Company on the challenges facing the farmers and the Company at large as

captured earlier lrom the public sugar hearing conducted by the Committee in

September 2009. The responses were as follows-

i. Faulty Weigh Bridge

The management denied reports of tampered weighing machines and inibrmed the

Committee that their machines were always in compliance with the Weights and

Measure standards lrom Kenya Bureau of Standards (KBS). The Committee
however demanded cefiificate of inspection lrorn KBS. The Company was advised

to stop rounding up of weights when measuring the farm cane.

U. Late payment of fn rnr e rs

The Committee was concerned that payment of cane farmers is delayed. The

management clarified that this has since been clarified and that the December 2009

supplies have been paid. The Company management informed the Comnlittee the

problem of cash flow has been addressed.

l . Low price of cant

The Committee heard that the Chemelil Sugar Company paid good prrces

compared to other companies in the COMESA region despite the high cost of
production. The Committee further heard that sugar prices are demand driven and

determined by distributors. The Company added that non-tariff barriers e.g., iltegal
importation of sugar do also affect sugar prices in the market. The Committee
therefore resolved that the importation of sugar be underlaken by the sugar

factories and not individuals.

iv, Conflict rvith Muhoroni

CHALLENGES FACING FARMERS IN CHEMILIL
SUGAR COMPANY



The management denied claims that there is conflict with Muhoroni, but took tssue

with KIBOS due to the later buying cane supply for which it has not invested in.
The management infornled the Committee that KIBOS had cane of its own but
poached cane from Chemelil and Muhoroni.

v. Poor cane va rieties

The Committee was inlbnred that inspite of the research department of the
industry corning up with early maturing varieties, the farmers were reluctant to
adopt them because in the event of delayed harvest, they could loss 100% as

compared to 50o/o if they used the current varieties. The Committee urged the
management to encourage fhrmers to grow early maturing varieties and harvest
them on time.

The research department of the Company was also advised to extract all the other
by-products of the cane as well as initiating diversification.

\/ t. Nepotism and rccruitment problem

The Committee was told that the recruitment and appointment procedure that used
to be unprofessional is now professional with human resource department being
made functional. Most of the unqualified workers have since left the Company and

any recruitment being undeftaken is vetted by KACC and NSIS before
appointment in order to ensure persons of high integrity are employed.

\/tI. FIigh cost of farm inputs

vltt, Poor representation

The Comrnittee was inlormed that the composition of the Board had no
representation from farmers. The Committee advised that the Board should have
farmer's representation. The Committee also recommended to the management the
inclusion of farmers' representative at the weigh bridge.
ix. Obsolete mills

The fertilizer prices were said to be high in the past because the company used to
tender thern alone. However with the intervention of the government through
Agricultural Development Corporation (ADC), the plices are expected to decrease.



The Committee was informed that the company will move frorn the old system ol
maintenance and embrace the reliabitity centered ones so as to avoid shutting down

operations. The Company explained that this will be achieved with hiring ol well

trained and betler engineers. The Committee therelore resolved that the

independent technical experts be hired to look into maintenance of the companies.

x. High levies

The Committee was informed that sugar industry was overtaxed in the country and

that the central government need to review the taxes imposed on sugar.

xt. High Cess

The Chemelil management explained that Cess charged at kshs'19 per tone ofcane
was being deducted from farmers and some remitted councils lor the maintenance

of roads. However this work ended up not being done or done poorly. The

Committee recommended that the fund be consolidated lionr all the sugar

companies and the road maintenance conducted from a centralized office.

x lt. Land grabbing

The Committee was informed that some special purpose plots along river banks

were grabbed by squatters along the rivers and roads and in them cane was planled.

The Company has repossessed them and all employess have signed code ol ethics

to adhere to all rules ol the company. The Company also resolved that the poor

farmers whose cane was confiscated be compensated.

x I. Sugar tribunals

The Committee was informed that sugar tribunal existed in the company. The

Committee urged the management to use the forum to expedite cases in order to
address the problems alfecting the company.

The Chemelil management said that it is their wish that privatization lollow the

due process of the law pursuant to the provisions of sugar act of 2001 and as

amended in 2005, where priority goes to farmers. The management fu(her said

that there is need for capital investment to replace the outdated technology and

address the problem of capacity as well as improving efficiency. The rnanagentent

MIN.03l/2010: PRIVATIZATION OF THE COMPANY



also explained that capital outlay required was estimated between 2 and 2.5 billion
shillings of which the payback period will be between 7 and 8 years.

The Nyanza Provincial Cooperative Officer was directed to look into issue of
illegal middlemen buying the cane from larmers in the region and thereafter selling
the cane to the factories.

MIN.033/2010: ADJOURNMENT

There being no any other business, the rneeting was adjourned to 2:30pm on the
same day,

SIGNED

DATE

16 February,20l at cnu"l
CHAIIII'EIISON

2srt, }alL.&ora

MIN.032/2010: ANY OTHER IIUSINESS
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]\{INUTES OF TIIE T\\/ENTY SE\/ENTH SITTING CF TI{E
DEPARTN{EN'IAL COMN{ITTEE ON AGRICULTURE
I-I\/ESTOCK AND COOT-'ERATIVES HEI-D AT WORLD VISION
]\{ULTIPURPOSE HAI,I- TANA DELTA ON FzuDAY I6 OCTOtsER
2009 AT r 0.00 A.t\4.

PRESENT

Flon. Jollr Mututho, M.P. - Chaiman
Ilon. Lucas Chepl<itony, M.P. Vrce- Chairnan
Hon. Benson Mbai, M.P.
Hon. Evans Akula, M.P.
Hor.r. Fredrick Outa, M.P.
Hon. (Dr.) Victor Munyaka, M.P.
Hon. Kambi Kazungu, M.P.

TIBSENT WITH APOLOGY

Hon. (Dr.) Robert Monda, M.P
Hon. Erastus Murerthi, M.P.
Hon. Johr Pesa. M.P.
Hor.r. Peris Chepchuntba, M.P.

INATTENDANCE

I{I'NYA NA'I-IONAL,4SSEh{BI,\/

Mrs. Serah Kioko - First CIerk Assrstant
A4r. Bomie Mathool<o - Senior Research Officer
Mr. Charles Ondigi - Hansald Editor
Mr. Jacinta Krnanu - Secretary
Mr. Solomor.r Liria - Ser geant - At - Arms
Mr. Peter Kitheka - Parliantentary Intem

N{INISTRY OF AGRICULTL]RE

N4r. Clenlent Muyesu - Ministrl, of Agriculture
I\4r. Christopher Macharra - Ministry of Agriculrure
N4r. Richald Magelo - Ken1,2 Sugar Board

t03



AWI'PA

Mrs. Panrela Matinde - Regiona) Director - AWEPA
Mrs. Penina C)geto - O1fice Managrrr - AWEPA

NIIN. 13212409

N,IIn'. 133/2009: COUIITFISY CAI L ON THE D.C - TANA DELTA

The Con.rmittee paid a courtesy call on tl.re Distnct Conrmissioner Tana
Delta ancl was briefed on the issues alfecting the distnct including thc
planned establishment a sugar company in the area. The Conrrnittee was
infomred that plans rvere under u,ay to the some 17,000 hectares under
cane production and that the activity rvould be a joint venture between
TARDA and I\4ur.nias Sugar Con'rpany. The DC infornred the Comnrittec
that there was a lot of opposition to the plan frorn the locals rvho arc'

predomirtantJy pastolalists and learcd the1, 11,6u16 lose their graz.ine land.

l\,1IN.13.1/2009 I'UBt,tC-IiliAI{tNG

he following are the issues rarsed b), the niembers of public dunng the
public hearrng. Thcsc are :-

Loss of Iivelihood - In Tana Delta n-rost people rely li\/estocl( as the ir sourcc
o1- lrvelihood and tl.re introduction r:i-the sugar pro1ecl u,hich is targeting the
acquisition ofpastoral land would render thern landless.

Land adjudication - the pastoralist's community alleged that their farmin-q
neighbour-s have trtle deeds lor their land while the pastoralists do not havc
due to discrimination in the facilitation in the acquisition of title deeds. Fear
was expressed lhat residents of some u,ards eg Garsen Central Ward were
likely to become squatters because the pro.;ect would cover the entire u,ard.
Tlre area lesidents called for pr-oper zoning of the land so that grazing land
and farmrng land is distrnct. 'fhrs is order that none of the parties takes
undue advantare cf the other.

I04

I'I{A\/EII.

TIre meeting opened with a rvorcl of prayer.



Lack of sensitization and in'olvenrent of Iocals -.Ar-ea residents pointed
out that they' had not been sensitiz-ed on,ew project making tliem pirceive
the project as being imposed on rhenr.

Environmental concerns - I-ocal Ilsherrlen in the area expressed fears that
use of fertilizers and pesticides u,ould pollute the Tana fuver threatening the
exrstence of the marine lile.

Collapsed projects - It rvas poinled out thar past projecrs tried in the area
had failed raising lears thar rhc sanlc lr1ay happen to the proposed sugar
project. Locals quoted the collapscd rice project in the area which was
started in 1995 and collapsed in 1997 durine the El-Nifro rains.

Project orvnership - Accordinq ro rhc presentation made by the TARDA
Managrng Director, 'l-he prolecr shareholding was: - Mumias Sugar
Conrpany - 5l%, TARDA- 30%. l_ocal Communiry - 10% and otier
stakeholders on'ned 90%. The locals callcd for g0% ownership of the projecr
by themselves and the renrainirrs 20?i, trr other interested parties sir.e tiey
would be losing their land and therclorc therr heritage.

The comn'rittee directed the nrarragerrcnt of rARDA to submit minutes of
all deliberations on rhe pro.jects by Mondav 19,r, October 2009,

There being no other L.rusiness the rleeting u,as adjoumed at forty fir,e
minutes past one o'cloci< until 3.00 pn.r in the aftemoon at the ADC
Kisiwani Malindi.

l\{IN. 135/2009 ADJOLIITN]\,II] N1'

AFTERNOON SESSION

PRESF]NT

Hon. John Mututho, M.P. - Chaimran
FIon. Lucas Chepkitony, M.p.
Hon. Benson Mbai. M.P.
Hon. (Dr.) Vicror l\4unyal<a. M.p.
FIon. Kambi Kazungu. M.P.

10,5



Hon. Fredrick Or:ta. M.l)
IIon. llvans Al<ula, M.P,

.\tlst._\ I \\ I't'il ..\t,ot_o(;\
lJon. (Dr 1Ilobert Monda, M l)
Hou. Erastus Mureithr, M.l'.
Hon. Perjs Chepchunrba, N4.P.

Hon. John Pesa, M.P.

I\.\'t t't.\t).\\('t.l

K E\\",\ \,\'I'I ()\.\ I,,,\SS I.-}I I}I,\'

Mrs. Serah Kioko Clerk Assrstant
Mr. Bonnre Mathooko - Senior Researcher Of ficer
Mr. Charles Ondigi - Assistant Hansard Editor
Mr. Solonron l-iria - Scnior Serjcant - At Anls
Ms, Jacinta Kinanu Secretary
Mr. Petcr Kitheka ' Parliamcntarv lntem

, \ \\ I.- I' ,.\

Mrs. Panrcla N4atjndc'- CoLrn1rl, l)irector AWEPA
Mr. Irrank Kayitare - AWEI']A

l\,ilNIS't'i{\ oF .,\(;RI( UI.',t'trt{!.

Mr. Cllentent Muyesu Ministry ol Agricullure
Mr. Christopher N4achana Ministry olAgriculture

l\{tN.l36/2009 \/tst'f't'o AI)(' I(ISIWANI ('o]\{PI,EX

The Conrntjttee vrsited to ADC Kisiwani Contplex regarding the
Agribusiness nrachinery in the lanr and u,as ntet by ADC Coast Regi<lnal
Manager N4r. Mohamnted BLrllc rvho u,as accor-r-rpanied by the Manager
ADC-- Kisirvani Contplex. l"he C-omnrittce was inforn.red that under the
Aericultural Mechaniz-ation Servrces. tu,elve (12) tractors u,ere brought fcrr
ADC Krsiri,ani and that the ,rachines \\/erc ntcar.tt for Agribusiness in lhe

l(r(,

i\'t.\t.t\t)l



region. The twelve (12) tractors were distributed in the region as lolltrws,
five (5) tractors went to Tana Delta. five (5) tractors were at the ADC
Krsirvani while the remaining two (2) were tal(en to ADC Galana.

Further the Members were inlomred that the n-actors ri'ere deli'ered to the
ADC Kisiu,ani in December 2008 while their irrplenrerrs wer.e delivered in
August 2009. All the implemenrs whrch constitute ei*uhr (g) ploughs a,d four
(4) planters are operational.

'lhe Corrurrittee south to know the follou,ins:

. Why it took so Iong to acquire other implements such as ploughs and
plan ters.

r IJow much is charged per tractor per day when the tractors are hired
ou1.

' The acreage of ADC Kisiwani and how much rvas under use.
r What activities the farm was undertaking.

ADC Galana Ranch

The committee directed the Reeional Director to subnrit an inventory of all
ADC Machinery counrrywide by Thursday Ocrober 22 2009.

The comnrittee resolved that the Managing Director, ADC should appear
belore thenr at an appropriate date in furure Io respond to issues of contem
since the olficers who nret the Committee were nor able ro respond to issues
laised.

\{rN. 137/2009 ADJOI]I{N]!{ENT

'fhe comrnittee also sought to krow the status of thc ol'f'-rake Iivestock ar

There being no other business the meeting. u,as adjourned at thirry five
nrinutes past Three O'clock unttl Saturday l7'h October 2009 at 9.00 am.

SIGNEI)
C]HAIRN{AN

DAl-I]

t07
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John Munrtho, M.P. - Chairntan
Lucas Chcpkitony, M.P. Vice- Chainnan
Benson Mbai, M.P.
Evans Akula, M.P.
Fredrick Outa, M.P.
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I'ITAYIiI{

fhe rneeting opcned u,ith a word of prayer

]rrN. r28l2009: COUTESY CALI- ON THE PI{OVINCIA L
C'O]\'I]\{ISSIONER (I'C]). (]OAST PROVINCE

Prior to the conrmencement of the public hearing. the Committee paid a
courtesy call on the PC, Coast Province. Mr. Errrest Munyi and was brieled
on tlre status of agriculture in the province in general. The committee rvas
informed that following the closure of Associated Sugar Company, Raintisi,
sugar growing had been halted untjl the inceprion of the new Kwale
Intenrational Sugar Conrpany in Ran.risr arca of Msanrbweni District. The
Cornpany had already planted cane and was preparine to constluct a faclory.
'l'he Committee was informed that area residents had not been cornpensated
lor trees they had iost during ground preparation lor the company to
conrrence cane planting and that those u,ho occupied the land had not been
provided with altenrative land for settlemenl. In 'l ana Delta. the comnrittee
rvas informed that plans rl,ere underu,ay to start sugarcane growin_q ancl that
thc venture u,ould be undertaken by Muntias Sugar Coutpany ln
collaboration with'l"AI1 DA

i\,IIN. 129l2009 ]\,IEETING \\/IT' FI TIIE I).(] _ ]\ISABWENI
I)IS'I'RICT

l'hc District Cornnissioner welcomed the committee to the District after
rvhich the conrmittee was given an oven,iew of Kwale Intemational Sugar
co,pany in Ra,risi sugar belt. The D.c informed rhe conmittee that the
Government had leased land to the private Company for 99 years and that
the land had pi'e,iously been used by the defunct Associated Sugar
company, Rarrusi. The D.c infomed rnembers that the total acreage of r-he
land is 12.000 Hectares rvhich has been di'icled as lollou,s:- 4,000 Hectares
being lor the cor,pany's Nucleus esrate. 4.000 Hectares lor the Tromin
extractiol'l and the rernarnine 4.000 Hectares lor resettlenlent of squatters.

()i)
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'l'he Con-rnlittee u,as inlbnled that drrectors of Kwale Intemational Sugar
Company are Datrvan . a nrajority share holder hased in Japan, Kaush and
Ashir. The latter are local Asian in.rmigrants based in Nairobi.

N1rN. r30/2009 I'I IiI-I(' I I EAIt.IN(;

'l-he chainnan briclcd thc nrcctins on the rules that uovenr publrc hearin-es
and invited stakc holdcrs tcl make submissions. 'fhose who ntade
submissions includcd local rcsidents (squatters), political leaders. \\/onten
representatives, nrcn reprL-scntaliYes. youth representati\1es, religious leaders
and representatives of Kn'alc International Sugar Con-rpar-ry.

ln briefing thc Conrnrittce rhe Kwale Intemational Sugar Con.rpany
Agriculture Manager. Mr. Anrbrose Abung'u inlbrmed the Contmittec that
Kwale Intenraltional Susar ('ompany was incorporzrtcd as a private company
in August 2006 with a corrstirtjunl of Japanese and Iocal investors. l-hc
managcr stated that thc colnpan\r intcnded to put 12,000 ha under sugarcane
production and that thc pro jccr of reviving the suglr lactory r.r,ould be in ru,o
phases.

Under phasc I tlre conrpanv lrad already put establishcci a nursery ha<i plans
to put 2000 hectares under nucleus estate and 2000 hectares lor out grorvers.
'l'he cionrpany is scheduled to slarr cane crushing in late 2010 and carry oLrr
other operattons lil<c cogeneration and ethanol procluction.

'fhc expecied bencllts to rhc larmers will be anrong others creatior.r o1
enrployurent, provision of'social anrenities likc sclrools and healtlr centres,
l-here rvill also be ready rlarhct lbr lanrers' cane produce.

The company expects that rhe larmers will supply about 60% ol rhe cane
while the company *,ill cater lor 40o/o but late the larnrers will produce g0%
while the company produces 20% of the cane Ibr sugar production.

The crushing capacity of the lactory is esttntated to 3,000 ronnes ol
sugarcane per day rvhich r.r,ill larer be improved to 5.000 tonnes per day.

Local residents raised the lol)ou,rng issues:-
Lack of sensitization the locals pointed
jnvited to join out qro\\/ers contpanies. the

that
time

aitlrouglr they
*,as too short

had becn
and they

requrre to be serrsitized prior to their loining an out gr ()\\,crs collpan\/.
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Stringent conditions for membership as out Grox,ers Companl, - the
locals noled that for the recrurtmerr as a nrember of the out g.oo,.r,
company title deeds (original) rvere a requirement. Since nrost ol tl.re locals
were squatrers. they did not have title deeds.

Lack of compensation of farmers - the farmers u/ere not compensated
after the Ku/ale International Sugar company acquirerl the former associated
sugar cor']'rpany, Raniisi )and upon which locals had settled for over 20 years
and planted trees which were destroyed to pave way for the contpany.

Social and public utilities - Area residents requested that land be put aside
for school and health facilities wirhin the company sire.

Resettlement locals requested that area residents who were moved frorrr
where they were living to pave way for the corrpany be resettled on
altentative land.

Compensation of former Associated sugar companv, Ramisi Employees
- follorvin-e irs collapse in 1988 the locars u,ho rvere employees 

-foi 
rhe

contpany have not been contpensaled up to date.

I-on' 'n'ages fbr workers hired on casual basis - casual laborer-s of rhe Kwale
Intenrational Sugar Cornpauy are paid daily wages as Iou, as Ksh.l70.

Reservation of *'etlands - Locals requested that rvetlands around Ku,ale
International Sugar company be reserved to enabre them carry out rice
fanr:ing in the Ian d.

c

Upor.r conclusion of the public hearing, the corruxittee resol'ed that a search
be carried out to establish the directors of Kwale I,ternational Sugar
Con.rpany.

The corn,ittee recomnrends that area residents whose trees were cut dorvn
to pa\/e rvay for the estabrishment of Ku,ale Intemational comparry shourd
be fuily conrpensated.

The conrnrittee further reconrmends that the prospecti,e sugar cane fan-ners
who are area residents and Kware Intenrationir Suear Compiny should sign

lt)l



an asreel,Dcnt outlining the role o1'eaclt parr1, and indicatirrg rvhat ntonetary
and other benefits will accrue to the farmer.

l'he Comnrjttee called on area residents to lornt cooperative untons thr-ouglt
u,hich thcy u,ould be ablc to acquire shares in thc sugar collpany.

The Conrrnittee also recommends that area residents who u,ere occupying
land u,hjch was taken to pave rvay lor the trerv sugar conlpany be resetlled
on an alternative land on pemanent basis.

\'IInN. 131/2(X)9 AD.IoUITNI,IEJ'T

There being no other business the meetinq rvas adjourned at thirty five
minules past Three O'clock until Friday 16'h October 2009 at 9.00 am.
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N{INUTES OF THE T\\/ENTY-TI{IRI) SITTING (}F 'f FiE
DEPAIT'l'r\'IENTAL CO]\,I]\{ITTEE ON AGTTICL]LTURE
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AGRI C'TJI-TLlRAL'I'ITAINING INSTITTiI-E ON SATTII{DAY I2
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Hon. Peris Chepchumba. M.P.
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Mr. Stephen Gikonyo - Secretary
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Mrs
Mrs

Pan-rela Matrnde- Countrl' [)il ector -AWEPA
Perrina Ogeto - Olfice Manager - AWEPA

'fhe treetirrg opened "vith 
a u'tlrci ol'pra1'gy

I',tlttl.l('lt t. ,\IIIN(;

\{I\-. I I 3/2(X)9 I'II,\\ I,,I{

l'he follou'ing were cited as

stakeholders:-

problcn-rs faced by farnrers ar-rd other

The chairman briefed the nieetrng on the rules. that govem public heanngs

and invited stake holders to make submissions' Those ivho rnade

submissions included ru"*i.. porirical leaders, rarmers'cooperative uniors'

represen tatlves. women repre sentatives: nlen representatives ' youlh

represen tatlves, representatives ol peo;lle witli disabiliry and out-grorver

companies' representatlves'

DelaYed han'esting o1' nlalure cane evitlencecl b1' thc presence of

;;;;d,;;; cane in tlhe fa,'ns {br r-rp to (i0 r..onths This prob)ern could

U.-o-JA..rr.a through implcmentatrorl of' expansioll prograrnme to

r.i...rurl-ting.rpr.ity ol Nzota Suear Conrpanl' lrollr 4000 to 7000

tonucs per daY.

tiaiture to operationalize the ne\r' sugar companY at Il'ngorna

*,tar. .quip.ents antj ttrachitres are lyinu unirlstalled'

Iligh cost of productiort due to hrgh cost of inputs such as feltilizer'

Otfier times no lertilrzer is delivcrecl' Fan.uers explained that they had

no, fr..,., supplied fenilizer in the last 6 nront}ts which would to lorv

cane yield.

Delayed payrnents. irarmers stated that although following

ini.-*r',tion by the Ministry of Agriculture they were now being paid

J to 4 n-ronths after cane delivery' there rvas roonl for lmprovenlellt so

tlrat the)' are Paid PronlPtl\/'

E]

N'lIr..\. I l4l2()09



I\{anipulation of cane u'eights at the weighbridge owing to the lacl(

ol 1-amrers rept esetrtation at the weighbridge rvhen the car-re is

rveighed.

Poor I'eeder roads despite payment of cess n'lolley whose pulpose

should be maintainrng such roads.

Lack of access to loan facilities due to stringerlt conditions put on the

wav ol cane fanners desrring to obtain AFC loans.

Un derc apitalization of Nzoia Sugar Company. Fronl the inception

of rhe Con.rpany. it has not had adequate capital to enable it operate

effectively hence it is not a vrable business. There is need for the

Govemment to inlect nlotley into the company to enable it operate

optimaliy.

High cost of fertilizer t)rough prices of fertilizer ar e going dowrr

globally. Sucl.t costs are deducted flou farmers benefits before

larrrers are paid.

Privatization. Farmers expressed desire to buy 10Yo of Nzoia Sugar

Company but requested that the company's debts be rvt'itten off first

so that they do not ir.rhent debts and begin fi-orrr a point of
drsadvantage. They urged for more time to mobrlize resources to buy

the lactory.

o

Exploitation of fan-ners through deductior-rs of plesurnptrve tax slllce

2004 since they hold fanrrers an'ears.

Lon, quality seed varieties which rvhen planted produce lou' cane

output.

l\{IN. I1212009 ADJOUITN]\{ENT

There being no other busrttess the ureeting was adjounled at thirtl' fivs
r.ninutes past One O'clocl< until 2.30 pur at Malava Prir.traly school.
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PRAYER

N{IN. r 1112009 PUBI-IC HEARINC

The chairman briefed the nreeting on lhe rules that govem public hearings
and invrtcd stake holders to make subtlissrons. Those who rttade

submrssions included fanrers, political leaders. lanrrers'cooperalive uniotrs'
represen tatives, wonren representatives. melt represen tat lves. ),outh
represen tatives, representatives of people with disability and out-qrou,er
companies' representatives.

The lollowing were cited as problems faced by larmers and other
stakeholders:-

Delays in han,esting of mature cane by up to 40 to 45 nronths. 'l'his

has led to tl-re need for a new factory to absolb the remaininl cane

capaciry in the Nzoia Sugar belt.

a IIigh cost of transport from famr to the factory. Charges of
transportation are determined between transporters and transporlers
u,ho work on contractual basis in u,hich the colrtract agreemcnt is
signed without involving the famrer yet the transport clrarecs are

borne by the fanrer.

T'he Sugar development lev1, 1'sr;,a.a to the Kent'a Sugar Board
benefits millers only because tlrcy are able to secure lolns und

nraintain lactories but do not bother to repail faru access roads and

bridpes.

Weak out growers companies u,hich do not defend farmers' rights in
the event of oppression and exploitation by the nlllers.

Money remitted by fanners for research on improved seed cane has

not yielded results as no such improved cane rrariety has been

developed.

a

()o

A{IN. l I3/2009

'fhe nreeting opencd u,ith a word of prayer.

I



o (londitions for acquisirio, of AFC Ioans make nlost farners ineligible
because a mirimum 3 acre piece of Iand is required lbr consideratio,
lor a loan.

lncrease factories so that tlrere is a 40 km radius fi-om one factorv to
the other.

To addrcss the probler.ns cirecl above, thrrners proposed thc Iitllorving;-

Settrng up ol mrni mills at the lanns to enable lanlers crush supar
cane and sell the sucrose to the n.rillers.

Setting up of the light industries in the regron to hclp farmers process
othcr farm proceeds such as bananas, sunflowers arnong other Crops.

Legrslation should be strengthened to ensure that niillers harvest the
bumed cane and pay larmers in good time. In addition there is need
lor regulation of cane prices to be * tandc* rvith rncrease in supar
--;^^-Pl rLLJ,

a

o

l'he installation of u,eighb'dges at the far,rs so that ca,e is weighed
there pnor to transportillg it to the lactory.

III\. I I5/2009 ..\l).tot R\\lt._\'r
'fhere bcing no othcr busincss the nreetinr rvas acl.joumc.cJ ut Irive o,clock
until r dltc to be norillcd

SIGNIII)
('TIAI I{N,IAN
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]\{INUTES OI.' THI.] T\\/EN'TY-SE COND SII'I'ING OF THE
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N4r's. Penrna Ogcto AWEPA

\1tN.l0'7t20a9 PIt;rYEIl

'l-hc nreeting opcncd u,rth a n,ord ol prayer

\tIN. l08/2009: I'l Iil.l(' IIli/\tilN(;

The charrran bricl'ed rhc rleetin.q on the rules that govenr public hearin !ts
and invited stakc l.roldcrs to make sulrrnissions. l'hose u,ho nrliric

'l'he fcrllowing wcre
stal(eholders:-

citcd as problems laced by f arn.rers and othcr

Wastage of cane through spillage rvhile berng trausported lrorn lhc
larms to the nrillers. '['hrs leads to Ioss ol'calte amountinu ttr up to -i
tonnes at l illlcs.

submissions included larnrels. political leadcrs, farmers'cooperative unions,
rfprcsen tat iveS. \\'(rlttCtt represen tatives. rr"lclt rCpresCn tat iYL's. voulh
rcpresentatives, represL'n tat ives of people rvith disability and out-{.rorver
compani es' representati\/cs.

c

I-ack ol transparencv and accountabilitl, in thc manage rnent of
remittanccs to l\lunrias Out-Grorvers Oompany l,inrited (r\,lOClO).
I'ianrers rerrit Kshs.2000 every rnonth to Moco for. in'esturc,i.
I'he initiai airn u,asro cnable tl-renr purchase land lbr canc prorluctior.
i,and 

'n,'as 
purchasc-d at Bukura and Shu,alc and de,oti,rl to c.ric

productron but proccccis frorr the samc do not benellt lhrnrcrs at all.
Instead reprcsentatives of'the out grower companies pocket cver-rthing
and have even used part of the ntoney to pul up a building. Ir4unlai
sACCo plaz-a, which rhey rent out fair ro share proceeds fionr it with
farrners.

l\{anipulation of the *,eighbridge leaciing to low ton,ase o1-cane
deli'ered. Farmers would wish to ha,e therr sugarcane rveighccl in thc
Inrnrs prior to transp()rtation to the lactorics.

t
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c High charges on far-m inputs rvhich result in some larnrcrs petting
negati\/e rclurls afier cost deductions

Inadequacv ol'the Sugar Act 2001. The Acr should be revrcu,ed rcr
provide for larrners to benefit lrom sugar bt-prodLrcts.

Iligh povertl, levels leading to sugarcane fanlers to sejl the larnt
inputs especiallv lertilizers provided by the factoD/ managellenr.

a Poor qualitl,cane seeds provided by the
Agr-onomy clepartntent. The lanlers are
generation seeds rvhich give low cane yreJds.

lactories
provided

thlou !,h thc
rvith rhird

Late delivert, ol' farm inputs by the miljers to the farnter.s. For
exanrple top dressing lerttlizer is deljvered u,hen the cane is l3
nronths old which is loo late.

t\rrN. 109/2009 AD.IOIIRNTII]NT

Ther-e being no other busincss the meeting u,as adjoumed at fifteen r.ninutes
past one o'clock until Septenrber I l, 2009 in Nanrbale txarket at 2.30 p.m.

AFTERNOON SESSION - NAMBALE TO\\/N

PRESENT
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ABSEN WITH APOI,OGY

Flon. (Dr.) Victor Mun.vaka. M,p
Hon. Lucas Chepkitony. )\4.P.
Hon. (Dr.) Robert Monda. M.P.
Hon. Kambi Kazungu. N4.P.



I:ra s t us Mureithi, M.P
John Pesa. M.P.

IN .\'l 'l'E:\rI) .\\C I..
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I{IN. r l0/2009 I' t{,.\ \'l,t I{

Thc rree lin-e oltencd with a u,ord of prayer.

l\{rN. 111/2009

'f hc lolJowing rvere
stal<el'roldcrs:-

The cl.rairman briefed the meeting o, the rules thal go'ern pubric hearingsand in,ited stake horders to make submissions. 'fhoie rvho rnade
subn.rissio,s included farnrers. politrcal leaders, farmers,cooperative unions,
represcn t at ive s. womeli represen tltt ives. nten rcprescntatiYcs. vouth
represen tat ives, representatives ol people with disabiliq, nnd out-gro*.,
conrpanies' representati\/cs.

I]on
ort

cjted as problenrs faced bi, larrrers and other

I't Ill,l( It[] \l{l\(,
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q Loss of har'ested sugarcane on transit from the rarn.rs to the factory
through spiirage owing to the Iong distance fiom rhe farnrs to rh!
factory,. Thjs leads to )oss of tonnage.

" Dela),ed har'esting of mature cane by the factory u,hich takes on
average 36 and 40 months as opposed to the recommended lnaturify
age of l8 months.

o Lo'r' cane prices in contrast to high sugar prices. The increase in cane
prices by the nrilrers is coupred with drastic incremerrt in transport
costs charqed on the farmers.

r Loss of cane tonnage at the weighbridge which is occasioned by
manipulation of the rveighbridge.

n High costs of farm, inputs especiary fertirizer sord bv the factory at
ksh.3200 per 50 kg bag as opposed ro recomnended io ksh.2500;;;
bag. In addition the j"actory charges interest on ar the inputs deriveied
to the farnt for cane production.

. Takeo'r,er b], l\ttumias Sugar Contpan]/ 0f a piece of land totaling
to 34r Hectares issued bv the go'ernment for the construction of iBusia Sugar Company to cater lor the increasing cane productron
capacit-v in the area. Mumias Sugar Contpany clair:is that at the tirne
the Iand acquired by the Govemnrenr they were o*ed ksrr.56 nririon
beirrg charucs r.elated to f!!f:lf oi lanrr rnputs on the land -. a figrre
which has rise, ro Kshs.rg,rniilion. The co,rpany rras been raniing
cane o, the piece of land and has han,ested twice but not disclosei
how nruch reveuue it has raised fronr sare ofcane. Farnrers exprained
that they are unable to access the rand and farm although according to
them the Govemntent had set aside Ksh.53rrrillion to ririrt tfr.n, gr'o*
cane in anticipation of the new sugar factorT as they waited fo"r an
investor. The committee resolved to raise the matter with the Mi,istryof Agriculture wjth a vieu, to fast trackrng the setting up of a ne*
factory in the area.

o Multiple taxation rncJuding cess. Value added tax. sugar
development ler1, 216 interest charged on the inputs deljvered to
lamrers by the factory. The farmers cailed for the reduction of the
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taxes and classificatior-r of sugar as a 1bod crop so as to have i1
exempted fi'om Value added tax.

No benelit from sale of bi-protlucts u,hich includc e lec:triciry soltl t.
the national grid. salc of molasses and cthanol.

IIN. t 12t20U) \t).tot It\IlI],\'t

S I (;N IID
( lt.\il{\t \\

a

'l'here being no ot}ler business the rneeting was adjourncd at twcnty llve
,tinutes to five o'clock until September 12.2009 in Mabanga r.,rri., rt
I 1.00 a.m.

I).\1-U................ )t( /tD ) \__J
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IVl IS

Ir4rs
Parttela Mat indc- I{egional Coordinator -A\\/EI)A
Penina Ogeto Olllce Manacer - AWIIPA

i\,IIN. 100/200e I' I{ ,\ \'I.- IT

Thc nreettn-u ope ncd u,ith u worrl of prayer

l\,IIN. t0t/2009: ( Ot ltl I.-S\ ( ,\l-1, I O l III.] I'I{o\ I\( I,,\I,
('o)t lr r ssto\ r._R (t,C), \\/It,SI'EttN PITOVIN ( I,_

The committec paid a courtesy call on the provincial conr-r.nissione r.
westem P*r,i,ce, Mr. Kiiele. 'fhe pC hrghlighled the problenrs laced by
sugarcalrc larnrcrs r,''hich include lood insecurify due 1o lack o1'land srnce
available land is cledicated to cane production, lack of represcntatron ol the
fanner at the lactory durin-e the *,eighing of the sugarcare. dclays in
paylrents. delayed in l-rarvesting ol nrature cane arisine fionr selcctive
(ltelicoptcr) han,esting, lacl< of collatcral fbr loans, high cane tr.lrpsportatislr
cost and poor rclationship betrveen the i'actories and the l-arnters.

]'he PC urgcd lilr policv chanee lo ensure that 30% of the lotal arablc land rs
used lbr lood producrion in a bid to tackle lood insecurity in the province.

\Il\. I02/2009 I'[,IiI,I(' II I:]AI{I N (;

l'lre chairrran brie l-ed the nreeting on the rules that sorie:nr puhlic hcarirrus
and invitcd stakc holders to make submissions. 'l'hose u,ho nradc
submissions includcd larmers, polrtical leaders. lanrrers ' cooperal ive unjons,
representattvcs. wonten repre serll tatives,
represen tative s, representatives of people
companies' replcsentatives.

ntelt reprcsentaltvrs, youtit
with disability anrl out-grower

The lollowing were
stakeholdcrs:-

cited as problems laced by fanrers and other

Failure bv go'ernment to pr.r,ide subsidized inputs lihe f'ertilizers
granted cane larnrers u,hich causes the cosl clf prodr.rctio, to go hrglr.
Fcrtilizcr is sold ro farr.ners bv the racrories at kshs.l000 uuoinrt i].l.
recormrcnded prrce ol abour kshs.2500. In addition thc lactorj, dclivers
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excess bags of lertilizer lor whrch the farrner is charged lor plus interest and
there rs no clear policy on delivery.

Use of dilapidated tractors to transport cane fronr the fantr to the lactory
leading lrequent breal<downs and delayed transportation of cane to the
factory leading to losses through theft. Fanners are also chargecl high
transport cost which is coupled rvith cane loss through spillage.

Delayed harvesting of nrature canes u,hich take 30 monrlts as opposed to
maturity period of l8 nronths of the cane variety. This leads to drying olthe
cane reducing the sucrose contenl as well as the tonnage.

Mumias Companl, nraking remittances to Provincial Administration fot
alleged securiq, services in the area and members of provrncial
Adminish'atior.r stafl'bcing housed bv Mumias Sugar conrpany hence their
likelihood ol being cor.nprornised and therefore not able to objectively
intervene in disputes betrveen fanlcrs and the nlllets.

Inadequacl, of the Sugar Act 2001 cspecially since it does not prol,ide for
farmers to benefit rn any way front cane bi-products e.g. co--eeneration of
electnciry by Ir4umias Str_ear Contpany r.r,hich produces 26 Mega \\/atts , sale
of molasses and production of ethanol by the Company.

Levying ol 30oh of the total returns as a penaltl, for the burned cane
contrary to the pro'isions rn tlte Sugar Act, 2001 which no pro,ision for.
su ch a levy.

Inadequate compensation to farnrers u,ho rvere evicted fi-or-n tlre land
lbnning the Mun.rias Sugar companv Nucle us estare at the rate ol'ksh.90 to
Ksh. 150 per acre in 19'79. Farmers requested lor adequate conrpensation for
their land.

Manipulation of the x'eighbridge. cane is weighed in the lactories in the
absence of the cane larnrer givirrg roonr for rnanipulation. This lcads to
rnanipulation of cane weight resulting in redr.rction of tonnase.

'roo man5' charges including high fuer p.ces charged by trarsporter-s, cess,
interests on irrputs and sugar deve)opnrent ler1, among other-s. Tl-ris leaves

o

a

a

c
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thc. fanrcl with ver1, lou, retur:s on the cane, for jnstallcc a larnrer uray eant
on a\/erage Kshs.20. 000 pcr acre after a period of 2 to 3 years.

N'lanipulation of farnrers' statements by the factories. Farnrers produced
several statenrents u,hrch shou, constar'rt fipures rn cane torlnage up to three
clccirnal places.

Iligh intcrcsts chargcd on AFC loans at kshs.20% making it alrnttst
inrpcrssiblc fbr poor larnrcrs to access loans.

l-ack of representation of women in the sugar sector which in turn leads
trl high povertv ratc in the sugar belt prompting high HIV/Aids ratcs of
prevalence.

l\'lisnranagenrent of thc cess monev b.v the countt, council u,itlt no
scn ices renrlcrcd to the lurnters.

N,rrN. 10,1/2(X)9 ,\I).IOTIITNN'IENT

'l'here being no othcr business the nreeting u,as adjounted at trvo cl'clock
trntil Septembcrr 10. 2()09 jn Murrias market at 2.30 p.m.

,,\ I.I' I' I.- Ii. N O0 N S I.- S S I O N - N,I T I N,I I A S I I.\ R Ii II-'I'

I't{l.lsl.-\ I

llon. Jol.rn Mututho. M.P. - Chaimran
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,,\ I}S EN'I' \\'I'I't I A I'oI,o(;\'

(Dr,) Victor N4un1,aka. N4.P

Lucas C'hcpkitony. M.P.
(l)r.) Robert Montla. M.P.

t
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llorr. Kanrbi Kazungu. I\,1. p.
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N{IN. 101/2 0()9 I'IL\YEIT

'l'l-re nreeting opened with a u,ord ofprayer

\{IN. r 0s/2009 PUBI,IC HEAI{ING

l'he chairman briefed trre r,eeting on the rures that go'em public hearingsand invited star<e horders to marce subrnissions. Those who ;;u;.
subn.rissions included farnrers, poriticar readers, famrers' cooperative unions,replcsentalives. womet) re presen tatives. nten represetllattves. \/outhrepresentatives. representati.,es of pcople rvtth disability unO oui_gr*.,
companies' representati\/es.
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The follou,inq u,ere cited as
stakcholders at Mumias:-

problcnts laced b1, larrret's and other

o l-ack of representation of farnrers in the cane transportation
contract which is siEred bctween the nrilrers anci the tri,sporrers
l,itht'rr-rt involving thc farnrcr. This leaves nrininral or no roonr lor
I armcrs' choice in thL' transport ol su garcane.

Irigh cost ol'inputs, cg rcrtirizer is charge<i at ksh.2500 as opposcd ro
lhe recomntended price of ksh. I600 and paid with inreresr.

Monopolv of N{unrias Sugar Cionrpanl,. The Contpany has even
gone to court to stop any inlerested private investors in the sugar beJt.

cane is rveighed in the absence of the farmer rvhich results into
nrar-riprr)atton olcane wei-el-rts lowefing the tounase pcr tractor.

'I'hc entire cost ol'cane production is borne b' the farrner who is
paid u,hen all expcnscs Ira'e ire err deductei incJuding cost o1.
irrplertrents, transportation and lcrtilizers.

a

€

Lrtrv r;rr.lit1' seeds, sLrpplied b1, 15. lhclories that Ieacl 1o lo\\/ or.ltp.l.

lIlN. I ()(r/2009

SICNEI)
( 'il..\ t r{\ t .,\ \

-l-herc 
bcin-e n. other busiress the n-reetrng was adjounred at lbur o'clock

until Seprenrber I l, 2009 rn Matungu marl<et al I I .30 a.nr

I)A'I'I,] J4 tr{) O
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Mrs. Pcnina Ogeto Ollice N1 anager - AWLPA

Nr tN. 9712()09 I'Ilr\\'IlIt

Tlre nrecting opened u,ilh a ri,ord of prayer.

j\I IN. 9tt/2009 I't til t( ilt...\til\(;

The chairman br-iefed the rneeting on the rules that govent public hearings
and invited stake holders to ntake subnrissions. Those who made
submissions included larntcrs. political leaders, |amters'cooperative unions'
represcntatiVes. wonlen rc presentatives. ntcn representatives. youth
represenla t ive s, representatiVes of people with disabi)ity and out-grower
companies' representati\/es.

The lollriwing rver-e citcd as problents laced by lanlers and otlter
stakeholdcrs at Miu,ani:-

Food insecurity. Fol)ou,ing the collapse of lr4iu,ani Sugar lactory, 211d

subscquent placement of'thc lactory in reccivcrship. the receivcr ntanaqer
bad had restricted thnlers fi-om practicing a)tentative larmtng on tlre
approxin.ratcly 10.000 acrcs nucleus estate whtch Ii:r rnstance ctrable them to
grou, lcrod crops on ll.re nucicus estate. Thls has lcd to loss o1'livelihood lor
the f-arnrers and lbod insccuritv in the Mitvani arca.

1\{isappropriation ol'the Kshs.600 million loan from AF(l that was utade
to revan.rp the l\4iwani Sutar Con.rparry by tlre lonrer drrcctors of the
Conrpany.

ln additron the assets ol'the company that include tractors rvere taken
over b), the former nlanagers includrng rlre title deed lo the factorv,
cannibalizalion of the distillery and othcr ntachinery etc. Farnters inlomred
tlre Contnrittee that about Kshs.,500 million u,as required to rc\/antp tlte
Company and enable it to bcconte operattonal.

Inaccessibilitv of the loans from AFC ou,ing lo the lack o1'title deeds
u,hich u,ould ire used as collateral considcrins rhat ihe larnrers in Mirvani
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zone do nor lrold tirle deeds to their famrs
allorved 1o access unsecured loans.

Farniers rrrade an appeal to be

There are pending cases in court over the ownership of the nucleus estate
of the Mrwani Sugar company with clairns of the land havrne beer.l
auctioned to settle debts.

l\,ilN. 9912009 ,,TD.IOL]IINN{IINT

There being no otlrer business the meeting was adjounred at thirty minutes
past Three o'clocl< unril September 10,2009 ar 9.00 a.nr in Shianda Marker.
Mu nrias.

SI(;NI]D
CIIAIRA{AN

DA'I'E 9< lt\ o
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Mrs. Penina Ogero - AWEPA

tr{IN. 89/2009 COTIII,TESY CALI- T() T'HE I)IS]'R.I(]'r
CO]\{]\,IISSIoN EIT (DC). NYANDO DI STRI(]'T

\/ISIT TO TIIE \\/ T]I(;TI BITII)GE A 1' KI I}OS

The Committec visited Kibos
Weighbrid-qe Manaser that :-

Weighbridge and u,as inlormecl by the

\IISI'TTO KIS UMU SI](;A R BET,I'C'O-O PF]I{A,TI\/E
T]NION (KSB(] lt)

NIIN. 9212009

The conrmirtee paid a courtesy car on rhc District commissiorer- and was
given an over'ierv of the challenges lacing the sugarcane fanrers in Nyando
sugar belt. The D.c cites challenges facrn_e sugar cane lanrers inciuding
delayed payments, food insecurity becausc nrost of the rand rs de,oted ri
sugar cane growing hence no land left for grou,ing lood crops such as maize
and beans, low crushing capaciry, and rack of representation of fanrrers in
the decision nraking process on sugar cane related issucs.

The transport costs fi'o,r the weighbridge to the Kibos Iactory are not
catered for by the farmers but by the factory,
1'he weighbridge is attended to by, rhe.r',pioy.., of rhe Kibos Sugar Factory
with no fanner's representation when cane is being weighed.

The Committee noted that the weighbridge did nor have Kenya Bureau of
Standards certification raising doubt ,r to ih. quality ol'the rveighbridge and
Ieaving a roont for possible manipulatiorr of'the rveights

The corrurittee visrted KSBCU and rvas briefed about problenrs racing cane
famrers in the N1,211ds District by the union representatrves who inJuded
lI-essrs Peter O,),ango, General Manager and Atiang Atiang Chain,a,
KSBCU Muhoroni Branch, as lack of adequare capital, transportation
problenrs occasioned by a,ai)abirity of ferv traciors, poor roads at tire Sugar
belt both ,nain ard feeder roads, late paynrcnt by rnillers to fanrers ancl liu,
crushing capacity' leading to tractors takine 2 ro 3 days before the ca.e is
crushed.

( r(r

PUBLI(]HEARI NG AT CTIEi\,IELIL ROT]ND ABOI]'I

j\11I N. 90/2009

t\,IIN.9ll2009:



Thc chairman briefecl lhe n-reeting on the rulcs that govern public hcanngs
and invited stake holdcrs to make su br-t-rission s. Those u,ho rnade
subntissions included I'arrrers, polttlcal lcarlers, lanrrers' cooperatrve unions'
reprcscntatives, wonrcn represcnlattvcs. l11L'n rcpresetllativcs. voutl)
represen tative s, represelrtatives of peoplc *,jth disability out-srower
companies' representatlvcs.

The following were cited as problems faced by the fanlers in the cane
production process:-

Nlanipulation ol the n,cigh bridgc. 'l'he ('ontnrittce was inlbrnred that lor
every delivery. the canc lanncr loscs at least J tonne.s per tractor.

IIeavy taxation burderr. 'l-l're Contn-rittee hcard that cane larnters pay 1oo
many taxes including ccss. sugar dcvelopment lev1,, xn,1 intercst charecd by
millers on inputs. The ('onrmittce rvas also inlormed that desprte the larnrcrs
paying cess they do not rccejve sen,rcc.s such as maintcnance of tlte roads at
the sugar belt supposed to be financcd by ccss troney.

Discrirnination il tht' liarvesting of sugarcane. this leads to sugarctutc
olcr rrraturing irr llrc furrrr.

Mismanagcment ol (he lactorr,. becausc incompetcnt individuals are
appornted to lrerd thc sugar lactorics ancl thel, errcl up ruruins down thc
lac tories.

I-ou, cane prices per tonrre at Ksh.2850 as oppttscd to the reconrnrendcd
govcntnlent directed pnce of Ksh.l000 pcr tonlte. 'l'lte lar-nrers called lbr the
revierv of thc cane priccs commensurate u,ith prevarling sugar prices in the
coun tlJ.

Harassment ol'farmers carrl,ing out cane production at the special sugar
plots at the banks of the river where the company confiscates their cane .

NflN.93/2009 :\l).f Otrl{NNl llN'l'

l here being no other busir-ress thc rleetine u,as adjounted at thirti, n-rirrulcs
past One O'clock until tnro o'clocl< at Multorolli Sugar Cornpany.
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t\il N. 91/2()09 I) Il,.\ \'lr_ l{

1'he nrcctrng opened with a word o1-prayL-l

\t I\. 95i 1001) l,l tlt.l(' ItI...\lU\(;

fhe chairnran briefed the nreeting olt the rules that govern public lrearings
and invited stake holders to ntakc submissions. J'hose who ntade
subnrrssions included farmers, political leaders, farnters' cooperative unions'
rcprcsentatives. wontcn represelliltivcs. melt rcprcscntltives. youth
reprcscn tat r \/es, representatives of people rvith disability and out-grou,er
conrpan ies' representatives.

The lollorving were cited as problents faced by the larrrers in the cane
pr-oduction process:-

Poor roads in the sugar growine arcas lead to cane spillage on transit which
in tunt resulls lo low cane tonnage per tractor.

Obsolcte l)quiprnent, the machines at the l'actory arc old leading to
inclllcrency tlue to low crusltinq capactty of thc lhctory. Transporters
rnanaqc onc trip olcane produce per rvce k as opposed to 4 trips per u,eel<.

[Iigh transport costs. lhrntcrs o'r-rchargcd on cost ol"transportation u,hich
is kshs.700 per tone instead
requested that nrillers to cover
lactory.

ol'thc rccornntcndccl Kshs.400. Ira rntc rs
transltoltation cosl 1l'rlnt thc 1:rrnt tr.t tltc

Selectivc application ol'the Sugar Act 2001 wherc rhe nrillers apply rhe
Act as lavourable to thcnr. For instance, the n.rillers nrakc deductions on
bumed cane rvithout consulting the thrnrcrs. Farmers requcsted for review on
the Sugar Act, 200 I to enable ther.n havc representation u,hen sugar pricing
decisions are made.

Restrictive loan requirements. Kenya Sugar Board requircnrent that loans
be granted through the AFC to sugarcane larmers nreans that fanners necd
collateral lilie title deeds to acquire loans u,hich ntan)/ o1- thcnt do r.rot have.
Fanncrs u,c-rc of the view that the Ioans be le nd through llnancial instrtutions
u,ithin the rcgron.
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I-ou, cane prices. Farmers are paid Kshs.2, 750 as
Corrernment recomnrended price of Kshs.3, -s00 per tonne.

opposed Io the

Frequent breakdo,r,n of machines. The recei'er manager does r.tot take
necessalJ steps to ensure machines a1 the factory are properly ser.r,iced
Ieading to lrequent breal<downs resulting to back)og of mature harvested
calle.

Delay,s in harvesting 0f mature cane which goes up to -58 1116p115 u,
opposed to l8 rrontlrs of cane nraturiry.

Farnrers do not benefit in any wa)/ from cane bi-products like rnolasses
and ethanol produced by the factory. Famers requested to be paid part of
the proceeds of bi-products arrears since they produce the cane fi-ont which
the br-products corne.

Lack of transparenc), and accountabilitl, lp the managernent oi'the cess
money by thc county council and the millers. Muhoror-ri countv councrl
utilizes 40% ol tile cess money instead of the 20(% recomr.r.'rcncl c-d by Jarv lor
admirristrative purposes and 80%o for the upgrading of the feeder roads in the
sugal belt. -fhe conuritlees would recorllrrend to parlian'rert that the Local
authorities Conl]rittee further rnvestrgates the matter.

Privatization of Muhnroni Sugar Compan1,. Farprers reconrntended l00o%
ownership of the lactory. that is. Muhoroni Sugar Con.rpany together rvith
tl're Asro chemical plant. They nevertheless leqr:ested for"trme to nrcbilize
resources to purchase sh ares.

N{rN. 96/2009 ADJOURN]\{EN'I'

There being no other business the chairman adjoumed the nreeting at forty
minutes past Four O'clocl< untrl Wednesday 9'h Septernber 2009 ar 9.00 am
at Miwani Sugar Factor1,.

SIGNED
CHAIRN{AN

DATE

1{)
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lvl rs

Parlela Matrnde- Regional Director -AWEPA
Penina Ogeto - Office Manager - AWEPA

MIN. tl5/2009: COUITTESY CALL TO THE DISTITI("7
CO\{ I'I I SSI ONEIT (DC) - RONGO DISTRI(]

'l'hc ('onrnrittee paid a courtesy on the Disrricl Cotnntissioner. Rongo
Drsn'ict during which the DC brief'ed Members on the challenges lacinr
su_rrarcane larmcrs in SONY sugar belt. Among the problents faced b1, ths
Iarnrcr are inefficiency in lhe capaciry of the factories to crush the
srrgarcanc. delayed harvesting of matured cane up to between 40 and 60
nlonlhs instead of l8 months. delayed payments and inability to access loarl
lacilities. -l-he DC infomred the Committee that the Government had plans
to privatize SONY Sugar Company but there was need to allow for adequate
time rn ordcr to enable famers prepare to buy shares rather than sell the
conipany to outsiders to the detrinrent of locals. The DC stated that farmers
nceded to he explained tlre process of privatization rn orcler lor tlrem to own
it and thcrefbl'c rnrninrize resistance to the plan.

N'llN. tl(r/20()9: PT]I}I,IC HI',ARING AT AWEND(} _ soU'r'H
NYANZA

'lhe charnrran briefed the nreeting on the rules that qovern public hearings
and invited stake holders to rtrake submissions. Those who ntade
subrnissions jncluded famrels. poJitical leaders. famrers'cooperalive unions'
represent a tives. women representatives, ntert represen tatives, youths
representati\/es. represeitlatives of people with disability out-grower
companies' representatives.

The follou,ing challenges ranging fi.om planting to marketing rvere sighted
by the stakeholders:-
Difficulties in accessing AFC loans facilities - nrajority of farmers who are
\ /onren and youths have no title deeds which are a requirement as collateral
fol accessing the loans.

Delaved harvesting of cane - the sugarcane variet), grou,r: by lanrers
rraturcs at the age of l8 ntonths but in contrast most of the sr:garcane is
harvested on a\/erage ol betu,een 40 rlonths and 60 months. l-his leads tr-r

lo*' sucrose content and drying ol tlre canes u,hiclr cuts on the cane tonnaqc.

(,1
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l,orv crushing capacitv - 'l'here are old rxachlnes in the lactorics ri,hich
cannot cope lvith the sugarcane oulput ftorlr the famrers that occasrons dclay
rn crushrnr ul thc cirne. l:or SONY sugar conrpany to cruslr clrrc cfl rcicntly
and ellcctrvely. thcre is need to o'erhaul and rehabilitate rrachincs at thc
lactory, 'l'his rvill require approxinratell, Ksh.500. 000. 0000.

Backlog ofharvcsted cane - This is due to the low crushing capaciry bv the
[actory.

[-ack of the operatio nalization of the sugar conrpanr,'s cxpansion
prograrnnle thc goventn.te nt in 2003 upon coming to po$,er of the NA t{(-.
adn.rinistrat jon pronriscd to expand the sugar companies crushine L-apacity
fi'orn 3000 tonlles to (r000 tonnes pcr day. l'his has not been ilrplcnrented to
date in sprtc of larnrers and the l'actory having increased thcrr acrcage uncler
cu ltr vation ol sugarcanc.

Lack of rcpresentation of farmers in the production pr<lcess - in the
drafting of thc conlract botween larmers and millers, larnrcrs urc only
rcquircd to sign the Aslecrrent wrthout I<nowledge of ternrs arrd conclilior-rs
to bc applicd. I)eductions ol the productions rnputs are eflectcd bv n.rillcrs at
the sourcc u,ithc-rLrt consulting the larnrcrs and prior to the rclcasc ol'thc
larlers' statcntcitt and payments.

Selcctive inrplerncntation ol' the Sugar Act 2001- Sugarcanc is *,e iqhed al
the factorv rn conrrast to the provision thar weighing shou)d bc done at thc
larnr. This lesults in exploitation olthe farnrers since they are nor present at
the werghbriilge to cor.ltltercheck the tonnage of the canc. All costs
including the cost of transporration of cane lrom the famr to the lactory are
bome by the f armer.

Pollution - Elenrents of pollutant chemicals are discharged frorn the
lactorics into the rivers leading to environmental degradation which poses a
health risk.

f)iscrimination during harvesting o[ the sugarcane there is lavouritisnr
in the har'cstirrq of the cane based on hor.r, connectcd you arc u,ith the
rranagcnrcnl and hora, r-nuch you bribe to get your cane harvestcd. 'rhis
results in rvhat thc l-arnrers Iocally reler lo as helic:oltrer harvcsting u,here thc
trrillers harvcsl canc b), selecting certain fam.rs.

I
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Most land tn the zone A and Zone B is devoted only to susar calte
production leaving no land for crop production hence food insecuritr,.

Mismanagement of the Cess mone1, antounting to l% per every loltne
delivered but no servrce is rendered to lhe lamer using the cess ntot]ey
despite legal provrsion that 80% of cess should go back to tl're l-arrlrer u,hile
the remaining 20% should go to the Local Government activities. 'fhe cess
money should be devoled services such as upgrading of the feedel roads to
the lanrrers larnrs.

The planned privatization of the SONY sugar companv - Farnrers
require adequate tirxe (o understand the process and raise revenue to buy
shares. The farn.rers made a plea for the sale ol the lactory to be separated
from the nucleus estates so that only the lactory and r.rot the land wouid ltc
sold.

Delays in pal,nrent of cane - the farmers wait lor up to 6 months to receive
their cane payments.

\IIN.88/2009 AD.IOT]RA']VIENT

There being no other business the Chairntan adjounted the nreeting at fir,e
O'clock until the Tuesday September 8,2009 ar Chemelil Round Abour lirr
tlre next public hearing.

SICNEI)
CHAIRMAN

DAl'E
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I' ri.t.ls I.. \'l'

Hon..lohn N4ututho, M.P. - Chairman
Hon. Lucas Chepkitony. M.P.
Hon. Benson Mbai. M.P.
Hon. Eraslus Mureithi. N4.P.
Hon. (Dr.) Robert Monda. M.P.
llon. Fredrick Outa M.P.
Hon. Kambi Kazungu, M.P.

ABSF],NT \\/I1'II APOt,O GY

Hon. (Dr.) Viclor Munyaka, M.P
IJon. .lohn Pcsa. M.P.
Ilon. Pcris ( lrt'pchurrrl,a. \4.P.
I Ion. Evans Akula. N4.P.

KENYA NA'T'ION,.II- AS SEI{BI-Y

l\4rs. Sarah Kioko - Firsr Clcrk Assisranl
h4r. l)ctcr Kithcka Parliamentary Intem

l\,t1N.79120()9 PRAY[!R.

1-hc nrcctirrg opc-ned u,ith a ryord ofpraycr.

I

I
i\'f IN.80/20 t)9 CONFIR]\{ATIO N OF- \{INL,]TES

confin,ation o1'the minules of the sixteenth sitting was defened to a latcr date

l\'IIN. tll/2009 CONSIDI.] RAT'ION OI.'T HE PROGRA]\I J}IE OF VISIT TO SUGAR
CANE C;RO\\/ING AREAS ln* NYANZA AND \\/ESTIiItN
I}RO\lINC I.]S

Ill considenng the programme of activities for rhe visir to the sugar grou,ine areas in weslem and
Nyanza provinces Members rcsolved as lollows:_

l. Nvanza Prolince

The comnrrttee u'ould visit Chemrlir Sugar Companv and Muhoroni Sugar company in a
singie da1,
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lijr,:rs Su,gar Companl, and \4iwani Sugar Ccmpany would be vrsired i:-. a sing). day
The Conrmjttee u,ouldl visir SONY Sugar Company in a day.

2, \\/estern Irro vin ce

Nzoia Sugar company and westem Kenya Sugar Company u,ould be visited in one da)/J

.i. N4unrias Sugar Company will be visited in a single day

3. Strate ic PIan

The comnrirtee rvill underrake the drafting of the strategic plan with AwEpA in a single
day upon completion of public heanngs.

Stakeholders 1o be hcartl by the Committee would include:-

* Farmers and fanners representatives
.! Provincial administration
'!. Farmers Cooperatives
{. Local lcadet s
* Field Officers from the Cooperatives and Agriculture minisrries.l Area Members of Parliarrent

\/isit to Chiua and South Korea

l'he comnrinee rcsol'cd ro visit China and South Korea llorn l " to r6'h No,ember 2009

\{IN. 82 /2009 (]ONSIDERATION OF'DRA FT REPORT OF I]\SPECTION

The Committee considcred the above stated drafl report and resoh,ed as follows:-

'!' The nuntber of animals remaining in the ADC Galana Ranch shoulj be reflected in the
preface.

* Before submitting the report to parliament the Top management of the ADC should
appear before the Cornmittee to provide further insight regarding the management of the
nlanagenent of the off-take hvestock prograrrrme.

TOU IT TO ADC GAI-ANA RANCH ADC KISIWANi B[JR.A
I[TIdICATION SCFIE]\{i.],tND IIOLA IRRIGA 'TION SCI{E,]\{F]

"3. 'Ihe nunber of anirnals held in
reflected in the preface.

ADC Galana Ranch. Mutara and Laner should be

The para,eraph on briefing by the Area N4ernber of parliament should be deleted fron the
Repon.

.1t
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.i The ConTurittee resoi\.'eC to sci'tedule a meetitig u,ith the Minister for Lrvestock
Development afler meetinq with the manasemenl of ADC in order to obtain further
clarificatron on the management and disposal ofthe off-take animals.

\1IN.83/2009

l'he Committee resolved that MPs from sugar cane grou,ing areas should be notified rn writins
about the intended visit by the Commirtee.

Annual Frogramme of Activities - Pr ioritr,.4.reas

ln Iight of the programme of activities the Committee identrfied a number of areas as lo be gryen
pnonty as follows:-

* The ADCs
* Coffee
'i, P)rethrunr
"i" Fisheries
* TARDA
"t Kenya Meat Commission (KMC)
.} KIVEVAPI
.l CIC and various cooperatives
.} KUSCO
* National lrrigation Board (NIB)
* Kenya Agricultural Research lnsrirute (KARI)
.1. National Cereals and Produce Board (NCpB)

AD.IOUR.h'I\{F] NT'

I

t

Thcre berng no other business the Chairnran adjoumed the sitting at twenty five minutes to two
o'clock until Monday September 07 2009.

CIIAIR]\{,{N
S}GNA"'i'URE

36lr 0I]ATE

4t)

ANY OTHER tsT]SINESS

i,ctrcr of lnYitation to l\'[Ps

r\{IN.84/2009


