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I, THE UNDERSIGNED, on behalf of fM&ﬁ@pfésemaIiues from across the

country, =

DRAVW the attention of the House to the following;

i) THAT, aware that the Kenya Co-operative Creameries (KCC) was
established in 1925 to enable milk farmers to market their produce and
grow their savings;

i)  THAT, the majority stake in the original KCC is held by small scale farmers
and estimated at a net worth of five billion Kenya Shillings;

ii)  NOTING, that a conspiracy of mismanagement allegedly plunged the
giant farmers’ co-operative society into insolvency and thereafter
receivership in the late 1990's;

iv) THAT, KCC was to sold under unclear circumstances at throw-away price
to private entrepreneurs who re-named it KCC 2000, before the NARC
Government reclaimed it and rebranded it New KCC on 25" of June

2003;

v) THAT, the change in ownership of the original KCC to KCC 2000 and later
to New KCC did not conclusively determine, address and protect the

rights and shareholding of farmers in the society

vi) THAT, the Government is at an advanced stage of privatizing the New KCC
through an Initial Public Offer of shares at the Nairobi Securities Exchange
in a formula that allocates an insignificant 31% of shareholding to farmers
who are the majority stakeholders, and 10% to the Government;

vii) THAT, aware that if the planned privatization of the New KCC proceeds
without safeguarding the rights of farmers, they risk permanent loss of
their hard earned stakes worth billions of shillings in the society by ceding

599, shareholding to private investors; FEIAR
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viii) THAT, that this sale would be tantamount to the Government's abdication

of its duty to protect farmers’ right to property as provided for under
Article 40(3) of the Constitution;

THAT, that the inalienable right of farmers to retain their majority stake

can only be protected through a proposed privatization structured that
would give farmers 85%, the Government 10% and staff of the company
5% shareholding in the company;

THEREFORE your humble petitioner PRAYS that the National Assembly, through |
the Departmental Committee on Agriculture, Livestock and Co-operatives:

(@)

(b)

(c)

Intervenes to have a special audit on KCC done by the Auditor General in
accordance with Article 229(5) to ascertain the circumstances that led to
the collapse of KCC as well as the current ownership structure of the New
KCC, and a report thereto submitted to the National Assembly for action;
Urges the Privatization Commission to ensure sustainable transfer of
ownership of the New KCC to Kenyan Dairy Farmers in accordance with
shareholding structure proposed by the farmers, rather than through the
Nairobi Securities Exchange; and

Urges the Cabinet Secretary responsible for Co-operatives in compliance
with Section 29 of the Privatization Act, to limit the eligible investors to
Dairy Farmers’ Groups and individual dairy farmers supplying milk to
New KCC and that funds generated from privatization be channeled
towards revamping the Kenyan Dairy industry.

THAT, to the best of our knowledge, there is no pending case before any court of
law in respect to this matter.

And your PETITIONERS will ever pray.

PRESENTED B8Y,

HON. (DR.) JOYCE LAETS0, MBS, MP
MEMBER FOR SOTIK 720 ISTITUENCY

DATE: .
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NEW KCC

- Dairy farmers — 85%-through their Apex Cooperative Society
-~

- Government-10%

- Employees of the.company — 5%

3. Urges the Cabinet Secretary for the trmerbemg responsible for Cooperat:ves to ensure
compliance with the provisions of SECtIOﬂ 29 of the Privatization Act and subsequently
limit eligible investors to Dairy Farmers groups and individual Dairy Farmers supplying
milk to the company and ensure that funds from privatization of the New KCC are
channeled towards developing the Kenyan dairy industry.

And your PETITIO E will ever pray.
Signature....... {
Date...... rzl“_:““’\‘- .................
PRESENTED BY
HON. (DR.) JOYCE LABOSOS, MGH, M.P.

DEPUTY SPEAKER AND MEMBER OF PARLIAMENT FOR SOTIK CONSTITUENCY ON
BEHALF OF THE FOLLOWING PETITIONERS BEING FARMERS REPRESENTATIVES OM
PRIVATIZATION OF NEW KCC
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Meeting of Farmers Representatives on Privatization of New KCC held on

28" May 2014 in Kenya Dairy Board’s Boardroom at NSSF Building

-

1.0 Members present

1. Philip Kipliorir Bitok
2. Abraham Rugutt

3. Jonah Tonui

4. Hon. Joel Barmasai
5. Lydia N. Kagema

6. Muchemi Ndiritu

7. Michael Gitong Njeru
8. Kipkorir Arap Menjo
9. David Kingori Njogu
10.Eng. Jan Mutai
11.Dr. Samson Muttai
12.Lt. Gen. A. K. Arap Cheruiyot
13. Timothy K. Tororei
14.Mrs. Alice Chesire
15.Hon. Matu Wamae

16. Philip .K Cherono

2.0 Agenda

0720-682878 — Chairing
0721-414775 |
0721-217218
0722-788850
0721-344479
0724-355035
0720-392716
0722-748248
0723-271862
0722-310094
0722:250363
0722-717128
0722-268046— Taking Minutes
0722-772920
0722-752750

0725-702595

2.1 Gathering of information on the ownership of New KCC.
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'5.13.2.2 Capital Market in Kenya is mature and should there be need for capital, Dairy Fariy

5.13,2.3

5.13.2.4

5.13.3

5.13.3.1

< i s .

can easily acquire such capital from our dynamic capital market. Further, Farmer
operatives in Kenya have diversified into the provision of financial services thro
Savings & Credit Organizations which may act as source of capital.

Bringing in a foreign investor in the name of Strategic Partner, is a risk undertaking
this investor, in pursuit of profit making, may result to importing subsidized and éh
dairy produce including milk powder for reconstitution at the expense of the Ken
Dairy Farmer. |

The Dairy Industry in Kenya is mature enough to access finances and any market a

required without the assistance of a Strategic Partner.

Social Factors

Global best practices demonstrate that, the most developed dairy industries

overwhelmingly owned and controlled by farmers. This is the principal that led to
establishment of the KCC in 1925 and it is the same spirit that the Kenyan féﬂne
pursuing. Bringing in a strategic investor at this stage without the involvement of
farmers is an attempt to discriminate against the Kenyan Dairy Farmer.

Research has demonstrated that dairying has the capacity to improve the standarc
living and quality of life of most Kenyans. Inorder to improve livelihood of Kenyz
dairying should be encouraged through ensuring that farmers reap maximum bene
though the enterprise. This can only be achieved through ownership of dairy va

chain enterprises by the farmers.
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Commission of Kenya on behalf of Government, as per the report of the Presidential Tack

Force on parastatal reforms presented to His Excellency Hon. Uhuru Kenyatta, CGH —

President and Commander in Chief of the Defence Forces of the Republic of Kenya on

12" October, 2013,

In that respect therefore, we the Dairy farmers have this to say in our memorandum:

6.0.1.

6.0.2.

6.0.3

6.04

6.05

First and foremost, we thank the Kenya Government (Narc Government) who by way
of executive order repossessed KCC Holding/KCC 2000 on public interest and for the
benefit of the dairy farmers, in the year 2003. The purchase by KCC Holding/ KCC
2000 was otherwise a grievous economic injustice ab.initio, let alone historical
injustice. Therefore the impending sale to the farmer should be highly discounted
based on their past contribution in building KCC,

The Dairy farmer and the Kenya Farmers at large conceived Government effort of paying
off KCC Holding/KCC 2000 in the year 2003 as a transitional move to revert the
property to the Kenyan Dairy Farmer but to their disappointment they witnessed an

unexpected crystallization of the company into a state parastatal.

We the Dairy Farmers strongly urge the government to critically reflect on the
chronology of all the unfair events that culminated into displacement of the actual owners
(dairy farmers) from ownership of Kenya Co-operate Creameries Ltd and reasonably

empower them in the privatization arrangement of the company.

Compensation to the Dairy Farmer through government acceptance  of majority
shareholding of the company by the farmer would in a big way cushion the farmer
against the past agony and social stigma implanted by their suffering a tripple
Jeopardy (losing both body and limbs) that is to mean loss of colossal sum of mijk dues

and losing the company twice in 1999 and 2003 respectively.

The tripple loss to date is a fact that seriously negates the well applauded principle of

criminal Law, (double jeopardy) and the current status is a Minus on the jurisprudence of



6.0.7

6.0.8

6.0.9

6.10

6.11

proprietary rights and or law. The law does not allow punishment twice for a mistak:

already punished.

The dairy farmer continues inputting into the dairy value chain and by extension
subsidizes diverse institutions and by all fairness must be given the first priority in the

privatization arrangement. That would be a significant gesture by Government.

In order to sustain competitiveness in the dairy industry, the Dairy farmer needs to have
the controlling shares in the company and this need be considered critically in the

privatization arrangement.

We the Dairy Farmers urge Government to show utmost goodwill and good faith and
ensure the following;
e Goodwill and good faith in empowering the Dairy farmer in the privatization of
NKCC, -
© Avoid putting conditions that are likely to hinder the dairy farmer from buying
shares
e Ensure putting in place achievable mode of buying shares by the dairy farmer

e Ensure equity in dealing with purchase of shares by the dairy farmers at large.

We the Dairy farmers wish to purchase shares as individual, corporate, cooperative
societies, dairy companies, milk community based organizations and self help dairy

groups provided they supply milk to the processor - NKCC.

We the Dairy farmers need to be allowed to build our shares, over time through agreed
deduction of Kshs. | per kg of milk delivered to NKCC, upon government’s acceptance

of the arrangement.

Our ability to pay NKCC shares is based on the latest delivery of 300,000 kgs of milk per
day valued as follows:

300,000 kgs x kshs 1 x 30days = Kshs 9m x 12 months = Kshs 108m p.a.




6.12

8.0.1

Our miik delivery graduates each and every day .hence gy Competence to pay

The Dairy Board autonomy as a regulatory agency in the dairy sector is -critical ip

balancing the interest of the farmer, processer and Conisumer and ensyres fairness in the

entire dairy value chain.

[t regulates angd ensures milk quality standard, milk quality testing, premise inspection,

regulates impdns/expons, licencing of all mijjk Processors, milk bars coolers and key is

safety of consumers.

(a) Therefore the Kenya dairy board should be protected, strengthened and excluded
from any merger with any other regulatory entity,

(b) Plays role of stabilization of the market and pricing through managing strategjc

Ieserve and stabilization fund.

CONCLUSION
We the Dairy farmers in the Republic of Kenya having been honoured by the invitation to

participate in today’s public consultation on the Proposed privatization of NKCC:

Express our thanl f0: - (1) the Privatization Commission for inviting us to participate
in this important dialogue touching on the future well being of dairy farmers,

(ii) Express our thanks to NKCC for having been g valuable milk processing partner.
New KCC should remain focused to imp]ementing Its recent Strategies on enhancing milki
production. The spirit of that strategy should he enhanced so that dairy remains a

competitive industry.

8.0.2 The government should assist the Dairy farmer by utilizing this Institution as 2 strategic

reserve for the benefit of oy dairy farmers and the country at large.
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Hon. Joseph W. N. Nyagah, EGH, MP
Presentation to the Privatisation Commission on New KCC

The first co-operative society in Kenya was a dairy one at
Kipkelion (Lumbwa), one hundred years ago. This society was
the origin of KCC.

The history of KCC dates back to 22nd August 1925 when

Kenya Co- operative Creameries Ltd (KCC) was incorporated as
a limited [liability company. The principal business of KCC Ltd
was buying, processing and selling dairy products both in the
domestic market and export market. The company started with
only one factory in Naivasha but today has Eleven (11) dairy
processing factories and Eleven (11) Cooling Plants. The growth
was mainly achieved during the period 1966 to 1988. As at the
time there was a lot of technical, technological and financial
assistance from DANIDA. Besides the factory that was set up at
Miritini to serve the coastal region, the rest of KCC factories and
cooling plants exist in the medium and high potential parts of

Kenya, where over 70% of the population lives and where
poverty is prevalent. By 1987/88, KCC was selling 1 million
litres per day with purchases from dairy farmers reaching a peak
of 1.4 litres per day.

By 1992, the dairy industry was liberalized and other private
processors came in. KCC was unable to reengineer/restructure
operations or reduce high operating fixed costs. There were
serious ﬁnancial irregularities and procurement abuses Eiue to lax
management dien. There were serious delays in 'p;";?ﬂh'lenm to
farmers and suppliers. KCC was now faced with very serious
working capital constraints. The company resulted to huge




much political opposition in most milk producing areas. There
would be much bigger opposition right from the grassroot to
Parliament. it is for this reason that | believe the best way
forward is:

“Return” the New KCC to the dairy farmers through
cooperative ownership. The farmers are ready and willing to
refund the entire KShs.540 million to the Government. They -
are in a position to set up 3 Cooperative Union (equivalent to 3
Holding Company) for this purpose. We did this for the small-
scale coffee farmers Jast year.

But given the strategic nature of the sector, and given the poor
history of KCC during the |[ast twenty years or so, the
government should retain a portion of the shares initially. The
balance of the government shares can then be sold gradually to
the dairy cooperative as KCC stabilises.

This approach would be very well received by the dairy farming
community. The Government would not lose its initial 2003
capital input, especially since it has even recejved some dividend
payments. It would get full support of the Parliament.

Any other approach would run into serious problems with the
public, who already believe that there is an attempt by some
wealthy people to buy it as has happened before.
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MINISTRY OFr CO-OPERATIVE DEVELOPMENT
. Office of the Permanent Secretary
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24" June, 2003

Mr. Paul Odhiambo,
General Manager,
KCC 2000 Ltd,

P.O BOX 8953,
NAIROBI.

e s\f\/\( Mfwoj

RE: HANDING/TAKING OVER OF KCC 2000 LTD.
BY WEW KCC LTD. ON 25™ JUNE, 2003

The Government has decided to buy back the KCC 2000 Lid and
resicre it to the farmers. Consequently the Ministry of Co-operative
Development has registered the “New Kenya Co-operative
Creameries Ltd” (New KCC Ltd) under the Co-operative Societies
Act No.12 of 1997,

It has been decided that the New KCC Ltd takes over the Assets and
liabilities of the KCC Holdings Ltd and KCC 2000 Ltd with effect
from 25" June, 2003. You are, therefore, asked to hand over to
Mr. Prudenzio Nichelas Gaitara who has been appointed as the
intefim General Manager of the New KCC Ltd.
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BENJAMIN K. SOGOMO O.G.W.
PERMAMNENT SECRETARY




CC M. Prudenio Nicholas Gaitara,
P.O Box 67052,
NAIROBI.
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