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Departmental Committce No. A on Agriculture, Lands and Natural Resources

REPORT ON THE COMMITTEE'S TOUR OF' THE LAITE
VICTORIA DEVELOPMENT AUTHORITY ILBDAI PROJDCTS

1

IN KISUMU AI{D TESO DISTRICTS

PREFACI

Hon. Speaker Sir,

The Departmental Committee "A' on Agriculture, Lands
and Natural Resources was constituted at the
commencement of the Ninth Parliament pursuant to
provisions of Standing Order 151; whose paragraph (4)

mandates the Committee to carry out these functions:-

(a) to inuestigate, inquire into and report on all
matters relating to its mandate, managemen|
actiuities, administration, operations and
estimates of the assigned ministies and
departments;

(b) to study the programme and policg objectiues of
ministries and departments qnd the
effectiueness for the implementation;

(c) to study and reuiew all legislation afier the First
Reading subject to the exemptions under
Standing Order 101Aft);

(d) to studg, assess qnd analyze the relatiue
success of the Ministries and Departments as
measured bg the results obtoined as compared
with its stated objectiues;

(e) to inuestigate and inquire into all matters
relating to the assigned Ministies and
departments as it deems necessary and as mag
be referred to it bg the House or a Minister; and

I

i
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Depa.rtuental Committee No. A on Agriculture, Lands and Natural Resources

(n to make reports and recommendations to the
House as ofien @s possible including
recommendation of proposed legislation.

2. The subjects falling within the purview of the Committee
are:-

1 Crop and livestock production;
Marketing;
Lands and settlement;
Natural Resources;
Water resources;
Land reclamation and irrigation; and
Co-operative development.

3. The membership of the Committee comprises:-

11.

iii.
iv.

vi.
vii.

1.

ii.
iii.
iv.
v.

vi.
vii.
viii.
ix.
x.

xi.

The
The
The
The
The
The
The
The
The
The
The

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

I

Franklin Bett, M.P. - Chairperson
Mwancha S.N. Okioma, M.P.
(Prof) Patrick A. Olweny, M.P.
Mwangi Waithaka, M.P.
Julius Arunga, M.P.
Patrick Muiruri, M.P.
John Serut, M.P.
Philip Rotino, M.P.
P.G. Muriithi, M.P.
J.N. Gachagua, M.P; and
Isaack Shaaban, M.P.

4 On 5th and 6th of August, 2005, the Committee toured
three key projects of the Lake Basin Development
Authority (LBDA) in Kisumu and Teso Districts. The tour
was necessitated by the Committee's concern about the
performance of the Authority as its projects had
failed to improve the livelihoods of people living in the
Lake Basin pursuant to the Authority's objectives.

Report on the tour of Lake Basin Development Authority (LBDA) projects in Kisumu and Teso 2
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5. The following Members made the tour:-

1.

ii.
iii.
iv.
v.

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

Franklin Bett, M.P. - Chairperson
Prof. Patrick A. Olweny, M.P.
Mwangi Waithaka, M.P.
Philip Rotino, M.P; and
Mwancha S.N. Okioma, M.P.

6

Mr. George Gazemba was the Secretar5r to the delegation.
The area Member of Parliament for Kisumu town West,
Hon. Ken Nyagudi was with the Committee during the
tour of projects in Kisumu.

The Committee expresses gratitude to the Speaker and
the Liaison Committee for sanctioning the visit and the
Clerk for providing technical support. The
Committee further appreciates the important role played
by the Ministry of Regional Development Authorities in
making necessary arrangements without which the tour
would not have been possible.

Hon. Speaker Sir,

On behalf of the Committee, I now wish to lay on the
Table of the House the report of the Committee in respect
of the visit, pursuant to provisions of Standing Order
t62.

THE HON. FRANKLIN BE[T, M.P.
CHNRMAN, DEPARTMENTAL COMMITTEE ON
AGRICUL , LANDS AND NATURAL RESOURCES

7
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Departrnental Committee No. A on Agriculture, Lands and Natulal Resources

TOUR OF THE LAKE BASIN DTVELOPMENT
AUTHORITY ILBDA) PROJDCTS IN KISUMU AIID TESO
DISTRICTS

The Lake Basin DeveloDment Authoritv (LBDAI

The Lake Basin Development Authority (LBDA) was
established in 1979 by an Act of Parliament. The
objective for the establishment was to spearhead
economic development in the Lake Victoria Basin by:

initiating development projects for the benefit of
inhabitants;

ii. initiating studies, carrying out surveys and
assessing alternative demands within the basin in
terms of natura-l resources and recommending
priorities;

iii. effecting a prograrnme of monitoring and
evaluating the performance of projects within the
basin;

I

iv. causing and effecting the construction of
works deemed necessa-ry for the protection
utilization of water and soils in the basin;

any
and

v. ensuring that land owrrers in the basin undertake
a-ll measures specilied by the Authority to protect
the water and soils in the basin;

vi. identiSring, collecting, collating and correlating all
data on or related to the use of water and other
resources as may be necessar5r for the efficient
future planning;

vll maintaining a liaison between the government, the
private sector and other interested agencies for the
purposes of development in the basin with a view

Report on the tour of Lal<e Basin Development Authority (LBDA) projects in Kisumu and Teso 4
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to limiting the duplication of effort and to ensuring
the best use of the available technical resources;

viii. examining the hydrological effects and the
subsequent ecological changes on the development
prograrnmes and evaluating how they affect the
economic activities of the people dependant on
river and the lake water environment'

ix. considering all aspects of the development of the
area and its effects on the inflow and outflow of
Lake Victoria; and

x. monitoring the operations and providing technical
reports on the operations of any agreement or
other arrangements between Kenya and other
states relating to the use of the Lake Victoria
waters.

The Authorit5r's area of jurisdiction covers 39,000 square
kilometers inhabited by L2 million people. The
jurisdiction encompasses 27 districts in Nyanza, Western
and parts of Rift Valley Provinces. The basin is endowed
with the following resources:

1.

ii.
iii.
iv.
v.

vi.
vii.

rocks, soils and minerals;
water;
wetlands;
forests;
fisheries;
wildlife; and
fertile agricultural land.

10. Since inception, the Authority had undertaken
projects in pursuit of its mandate. These
construction and or establishment of:

several
include

Report on tie tour of Lake Basin Developmenr Authority (LBDA) projecrs in Kisumu and Teso 5



Depart nental Committee No. A on Agriculture, Lahds and Natural Resources

new headquarters in Kisumu City. The project
had however stalled owing to lack of funds;

I

11 reclamation of Yala SwamP;

iii. residential houses at Yala, Alupe, Lichota and
Kisumu City;

lV. rice Mill at Kibos;

fingerling production centers at Yala, Alupe,
Chwele, Lugari, Kokwanyo, Borabu, Kibos and
Rongo;

agricultural and livestock multiplication centres
at Lichota, Kokwanyo, Muhoroni, Yala, Alupe,
Sangalo and Lugari;

brick plants at Kodera, Sironga and Kapsabet;

honey refineries at Bondo and Ndhiwa;

edible oil processing unit in Siaya;

poultry unit in Kisumu City;

paddy transit stores at Alupe, Yala and Lichota;

vl

residential houses in Yala swamp, Alupe, Lichota
and Kisumu City;

xiii. research and training facilities in Fisheries at
Kibos;

v

vll.

viii.

ix.

x.

xi.

xii.

xiv. capacity building in ground water
design and construction of wells,
boreholes.

survey
springs

and
and

Report on the tour of Lake Basin Development Authority (LBDA) projects in Kisumu and Teso 6
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xv. central tree nurseries in Kisumu, Gem, Rae,
Kapsabet and Yala SwamP;

xvi. afforestation and reforestation activities
particularly in Nyakach and Yala Swamp;

xvii. laboratory for water quality analysis at the
headquarters; and

xviii. nerica rice adaptability trials at Alupe and
Kokwanyo;

11. Years of corruption and mismanagement by previous
managements brought the Authority to its knees with
most of the Authority's projects becoming ineffective. The
Authority is currently indebted to the tune of 1 billion
shillings. Creditors have obtained execution orders
against the Authority. Recently, the Authority's
Managing Director was subjected to embarrassing
moments in Kisumu town when an Auctioneer attempted
to attach his official car. Presently, most of the
Authority's infrastructure is in a dilapidated state
owing to lack of funds to maintain it. The Authority is
being under funded making operations increasingly
difficult.

The Yala Swamp Irrigation Proiect

L2. The project was conceived in Septernbet 2OO2 when Mr.
Calvin Burgess the Chief Executive Officer of Dominion
Farms Ltd visited LBDA and discussed with the then
Managing Director, Mr. George Ochieng the
possibilities of Dominion Farms Ltd entering into a joint
venture with LBDA for the establishment of a large scale
rice irrigation scheme at Yala Swamp'

13. On 17th October 2OO2, a follow up meeting was held
between Mr. George Ochieng, Rev. Ken Nyagudi for
Dominion and Mr. Nigel Show of Kaplan and Stratton

Report on the tour of lzke Basrn Development Authority (LBDA) projects in Kisumu and Teso 7
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Advocates. At the meeting, it was agreed that LBDA
enters into a joint venture with Dominion for the
Development of Yala Swamp with LBDA's role being to
provide land, equipment, rice, mill and residential
services among others.

14. A project proposal paper was subsequently written which
provided that Dominion Farms Ltd would invest in Kenya
in collaboration \Mith LBDA and that a workable
agreement would be reached between the parties. The
agreement also provided that the parties would agree
on an equitable deal on the scheme and related facilities
like Kibos Rice Mill in Kisumu.

15. In this regard, LBDA formed a sub committee which
jointly with Dominion representatives drafted a
Memorandum of Understanding. The Memorandum was
submitted to the Permanent Secretaqr, Ministry of
Regional Development Authorities who forwarded it to the
Attorney General for advice.

16. The Attorney General redrafted the Memorandum and
returned it to the parties for execution. On 19th May,
2OO3, the two parties executed the Memorandum but
with alterations detrimental to the Authority. The
alterations were in fact acknowledged by the Attorney
General vide a letter to LBDA dated 12th January, 2004.
The circumstances leading to the alteration could not
be ascertained because the officers who acted for LBDA
had left the AuthoritY.

17. Under the altered Memorandum which is in force,
LBDA's role had been relegated to the periphery and
terms and conditions thereof have been grossly breached
by Dominion.

Breach of the Memorandum of Understanding

18. Clause AA. 1 provides that:

Report on the tour of Lake Basin Development Authority (LBDA) Projects in Kisumu and Teso 8
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"LBDA being the Gouernment institution with the mandate
to initiate, plan, co-ordinate and implement deuelopment
octiuities in the region in which the Yola Stuamp lies, will
collaborate tuith Dominion in the deuelopment of the
Swamp. (Jnder this umbrella, LBDA shall therefore, act as
the oJficial aduising agent on behalf of the Gouerrlment"

Clause BB. 2 provides that:

*LBDA witl prouide guidance qnd advice to Dominion from
time to time on the best construction and land use
actiuities at oll times ensuing that such constntction and
land use actiuities complg uith the Laws of the Republic of
Kenya and Gouernment regulations"

Dominion continues to undertake development plans and
activities without consulting LBDA. Dominion is
currently growing rainfed crops like rnaize, cotton and
sunflower while it continues to develop irrigation
infrastructure.

LBDA's presence at YaIa Swamp has been severed as
there no longer exists collaboration with Dominion' LBDA
is not getting any compensation for its infrastructural
development notwithstanding the fact that some of the
developments were as a result of loans which the
Government of Kenya is still servicing.

Clause AA. 6 provides that:

'LBDA agrees to enter into an agreement with Dominion

for the processing of farm produce (cereals) and use of
facilities at LBDA's Mill at Kisumu' The agreement for the
Mill and facilities shalt be the subject of a separate milling
contract and shall be on such terms and conditions as the
parties maA agree qnd on commerciallg uiable rates and
shall also contain q. termination clause of six months notice
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to be in writing which mag be giuen bg either partg to the
other"

A draft milling agreement was prepa-red by LBDA and
given to Dominion for perusal, possible amendments and
execution but to date, there has been no response from
Dominion. In stead, Dominion intends to set up its own
rice mill in Yala.

20. Clause AA. 7 provides that:

"LBDA agrees to enter into q into a lease agreement with
Dominion to use LBDA's heaug machines (bulldozer,
exceuetor, tractor, water pump etc) for actiuities of the
project"

In June, 2OO3, LBDA released two excavators and one
water pump in respect of which Dominion paid 11 million
shillings. There is a balance which up to date, Dominion
has not paid despite demand.

2I. Clause CC. 2 provides that:

*Ang logos and other identification marks on finished
agricultural produce sholl aduertise the ich diuersitg of
Lake Victoia basin"

Dominion has not complied with this requirement

22. Clause CC. 4 provides that:

"In consideration of prouiding technical assistance and
expertise and ang other assistance that Dominion may
require from time to time, Dominion shall pag LBDA the
following amounts commencing in 2OO3:

O-5 years Three million shillings (Kshs
3,OOO,000) per Aean

I
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tL. 5-10 gears Three million shillings (Kshs
3,000,000) per Aear.

ut. 10-15 years Fiue million shillings (Kshs
5,0OO,000) per Aear.

LU. 15-2O gears Six million shillings (Kshs
6,0OO,0O0) per Aear.

U 20-25 years Seuen million shillings (Kshs
7,0OO,000) per Aear.

Dominion made the first payment in the year 2003.
Payments for 2OO4,2005 are outstanding.

23. Clause EE. 2 provides that:

"LBDA and Dominion agree to enter into tenancg
q.greements for the houses and oJfices refened to in
Clause EE. 1 aboue for such peiod, at such rent and on
such terms and conditions as the parties maA agree
prouided thot LBDA shall at all times when calcttlating the
rental income take into consideration the improuements
and renouations that may haue been carried out by
Dominion. The parties will ualue the houses and oJfices in
order to determine the monthlg rents"

In June, 2003, LBDA staff houses were handed over to
Dominion. A draft lease agreement was prepared by
LBDA and submitted to Dominion for perusal, possible
amendments and execution. To date, the draft agreement
has not been acted upon by Dominion and no payment
has been made despite being in possession of the houses.
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TOUR OF THE KIBOS FISH FARM

Introduction

24. Kibos fish is situated in Kibos, Kisumu District. The farm
was established in 1984 and covers a total area of
two (2) hectares with a total water surface area of 1.35
hectares. The objectives for establishment of the farm
were:

i. to produce quality tilapia and catfish fingerlings
for supply to farmers;

1l to produce table size fish for sale;

iii. to act as a research, demonstration and learning
centre for fish farmers and institutions; and

lV. to ease pressure on the Lake.

25. The farm has fifteen (15) fish ponds categorized into
three. These are:

1.

ii.
iii.

nursery ponds;
breeding ponds; and
production ponds.

ponds' effective lifespan had expired. All ponds
leaking and the drainage system was ineffective.

Current status ofthe farm

26. Since inception, the farm management, operations and
maintainance largely depended on donor funding. In the
year 2OOO, donor agencies stopped funding in
consequence of which the farm's infrastructure is in a
dilapidated state making it impossible to achieve
objectives.

27. The
were
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Supplementary funds to purchase fish food were lacking.
The current production of the farm was below capacity
and could not meet demand even if it was operating at
full capacity.

Prolected caDAcltv from the vear 2OO5 to 2O1O

28. The Authority had put a request to the Government for
funding to the tune of 529,508.00 shillings to enable it
rehabilitate the ponds and invest in production of:

l'
ii.
iii.
iv.
v.

cathsh fingerling and bait production;
tilapia f,rngerling production;
table size fish production;
integrated poultry production; and
tree seedling production.

The request was in accordance with the Authority's
sustainability stratery from the year 2005 to 20 10.

TOUR OF THE XIBOS RICT MILL

Introduction

29. The Rice Mill is situated in Kibos in Kisumu District. The
Mill was among tJre components of the defunct West
Kenya Rainfed Rice Development Project (WKRRDP)
which was implemented between the years 1989 and
2OO1 with funds from the African Development Bank
(ADB) and the Government of Kenya. The Mill was set
up at a cost of 800 million shillings and has capacity to
clean 25 tonnes and mill 3.5 tonnes per hour.

Obiectivee for settine un the Mill

30. The objectives for setting up the Mill were:-

to improve the marketing of rice in the region;I
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ii. to process paddy from farmers in the region at
reasonable cost; and

lll. to create employment opportunities

31. Since inception, the Nationa-l Cerea-ls and Produce Board
(NCPB) supplied all rice it purchased in the basin to the
Authority pursuant to an agreement with the Authority.
In mid 1990's when the rice market was liberalized, the
Board which had been enjoying monopoly lost the
monopoly to other players and it became impossible for it
to continue supplying paddy in meaningful quantities to
the mill. The mill had no paddy to process and the
management resorted to direct purchase of paddy from
farmers in order to sustain operations. This was not
successful and as the Authority lacked funds to purchase
paddy from farmers.

32. Since commissioning in 1996, only lOohof themill's
potential had been utilized. The Authority was
however optimistic that with the ongoing revamping
and revitalization of the rice industry by the
Government, the mill would at one time in future operate
at meaningful capacity.

TOUR OF ALUPE LTVESTOCK MULTIPLICATION
CENTRE ALMC

33. The Alupe Livestock Multiplication Centre is situated in
Teso District of Western
established in the year
establishment were:

Province. The Centre
1986. The objectives

was
for

I to provide breeding bull services;

ii. to be a demonstration centre for learning
institutions and farmers; and
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lll. to sell livestock to farmers at reasonable cost.

34. The farm's total acreage is 280 acres out of which 150
acres a-re water logged. It had been impossible for the
Authority to reclaim the 150 acres because of lack of
funds.

35. Though the farm was established as a livestock
multiplication centre, the Authority saw it prudent to
undertake other activities on the farm. These are dairy
farming, tractor hire services, crop production
and fisheries.

Dalry farmlng

36. The farm has 53 animals out of which 20 were lactating.
The farm produces 160 litres per day. Based on the
available productive land of 130 acres, the Authority
intends to procure more in-calf heifers to increase the
total stock to 10O.

Tractor hire senrices

37. The farm has one operational tractor which serves both
the farm and the community. The tractor was
overwhelmed by demand and on many occasion
farmers had their lands prepared late. The condition of
the tractor was also wanting. Many times it had broken
down with no funds available for immediate repair. All
these had adversely affected production.

Crop nroductlon

38. The Authority produces maize and rice on the farm.
However much focus at the moment was on rice' The
Authority intends to grow rice on 50 acres so that:

part of the water logged land is utilized; and1

Report on the tour of Lake Basin Development Authority (LBDA) projects in Kisumu and Teso I 5



Departmental Committee No. A on Agriculture, l,ands and Natural Resources

ii. there is supply of paddy for processing at the Rice
Mill in Kisumu.

Alupe lish farm

39. The farm was started in the year 1989 to serve farmers
in Busia, Siaya, Bungoma, Kalamega and neighbouring
districts in Kenya and Uganda.

Obiectives for establishment

40. The objectives for establishment of the farm were:

to produce quality tilapia and catfish for supply to
fish farmers;

to produce table size fish for sale to the local
community; and

iii. to act as a research, demonstration and learning
centre for fish farmers and institutions.

41. The farm has nine (9) fish ponds with a total water
surface of 4,600 cubic square meters. The ponds are
categorized into three depending on use and functions.
The three categories are nursery, breeding and
production ponds.

Current status of the farm

42. Since inception the farm depended on donor funding. In
the year 2000 donors stopped funding and this had
made it difficult for the farm management to sustain
operations. All the ponds had outlived their lifespan
and were leaking. The drainage system was not working
well and fish food was lacking. The farm's production
was as a result much below capacity.

1

ll

Report on the tou! of l,ale Basin Development Authority (LBDA) projects in Kisumu and Teso 16



Departmental Committee No. A on Agricultule, Lands and Natural Resources

Pro-iected farm capacity

43. The Authority had within its proposal for sustainability
strategr for the year 2005 to 2OlO requested for
185,369.00 shillings from the Government to rehabilitate
the farm and invest in the production of:

catfish f,rngerlings and bait production;1

ll. tilapia fingerling production;

lll. table size fish production;

lV. integrated poultry production; and

tree seedling productron.

RECOMMENDATIONS

44. Having toured the projects and held deliberations with
Authorit5z's management, the Committee recommends as
follows:-

i. In view of the fact that this Authority is vital in the
improvement of economic livelihood of people in
the Lake basin, the Government should bail out
the Authority which is indebted to the tune of 1

billion shillings. As long as these debts are
outstanding, no individuals or bodies will be
willing to enter into any financial obligations with
the Authority and it would be impossible for the
Authority to carry on operations.

ii. The government should allocate Development
Authorities adequate funds to enable them
effectively carry out their operations. It is not right
for the government to enter into a performance
contract with the management of LBDA and then
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does not allocate the Authority adequate funds
and expects the management to deliver.

iii. In view of the inadequate allocation of funds to
LBDA this financial year, the performance contract
between the government and the LBDA
management should be reviewed.

iv. The indebtness
fraudulent deals

of LBDA is attributable
and abuse of office by

to
the

previous management. The previous management
of LBDA should therefore be investigated and
brought to book.

v. The government should appoint professionally
qualified and competent people to manage the
Authority and let them manage the Authority
without any interference. Political appointees,
coupled with interference by the appointing
authorities are to blame for the Authorit5r's woes.

vi. The Memorandum of Understanding between
Dominion with LBDA on the Yala Swamp Irrigation
Project should be revised or nullified in the light of
the raw deal the Authority is getting.

vii. The government should facilitate the co-ordination
and harmonization of activities of other
organizations or bodies involved in the
development activities around the Lake basin.

viii. The government should find an everlasting
solution to floods in the Lake basin as they are an
impediment to development of projects.

ix. Laws like the Water Act, NEMA Act and the
Irrigation Act are in conflict with each other and
the LBDA Act and should be harmonized.
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x. LBDA should focus on a few activities that will
bring optimum results as opposed to too many
projects some of which are not generating
reasonable income.

xi. Regional Authorities should turn themselves into
commercial enterprises rather than depending on
the government for financial support all the time.

xii. LBDA should start its nucleus estates for rice
supply to its Mill. Supply from farmers cannot
sustain the Mill because of its huge capacity. The
Authority will also get competition from other
Millers.

Report on the tour of Lake Basin Developllrent Authority (LBDA) projects in Kisumu and Teso l9
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D!]VIi1,OPMI'N'T AUTHOI{ITY AND DOMINION FARMS LIMITED FOR INVLSl'MEN'I'

AT TIIE YALA SWAMP

PITDN MI}LE.

NIIljl{l-AS:-

lhc t,akc Basin Devcloprrlent Autholily is a llegional Devclop0lcn( Authority cstrblishcd

irl(lor llrc Act of Parliament Cap 442 of l9?9, to spearl:cad dcvclopnrent in lhc Lake Victoria

cllcl,ncnt area.'lhc area covers approximately 39,000Km'1, with a poputation of over l0

nrillion people, accordinS to thc 1999 census, and compriscs Nyanza' Westem a'rd part of Rift

Vallcy I'rovrnces

WI lElUlAS:-

'l lrc nrission of LBDA is to susltrirlably exploit arrd devclop tJrc inrmcnse l)atural rcsources in

tllc rcgion iD collaboration with othcr dcveloptnent agcncies and invcstors to create wcaltil

.nd employntcot and alleviate povclly

(IoNSIDERING TIIAT:-

'lhc vxst Yala Swanrp measuring a total of 17,500 ha is one such natrrral resource undcr

-iurisdiclion of LBDA. Over thc ycars, LBDA has bccn iltvolved in adaptive rescarch artd

aglicultural activities at tltc SwamP in an area measuring 2,300 ha' which was reclaimed by

1hc Govcmrncnl ofthc Rcpub)ic ofKenya ("the Governnrcnt") in l9?0'

NOl'lNG 'l'llAT:-

n s pld ofthcse activities, LBDA has completcd the constructiorr of l? No l-2-3 bed roonred

lrouscs- colDDlenccd the constr!0tion of an irrigation wcir, inproved the access roads'

rnaintailcd thc prolcctioD dykes and diversion and feedcr (l'akc Kanyaboli) canals' and

cstiiblislled an orchard for dcmollslration and a source of fruit trcc sccdlillgs as wcll as omce

l cilitics. Duc to linrited capitalisation, LBDA has becn ur)able to ulilise lhe farm to full

cirpacity 1br agr icul(ural production.

ACI(NOwLEDGING TITAT:-

'l hc I)ornitrion group of companics is an iDterDational group of contpanies based in Ednrond'

()l(lallona, USA, whose employccs have experiencc in the establishtretlt and mansScmelll of

sliilc ol the .l1 of irrigated agricultural projects and now has a subsidiary registercd in Kcnya

urdc'r llrc Cornpanics Act (Cap 486) undcr the name of DOMINION I'ARMS LIMITED'

liltitrirrf, lr r nrr^ N1r,l4()ll Nl)l,M()l: llNDli!r11^Nl)lN(r lrlN l rrlh



MIIMORANDUM OF UNDBRS'I'ANDIN(;

N-J...JL 2003l his Mcnorandrttrt of Understalldilrg is lnade this

[)ctwecrl I

$/IIEIIEAS

.I.IlI],LAI(EDASINI)!]VELoPMENTAUTHoRII-Yanauthoritycstablishedunderlhe

l-akc tl.rsin Dcvelopnrcnt Autlrority Act (Cap. 442 of lhc Laws of the Republic of Kenya)

("LBl)4"): and

DONIINION ITARMS LIMII'EI) a company incorporated in the Republic of Kenya and

havinlt rtn address of I'.O. Box 4659, Kisunru ("Dominion")'

l)

I)onrirrion wist).s to dcvclop and rnanage a large scalc farnl at Yala Swamp ("the SlYamp")

situatc(l in the Nyanza Provincc with the initial cmph&sis on ricc fanning with otlrer varictics

ol crops grown flom tirnc to tirnc as nray be nccessary and 1() take a lcase of the Swarnp

iointly fiorll the County Council of Siaya and the Cou ty ( otrncil of Bondo (together "tho

Councils").

t,liDz\ rvishes 1o provi,:c technical assistance and expctlisg to l)ominiotr and havc one of its

nlcurbors on thc technical conrmittee of the advisory board for the projcct and one of its

nrcnrtrers on the board ofdirectors of Dominion.

I,GDA hoids a l,etter oF Allotunclrt ciareci 27'h N<.,vembcr- I989 rclating to Uns' lndustrial Pioi

for Ricc lvliii (the "Mill") in Kisunru Muoicipality.

t). Donrinion wishcs to have exclusivc use ofthe Mill in order to proccss its prodqce

NOW I'I- IS AGRBtr,t)

AA. L l,llDA bcing thc Govcrnment irstitution with lltc nrandate to iniliatc, plan, co-

ordinale and irnplcment dcvelopmcnt activities i0 the region in which the Swamp lics,

will collaboratc with lfominion in thc devclopment of the Swatnp Under this

rumbrella, LIIDA shall thereforc, act as the oflicial advising agcnt on behalfoflhe

Covertln)eD1.

LBDA undertirkcs to issist, co-ordinatc and facilitatc lhc activitics of Dorninion with

relevanl organisations to ensurc the smooth and cmcient ilnplemcntation and

rnaniigcrrjent of thc projecl.

Ilolh parlies agrce lhal, as far as possiblc, profcssional staff will be sccondcd by

t,BDA to the projccl in arcas of specialisation available in LBDA to avoid

irnpodation ofexpertisc and allow for technology translcr to Dolninion.

lloth t)artics aSree t,lll)n will uDdedrke, in collaboraliorl with KAI{1, adaptive

rcsearclr, extetlsion activities and denronstration to tl)c Iocal conrmunities at tlle

Swan)p depcndeut rpon lhe project activities. An arca ol-land to be agrced upon by

I.BDA irrd Dorrinion sltall bc sct aside for this pttl'posc I'hc area to bc sct aside will

hc conrrcnsurirle with lhc levcl of rescarch activilies cnvisagcd and itr any evetll will

4
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not be more thau 20 lleclares. Adaptivc rcscarch slrall lorm part of the Projccl

dcvcloptnent.

Uotlr parties agrcc that Dorrinion shall use of LBDA's existing infrastructure and

hrcilities as detailed hcrcunder.

LBDA agrees 10 entcr into an agrecment with Donrinion for the processing of farm

produce (cereals) atld use of facilities at LBDA's Mill at Ki: u'nu The agreemcnl for

thc use ofthe Mill and facilities shall be the subject ofa separate mil!ing contract and

shall be on such ternrs an<i conditions as thc parties nlay agree and on commcrcially

viable rates anri shall also contain a temlination clausc of six months notice to be in

u,riting which may bc given by either party to the other'

LBDA agrees to entcr into a lea-se agr.ement with Domillion 1o use LBDA's heavy

rlrachinery (bulldozcr, excavator, tractors, water pump ctc) for activities of the

project.

LBDA agrees to assign atd transfer, in accordance with the Water Act (as amended)'

to Dominion all its water l,cnnits that it currcntly holds that relate to or affcct thc

Swamp.

l-llDA,asthcinstittrtionwiththenrirndatcandtechtr'calexpcrtise,willassist
Dorninion witlr all ortliinccring and construction dcsigns for irrigation and drainagc

and facilitatc theit approval by the relevant authoritics 'lhe responsibiiity for tite

correct implementation of the designs and construction will, however, remain with

thc dcsign engircer and contraclor of Dominion.

LBDA will provide 1'rri<1ancc and advice to Dominion from timc tq time on the best

construction aud land use activitics at all timcs ensuring tlrat such construction and

lard usc activilics conrply with thc laws of the Rcpublic of Kenya and Govemmcttt

rcgulations.

For thc sake of prospcrity, Dominion will lodge approved copies and dcsign reports

ald drawings \Yith l,BDA, including aly otlrcr reports decnred of use and benefit to

ll)c Governmcnt unlcss Donrinion considers such rcports and drawings are of a

confidcntial nalure or the rclease of thcm to LBDA may damage its rcPu(ation or

hinder its operatiorts itt any way \'vhatsoever-

I-llDA has undcltaken dcvcloprncnts at thc Swanlp which includc canals, roads, ll)c

wcir and houses of which Dominion will take cognisancc provided that LBDA shall

at no tirre dcmand coorpcnsation, rent or any other form 01' re- imbursenlcnt for such

dcvelopmcnts from cilhcr Domitrion or the CouIcils cxcept as is specifically providcd

IoI in this mcmoraudunr of unders(anding

l,liDA shall nonlinate, by namc and llo{ Lry position, one of its lllelubcrs and

l)orninion strall appoirlt such ntcnrbcr to tllc tecllnical colrlmiltee of thc advisory

lroard ofthe projcct. LLIDA shrll Domillate, by traurc and not by position, onc oI its

nrcrnbcrs and Donriniorr shall aPl)oinl such nrenlbcr to its lnain board ofdireclom in

't
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ordcr to safeSuard tlie intcrcs(s ofLIlDA and ofthc Govcnrtncnt'

6. I-BDA will regularly monilor the environmental impact ofthc projcct by carrying out

sbort l.cmt 'with I'roject' assessments in accordance with thc Environmental

Management and Co-ordination Act Dominion will avail such records and data as

,l,ay b" ,"""rrury for such assessments Dominion will also put in place remedial

measures reconunended by the assessments with a view to protecting the environment

as may be required fiom tirnc to time.

l. I-BDA will have the responsibility to ensurc the protection and conservation ofareas

of spccial interest in thc SwamP including any areas considcred of historical

significance by thc comnunity. Dominion will co-operate with LBDA in this task'

2. Any logos and other identification marks on the finished agricultural produce shall

advcrtise the rich diversiry ofLake Victoria Basin'

3. fuce production shall be the main agricultural activity unless determined otherwise by

Dominion. Periodic crop rotation with othcr suitable varieties of crops to maintain

soil fertility and Pest control shall be undertakcn in accordance with good land

Inanagemellt and lnrming practices'

4. ln c()nsideration of providing technical assistance and expertisc and any other

assistance that Domirrion nay require frorn time to time Dominion shall pay LBDA

the followiog amounts conrmencing in 2003:

(r) O -5 years l'hree million shillings (Kshs 3,000'000) por year'

(ii) 5 -10 years 'l}rce million shillings (Kshs'3,000,000) pqr year'

(iiD l0 - l5 years five million slrillings (Kshs 5,000,000) per year'

(ir) 15 -20 ycars Six nillion shillings (Kshs'6,000,000) per year'

(v) 20 -25 yearc Scven million shillings (Kshs 7,000,000) per year'

Lr consideration for the use of the lcased equipment detailed in c!ause AA 7 above Dominion

shail pay LBDA a singlc lump sum and/or advancc amount being the sum of elcven million

shil)ings (Kshs. I I,OOO,0O0). Such sum shall only becomc due and payable within thirty days

of thc signing of this agrccment, thc memorandum of understanding with the Councils and

the SraDt of a licence by the National Environmental Managcment Agency under the

Environnlental ManagemcDt and Co-ordination Act. LBDA shall lease thc heavy machinery

to Doninion at the approved Govemment hourly rates and the sum of KShs l 1 ,000,000 shall

be uscd as a credit against the rental amount. Dominion shall be responsible for maintcnance

aud rcpair of the equipmcnt but shall be under no obligation at the end of thc lease, period to

rcturn rhe cquipment to LBDA in working order. Equally if the cquipment shall haie broken

dorvn bcyond repair or exhausted its useful life before the cnd ofthc lease pcriod, LBDA shall

bc trrclcr oo obliSation to rc-imbursc Dominion. LIIDA undertakcs to use the sum of clevcn

mi)lion shillings (Kshs. l 1 ,000,000) for payment of ratcs and cxtraction of titlc deed to the

Mill ard which amount:

L
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(i)

( ii)

(iii.)

l)ourirrion slrall, for and on bchalfofLBDA trakc dircct payme[t to the Municipality

of Kisunru for all outstandintl rales dues and owing to date being approxirnatcly sevcn

million eight hundred and nincty seven thousand eight hundred and forty one shillings

a,rd t\ryenty cenls (Kshs. 7,897,841i20).

Dorninion shall, for and on bchalf of LBDA, use the balance of the lump sunt being

approximately thrcc million onc hundrcd and two thousand onc hundred and fifty

eiglrt shillings and eight ccr)ts (Kshs. 3,102,158/80) ftrr the purpose of paying all

outstanding dues and owing to thc Govemnlclrt or other authorities for thc purpose of
cxlractil]g a titlc for thc Mill from the Contntissioner of Lands.

LBDA shall usc ils best cndeavours to comply wilh the terms of the Letter of
Allotment and extract a registcred title in tlrc next hryelve rnonths frorrl the date oflhis
agrc,cmcnt.

LBDA acknowledges that it has built vat iorrs houses and ofllces at thc Swamp which

arc Iocated outsidc thc area wltich Dorninion proposes to lease fronr the Councils and

LBI)A warrants lhat it has thc crpacity and authority to lease them to Dorninion.

I-BDA and Donrinion agrcc to enter into tenancy agrcements lbr the houses and

officcs refened to ir clause DE I above for such period, at such rent and ott such

lcnns and conditions as thc p rlies may agrcc provided that LBDA shall at all tinlcs

whcn calculating the rental illcome take inlo considcration thc improvernents and

renovalions thal may have bccn carried out by Dominion. Thc paiies will value the

houscs and officcs in order to dctermioe thc rnonthly rcnts.

'l'his nremorandunr of undcrslanding will bc rcviewed (cxccpt for clpuse CC 4 above)

bascd oD a lime pcriod and/or arca of land under use, to be agrqed upon by bolh

partics. It is proposed that llle time peJiod should be evcry five (5) yoars.

Irr casc of any dispute, thc pilrties shall rcsort to a system of mcdiatioD that is

acccptable to both partics.

In thc cvcnt that one parly wishcs lo tcnninate this mcmorandum of understanding, it

shall give the othcr party a notice of six rnonths. Thosc projects that enranatc fronr

this rDcn)orandunr of undcrslanding and that are in force at the time of tennination of
this rncnlorandunr shall procccd to their dc{crmination if at all rcasonably possiblc

given the prevailing conditions at the limc oftenninalion.

'l'hc parties to this agrecrnenl shall use lheir bcst endcavours to ensurc that the pr(iect

is a success-

t
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Signed by the MANAGING DIRECTOR
OF THE LAKE BASIN DEVELOPMENT
AUTHORITY iu thc Presence of:

Signed by CALVIN BURGESS the duly

auihorised representative of DOMINION
FARMS LIMITED in the Presence of:
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