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CHAIRPERSON'S FOREWORD

'fhis report contains proceedings of the Depaltmental Committee on Finance and National Planning

on its consideration of' Petition No. st) <>l' ectgl by consunrers ol petroleutn and ltetrolettnt llrtlclucts
across the country regarding review of abnormal increment in prices of' petroletrltr and lletrolettnt
products in the countiy u'hich was presented to the Ilotrse by IIon. Stephen Mtrle, MI'(Mattrngtrltr
-Constituency) 

on 2t.tSeptember 2O2t and Petition No. !O of-2O2l l>y Mr. Antotry Manyara and Mr.

John Wangai'seeking to amencl the F'inance Act,20 lti in order to acldress clrastic increase in llrices tll-

petroleum and petroieum products presented to the l{ottse by the Speaker o1'the National Assenlbly

on 2l't September 2o2 1.

While presenting the Petition to the Ilouse, the Ilonottrable Speaker directed that the tu'o l)etitions

(No. SSI and .+o of ql2t) be considered by the l)epartmental Conrnrittee on Iiinatrce and National

Planning and the Committee n'as expected to:

L iable its report in the IIouse rvithin lburteen (r.r,)days in vierv o1'the urgettcy of'the nratter and

in consideration of'the efibcts it has on the populace, notrvithstanding the sixty clays' lleriod
under Standing OrrJer 22i;

q. Attach a clraft Bill to the relnrt lirr the Speaker's approval lbr publication proposing legislative

interventions as sought by the petitioners; and
g. Undertake general ind targeted inquiry to con{irrn n'hether there erist other reasons, bevond

taxation leading to the drastic rise in the cost o1'petroleum products with a vierv to 1>roposing
administrative and legislative nreasures filr addressing those carlses.

The Petitioners prayed that the National Asserlbly through the l)ellartmental (lontmittee on Iiinance

and National Planning inquires into the matter u'ith a vierv to revielr'ing relevant lau's s<l as to carlse a

reduction of the price.s of'petloleurn and petrolettm pt'odrtcts including the VA'f Act, the Inconre'l-ar
Act, the Tax Procedures Act, the Miscellaneous Fees and Levies Act atnong othel' stattttes.

Pursuant to Article lt8(l) (b) of'the Constitution u'hich requires Parliatnent to Ihcilitate ptrblic

participation in the legislative and other business, the Clomrnittee 1;laced an advertiselltel)t in the print
media on Friday, 2.+tli Selttember 2o2 t inviting members of' the ptrblic to l)resent their vieu's ott the

Petitions on'luesday,2Stl,selttember 202t in Mini Chanrber, C)ounty IIall, Parlianrertt Iluildings.'l'he
adr,ertisement also iequesterd members o1'the Public and stakeholclers to sttbmit tnentoranda on the

Petitions. The Cornmittee also inr,ited stakeholders fbr nteetings to cotrsidet' the Petitions via letters

Refl NA/DDC/F-&NP /SOqt/S:l dated 2.3,',r Se1>ternber 2o2t. 'fhe (lornmittee recerived ntetnorantla

from seventeen (tz) stakeholders and members of'the public.

From the submissions receivecl by the Cornrnittee, most stakeholders \\'ere of'the opirlion that the

increase of PDL fbr super petrol and diesel fkrnr KSh.o."trO to KSh. S.to per litle rvas astrononrical and

thus it needed to be revised dorvnrvards. -l'hey also noted that the revieu of Pl)L otrg-ltt to have been

done through a substantive arnendment to the Petrolettm l)eveloltnrent l"trnd Act and not tltt'ottgh

Regulations. In adclition, they subrnitted that the ()overnment shotrld contintte stabilizing firel prices

using the PDL until the international cnrde oil prices go clown. I'ttrther, staheholders noted that the

prices of fuel in Kenya rvere higher than those of-her neighbors u'ithin the [:]ast Afi'ican region rnainly

L".r,,." of higher taxes and levies. 'lhey subrnitted that the high f uel l;rices rvill increase the cost o1'

cloing business in Kenya rvhich rvill inclease the price of'contnrodities in the country and hence lise in
inflailon rate. This is bec:ause oil prices play a critical role in the national econon'ty as prices o1'many

proclucts are often tied in sonre ltart to oil prices either because <ll' oil coml)onents or reliance ot.t

petroleum to mo\,'e the goods. To that extent, as oil ltrices increase, inflation oftett grou's, tlttts
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harming consumer sltending power and eventually causing a negative effect on the country's gross
dornestic product growth.

'lhe Cornrnittee obsen'ed that the fuel price review done by the trPRA on l'4,th September 2o9l was the
highest in the country since price regulations were introduced in December 20lo.'fhe Committee also

obsen'ed that landing costs account for more than .tr6%, taxes and levies account for about 4o%, gross
rnargins account firr altout l0%, storage and distribution costs account for about 3o/o anr] demurrage
costs account fbr less than lolo of'the price of firel.

The Committee also obsen'ed that the Petroleunr l)evelopment Levy Act, l99t which put in place the
Pl)L does not clearly elaborate on the purpose of the Fund, the formtrla fbr determination of the Levy
and its utilization. The Petroleum I)evelopment liund as contained in Section + of the Act is not
sltecific as to the purpose o1- the fund and only targets development of'common facilities for the
distribution or testing of'oil prodrrcts and for matters relating to the development of'oil industry. This
pn'ision is ambiguous and is sub.iect to abttse.

In addition, the frameu'ork under u'hich the Levy is apportioned to OMCs to cover the margin of fuel

prices is also not clear and this may raise issues o1'accountability and transparency in implementing
the subsidization and compensation Iirnction of the Levy. The Cornmittee hrrther observed that Section
.9 o1'the Petroleum Development Levy Act, 19t)t gives the Cabinet Secretary discretionary powers to
vary orclers relating to I)DL. ()iven the financial impact this r,ariation may have, there is need to
l'emove these discretionary powers lrorn the Cabinet Secretary. The House should be given an

opyroltunity to debate the levies rvith either to approve or rejected. fhis should not be left to the
Committee on Delegated l-egislation to approve rvithout reverting back to the I-Iouse after scrutiny.

The Committee is gra teful to C)lfices of'the Speaker and Clerk of the National Assembly for the
logistical and technical s

thank the Petitioners fbr
accorded to it during its sittings. The Committee further wishes to

provided to the Co
to the Honorable
contributions

Hon. Gladys

ming up u'ith the Petitions and stakeholders fur the information that they
which forms part of'this report. Finally, I wish to express my appreciation
rs o{' the Cornmittee and the Committee Secretariat who made useful

preparation and production of this report.

m
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PART ONE

I PREFACE

I.I ESTABLISHMENT OF THE COMMITTEE
l. The Departmental Comnrittee on F'inance & National I'lanning is one of'the lifteern l)ellarttrtental

Commiitees of the National Assembly established under Standing Order 216 s'hose mattdates

pursuant to the Standing Order 216 (5\ are as fbllows:

l. To investigate, inquire into, and report on all matters relating to the mandate,
management, activities, administration, operations and estimates of the assigned

ministries and departments;
To study the ltrogramme and policy ob.jectives of'Ministries and departlnents and the

effectir,eness of' their implementation;
-fo study ancl revierv all the legislation refbrred to it;
1'o study, access and analyz.e the relative success of'the Ministries and departnrel)ts as

measured by the results obtained as compared rvith their stated olr.iectives;
'I'o investigate and inquire into all matters relating to the assigned Ministries ancl

departments as they rnay deem necessary, atrd as may be refL'rred to thenl by the I lottse;

To r.et antl report on all appointments rvhere the Clonstittttion ot' any lau' rerltrires the

National Assembly to approve, except those under Standing Order No. 2o'1 (Conrrnittee
on appointments);
To examine treaties, agreements and conventions;
To make rel)orts and recornmendations to the flouse as often as possible, irlcluding
recomrnendation of proposed Iegislation;
To consider reports of Commissions and Independent Oflices strbrnitted to the Ilottse

pursuant to the proYisions of'Article 251 of'the Constittrti<)n; alrcl

To examine any qLlestions raised by Melnbers on a matter u'ithirt its tttatrdate.

Natkrnal Treasttry and I)lanning
State De1>artmelrt firr Devoltrtion
Comrnission on ll.evenue Allocation
Office of'the Controller of'Budget
Salaries and Ilemrrneration Cotrtmissiot't

lll.
iv.

vi

VII
viii

lx

x

r.2 MANDATE OF THE COMMITTEE
2. In accordance l.ith the Second Schedule 9l'tfue Standine Orders, the C]otntnittee is ntandated to

consider, public finance, monetary policies, public dellt, linancial instittrtions (excltrding those in

securities exc,hange), investment and divestiture policies, ltricing ;tolicies, banking, insttrattce,

population revenue ltolicies including taxation and national 1>lanning and develollrnent.

s. In executing its mandate, the C<lmmittee oversees the fbllorvil)g govet'nr"nent Ministries and

departments:

l.

ii.
ii i.

ir,.
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I.9 COMMITTEE MEMBERSHIP
.'1. 1'he Departmental Cornrnittee on Finance and National Planning was reconstituted by the House

in.luly, 2o2o and comprises of'the lbllowing Members:
Chairperson

Ilon. Gladys Wanga, CBS, MP
llornabay County

ODM Partv

Vice-Chairperson
[Ion. Isaac W. Ndirangu, MP

Roysambu Constituency
Jubilee Party

I{on..lirnrny O. Angwenyi, MOH, MP
Kitutu Chache North Constituency
Jubilee Party

Members
ODM Partv+

I Ion. Christopher Omulele, CBS, MP
Luanda Constituency
ODM Party

I lon. .loshua Kandie, MP
Baringo Central Constituency
MCC Partv

['lon. Shakeel Shabbir Ahmed, CBS, MP
Kisumu liast Constituency
lndeoendent Member

I Ion. Stanley Muthama, MP
Larnu West Constituency
MCC Partv

Hon. Daniel Nanok, MI)
'l'rrrkana West Constitrrcncy
Jubilee Partv

Ilon. Edith Nyenze, MP
Kitui West Constituency
\MDM-K

FIon. (Dr.) Clhristine Ornbaka, MP
Siaya County
ODM Party

I-Ion. Catherine Waruguru, MP
Laikipia County
Jubilee Partv

IIon. Andrer,l' Ohuorne, MP
Karachrronyo Constituency
ODM Party

FIon..lames Gichuhi Mu'angi, MP
-I'etu Constituency
Jubilee Partv

IIon. David Mboni, MI'
Kitui Rural Constituency
CCU Party

IIon. (Prof) Mohamud Muhamed, MP
Waj ir South Constituency
Jubilee Partv+

IIon. Peter Lochakapong, MP
Sigor Constituency
Jubilee Partv

Ilon. Francis K. Kimani, MI'}
Molo Clonstituency
Jubilee Party

Hon.Joseph Oyula, MP
Butula Constituency

I Ion. Qalicha ()ufu Wario, MP
Moyale Constituency
Jubilee Party
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r.4 COMMITTEE SECRETARIAT
5. The Committee is facilitated by the following Secretariat

Ms. Leah W. Mwaura
Senior Clerk Assistant/Head of Secretariat

Ms. Jennifer Ndeto
Principal Legal Counsel t

Mr. Josephat Motonu
Senior Fiscal Analyst

Mr. Chelang'a Maiyo
Research Officer II

Ms. Christine Maeri
Audio Officer

Ms. Laureen O. Wesonga
Clerk Assistant II

Dr. Benjamin Ng'imor
Senior Fiscal Analyst

Mr. Luka Mutua
Serjeant-At-Arms

Ms. Hannah Mwangi
Intern
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PART TWO

2INTRODUCTION

2.I PETROLEUM PRICING REVIEW IN KENYA

6. Petroleum pricing in Kenya is done in accordance with the Energy (Petroleum Pricing)
Regulations, 20lo (Legal Notice No. 196 of eoto).

i. The Regulations task EPRA to set maximum retail prices for Super Petrol, Diesel and Kerosene by

location on the l4,tl, day olevery month. In setting the prices, EPRA uses a formula that takes into

consideration the importation cost of fuel, freight, local transportation and storage costs,

government taxes and profit margins for oil marketing companies. This formula has been in

operation since December 2olo.

8. There are 5 components considered in the EPRA fuel pricing formulae:

(i) Landing costs which is the weighted average cost (per product) of imported Super Petrol,

Diesel and Kerosene.

(ii) Taxes and levies which includes Excise Duty, Road Maintenance Levy, Value Added Tax,

Petroleum Development Levy, Import Declaration Fees, Railway Development Levy,

Petroleum Regulatory Levy, Merchant Shipping Levy and Anti-Adulteration Levy.

(iii) Gross margins which are the oil marketing companies (wholesale and marketing) operation

costs and profits
(i") Storage and distribution costs which include cost of transportation of fuel lrom the Port of

Mombasa to the various petrol stations.

(u) Demurrage costs which are charges levied by a shipping line to the importer due to delays

in unpacking of goods while the ship is at the port.

Table 1: Breakdown of Retail Price by Components, September 2o2l

Component Super Petrol Diesel

KSh./litre

Kerosene

KSh./litre %o of
total

44.io/o

43.2o/o

9.2o/o

2.4o/o

o/o of
total

46.5o/o

39.io/o

lO.io/o

2.5%

KSh./litre o/o of total

Landing Costs

Taxes and Levies
()ross Margins
Storage and

Distribution
Costs

Demurrage Costs

Retail Price
(Nairobi)
Source: EPRA

60.35

58.8 r

t2.s9
3.ti

53.i8
.15.86

r2.36

2.90

54.64

40.20

12.36

2.88

o.74

r ro.82

49.3o/o

36.3o/o

l7 .9o/o

2.60/o

O.6Yo

lOOo/o

o.69

134.72

O.5o/o

lOO.Oolo

o.70

r 15.60

O.60/o

lOOo/o
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9. The landing costs and taxes and levies have the largest contribution to the ltt'ices across all the lt

tyltes of'fuel (super petrol, diesel and kexrsene). A breakdorvn of'the fuel ltrices indicates that

landing costs accounts for more than *5%, taxes and leviers account lbr ntore than 35%, gr<>ss

margins account lbr about lO%, storage and distribution costs acc<ttrnt fbr allout 2.57o rvhile

demurrage costs account fbr about o.o%.

to. -fhe landing costs have had the most variations in the past two years and are one of'the signilicant

contributors to the recent rise in lirel prices. Its variation is largely cattsed by the changes in Brent

crude oil prices. The COVID-19 Pandemic led to a significant drop in international crttde oil prices

due to reduced dernand fbr fuel and the lou'est prices rvere u'itnessed in April ztleo. Ilowever',

management of COVID-19 Pandemic and subse<pent relaxation ol'restrictions in most cottntries

also led to an increase in demand fbr Iirel. 'l-he trvo ellbcts led to a gradtral increase in the

international crude oil prices which had a direct impact on price increases ftrr landing costs. At the

same time, the Organization ol'Petroleum (-'orrntries atrd Russia and othel oil ltrodttcers (OI'tiC+)
have not increased production to pre-COVID-ts-t levels to match the grorving dernand.

ll. A breakdown of'the taxes and levies indicate that excise dtrty, VAT, RML ancl anti-adttlteratiott

levy have the most significant contributions. Iror super lletrol, its largest taxes and levies are the

excise duty (sS%), the RML (st'/r) and the VA'f (17%). I"or diesel, its largest taxes and levies are

the RML (so%), the excise dty (eso/o) and the VA'f (17%). I'-ol Kerosene, its largest taxes and

levies are the anti-adulteration levy (+s%), the excise duty (es%) and the VA'f (ts%).

t2. The monthly review rvas done en 1,1th September 2o2l resulting to the highest lirel prices in Kenya

in the recent past. It is expected to last fbr the period t5tl'septenrber to 14th Oclobsr 2o2t. With

the or,erall year on year inflation rate as nleasured by the (lonsrttner Price Index hitting ()'.57 per

cent, in August gO2t, \t is expected that the price o{'tt.tost cotttttrodities uill be aditrsted to tnatclt

the fuel price change thereby worsening the situation.

2.2 OVERVIEW OF THE PETITIONS
13. Prrrsuant to Standing Order 227, Petitions No. 39 o!-2oql and No. +0 o1'2o21 \\'ere comntitted tt>

the Departmental Committee on Finance and National l'lanning <ln'l'tresday 2l'r Selttember 2o2l.
The petitions were praying fbr the intervention o1'the National Assembly to address ther high
increase in fuel prices follorving a revieu' done by Energy Petroleunt Regtrlatory Atrthority
(EPRA) on l.trth September 202 l. 'l-he specific details of the Petitions are as lirllou's:

q.e.t Petition No. 39 of QO2t Regarding Review of Abnormal Increment in Prices of Petroleum
and Petroleum Products in the Country

t+. Petition No.99 <tf ZOqt by consurners of-lirel and other petroletrm prodttcts across the country uas
presented to the llouse by Ilon. Stephen Mule, MP (Matungtrlu Constitrrency) on 2l't Septentber

2021.

r5. The Petitioners dreu the attention of'the IIouse to the lbllorving, -l'FIAl'-
i. FIPRA and the Ministry of'F)nergy acted excessively and insensitively in the recent historic

increase of petroleunr ltrices by betrveen KSh. ; and KSh. l2 and failed to safe'guard basic

rights of Kenyans by ignoring the dire economic struggles that bedevil nra.iority of'lorv-
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lll.

IV

Vl.

vtl.

VlIt.

inconre earners who live below the poverty line and are still recuperating from the shocks of
COVII)-tg;
the high fuel prices have infi'inged on the right of' every citizen to move freely by
occasioning restrictive fare hike in prrblic service vehicles such as'motatus', buses,'bodaboda',

rnotorbikes and taxis;
Kenyan citiz.ens har,'e f urther been denied rights to adequate fbod of acceptable quality due

to prohibitive cost of transportation ll-om the production points to markets and homes and

are therelole sub.jected to hunger and risks o1'starvation which infr-inges on their right to
life contrary to Article 26 of'the Constitution in addition to fhcing the prevailing drought
and fhrnine in ser,eral parts of'the country;
costs ol medical services have skyrocketed beyond the anticipated parameters of universal
health care programme on account o{- rising energy costs, while t}re over burdening taxes
on fuel and other petroleum products has contributed immensely to job cuts that have led

investors to shilt to neighborinpJ countries having favorable trade incentives;
it is ironical and illogical fbr the ()or.'ernment to set fuel prices at higher rates than
neighboring countries including Ru'anda, Bumndi, Ethiopia, Somalia, Eritrea, Tanzania and
Uganda some of which are land-locked and hence import their fuel through Kenya;
skyrocketing ener€Jy costs in the country are reversing the initial gains that had been

realized under the Government's [iconomic StimulLrs Programme and the Big Four Agenda,
and are a clirect result of wastage of taxpayer-s'money that occurs in every five-year cycle;
ellbrts by citizens through various groups and institutions to have this escalating energy
costs ltlaced under control by the National Ciovernment hal'e been futile; and
the matters raised in this Petition rvith regar"d to review of' the abnormal fuel price
increment ranging fi'om KSh. 7.58 fbr super petrol, KSh. ;.g+ Ibr diesel and KSh. 12.91 for
kerosene al'e not pending in any court of law in Kenya.

16. The Petitioners prayed that the National Assembly through the Departmental Committee on
Energy:

i. Conducts a ptrblic inquiry on reasons behind the high prices of petroleum products in Kenya
including I-iquefied Petroleum Gas that include the importation process, overhead refinery
costs l)er litre/per barrel, volume of'exported crude oil mined Iocally and amount of revenue
collected fi'orn petroleum products;

ii. Urgently rer.ieu, relevant laws so as to cause a reduction of the retail prices of petroleum
and petroleum products including the Value Added Tax Act, the Income Tax Act, the Tax
I'rocedures Act, the Miscellaneous Fees and Levies Act among other statutes;

iii. Causes the relevant state agencies and regulatory-making authorities to review the relevant
regulations relating to petroleum products r.r,ith a view to reducing the retail cost of
petroleum and petroleum products including LI'G;

ir'. Considers annulling the relevant petroleum related regulations until such a time when the
regulation-making authorities comply with a view to bringing dorvn cost of fuel in the
country; and

\'. Makes any other recommendation or legislative intervention aimed at reducing the retail
price of'firel and LPG.
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q.g.g Petition No. 40 of 2O2t to Amend the Finance Act, 2ol8 in Order to Address Drastic
Increase in Prices of Petroleum and Petroleum Products

t7. Petition No. 4o of 2,o"2t by Mr. Antony Manyara and Mr. John Wangai seeking to amend the

Finance Act, 2Ol8 in order to address drastic increase in prices of'ltetroleum and petrolettm
products was presented to the Flouse by the Speaker of the National Assentbly on 21't September

2021.

t8. The Petitioners drew the attention of the Flotrse to the fbllowing, THAT-
i. passage of'section t3 of'the Irinance Act, 2Olu u'hich amended section 5(Z) o1'the Valtre

Added Tax Act,2Ot3 introduced a Value Added -lax of 8% on petroleum and petroletrm
products which had previously been tax exempt. This taxation rate $as pegged on taxable

value of petroleum and petroleunt products exclusive ol' Excise I)trty, fbes and other
charges;

ii. all taxpayers and consumers ol'petroleum products have been affected directly or indirectly
by the draconian policy/Act; and

iii. the issue raised in the Petition is not pending in any court of'larv or alty other constitutional
or legal body.

t9. The Petitioners prayed that the National Assembly through the Departmental Committee on

Finance and National Planning repeals sec:tion l:l of the Iritrance Act,2Olu which placed VA'f at

the rate of 8o/o on the goods listed in Section Il, Part I of'the liirst Schedule to the Value Added 'fax

Act, 2013. Amongst the goods were petroleum oils and oils obtained fr-om bittrminous minel'als,

crude, motor fuel, spirit and kerosene-based jet fuel, illuminating kerosene, natural gas in Saseous
state e.t.c.
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PART THREE

9 PUBLIC PARTICIPATION/STAKEHOLDERS CONSULTATION
Zo. The Committee commenced its inquiry into the Petitions by placing an advertisement in the local

dailies 6p g4th Septernber 2021 and sending invitation letters to specific stakeholders vide letter
Refi NA/DDC/I;&Nl>/q,oqL/qS dated 23,'d September 2o2r. The advertisement sought for
memoranda frorn the public and stakeholders. The public participation meetings were held on 2Sth

2pd 2<;tlt September, 2o21.

st. Follo$'ing the call fbr memoranda and meetings, the Committee received both oral and written
subnrissions fi'otn the following stakeholders:

i. Energy and Petroleum Regulatory Authority
ii. Kenya Pipeline Coryroration
iii. Ministry of'Petroleum and Mining
ir'. National Treasury and Planning
v. Kenya Revenue Authority
vi. KenyaAssociationolManufactrlrers
vii. Kenya Prir,ate Sector Alliance
r.'iii. Petroleum lnstitute ol-East Africa
ix. Mr. Ernest Muriu
x. Mr. Njoroge Waweru
xi. Eng. Lawrence Oloo
xii. Hon. Stephen Mule, MP
xiii. Mr. Duncan Otieno Ogwang
xir'. Mr. Martin Kiboi
xv. Kenya Civil Society Platlbrm on Oil and Gas
xvi. 'fripleOklarv l,LI'
xvii. Muslinrs lirl l{rrman Rights
xviii. Kenya Petroleum Distributors Association

-I'he stakeholders submitted as fbllows:

9.I ENERGY AND PETROLEUM REGULATORY AUTHORITY
'fhe Director ()eneral trl'ItA, Mr. Daniel Kiptoo appeared before the Committee on Tuesday, 28tl'
September 2021. He submitted as follorvs on the Petitions, TIIAT-

2Q.1-he computation of' petroleum pump prices is undertaken in accordance with the Energy
(Petroleum Pricing) Regulations, 20lo (Legal Notice No. 196 of eotO). The computation takes into
acc-ount the fullou'ing key cost comp(>nents: 'fhe landed cost which is the weighted average costs
(per product) of- imported Super Petrol, Diesel and Kerosene; Storage and distributions costs;
()ross margins; and applicable taxes and levies.

23. During the period October 2o2o to September 2O21, the average landed cost of imported Super
Petrol increased by aa.Sio/o fiorn KSh. 36.23 per litre to KSh. oo.ss per litre, that of Diesel
increased by 58.98% from KSh. 33.89 per litre to KSh. 5.3.88 per litre while that of Kerosene
increased by ii.85% from KSh. 30.61 per litre to KSh s+.++ per litre.

24.. In August 2021, FIPRA reviewed the storage and handling cost attributable to KPC from US$ 5.18

per cubic nretre to USg 9.59. 'fhis had the eflbct of reducing storage and distribution costs of the
pump lrrice of Super Petrol by 0.63%, Diesel by 2.360/o and Keroseneby 1.37o/o.
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25. The petroleum pump-pricing fi'amervork in Kenya uses a cost-plus fbrmula. 'fhe ptrmp price ts

therefore a summation of the product cost, actttal supply chain costs, mat'gin, lel'ies and taxes. The
costs factored in the pump pricing formula were validated in 20lu throtrgh an extensive Cost o1'

Service Study in the Supply of Petroleunr Products. fhe petroleum putnp pricing process has split
the supply chain costs into distinct supply nodes comprising of- the ltroclttct cost. 1tt'inlal'y storage

costs, primary transportation costs, secondary storage costs, secondary transportatitln costs,

wholesiling costs and retailing costs. 'lhe segregation ensures tt'ansparency and efliciency dtrring
the pricing process.

26. Super Petrol, Diesel and kerosene are sub.iect to the {bllou'ing taxes and levies: Excise Dtrty'l'ax;
Road Maintenance Levy; Petroleum l)evelopment Ler,'y; Petrolettm Regtrlatory Le'l'y; Railrvay

Development Levy; Anti-Adulteration Levy; Merchant Shipping Ler,'y; Import l)eclaration Fee;

and Value Added'l'ax. The mandate of collection and disbursement ol'ltetroletlnt taxes and levies is

a preserve of the National 'freasury u'ith the exception of the Petrolettnr Regulatory I-evy that

funds operations ol' EPRA.

27. The price of petroleum and yretroleum products is higher in Kenya cotnllared to her East Afiican
Region neighbors mainly on account of taxes. 'fhe table lrelorv shows the cornllat'ison of'ptrmp
prices in Nairobi and other cities in the region:

Table 2: in Nairobi and oth.er cities in lh.e

28. The taxes on petroleum and petroleum products are higher in Kenya c<lmltared to other cotlntrles
in the East Afli'ican Region. 'fhe table belou' sholvs the compat'ison of'1;ett'olettm taxes in the region

in September 2o2r.

Table 3: Com r$oil 0 m ta.res h tlrc nasalSe ember 2O2l

Sept.2O2lJuly 2O2r Aug.2O9lMonth
KSh./LitreKSh./Litre KSh./LitreCityProduct
t3 \.i212i.1.t tZi.t-rNairobi (Stabilised/ Publ ished)
t3.r.i2130.99 I 11.1.. ti INairobi (Actual)
t29.,li12L.36 r26.29Kampala
I I t1..15I I fJ.,trir l 18..15Kieali (Subsidised)
l2 I .8.1,115.28 I l7.ti6Dodoma

Super Petrol

I15.60107.6(i 107.66Nairobi (Stabilised/Publishecl)
I15.60I I ir.56 I I n.35Nairobi (Actual)
I1.1.76I lo. l8 I I l.rigKampala
I t.t.i 5t t.1.i 5 1t+.i 5Kisali (Subsidised)
I I 1..97106..39 ro9.52Dodoma

Diesel

I lo.u297.8i-r 97.ri5Nairobi (Stabilised/Published)
l lo.riz10.1,. I 7 I 10. 12Nairobi (Actual)
1(o2.i I1O,t.06 102.itiKalnpala
i6.2168.0.1, (;n.o.1,Kisali (Subsidised)
l06.8llo 1.99 105.9 rDodoma

Kerosene

Diesel KeroseneProduct Super Petrol
KSh./Litre KSh./LitreKSh./LitreCountry
,\6.+6 I'1. 14Kenya 58.8 r

35.1 9 9.3+Uganda .+5. l6
3i.26 3.\.1t.+3.2rTanzania
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2f). The nature of the oil market is that it's cyclic, there is lroom, bust cycle. The Authority in
coniunction rvith the Ministry of Petroleum and Mining has developed the Petroleum (Petroleum
Consolidated Irund) Regulations,2O2t and the Petroleum (Strategic Stocks) Regulations,gO2l that
are meant to ensure rnaintenance of strategic stocks in the country. Petroleum strategic stocks can

help cushi<ln the country fi'om the shocks of'escalating and de-escalating prices in the international
markets.

.9o. 
-l-he Authority has also developed the Petroleurn (Petroleum Development lrund) Regulations,
zog I that will pror.ide a more robust go\.ernance fi'amework to administer the process of pump
price stabilization.

3.3 KENYA PIPELINE CORPORATION
'I-he Managing l)irector KPC, Dr. Macharia Irungu appeared before the Committee on -luesday, 28tl'

September' 2o2r. lle subrnitted as fbllorvs, TFIAT-

31.'I-he approved KOSI.'/KPRL tarifl.set by EPRA eflective l't Auppst 2O9l reduced the import
handling and storage fees fi'orn 5.lug/m:tto 3.59$/m3 ftrr FY 2O2l/22 translating to 3lo/o

reducti<ln.

32. Besides the storage fbes, Kenya Pipeline Company only contributed an additional cost of KSh. o.ot
per liter attributed to ltipeline losses which translates to 0.ol% of the pump price.

.93. The road transport bridging component rvhich rvas previously factored into the price builder to
compensate transportel's for trucking firel products fi'om Mombasa to Nairobi was removed with
the comrnissioning of'the Mombasa-Nailobi pfeline.

g+. KPCI has taken the followinfl rneasures to reduce operational losses along the pipeline: daily depot
and line stock reconciliation; continuous right of rvay surveillance both ground and aerial patrol;
inline inspection o{'line 5 which is at an advanced stage, line 4 & o work in progress and line z & g

at procrlrement stage; continuous calibration of measurernent eqttipment; trpgrading of SCADA, to
be irnplenrented in l-Y ,2ozt/gg;and implementation of leak detection system in FY 2o2t/22.

3.4 MINISTRY OF PETROLEUM AND MINING
'fhe Principal Secretary lbr the Ministry of Petroleum and Mining, Mr. Andrew Kamau appeared

befirre the Committee on Wednesday,2f)tl,september 2O21. He submitted that change in legislation
has aflbcted fuel prices as fbllou's:

Excise Duty
35. Amendment to the Excise I)uty Act on I't December 2Ol6 changed the Excise Duty on diesel fi'om

KSh. s.g.t+ per litre to KSh. lO.3o5 per litre; the Finance Bill,2ol6 introduced Excise Duty on

kerosene at the rate of-KSh. u.zoS per litre; Legal Notice No.239 of sotg which was enacted on
I ltr,Decentber 2olti revised lixcise Duty on super petrol from KSh. 19.505 per litre to KSh. 20.519,
that on diesel fr-om KSh. to.go5 to KSh. lo.84l and that on kerosene from KSh.7.205 to KSh.

7.580; Legal Notice No. 2.1,o of gOt8 which was enacted on.9"l December 20l8 revised trxcise Duty
on srU)er perrol f,r'om KSh. go.5l9 per litre to KSh. 19.505, that on diesel from KSh. 10.84,1 to KSh.

lO.SOrl and that of kerosene fi'orn KSh. 7.580 to KSh. z.zoS; amendments made to the Act on 9th

Jrrly ZOlo adjusted [.]xcise Duty on super petrol, diesel and kerosene by an additional 5.15o/o; and

amendments to the Act on l't October 2O2O ad.iusted the rate of'Excise Duty on super petrol, diesel

and kerosene by an additional '\.9'lo/o.
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Road Maintenance Levy
36. Amendments to the Road Maintenance Levy I"und Act, 191)3 enactecl on l lrl'.ltrrte 2Ot5 revised the

Road Maintenance I-evy on super petrol and diesel llorn KSh. tl per litre to KSh. l2 per litre; and

the amendment enacted to the Act on 13tl'.luly 20l(i revised the Road Maitrtenance Levy on stlper

petrol and diesel from KSh. 12 per litre to KSh. ts perlitre.

Petroleum Development Levy
.97. Amenclment to ihe Petroleum Development I-evy Order', lf)92 enacted on lotl' .luly 2o2o increased

the Petroleum Development Levy on super petrol and diesel {i'om KSh. o.'trO pel- Iitre to KSh. S.'l<l

per litre.

Petroleum Regulatory Levy
38. Amenihneni to the Energy (Petroleurn Regrrlation Levy) Order, zoou enacted on .3otl' October

20l4 revised the Petroleum Regulatory Levv on super petrol and kerosene fj'on-t KSh. rl.tlS ller litre
to KSh. o.l2 per litre and that on diesel fiom KSh. o.o+ per litre to KSh. o.l2 per litre; and a

subsequent amendment on 2otl'.lune 2OtS changed the Petrolertnt Regtrlatory Le'i'y on stlper

petrol, diesel and kerosene Iiom KSh. O.l2 per litre to KSh. O.25 per litre.

39. He stateci that the ()overnment has been utilizing the Iunds ll'om the Petrolettm I)evelopment
Levy Fund to cushion consumers fi'orn high petroleutn punrl) pt'ices since r\pril 2o2 l. I']rice

stabilization was implemented in the pricing cycle starting lirtl'April ZOzl and the disbttrsenrents

to OMCs on account of petroleum stabilization have been KSh. 8,(i7'1,,6u.3,'1,.r.rti.62.

9.5 KENYA ASSOCIATION OF MANUFACTURERS
-fhe Kenya Association of'Manulhcturers was lepresented by Mr. Job Waniohi u'ho alryeared llelbre

the Committee on Tuesday, 2Stl'September 2o2t. He sublnitted as fbllou's,'flIA'l'-
-[o. Fuel prices in Kenya are mainly driven by the fbllorving lhctors: internatiottal crtrde oil price;

exchange rate; ffovernment policy (taxation); ancl retnoval of stabilization ntechanistns in

September 2o21.

4,1. EPRA is required by law to compute maximunr u'holesale and retail prices fbr diflbrent petrolettn-t

products that should be in force each month. In their opinion, the lbrrnula ttsed by FIPRA is
working because: the Open 'lender System optimizes strltply sourcing in Kenya; it regtrlates the

margins of'oil marketing coml anies, it protects 'lI'anjiki by enstrring tl'ansparency in pricing
structure and assurance of'pricing prediction; and security ol'sultply to the lvhole cotlntry.

42. Business olterations har,e been alfected as lbllou's due to increase in the price of fitel: s<lme lirels e.g.

kerosene are a direct inltut fbr manufhcturers.'I'he nranufhctttt'et's are strtrggling to compete u'ith
imports from trgypt. It has also increased the cost transportation u'hich has increased the cost of'

doing business in Xenyr. The increased cost of'production has been passed on to consttnrers and

this has led to a decrerase in demand fbr nlanufhctured goods.

as. The increased fuel prices rvill increase inflation in the econonry hence wealten Post COVII)-19
recovery of businesses and the econorny. It lvill also increase risks of'ltalance of llaynrent becattst'o1'

continuld rveakening of the Kenya shilling and the rising crude oil prices in the international
markets which are expected to reach pre-C)OVID-19 Pandenric levels in eat'ly 2022.
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+.1.. KAM proposed the lbllowing measures to adclress the current volatility in lirel prices:
i. Petroleurn price stabilization: a l'egulatory framervork to streamline the petroleum

stabilization fund should be put in place and the Government should continue with fuel
price stabiliz.ation.

ii. Revieu'of petroleum taxation regime: remove 8% VAT on petroleum products; zero-
rate VA'I- on LP(); and have inllation adjLrstment every two years to allow the market
to stabiliz.e.

iii. Kenya should harmonise its taxation regime on 1;etroleum products to create parity or
ensur-e hrel prices are lou er in Kenya than in other trAC partner states.

ir'. Coupled u,ith stabiliz.ation Iirnd, review of-the lbrmula to be carried out after a fortnight
instead of'nronthly.

3.6 KENYA PRIVATE SECTOR ALLIANCE
'fhe Kenya Private Sector Alliance was represented by Mr. Patrick Lavince who appeared before the
C-.onrnrittee on'fuesday, 28tl' September 2o2t. FIe stated as follows, THAT -
+5. The price of fuel is determined by the fbllou,ing factors: a composite of factors e.g. international oil

prices, tr-ansport and storage costs, taxes, levies, distributor margins e.t.c.; increase in fuel prices in
the international market; withdrarval of'the stabilization fund; and the exchange rate.

,t6. fhe 1>ricing fbrrntrla is effective to the extent that it ensures there is stability and predictability of'
Iirel prices hou,el'er, it is not elfective in the pricing fornrula because taxes account for more than
-!io/o of- the total price.'fher-e is need to embed the stabilization fund in the pricing formula so that
it is clear u'hen it can be used.

.17. Increase in firel prices inc:reases the cost ol'production and the costs are passed down to the final
consumer leading to an increase in the price of commodities. This makes the commodities
uncompetitive in the local market, regionally and internationally thus hurting businesses and the
econonry.

48. 'fhe high firel prices are likely to increase the cost of living and slowdown ol'economic activities
and increase the cost ofmoving goods across the country due to increased transport costs.

49. In order to address the high firel prices, the current pricing fbrmula should be reviewed to remove
sonre of the taxes including VAT and reduction of excise duty since firel is a basic commodity; price
revierv should be done fbrtnightly instead of' rnonthly; and the stabilization fund should be

reintroduced to be included in the pricing fbrmula.

3.7 PETROLEUM INSTITUTE OF EAST AFRICA
'I'he ()eneral Manager I']IEA, Ms. Waniiku Manyara appeared before the Comrnittee on Tuesday, 28tl'
September 2o21. She submitted as fbllorvs,l'f lA'f-

50.'fhe recent increases in petroleum and petroleum products have lreen caused by increased crude oil
prices; u'eakening of the Kenya Shilling; taxes and levies and lifting of the fuel subsidy.

5t.'fhe current pricing fbrrnula is at least cost, transparent and competitive procurement system.
Ifr>rvever, there is rnisalignment of compensation of'oil marketing companies' margins where
return on investment and inflation are not put in consideration. I)eferred margins on account of
subsidization has adversely impacted cash flow and working capital for OMCs.
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52. The increase in prices o1'fuel has led to dLrmping and illicit trade and loss o1'business li'om cheaper

products from neighboring countries; reduced purchasing power; adverse impact on working
iapital and financing costs fi'om the administration of the ftrel subsidization ltrnd; and ttndue

pressure on OMCs cash flows, rvorking capital and financing costs undermines viability of'existing
investments and dis-incentivizes fLture capital investments and diversification.

53. In order to address the high firel prices, PIEA prol;osed that:
i. Predictability of' fluel prices should be salbguarded throtrgh completion ol' the draft

National Tax Policy vr,hich rvill pror,ide guidance on the country's fiscal polic:y;

ii. Defer the inllationary ad.iustments on excise duty for petrolettm and petroleum

products; and
iii. Reinstate the zero rate on LP(].

9.8 MR. ERNEST MURIU

Mr. Ernest Muriu appeared belbre the Committee held on Tuesday,2tith September 2o2r. Ile
proposed several amenclments including Excise Dtrty Act,20l5; Valtre Added Tax Act,90l5; and the

Petioleum Development Fund Act, tstgl to address the high lirel prices crisis. IIe rec:otntnended as

follows, THAT-

The Excise Duty Act,2Ol5
5+. The Excise Duty Act, 2Ol5 should be amended in Paragraph t, Part I ol'the First Schedule as

follows:

'fable 4.: Prcposed amendments to Paragraph l, Part t oJ'the I"irst Schedule kt the li.rcise Duty lct,20l(;

TariffNo. Tariff Description Rate

2i to.r2.lo Motor Spirit (gasoline) regular per lOoOl (cD,zttdegC. Shs. 19,5o5.0O

2i to.12.20 Motor Spirit (gasoline) premittm loo0l (a) zodegC Shs. l{),8f)5.0o

2i to.r9.22 Illuminating Kerosene per loool @ z<tdegC. Shs. 7,205.00

271O.19.31 Gas Oil (automotive, light, amber fbr high speed

ensines) per lo0ol (r)zodegC
Shs. 10,305.0o

211O.19.32 Diesel oil (industrial heavy, blach fbr lou' speed

marine and stationer.y engines) per roool (.r 2odegC
Shs. 3,70O.0o

58. Amend the pror,iso after sub-paragraph Z of' Part t of' the [']xcise l)trty Act to read as fbllows:

" Proaided that the i1flattrn adjustment under this paragraph shall nctt appfu to the rate oJ' Ii.rcise Dut1t

specfied ht the table in Paragraph t for Motor Spirit (gasoline) regular per towl @ zrtdegC, foIotrtr Spirit

(gasolurc) premium per toool @ zctdegC, Illuminating Kerosene per IOOOI @ zttdegC, Diesel Oil

(industrial heauy, blackfor loz.a-speed marine and slatione4, engines) per t oool @ zttdegC' .

The Value Added Tax Act, 2ol9
56. No amen{ment should be ellected to the VAT Act in respect to petroleum and petroleum 1>rodttcts.

Petroleum Development Fund Act, l99l
57. The Petroleum Development Fund Act, 19.91 should be amended by deleting section .9 and

substituting it as follows: "(t) Petroleum Deaelol>ment Lea.y shall be charged on all petroleum.fuels

consumed irt Kenya at the rate specfied in the F-irst Schedule inJbrce at tlte time the liability arises; (z) 'llrc
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Petroleum l)eaeloprnent Leqt is to be collected b1 the Commissioner; (s) The Minister may make a petroleum

deaelopment lez4, order setting proaisiorts as to the euidence b.y which a person's liabtlity to the letry or his

discharge of that liabtlitl, ma.y be established, and as to the time at uthich any amount payable fu wry of lery

shall become due and manner in which it shall be recoaered by the Commissioruet; and a person whofails to

comply raith any proaisions of a petrolettm developrnent leul order shall be gtiltl of an offence and liable to a

.fine not etceedingfifty thousand shillings or imprisonmeilfor a term not etceeding one year or both".

Sfl. The Petroleum Development Fund Act, l99t should be amended should be amended by inserting
the lblloiving First Schedule to the Petroleum Development Fund Act, l99l in order to regulate
the levy imposed under the Act:

Table 5: amendment to the Petroleum Fund A 1991

Rate of Levv (KSh.)TariffCode Description
sooo per IOOOI at zodegC2709.OO.OO Petroleum oils obtained fiom bituminous minerals,

crude
gooo per loool at zodegC2i to.12.20 Plemium motor spirit
gooo per lOool at zodegC2i 1o.12.30 Aviation spirit
Sooo per lOool at zodegC2i to.t2.+o Spirit type iet fuel
3OO per IOOOI at 2odegC2i ro.t2.50 Special boiling point and white spirit
3oO per loool at 2odeeC2i 1o.19.90 Other liqht oils and preparations

27 tO.19.21 Kerosene type iet fuel .9OO per lOOOI at zodegC
2i 1o.19.22 Illuminating kerosene 3OO per IOOOI at 2odegC
271O.79.29 Other medium oils and preparations Sooo per IOOOI at zodegC

Sooo per loool at zodegC271().19.32 Diesel oil (industrial heavy, black for low speed

marine and stationery engines)
2i to.19.39 Other gas oils 3oo per lOOOkg atZodegC

3oo per loookg at 2odegC2i 1(o.t9.41 Residual firel oils (marine, furnace and similar fuel
oils) of a kinematic viscosity of tzs centistrokes

3oo per loookg at2OdegC2i to.t9.+2 Residual fuel oils (marine furnace and similar fuel
oils) of'a kinematic viscosity of ttlo centistrokes

3oo per loookg at 2odegC2i ro.t9.+3 Residual (uel oils (marine furnace and similar oils)
of a kinematic viscosity of zgo centistrokes

3oo per loooke at 2odegC2i 1o.19.49 Other residual oils
3oo per lOOOkq at 2odegC271 l. l l.oo Liquefied natural gas

3oo per loooke at ZodeqC2i tt.tz.oo Liquelied propane
3OO per lOOOkq at ZodegC27 l l. l3.oo Liquefied butanes

Liquefied ethylene, propylene, butelenes and
butadiene

5oo per loookg at 2odegC21rr.1.+.OO

2111..19.OO Other liquefied petroleum qases 5OO per tOOOkg at2OdegC
27tr.2r.oo Natural gas in gaseous state 3oo per loookg atgOdegC

3oo per loookg at 2odegC2i tt.29.oo Other petroleum gases and other gases obtained
fi om bituminous materials

3OO per lOOOkq at 2odegC2i r3.20.oo Petroleum bitumen
Other residues of petroleum oil or oils obtained
Ii'om bituminous materials

5oo per loookg at ZodegC27 13.90.OO

Bituminous or shale and tar sands 3oo per loookg at2odegC2i t+.10.oo
3oo per loookq at ZodegC27 14,.90.OO Bitumen and asphalt or asphalts and asphaltic rocks
3Oo per lOOOkg at 2odegC2i r5.oo.oo Bituminous mixtures
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3.9 MR. NJOROGE WAWERU

Mr. Waweru appeared belbre the Committee on 1'uesday,28tl'september 2021. IIe presented as

fbllows, THAT-

59. VAT is charged on items that value has been added and given that there is additional valtte has

been made on fuel which therefore nrakes it wrong Ibr VA-f to be charged on petroleurn and

petroleum products.

60. RDL was put in plac,e during construction of'the Standard ()auge Railway and should therefbre be

removed because the llayment of'loan associated to SGR has been repaid and as strch it is expected

that any cost of'operation of SGR should be generated internally.

61. VAT on fuel is charged after other taxes and levies have been applied.'fhis is a scenario of'double
taxation. A cost benefit analysis should be done on the lirnds that have been appropriated this I''Y
vis-i-vis the losses that the country will get fionr being trncompetitive in the region.

3.IO ENG. LAWRENCE OLOO
Eng. Lawrence Oloo appeared before the Cornmittee on Wednesday, 29tlr Selttetnber 2021. l*:
submitted as follows, THA'f-

62. There was need to reform the Open 'lender System to allorv fbr prir.'ate importation of'ftrel as it
will make it possible fbr Oil Marketing Companies to source fbr the prodttcts directly linnr
producers hence lower prices.

69. KPC should work at elirninating its losses because tltey contribute to the lirel prices. Kenyans

should not be made to pay fur KPC's inefliciencies. Additionally, it is not c'lear hou, the amottnt trr
paid for KPC stock loss rvas arrived at. F'urther, KPC shor.rld harmonise its distributiott cost ttr

ensure that regions that are fhr off fi'orn the port of'entry are not disadvantaged. Alternatively, a

new route can be established Ibr instance in l).iibouti Ethiopia route to supply to Northern part of'

Kenya.

6+. The OMC margin is not .iustifiable because profitability of a firnt cannot be guaranteed by

regulatory control. F'urther, the benefits that OMCs enioy including stock gains ancl tax

differential on volume sold and r.olume paid to KRA has ne\rer been consiclered as a benefit to

OMCs. Stock gain benefits by OMCs should be considered when computing tnargins. OMCs als<r

enjoy the tax difibrential on taxed volume and sales voluntes. 'fax is calctrlated on the basis ol'

standard volume while the consumer pays the tax at observecl volttrne.

05. The National Oil Corporation of Kenya as state enterprise can get (iovernntent to ()overnnrent

negotiated products supply at aflbrdable costs but the countl'y is yet rea;t the intended benefits

from NOCK due to its mismanagement.

66. EPRA uses the rnonthly average Platts prices to determine the cttrrent ltrice o1'ftrel, however, the

current PIatts prices are ftrr delivery of'stock in the firttrre at least tltree months on. 'fhe ptrblic is
therefore paying fbr a future price instead of paying fbr the spot price.
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9.I I HON. STEPHEN MULE, MP

(i7. I'Ion. Stephen Mule, M.P. being one of'the Petitioners made his presentation to the Committee on
Tuesday,2Stl,Selttember 2O21. He proposed that the following amendments should be made to the
reler,ant laws in order to reduce the price of'petroleum and petroleum products in Kenya:

Reduce excise duty on l etroleum and petroleum products to 2o/o;

Reduce the Ilailway I)eveloprnent Levy on petroleum and petroleum products to l.5o/o;

Reduce the Import [)eclaration Iree to 1.5%;

Reduce VA'I'to +%;
ILevelt Petroleum Develoltment Levy to KSh. o..lo per liter of super petrol and diesel;
Reduce VA'I'on LP() to 5o/";

Parliament should address the issue of demurrage charges. The inefficiencies resulting
to demurrager charges should be addressed; and
'fhe LPG market should be opened up in order- to allow for competition and eventual
reduction in the price of'LPG.

I

ii
iii
iv

vi
vii

Vtll

3.12 MR. DUNCAN OTIENO OGWANG

Mr-. Duncan Ogwang submitted his u'ritten mernorandum on the Petitions as follows, THAT-

tr-S. 
-fhe pricing of'oil products is olten a conrplex and controversial process. Unlike most products, oil
prices are not deterrnined entirel.y by suppl.y, dernand (which is inelastic), and market sentiment
toward the physical product. Rather, suppl.y, demand, and sentitnent toward oil future contracts,
u'hich are traded hear,il.y b.y speculators, pla.y a dominant role in price determination. Cyclical
trends in the cornmodities market also play a role.

69. The typical commodity-pricing mechanism o1'spot and future markets took over as oil pricing
mechanism fi'om the OPEC s.ystem o1'ofiicial selling prices in the mid-tgsos. As a result of
development in the oil industry since l9il6, oil has der.eloped into a global, liquid commodity
market with all the pricing and trading mechanisms of'a global commodity. Hower,'er, market
liquidit.y is not the only lhctor afibcting prices. While liquidit.y provides for transparency and also
creates instruments for the hedging of'risk, it does not necessarily provide for the competitive
pressure to drive prices down. Market structure and the shape of- the demand curve are also
important to exlllain the level of'prices.

7o. In Kenya, petroleurn retail prices are controlled through price capping by the Energy and
I)etroleum Regulatory Authority (EPRA) rvhich is reviewed monthly. EPRA sets maximum
retail/pump prices ltrr selected products on a monthly basis and that become ellective and remain
in lbrce fi'om the l5th of the calendar month until the l4th of the following calendar month. The
Legal Ii'arnervork fbr pertloleunr pricing is provided for under the Petroleum Act No.2 of 2019,
Legal Notice No. ls)o of'gottl and I-egal Notice No.26 ot'"2ot"2.

71.'fhe importation ol super petrol, diesel and kerosene is undertaken through the Open Tender
System (OTS) since November 2oos as per Legal Notice No. 197 of "2oos (Revised in 2ol2 - l,egal
Notice No. 24 of e<ne).'fhe O-fS is centrally coordinated by the Ministry of Petroleum & Mining
and is a very competiti\.e process - Tanzania replicated this process Ibr their importation.

72. Importation of petroleum products through the OTS allows the oil marketing companies to access

petroleLrm products at the same price and therefore ensure competition in the petroleum market.
Since the O-fS is run through rnonthly tenders, it entails sourcing of petroleum predominantly
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Ilom the spot market whereby petroleum is sourced fi'orn the open marhet rvithottt any prior
contracts. The industry recogniz.es that O fS is an eflbctive strl;ply systern that creates a

competitive and a transparent means o1'availing the product to Kenyans thrtltrgh economies o{'

scale. Challenges experienced by the O'fS has shown that spot brrying exposes the cottntry to price

volatilit.y and unreliability as opposed to long term supply contracts which cotne with price

stability and reliability.

73. A recent spate of new taxes and levies hikes b.y the National Treasury to widen the reventte net has

raised concerns over ballooning cost of living. Iior instance, available f-rgures flrr 15tlt April zozt to

l4,tl'May 2o2l, indicate that for a litre o1'petrol, consumers ltaid KSh. 57.ir8 in taxes and levies

alone, which is more than the actual cost of importing fuel, and among these taxes incltrded Flxcise

duty, Road Maintenance Ler'.y, KSh. S.+O as Petroleum l)evelol)ment Ler'.y and KSh. o.sS per litre
as Petroleum Regulator.y Ler'.y. The.y are also paid Railu'ay l)eveloprnertt Levy, KSh. tu per litre of'

kerosene as anti-adulteration levy and KSh. o.o.9 per litre as Merchant Shipping Levy.

Import Declaration F-ee took KSh. r.St per litre of'petrol while Valtre Added'fax (VA'f) rvas KSh.

9.10 lbr petrol, KSh. g.Zs.l catered fbr storage and distribution costs, while KSh.53.99 was the

landed cost of petrol. Oil marketers were paid KSh. t..+3 billion as compensation fbr keeping firel

prices unchanged to defirse ltublic outrage over a monthly revierv that u'otrld have pttshed costs to a
historic high.

74,. In July 2O2o, the Petroleum Der,elopment [,gv.y was revised upuard fi'om KSh. o.4o to KSh. ir.'t'o

per litre in a bid to mobilise capital tou'ards a subsid.y lund. fhe increase came into eflbct thanks to

ih" Tu* Laws (Amendment) Act of QoQo.'fhe steep increase in the Pertroletrm develollment levy

explains the sudden rise in the prices of'lletroleum products in Kenya.'fhe levy is expected to raise

abbut KSh. 3o billion annually, up fiom KSh. 2.zs billion, rvith the I'lxchecltter netting ltundreds o1'

billions fiom overall taxes and levies fj'om fuel products. So far, the ministry has collected over

KSh. so billion fi'om the levy.

75. Price stabilization firnd is meant to enable the governlnent to nroderate transmission o1'global oil
price volatility to the domestic: market with little or no budgetary cost. The Inove to keep the

prices unchanged fbr the first time since the monthly price revie*'s started \\'as lneant ttl c-ttrll

growing public disquiet due to the effect ol'the firel ltrice increments on the econon)y.

76. Petroleum price regulation regime in l)ecember 2olO began rvith the adoption of the Energy

(Petroleum Pricing) Regtrlations o1' 2oto follon'ing years ol' market fhilure u'hich sa\\" a

misalignment betu'een global and domestic oil prices.

ii.To reduce fuel prices, the government should do aua.y rvith the ltetroleum developmetlt firncl

altogether OR fbr an l.)qualization I.-und lbr Inland F reight to be introdtrced/considet'ed and

includeil as an important element ol'the pricing structure which will allou' ;letrolettm prices to
remain at par all across the country. 'I'his equalization firnd shotrld replace tlte lletrolettnt
deyelopment ler,y of KSh. ir.4o, revised ultrvards I'rorn KSh. 0.4,o per litre that has alrvays been

charged since lgtlos.'fhe initial purpose of,the petroleum develol;ment ler'.y, \\'as to develol> a retail

distribution infrastructure in marginalized regions where the Oil Marketing C)onrpanies u'ere

unwilling to inr,,est in. 'fhe adr,ent of independent oil dealers throtrghottt the cotrntt'y, has

invalidated the need to continue levying this tax.

78. The pricing mechanism fbr Petroleum prices should be rer.'ieu'ed and atr eqtralization firnd fbr

inland fi'eight introduced to replace the petroleum development levy.'fhe collection fionr this new

levy, will be aggregated into a fi-eight Pool in the oil industry and managed prttdently by EPRA'
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All the road transportation costs incurred by the oil marketing companies will be paid back to them
fiom the F reight l)ool so as to nullify the fi'eight element incorporated in the price build up,

fbllorved by routine audits by EPIIA in order to eradicate any chances of misuse of the Freight
I,ool. 'fhis would ensul'e parity in the price of'Petroleum products throughout the country.

?9. F-urthel to this, long-term agreements generally present the best tel-ms for securing and procuring
reliable sultlllies of ltetroleum ltroducts. According to statistics, iOo/o of worldwide petroleum is

procured through long-term agreements. The contracts are either through government to
government agreements or commercial with national oil companies. In Africa, Ibr example, the
nation of-(ihana has such an arrangement in place. I'he country gained tremendously by hedging
half'of its crude oil requirernents. Hedging was the reason rvhy Ghanaians had not seen any price
increases at the purnps since the beginning of zot t, although crude prices had increased from more
than US$ 9o per barrel in December 2olo to about US$ t20.

80. Iledging polic.y is therelirre extremely beneficial to an.y government if adopted. However, to
achieve competitive terms through long-term agreements, the quantities must be substantive to

llrovide economic consignments. The implementation of Legal Notice 96 of 20lo, which mandated

tlre National Oil Corporation ol Ken.ya to import 3Oo/o of the country's petroleum requirements
(25,ooo M'f AGO and so,ittio MT DPK) should be hastened. NOCK (currently in financial
turmoil) or a neu'ly firrmed national oil company, should be adequately funded and lacilitated to
rrndeltake long-term agreements and furthermore, the use of- government to government
negotiations lbr the purchase of petroleum products should be encouraged to reduce the impact of
high petroleum prices in Kenya.

iil. Since the government has deemed 1;rice stabilization fbr petroleum products necessary, then the
I)etroleurn Act,20l9 should be amended and enhanced to include a Price Stabilization Fund with
supporting regulations detailing hou it rvill be operated.'fhe Petroleum Act 2ol9 does not
explicitly provide {br pric:e stabilization. The legal and regulatory fi'amework would need to be

reviewed to permit the creation of such a firnd rvith clear guidelines on the modalities for its
operation. 'fhis will ensure that monies liom this fund are not diverted for 'other vital government
pro.iects' or 'government emel-gencies'. 'fhe stabilization procedures should be anchored in an

enhanced Pricing Formula, to ensure that the integrity of supply chain costs and margins are ring-
fenced and not distorted by price stabilization.

82.'fhe range ftrr wholesale prices oleach product would have an upper limit and a lower limit, and if
the irnl;ort-parity price rvas higher than the upper limit, the diftbrence would be financed by the

Iirnd. Conversel.y, if'the import-parit.y price rvas lorver than the lower limit, the diflerence would be

credited to the fund. -fhe idea of a price stabilization fund is thus to enable the government to
rnoderate transmission of' global oil llrice volatility to the domestic market with little or no
budgetary cost.
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3.IS MR. MARTIN KIBOI

In a Petition submitted to the National assembly, Mr. Kiboi strbmitterd't'IIAT-

85. The price of LPG hit a six (o) years high on I't .I;Jy 2o2l alter the National 'l'reasury reintrodttced
a t6o/o VAT on LPG. Currently, a l3 kilogramrne gas cylinder is retailing at KSh. 35o more than it
was before the imposition of'the l6% VAT.

84. He noted that the Tax Laws (Amendment) (No. 2) Bill of "2o"2tt should either be atnettded or
suspended.

85. Parliament should disband the Energy and Petroleum Regtrlatory Authority and the nrandate

taken back to the Ministry of'trnergy alter failing to protect the common'Mzr:ananchi.

86. Parliament should enact a fresh Bill to regulate 1;ricing of'lrasic comntodities e.g. firel, cooking gas,

electricity sugar and flour.

87. Parliament in line with the F-orest Conservation and Managenrent Act,20l(r'should ensttre tltat
green energy is protected, zero rate on Liquefied Petrolettm Gas so as to attain the vision 2O3O

blue print and the world climate change efforts to curb global u'arming and emission of'gases.

88. Parliament should enact a Bill to revive the Changamrve Oil Refinery Plant in Monrbasa Cottnty t<r

enable our own crude oil li"om Ngamia One in 'l'urhana Cottnty to be relined and sold locally at a

cheaper price.

9.I,T,KENYA CIVIL SOCIETY PLATFORM ON OIL AND GAS
The KCSPOG was represented by Ms. Teresa Bosibori u'ho appeared belbre tlte Comtnittee ott

Tuesday, 28tl'september 2021. She stated as follou's, TIIA'l'

89. Imposition of to% VAT on LPG impedes access to clean energy and defbats any progress made irr

environmental conservation and climate change mitigation. She subrnitted therefbre that the tr;%
VAT on LPG should be revoked.

90. The go\.ernance fi'amework of'the PDL. -fhe I'I)L rvas increased by KSh. 5.Oo through Legal

Notice No. l7,t of 2O2O.'fhe PDL was put in place through enactntent of the Petroletrnr

Development Levy Act, 1991 but the Act does not clearly elaborate on the purpose of'the Irtrnd, the

{brmula for determination of the Ler.y and its utilization.'lhe ft'amework under which the Levy is

given to OMCs to cover the margin of'firel prices is not clear, this brings lbrth qtrestions on

transparency and accountability in implementing the subsidiz.ation and comltensation firnction o1'

the Levy. She reconrmended that irnltlementation of the increased Levy shotrld be suspended until a

proper legal fiamervork on its purpose, utilization and deterntination formtrla are ptlt in place.

Further, the CS for Petroleum and Mining shotrld issue a ;lublic statement rvhy the Levy rvas

increased by such a huge margin, the intended purpose of-the levy and an account of'hou'ltreviotts
revenue generated lrorn the levy has been utilized.

91. As part of the pump price, Kenyans are 1;aying apyrroximately 5Oo/o in taxes, levies and fees fronr
money that has already been srrb.jected to numerous other taxes. She therelbre recommended that
the National Assembly should revierv the taxes, levies and fbes charged on ltetrolettm.
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3.I5 TRIPLEOKLAW LLP
-fripleOklaw LLP submitted their memorandum RIII'-: l/NK/o+o dated zz'h September 2o2r.They
raised the following concerns lvith legards to the rising fuel prices,'|HAT-

9P. The pricing fbrmula has failed to protect consur.ners frorn high petroleum prices. It has lowered the
profitability of'the oil retail business and does not seem to stabilize oil prices for consumers as was

intended at its incel)tion.

{):}. Owing to the hike in petroleum prices, electricity consumers are paying an extra KSh. t.ZO per unit
attributed to an increase in coml>ensation by Kenya Power to diesel plants.

9+. EPRA recently r,alidated the draft Petroleum (Pricing) Regulations,gogo which did not take into
consideration proposals (br the enforcement of'the cliesel subsidy.

95. Whilst the Petroleum Development I-evy Act, 1.991 allou's the Cabinet Secretary to impose a levy
on petroletrm hrels consumed, the funds collected from the levy are to be used "as necessaryfor the

deaelopment ctJ'commonfacilitiesfor the distribution or testing of oil products andfor matters relating to the

deuelopment of oil industry as the Cabiuet Secretary ma1 direcf' and not lor price stabilization as directed
by (iovernment when it increased PDL in 2o2o.

9G. They recommended that the pricing fornrula should be reviewed and setting of prices should be

done in consultation rvith the industr']; the petroleum development lund should be separated from
the stabilization fund; any further tax increases on petroleum be rejected; and developing policies of
any policy should be in consultation rvith the industry.

3.16 MUSLIMS FOR HUMAN RIGHTS

MUHLiRI subrnitted a written Memorandum Refl MUH/A.IP / t/9/"2o9,t. They submitted THAT-
s)7. Though the rise in fuel prices has been.f ustilied by the international rise in fuel prices, the inflatron

will strain Kenyans as cost of essential services and commodities will elibctively increase. Business
operatol's in Kenya are set to ad.iust and pass the additional cost of their operations to consumers. If
these changes kick ofl the impact on the economy u'ill be lelt in most sectors and the ripple eflect
on the cost o1'living.

S)ti. The rise in firel
particularly the
economically.

prices exacerbates the eflbcts of the COVID-I9 Pandemic nationally and
Coast region, Mombasa County is being affected disproportionally socio-

99. The government should therefore cushion Kenyans on the escalated fuel prices by regulating the

ltrice.'fhe ()or.ernment should also consistently ensure exercise of'the right of public participation
when binding decisions that aftbct citizens socially, economically and politically are passed.

loo. The National assembly to bring to the attention of the relevant Committees dealing with the
issue to consider the plight facing the Kenyan citizens and to efibct the necessary changes to
cushion 'll/anjiku' fl'om exorbitant prices.
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3.16 NATIONAL TREASURY AND PLANNING

The Principal Secretary for National Treasury l)r. .lulius Muia appeared befirre the Comrnittee on

Wednesday, 29tl' September 2o21. He submitted THA'I'-

tor. Global oil prices have been rising u,ith crude oil hitting US$;cl.scl per barrel by 2Otr'Septetnber

2oz1 whilecrude Brent oil prices were at tls$75.5.9 per barrel. This has led to increase in prices

of pump prices in rnajor econonries and emerging nrarltets. 'l-he global econtlnric recovery and

rebound in mobility (as economies reopen) significantly lilied oil demand globally in the first half'

of zoq.t.

The recent increase fbllou,s a revierv of the puII"U) prices by EPRA which is tnandate to revieu'

regularly maximum pump ltlices of'petroletrttr products across the country.'l-he nerv prices as of
tSIh Sepiember eo2t indicated that the maxirnurn allorn'ed pump price o1'stlper Petrol, in Nairobi
is KSh. ts4.iq while that of diesel is KSh. 115.60 and Kerosene KSh. I10.82.'lhis rvas an itrcrease

fi-om the previous rnonth's prices of,KSh. tQi.l.l, KSh. 107.66 and KSh. g;.sir firr super petrol,

diesel and Kerosene respectively.

r02
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Effects of altering or eliminating a tax rate
lo3. Any alteration or elimination of'a rate of'tax nrtrst also tahe into account its krtock-on eflbcts otr

the.overall budget. II'the alteration is by way ol'amendment o1-a tax law, the antendtnent Bill rvill

iner.itably lead to a Supplernentary Appropriation Rill that lowers the National ()overnment

expenditure programme which in turn nray alfect the National ()overnntetrt's borrorving 1>lan or
cleitt-servicing pian based on the lorver tax collection that a change in the tax rate entails. -l'his

process will iner.itably occasion changes in the l)ivision of'Revetrtte Act. A redttction itr tax

iollection therefbre rvill impact on ex1>enditures on some of the ()overntttent's priorities,
including the Big F our Agenda.

Taxes and levies charged on fuel and their use
tO4,. Value Added Tax at the rate of 8o/o: revenue collected fi'orn this tax is paid to the excheqtter

and trsed for funding the National Budget. The tax has been in place since 2oltt.

t05. Excise duty: it is charged at various specific rates as inclicated trnder the I"irst Schedtrle tt> the

Excise Duty Act,2Ol5. Revenue collected fi'orn this tax is paid to the exchecltter and trsed firr

funding the National Btrdget.

106. Railway Development Levy at the rate of 2o/o of the custom value: It is paicl by all intporters

of petroleum l rodtrcts at the time of imp<lrtation lbr trse in the cotlntry. 'l-he amottnts collected

from the lgvy are paid into the Ilailrvay Developnrent Levy Ftrnd to finance the constrttction anrl

operation oi the Standard Gauge Railrvay netu,ork in orcler to fhcilitate tlte tratrsllortation of
goods.

to7. Anti-adulteration Levy is levied on illuminating kerosene at the rate of KSh. t8 per litre:
The levy is intended to discourage the use of illurninating kerosene in lirel adtrlteration. Relbre

the introcluction of the levy in 2018, the illurninating kerosene attracted a lower;lrice than the

other petroleum products hence it rvas being used by unscrttl;ttlotts tradet's t<l adttlterate otller
fuels. This was posing risks to nlotor vehicles and nracltinery that ttse oil restrlting in heavv

repair costs.
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lo8. Import Declaration Fee at the rate of 3.5o/o:1-his ler.y is paid into the exchequer to fund the
National Budget. Out of'the total collected fi-om import declaration fbe, 10% is used to pay
Kenya's contributions/subscription to the Afl'ican Union and any other international
organization to rvhich Kenya has a financial obligation.

t09. Petroleum Development Levy: paid on all petroleum fuels consumed in Kenya. The levy is paid
into the Petroleunr I)evelopment F und established through the Petroleum Development Fund
Act, 19.9 l. The purpose of' the Irund is fbr use in the development of the oil industry including to
stabilize the local petroleum pump prices in instances of high landed costs above a threshold
determined by the Authority. The levy ranges between KSh. o.+o to KSh 5.4o per litre for the
Petlolerun Products listed in the First Schedule of the Petroleum l)evelopment Levy Fund
Order, 2O2O.

I10. Road Maintenance Levy: ir-nposed on petroleurn firel, excluding illuminating kerosene, for use tn
the country at the rate of KSh. lu per litre. The money collected is paid into the Road
Maintenance Levy lrund. The Irund is used for repair and maintenance of public roads. Out of the
levy collected three shillings per litre is paid into the Road Annuity F-und established under the
Public Finance Management Act,2Ol2. For purposes of maintaining roads at the County level,
15o/o of the Iiund lbrms part of the equitable share to the County Government.

Petroleum Development Levy that has been collected from FY 2ol8/ 19 to FY so2o/21
l1l. The collection of'Petroleum Development Levy increased florn KSh 2.2 billion in FY 2ol8/19

and KSh z billion in IrY eotg/so to KSh.25.9 billion in F-Y qoqo/sl. The highest increase in the
tr\'eo2o/"21 fbllowed an increase in rateof'some petroleum products by KSh.5 perlitre through
the Petroleum Development Levy Fund Order, 2o2o.ln the F-Y 2o2o/2t, the National Treasury
disbursed KSh. z.g.o billion to the State Department of Petroleum, Ministry of Energy and State
Delrartment ftrr Infi'astructure. In this regard, as at the end of'F'Y "2o"2o/"21, the closing balance in
the Petroleum l)evelopment [rund account was KSh. .g..+ billion.

3.I7 KENYA REVENUE AUTHORITY
In a meeting u,ith the Conrnrittee held on Wednesday 29tl' September 2o91, Mr. Githii Mburu, the
Conrmissioner ()eneral, KRA submitted that the diflbrent taxes and levies on fuel collected by KRA
generated the fbllou,inlf revenue in FY 2o2o/21:

I12. Excise Duty on oil irnports KSh. ztl.g+ billion; VA'f KSh. 22.+a blllion; Anti-Adulteration Levy
KSh. z.ut; billion; Petroleum l)eveloprnent [,evy KSh. 25. 88 billion; Road Maintenance Levy
KSh. 87.32 billion; Petroleum llegulatory Levy, KSh. 1.25 billion; Import Declaration tree KSh.
s.5t billion; and Railrvay Development Levy KSh. +.g,+ billion. The taxes and levies on petroleum
and petroleum products contributed KSh. 232..1 billion to the revenues raised by KRA.

3.I8 KENYA PETROLEUM DISTRIBUTORS ASSOCIATION
'fhe Chairl)erson o1'the Association, Mr. Joseph Karanja appeared belbre the Committee on 6tl'October
2oQt. LIe submitted TI IA f :

I1.9. 'fhe local oil marketers have experienced the fbllowing problems which make it difhcult lbr them
to run the petroleum business in Kenya and are favourable to multinational companies which
have Iinancial muscle:

i. In orderl to be a member of'the spillage club, an oil marketer is required to pay KSh. z.s
rnillion u'ith a rnonthly subscription;
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ii. To get a license to import fuel, one needs to pay one million dollars to KPC or money

equivalent to 1 million litres of the products one will be dealing in; and

iii. EPRA has very punitive demands including a certain acreage of land before being given
a license to put up a petrol station.

t la. They also submitted that the requirement that LPG cylinders have to be refilled by any of the
LPG companies is unfair to consumers as it makes LPG expensive.
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PART FOUR

4 COMMITTEE OBSERVATIONS/FINDINGS
4.I ISSUES FOR DETERMINATION AS PER THE PRAYERS IN THE PETITION
-I-he Contmittee obsen'ed as fbllows on the l)rayers that the Petitioners sought to be answered by the

National Assernbly:

4.1.r Petition No. 39 of 2O2t Regarding Review of Abnormal Increments in Prices of Petroleum
and Petroleum Products in the Country

l. Conducts a public inquiry on reasons behind the high prices of petroleum products in Kenya
including LPG that include the importation process, overhead refinery costs per litre/per
barrel, volume of exported crude oil mined locally and amount of revenue collected from
petroleum products.
Regarding this prayer', the Clornmittee observed that landing costs, taxes and levies have the
Iargest contribution to the prices across all the .9 types of'fuels (super petrol, diesel and kerosene).
A lrreakdorvn of'the firel ltrices indicates that landing costs account lbr more than41o/o while taxes

and levies ac:count fbr more than 35%.

The Committee firrther observed that landing costs have treen increasinpJ gradually since early
po2t due to rise in the international crude oil prices which are expected to rise until July 2022

when it is pro.iected prices will begin decelerating.

'I'he Clornnrittee also observed that prices of'LPG increased lbllowing the implementation of t6o/o

VAf in .luly 2o2l; a l3-hilogramme cylinder of LI'G has averaged Shg,+oo while the six-

kilograrnme model is averaging Sh l,:tOt).

The Conrmittee is therefbre convinced that the increase in crude oil prices internationally and the

taxation legime in Kenya are the biggest contributors to the high prices of petroleum and

petroleum products and LI'}() in the country.

2. Urgently review relevant laws so as to cause a reduction of the retail prices of petroleum
and petroleum products including the Value Added Tax Act, the Income Tax Act, the Tax
Procedures Act, the Miscellaneous Fees and Levies Act among other statutes.
With regards to this prayer', the C)omnrittee obsen,ed that there are 9 different fuel taxes and

levies. 'I hey are: Excise I)uty; Value Added -I-ax; Road Maintenance Levy; Anti-Adulteration Levy;

Petroleum l)eveloltment Levy; Petroleum Regulatory Levy; Railu'ay l)evelopment Levy; Import
Declaration Fee; and Merchant Shipping Levy is charged per tonnaple for all oil imports. The table

belou' shows the taxes charged on Super Petrol, Diesel and Kerosene:

'fable 6:'I'a.re.; charged ot Suf>er Petrol, Diesel and Kerosene

Product Excise
Duty
(KSh./litre)

VAT
("/")

RML/ADL
(KSh./litre)

PDL
(KSh./litre)

PRL
(KSh./Litre)

IDF
(v")

RDL
(Y")

I)etrol 22 rl (RML) r s 5..\O o.25 3.50 2

Kerosene I1.1 tl (ADL) r8 o.-1,o o.25 3.50 2
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Diesel I1.4 u (nML) t s 5.+o o.25 3.irO 2

The Committee also observed that there seelns to be clotrble taxation rr'it h respect to the 8% r'altre

added tax on fuel since it is calculated on the final retail price rvhich includes all the other lirel taxes

and levies. There is need lor harmonization of the VA'f to address this issue ol'taxation on other

taxes.

The Committee noted that in order to reduce the price o1'ltetrolettm and petrolettnr prodttcts and

LPG, some taxes and levies charged on the cornmodities have to be redttced. 'fo this end, the

Committee recommended revierv of some statutes as enulnel'ated in Chapter Six ol'this relmrt.

g. Causes the relevant state agencies and regulatory-making authorities to review the relevant
regulations relating to petroleum products with a view to reducing the retail cost of
petroleum and petroleum products including LPG; and Considers annulling the relevant
petroleum related regulations until such a time when the regulation-making authorities
comply with a view to bringing down cost of fuel in the country
With regards to the Petitioners' third prayer, the Committee obset'r'ed that the Ministry of'

Petroleum and Mining gazetted the Petroleum l)evelopment Levy C)rder, 2o2o (Lergal Notice No.

124 datecl totl, July goqo) in .luly 2o20. 'l'he Order added nrore {unctions ol the Petrolettnr

Development F-und so as to address stabilization of firel prices u henever thele is an itlcrease in

landing costs unpredictably in addition to development of'the petrolettm indttstry. Eflbctively, the

Order varied the Petroleum Development Levy fiom KSh. o.1.o to KSh. 5.'1'o per litre lbr srl])er'

petrol and diesel but maintained that fbr kexrsene at KSh. o.lo pel' litre so as to firncl the neu'

function.

The Committee also observed that l)epartmental Contmittees revieu' and nrake recontt'tletrdatitlns

on Bills during the;rrocess of passage into Acts o1'I)arliatnent. Il<lu'ever, Cotnlnittees do not take

part in the review and approval of'some o{'the regulations and legal ttotices that give ellbct to

various provisions of the larv.

The Committee was concerned that such a substantive amendnrent that has a direct inrllact on the

prices of fuel was 1;assed through Regplations rvithout the input of all Members olI'arliatnent u'h<r

are representatives of the people. The Committee proposed the ltecessat'y reviert' in the lau'in ordet'

to address this.

4. Makes any other recommendation or legislative intervention aimed at reducing the retail
price of fuel and LPG.
On this prayer, the Cornmittee observed that Kenya has strategic 1;etroletrtn reserve that can last

the country for between seven (Z) to ten (days) onl,v. This irnplies that a change in the international

crude oil prices impacts imrnediately on the firel prices in the country. 'l-his can be addressed by the

draft Petroleum Consolidated Iiund and Petroletrnr Strategic Stocks Ilegulations u'hich provide fbr'

the funding and management of the strategic petrolettm reserves in the cotlntl'y.
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+.t.2 Petition No. ,tO of 2O2t to Amend the Finance Act, 2Ol8 in Order to Address Drastic
Increase in Prices of Petroleum and Petroleum Products

5. Repeals section l3 of the Finance Act, 2Or8 which placed VAT at the rate of 8o/o on the
goods listed in Section B, Part I of the First Schedule to the Value Added Tax Act, 2olg.
Amongst the goods were petroleum oils and oils obtained from bituminous minerals, crude,
motor fuel, spirit and kerosene-based jet fuel, illuminating kerosene, natural gas in gaseous
state e.t.c.
Regarding the prayer to repeal section t.g of'the Finance Act,20l.9, the Committee obsen'ed that
repealing the section will not necessarily bring dor.vn the price of'lirel because the price of f'uel is
aflected by several factors besides VA'f.

4.2 OTHER COMMITTEE OBSERVATIONS
Besides the observations rnade on the Petitioners' prayers, the Clommittee also observed THAT-

-l'he total revenue collected f}om the Petroleum Development Levy amounted to KSh. 25.88 billion
in tlre I.-Y go2o/2oqt. 'fhe National 'l'reasury disbursed KSh. 1.6 billion to the State
Department for Petroleum for fuel stabilization, disbursed KSh. 2.2 billion to the Ministry of
Energy and disbursed KSh. l8.l billion to the State Department for Infrastructure. The fund

had a closing balance of'KSh..3..+ billion at the end of the FY 2o2o/2021.

2. The disbursements to the State Departnrent fbr Infi'astructure and Ministry of Energy were

misal;plied since they rvere not in line u'ith the intended purpose of the Petroleum Development

Fund as per Section r.of'the Petroleum l)eveloprnent Levy F-und Act of tslgt and the Petroleum
Development Levy Order, 2O2o. -fhe National 1'reasury did not provide a list of projects that were

done under the State Department for Inf rastnrcture and Ministry of Energy that were in support
of' oil ind Lrstry developr-nent.

:). 'fhe firnds provided fbr firel price stabilization were utilized in the months of April to June 2o21.
'I'he Ministry of'Petroleum rvas allocated additional KSh. 5 billion for fuel price stabilization in the
rnonths of'July to Septeml)er 2oqt. 'fhe total amount utilized lbr fuel price stabilization as of
September 2o2l is KSh. o.o billion according to the National Treasury.

.1.. 'fhe Princil>al Secretary, Ministry of' Petroleunr and Mining wrote to the Cabinet Secretary
National Treasury r,'ia a letter Ilef. No. MOPM/P/CONF/.e/s+/Vol.lll (+z) dated lTtr'September
2o21, requesting fbr an additional budget of KSh.5 billion from the Petroleum Development Levy
fbr the stabiliz.ation of"petroleum prices fbr the I'-Y cozt/"22,.\n a letter, Rel. t 194/21/ot/(i) dated

titl'September 2021, the CS National 1'reasury did not approve the Ministry's request owing to the
fact that the Petroleum Development I-evy r:ollections u,ere lagging behind the target and the
firnding fi-om PDL was not sufTicient to cater fur the stabilization mechanism for petroleum prices.

it. fhe prices of'firel were relatir,'ely lower in the months when they were subsidized i.e. July and

August 2o21 compared to months when they were not (reJbr to T'able I ubooe). This therefore means

that plice stabilization plays a big role in redtrcing firel prices in the country.
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6. The fuel price formula considers 5r coml;onents. The first component is the landing c:osts which rs

the weighted average cost (per product) ol'irnported lirel. It accounts for abottt !60/o <>f' the plices of'

fuel. The second component is the government firel taxes and levies w'hich account fbr about +o%

of the prices of fuel. There are 9 difibrent taxes and levies applicable to lirel prices. The third

component is the gross margin which is the operation costs and profits {br the oil rnarketing

companies. It accounts fbr about to% ol'the prices o{'firel.'fhe lburth coml)onent is the storage and

distribution costs which are the costs of transportation of-fuel lrorn the Port of'Mornbasa to variotts

petrol stations. They account for about 3o/o of the price of'ftrel. I-astly, the lifth colnponent is the

demurrage costs which are charges levied by a shipping line to the importer due to delays in

unpacking of goods while the ship is at the port. -fhey account fbr abotrt t% of'the prices ol'fuel.

i. The Energy ancl Petroleum Regulatory Authority is tasked to set the prices lbr Super Petrol,

Diesel and Kerosene on the l-1.t1'day of'every month. In setting the prices, Fll'}RA trses a fbrmula

that takes into consideration the importation cost of firel, Ii'eight, local transportation and storage

costs, fJovernment taxes and profit n"rargins fur oil marketing companies. This formula has been

in operation since December 20lo.

8. Kenya has the highest prices of'fuel compared to her neighbouring Iiast Afi'ican Cortntries. fhis rs

as a result of the high contribution of'taxes and levies on its prices. Iior the price of'super petrol,

taxes account for 460/oin Kenya, 36%in Uganda arr) 36o/o in'fanzania. F'or the price of diesel, taxes

account for .!2o/o in Kenya, 34o/o in Uganda an,J :l'+u/o in -I'anzania. Iror the ltrice of kerosene, taxes

account fbr 4to/o in Kenya, 9o/oin Uganda antl SSo/o in Tanzania (re.fer to T'ables 2 and !) ttboae).

9. The demurrage costs are currently included in the fuel price fbrmtrla since the cotrlltry has only

one terminal for offloading oil (Kipevu Oil Terrninal I) rvhich can only accommodate one ship at

any given time. Ilowever, this is likely to be removed by the end o1'this year when the constrttctittn

of the new Kipevrr Oil Terminal I I which is set to Irc completed by Decetnber 202 1 .

lo. EPRA is responsible lbr licensing petroleum products in the country btrt unlike fuel, the 1;rice oI

LPG in Kenya is not regtrlated.

ll. Very few importers have been granted Iicenses to venture into the LP() importation despite the

fact that several applications ftrr licensing have been firrwarded to EPRA. 'lhe isstrance of- the

licenses has been hindered n"rainly by larv rvhich t'equires that the National I'lnvironnlent

Management Authority (NF-MA) has to conduct prrblic participatiotr rvhere the LI'() Iirrn u'ill be

set up before issuing the National Environmental Inrltact Assessment License.

12. A review of the demurra65e payments between .lantrary and .ltrne 202 I showed that vessels were

being paid demur-rage fbr between one (t) and twenty-two (zz) days.'l'he reason Ibr the denturrase

costs was attributable to slow vessel discharge owing to delays at the Kipervu Oil 'ferrnir:m,l. (Ilefer

to Anner t4).
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13. There is a policy directir,,e by the Ministry of Petroleum and Mining with respect to the Shimanzr

Oil Terminal where demurrage charges are capped at ten (to) days.

14. Demulr-age charges are paid according to the size of the vessel with the rates ranging from a

medium range 'u'essel (++,oos MT and belorv) which is paid demurrage of USD 25,ooo per hour pro

rata; a long range I vessel (+s,otto to 79,999 MT) is paid demurrage of USD 3l,ooo per hour pro

rata; and a long range g r,essel (so,ooo to 159,999 MT) is paid demurrage of USD 4,5,ooo per hour

pro rata. -lhe demurrage charges are paid out to compensate importers who in turn compensate the

vessel owners as per the Charter Party Contract which is signed between the oil importers and the

vessel ownel's. This ends up being a factor in the cost of fuel.

t5. The Cabinet Secretary fbr Petroleum and Mining was invited vide letters Ref No.

NA/DDC/F&NP/"2o"2t/ss and Rel. No. NA/DDC/F&NP/zo"2t/s'i, and summoned vide

Strmmons Rel. No. Ref No. NA/DDC/F&NP/zozll59 which was delivered on 7th October,Aoqt,
to appear befbre the Committee to provide evidence on demurrage costs incurred on importation of
petroleum lbr the months of January to.lune 2021. The Cabinet Secretary having failed to appear

despite the Summons issued to hirn and failing to satisfy the Committee of his inability, the

Committee invoked Standing C)rder l9l and imposed a fine of KSh.5oo,ooo for having failed to
appear belbre the Committee to adduce evidence relating demurrage costs.

t6. Despite there being a Vessel Scheduling Committee, to co-ordinate the arrival of vessels based on

the OTS, there are significant delays rvhich have a consequence on the demurrage costs.
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PART FIVE

5 SCENARIOS ANALYSIS ON TAXES AND LEVIES VARIATION

l. Any variation in taxes and levies will have ltnock-on eflbcts on the fiscal ll'amework of'the cotrntry.

These fuel taxes and levies account fbr about 1.\o/o of the annual national goverltment reventtes and

a reduction will mean that either the national government reduces its exltenditttres ot' incttr more

debt to bridge the financing gap.

2. Some of the taxes and levies are earnlarked funds so their redttction will have direct impacts on

government programmes and projects. These inc,lude the road maintenance levy *'hich is used {br

ioad development in national and county governments, the petroleum development levy u'hich is

used for fuel price stabilization and developntent of' the petrolerutn indttstry, the petroleum
regulatory levy which funds the operations ol'FIPRA, the railway development levy u'hich ftrnds

the construction and operations of' the standard gauge rails ay netu'ork and the merchant
shipping levy which lunds the operations of the Kenya Maritime Authority.

Estimated Price and Revenue Implications from a reduction in Value Added Tax and

Petroleum Development Levy for fuel
s. The following are the key underlying assumptions in determining the price and reventre

implications:
(i) Theavera€lecustomsr.'aluefbrSuperPetrol,DieselandKeroseneltrrF-Y2o2r/2022u'illbe'

relatively equal to the cttstoms valtte fbr September 2o21.

(ii) The total volume of Super Petrol, l)iesel and Kerosene consulned in Ir\' 2o2r/2022 u'ill be

relatively eqrral to that for the F'Y 2o2o/2o2r.

+. Table 7 provides a comparison of'the estimated reductions in lirel ltrices and t'evenue loss dtte to a

reduction in VAT. If VA'I' is redLrced li'om 8% t<> 4o/o, the government is likely to lose revenrles

amounting to KSh. q2.Gg billion rvhile the luel prices reduce by between KSh.'l.lo per litre and

KSh. +.gg per litre. If VAT is reduced fi'orn ti% to 2o/o, the revenue loss increases to KSh. 3.3.9'1'

billion while fuel prices reduces by between KSh. 6.16 per litre and KSh. ;.'r,sr per litre. If VA'I'is
reduced fi'om u% to o<% (zero rated), the revenue loss increases to KSh. a5.2ir billion rvhile {irel

prices reduces by between KSh. S.Cl per litre and KSh. 9.f)tl per litre.

Table 7 1'tsolt the t a reduction in l'alue Addetl Ta-r
Estimated
Revenue for FY
202r/92

Estimated
Revenue Loss

Current
Fuel Price

Estimated
Reduction in
Fuel Price

Billions of KSh.KSh./Litre Billions of KSh.KSh./Litre

Scenarios

-to.1.2-.1,.99 20.85Super Petrol 134.i2
-l1.58-.+.28 23.16Diesel l15.60

r.25 -0.62l1o.82 -.1,. I oKerosene
-22.63Total

Reduction of
VAT fi'om 8%
to 4o/o

- 15.63-7.1,9 zfj.85Super Pett'ol 134.i2
-ti.3i-6.+2 23.r6Diesel l 15.60
-o.9:l-6. l6 l.2itKerosene l1o.82

Reduction of
VAT from 8%
to 2o/o
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Total -38.94
Reduction of
VAT fi'om s%
to Oo/o

Super Petrol t3+.i2 -9.98 20.85 -20.85
Diesel 115.60 -8.56 23.16 -23.16
Kerosene I10.u2 -8.21 r.q5 -t.25
Total -45.25

S. I'able fi provides a comparison of the estimated reductions in fuel prices and revenue loss due to a

reduction in PDL. 'fhe reductions can only be eflected on Super Petrol and Diesel which have a

PDl, of KSh. s.+o per litre rvhile the levy for Kerosene is KSh. o.4o per litre. If PDL is reduced

fi'om KSh. 5..1o per litre to KSh. s.go per litre, the government is likely to lose revenues amounting
to KSh. t r.98 billion rvhile the prices ol super petrol and diesel reduce by KSh. 2.5o per litre. If
PDL is reduced from KSh. 5.40 per litre to KSh. o.+o per litre, the revenue loss increases to KSh.

ss.97 billion while prices of super petrol and diesel reduces by KSh. 5 per litre.

'l'ahle tt: r6on o the t a reductiotr in Petroleum

Estimated Price and Revenue Implications from a reduction in Value Added Tax for Liquefied
Petroleum Gas
6. The Ibllowing are the k"y underlying assumptions in determining the price and revenue

implications:
i. 'fhe average vatable amount fbr LPG fur IrY 2o9r/2022 will be relatively equal to the

vatable arnount fbr August 2o2 t.
ii. 'fhe total volume ol'LP(i consumed in FY 2o2r/2022 will be relatively equal to that for

the FY eoqo/eoet.

i. Table g provides a comparison of'the estimated reductions in LPG prices and revenue loss due to a

reduction in VA f. If, VAT is reduced fi'om 16% t<-t 8o/o, the government is likely to lose revenues
amounting to KSh. a.og billion rvhile the I-P(i prices reduce by KSh. 166.9'1,per lskg of gas. If
VA'f is reduced fi'om to% to 4(%, the revenue loss increases to KSh. 7.o3 billion while LPG prices
reduces by KSh. qso.+t per l.9kg of gas. If VAT is reduced from to% to oo/o (zero rated), the
revenue loss increases to KSh. sr.ss lrillion while LP(] prices reduces by KSh. 333.88 per 13kg of
gas.

Estimated
Revenue Loss

Current
Fuel Price

Estimated
Reduction in
Fuel Price

Estimated
Revenue for
FY 202r/22

KSh./Litre KSh./Litre ofBillions
KSh.

ofBillions
KSh.

Scenarios

-2.50 I1.28 _< L)<)Super Petrol r3+.i2
-2.50 I'1.6I -6.76Diesel l15.60

-r r.98Total

Iteduction of'PDL
from KSh. 5.4o to
KSh. z.srcr

-1o.4,4,Super Petrol t3+.i2 -5.O0 1r.28
-13.53Diesel l15.60 -5.OO 14.61

-23.97

Reduction of PDL
from KSh. 5.4o to
KSh. o.+o Total
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Table 9: r60n the a reduction in Value Added Tar ,/AT
Estimated
Revenue for FY
902r/22

Estimated
Revenue Loss

National
average price ln

Estimated
Reduction
price

Billions of KSh.KSh./rskq gas Billions of KSh.

Scenarios

KSh./rskg gas
9.38 -4.692,+20.64 -166.94,Reduction of VAT

from l6olo to 8o/o

9.58 -i.o32,42O.64 -250.4rVATReduction of
from 16% to 4o/o

-9.38-333.88 9.38Reduction of VAT
from 16% to oo/o

2,+2O.64

Report ofthe l)epartmental Committee on Finance and National Planning on the Petitions regarding the drastic increase in prices of
petmleum and ptroleum ptvducts

I'.\( , [: i,(i. r,s



PART SIX

6 COMMITTEE RECOMMENDATIONS
'fhe Committee hal'ing considered the stakeholders' comments and lrom the above observations and

scenarios recommends as fbllows, TFIAT-

The following taxes and levies charged on fuel be amended as lbllows:
i. Reduce the Petroleum Development Levy charged on Super Petrol and Diesel from

KSh. r.+o to KSh. 2.9o. Consequently:
a. Ilevoke the Petroleum Development Levy Order, 2o2o (Legal Notice No. 124, and

ti+ of 2o2o); and
b. Amend the Petroleum l)evelopment Fund Act, l99l by providing the amount that

shall be charged to the PDL per liter of Super Petrol and Diesel.

lt. Reduce the Value Added Tax from 8o/o to 4olo. Consequently:
a. Anrend the Value Added Tax Act, 2ol(t to reflect the change in the tax rate for

petroleum and petroleum products;
b. 'fhe National -freastrry should prepare Supplementary Estimates for consideration

u,hich shall reflect the reduction in re\:enue occasioned by the amendment.

lll. Reduce the Value Added Tax rate on LPG from l60lo to 8o/o. Consequently:
a. Arnend the Value Added 'fax Act, 2ol5 to reflect the change in the tax rate for

petroleum and petroleum products.
b. The National 1'reasLrry should prepare Supplementary trstimates for consideration

rvhich shall reflect the reduction in revenue occasioned by the amendment.

l\' Reduce the gross margins of oil marketing companies by KSh. 3 from KSh. rz per
litre to KSh. s per litre. Consequently:

a. Amend the Energy (Petroleum I'ricing) Regulations, 20lo by deleting the Third
Schedule; and

b. Amend the Petroleum Development Act, 20l9 by inserting the Third Schedule t<r

the Energy (Petrolerrm Pricing) Regulations, 20lo.

Waive inflation adjustment on fuel forFY9,o9,l/29. Consequently:
a. Amend the Flxcise Dtrty Act, 20l5 to reflect the amendment; and'b. 

Inflation adjustmeht on'fuel'shall be done biennially and shall be determined by
the National Assembly through the F'inance tsill.

(The aboae arnendments are crntained irt the Bill that is annered to the Report)

2. The National Assernbly amends the Petroleum Development Levy Act, l99l to provide for the
fbllou,ing: .i : ir

i. The F und shall be rnanaged by a Board similar to the Roads Maintenance Levy;
ii. Specificity that the Fund shqll be used lbr stabilization of'fuel prices and for matters

relating to the development of'com.mon facilities fbr distribution or testing oil products;
and

iii. trstablish a Formula lbr distributlon of money from the Fund to oil marketing companies.

('I'he aboae atnendrnents are contained in the Bill that is anne.ted to the Report)
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5. The National Assernbly amends the Statutory Instruments Act, 20l3 to retlttire that all regulations

affecting taxes, levies and fbes be altproved or re.fected by the whole flotrse and not the Conrmittee

on Delegated Legislation.

(The aboue amendment is contained in the Rill that is anne.tzd to the llel>ort).

+. fhe Ministry of Petroleum and Mining and the Energy and Petroleum llegulatory Authority
commences ih" pro."rs of reviewing cLrrrent pricing fbrrnula with a view to etrsttring all the

parameters in the current lbrmula can be accottnted fbr and to cletermine whether the OMCs

margins are j ustifi able.

S. The National -freasury immediately upon adogrtion of'this Report starts the process o{'reverting
the KSh. rfl.r billion that was misapplied back to the I)etroleurn l)er.'elol)ment Ler.'y Ftrnd fbr

purposes of stabilization ol'lirel prices.

6. The National -freasury, Ministry of'Petroleum and Mining and I'll'RA, u'ithin tu'o tnonths after'

adoption of this Report, gazettes the Petroleum Consolidated Irtrnd and Petrolettnl Strategic Stocks

Regulations in line with Section to; of the Petroleutn Act' 2o19.

i. The Kenya Ports Atrthority fast tracks the c:ompletion of'the Kipevtr Oil'I'erminal II in order to

reduce or eliminate the demurrage costs accruing to the cost of firel.

it. The fuel pricing formula be amended to make demurrage a standalone lhctor of calctrlation of'the
price of fuel as opposed to the current scenario u'here it is lactored in the landing costs.

9. The number of tlays that a ship can stay at the KOT be specified as is the case n'ith Shirnanzi Oil

Terminal in order to reduce the amount o{'denrurrage paid per ship.

SIGNED... DATE
GLADYS WANGA, CBS, MP
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PETROLEUM PRODUCTS' (TAXES AND LEVIES) (AMENDMENT) BlLL,202l

A BiII
for

AN ACT of Parliament to amend various petroleum products' tax and levies related laws, and

for connected purposes

ENACTED by the Parliament of Kenya, as follows-

Short title

Amendment
of section
198 ofNo.l
of20l9

LN 196/20 l0

l. The Act may be cited as the Petroleum Products' (Taxes and Levies)
(Amendment) Bill, 202 l.

2. The Energy Act,2019 is amended in section 198 by inserting the

following subsection immediately after subsection (2)-

(3) The Cabinet Secretary may by notice in the Gazette amend the Sixth

Schedule to the Act.

(a) The notice under subsection (3) shall be laid before the National Assembly

within seven days of publication.

(5) The National Assembly shall, within twenty-eight sitting days from the

date of receipt of the notice under subsection (4), consider the notice and make a

resolution either to approve or reject the notice.

3. 'l-he Energy Act, 2019 is amended in section 224 by inserting the

following new subsection immediately after subsection (2)-

(3) The Energy (Petroleum Pricing) Regulations,2010 are hereby

revoked.

4. The Energy Act,Z}l9 is amended by inserting the following new schedule

immediately after the Fifth Schedule-

SIXTH SCHEDULE
PETROLEUM PRICING

PART A

l. The Maximum wholesale prices and the retail pump prices of petroleum

products at a wholesale depot or retail dispensing site shall be determined in
accordance with the fbrmula set out in this schedule.

2. The determined prices shall become effective on the l5th day of every calendar

month and shall remain in force until the 14rt day of the following calendar month.

3.The maximum wholesale and retail pump prices of petroleum products in

shillings per litre shall be determined as follows-
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(a) wholesale prices

For super petrol, regular, kerosene or automotive diesel, the formula shall

be-

P", = Cu (l + Lp+ La) + K (l +La) +n,r,

Where-
P* = the maximum wholesale price for super petrol, kerosene or
automotive diesell

Cu: the weighted average cost in shillings per litre ex the Kenya Petroleum

Refineries Limited (KPRL) and ex Kipevu Oil Storage Facility (KOSF);

K= the transportation cost from Mombasa to the nearest wholesale depot,

which is made up of x percent of pipeline tariff (K pr) and (100-x) percent

of road bridging cost (K,a);

Lo: the allowed losses in the pipeline;

Lo= the allowed losses in the depot;

M*: the allowed oil marketing company's gross wholesale margin

(b) Retail Pump Prices

For super petrol, regular petrol, kerosene or automotive diesel, the formula
shall be-
Pr- Ptt+l/lr. Z

Where,

P, = the maximum retail pump price of super petrol, regular petrol,

kerosene or automotive diesel applicable, in shillings per litre;

m,:the allowed maxirnum retail gross rnargin

z: the delivery rate from the nearest wholesale depot to a retail dispensing

site in shillings per litre;

4.The weighted average cost in shillings per litre ex the Kenya Petroleum

Refineries Limited (KPRL) and ex the Kipevu Oil Storage Facility (KOSF) (C")

shall be calculated using the following formula-

2v,,0(r,,0 +T * r) + ) v,,r(r,,0 +T -

Cu

2(v,,0 +v,,0)
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Where-

V,ry = the volume, in litres, of a cargo of a refined petroleum product

imported through the open tender system and discharged at the port

of Mombasa from the lOth day of the previous month to the 9th day

of the pricing month;

Ciry = the unit cost of a cargo of a refined petroleum product imported

through the open tender system and discharged at the port of
Mombasa from the lOth day of the previous month to the 9th day of
the pricing month, in shillings per litre;

V",p= the volume, in litres of petroleum product yield per month from crude

refined at Kenya Petroleum Refineries Limited for the previous one

calendar month;

C.,, = the calcr.rlated unit cost of a petroleum product yielded from crude

refilled at the Kenya Petroleum Refineries Limited per month for the

previous one calendar month in Shillings per Litre;

T : the total taxes and levies for petroleum products per shilling per litre
which shall be calculated as follows-

T: lcd*trd*tpattprt

Where-
,ra= Excise Duty;
/.,,i: Road Maintenance Levy;
tpar: Petroleum DeveloPment LevY;
tprr: Petroleum Regulation LevY;
Sa: Excise Duty Remission

5. The unit cost of imported refined petroleum products (Ccrpl shall be determined
in accordance with the calculation used in the open tender system for importation

of petroleum products.

6. The unit cost of petroleum products obtained from crude oil refined at the

Kenya Petroleum Refineries Limited lccrp - shall be the sum of landed cost of
crude oil, refinery fees, inventory financing costs and insurance costs for the crude

imports allocated to the refinery approved product yields, benchmarked to the cost

of importation of the same refined products.

7.The average mean exchange rate of leading commercial banks selected by the

Commission on the last discharge date shall be used in converting the imported

refined petroleum products and crude oil costs determined under paragraphs 5 and

6 from foreign currency to Kenya Shillings.

8. The factors K, Lr, Lo, IYrw,z, x shall be determined by the Authority.
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9. The Authority may review the calculation of the maximum wholesale and retail
pump prices of petroleum products determine under paragraph 3 as and when it
may deem it fit for the purposes of nronitoring compliance.

10. The Authority shall publish fbr general irrtbrmation the rnaximum wholesale

and retail pump prices.

I l. The Cabinet Secretary may by notice in the Gazette review the formula
specified in this Schedule.

12. The notice under paragraph ll shall be laid before the National Assembly
within seven days of publication.

l3.The NationalAssembly shall, within twenty-eight sitting days from the date of
receipt of the notice under paragraph I l, consider the notice and make a resolution
either to approve or reject the notice.

PART B
Pipeline tariff. Delivery rates and Bridging rates and X-factor

Location Rate- KES/Litre
I Pipeline

Tariff
K

Mombasa
Nairobi
Nakuru
Eldoret
Kisumu

0.000
2.250 plus VAT
3.095 plus VAT
3.980 plus VAT
3.975 plus VAT

Delivery
Rates (Z)

Within Town
(4Okm Radius)

Outside Town

0.48 plus VAT

KES 10.85 per Kilometer per 1000 Litres

Bridging
Rates K rtC

Mombasa to
Nairobi, Nakuru,
Kisumu and

Eldoret

KES 8.14 per km per 1000 Litres plus
VAT

x Factor Nairobi, Nakuru,
Kisumu and

Eldoret.

80% - Super Petrol arrd

Autonlotive Diesel 100%
Petrol and
KerosenE

Regular

PART C

Maximum allowed operational losses

Product Pipeline (Lor Depots (Lar

Super Petrol 0.01% 0.0t%
Regular Petrol 0.01% 0.01%
Kerosene 0.01% 0.01%
Automotive Diesel 0.01% 0.0t%
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PART D

Maximum Allowed Margins (M,,,+M,, )

Product

Super Petrol
Regular Petrol
Kerosene
Automotive Diesel

Maximum Allowed Margins (M mr)
(KES/Lite.)
9.00
9.00
9.00
9.00

Arnendment
of section
l0 of No.23
of20l5.

Amendment
of the First
Schedule to
No. 23 of
2015.

Amendment
of section 2

of No.l of
20t9

5. Section l0 of the Excise Duty Act,20l5 is amended in subsection (l) by

deleting the words "every year" and substituting therefor the words "every two
years".

Justification:
The amendment is to provide for the inflation adiustment to be done once

every two years.

6. The Excise Duty Act,2015 is amended in Paragraph 2(l) of the First

Schedule paragraph 2 (l) by inserting the following proviso-

Provided that the provisions of this paragraph shall not apply to the petroleum

products set out in paragraph I of Tariff descriptions 2710.12.20,2710.19.22,
27 10.19.3 I and 27 10.19.32.

JustiJicution
The amendment is to exempt petroleum productsfrom in/lation adiustmenl.

7. The Petroleum Development Fund Act,2019 is amended in section 2 by

inserting the following new definitions in the proper alphabetical sequence-

"Authority" means the Energy and

established under the Energy Act, 2019;
Petroleum Regulatory AuthoritY

"Cabinet Secretary" means the Cabinet Secretary for the time being in charge

of petroleum;

"Levy" means the Petroleum Development Levy established under section 3;
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Amendment
of section 3

of No. 4 of
t993,

8. The Petroleum Development Fund Act, 1993 is amended by deleting

section 3 and substituting therefor the following new section-

3. (l) There shallbe paid a levy on allpetroleum
fuels consumed in Kenya with a tariff code and

description specified in the first and second

columns, respectively, of the Schedule, at the
rates specified in relation thereto in the third
column of that Schedule.

(2) The levy shall be paid into the Petroleum

Developmerrt Fund.

(3) An oil marketing company shall on or
before the last day of the month immediately
following the month in which he becomes an oil
marketing company register with the collector as

a remitter.

(4) A person registered as a remitter who
ceases either permanently or temporarily to be a

marketeer shall, within thirty days of so ceasing,
notify the collector accordingly in writing
specifying the reasons for his ceasing to be a
remitter.

(5) The remitter shall pay the levy to the

collector immediately at the time of importation
of petroleum fuel or at the time of its delivery
from the refinery.

(6) The collector shall maintain records of
importation and submit to the Cabinet Secretary

a monthly return of payment of the levy received
during the month.

(7) The collector shall remit to the Petroleum

Development Fund all levy paid during the

month.

(8) Without prejudice to any other form of
remedy, any monies payable under this section

that remains unpaid for a period of thirty days

after the date that the same ought to be paid shall
be recoverable summarily by the collector as a

civil debt due and payable to the Petroleum

Development Fund.

(9) Notwithstanding the provisions section, if
a remitter fails to pay an amount payable by way

Petroleum
Development
Levy.
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Amendment
ol section 4
of No. 4 of
1993.

of a levy within the time prescribed by this
section a sum equal to five per cent of that
amount shall be added to the amount for each

month or part of a month thereafter that the

amount due remains unPaid.

(10) Any person who fails to comply with any

provision of this section shall be guilty of an

offence and liable to a fine not exceeding fifty
thousand shillings or to imprisonment for a term
not exceeding one year, or to both.

JustiJication
Anchoring the provisions on the Petroleum Development Levy in the Act, rather
than leaving it to regulations.

9. The Petroleum Development Fund Act is amended in section 4 by-

(a) deleting subsection (l) and substituting therefor the following new sub-

section-

(l) There shall be established a fund to be known as the Petroleum

Development Fund which shall consist of -
(a) moneys appropriated by Parliament for that purpose;

(b) all monies received in respect of the Petroleum Development
Levy.

(b) deleting subsection (3);

(c) deleting subsection (4) and substituting therefor-

(4) The levy shall be used for -
(a) matters relating to the development of the oil industry;

(b) development of common petroleum facilities for distribution or testing of
oil products;

(c) stabilization of local pump prices in instances of spikes occasioned by high

landed costs above a threshold determined by the Authority:
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Provided that the funds are not used for purposes in competition with the

private sector.

(d) bV inserting the following new subsection immediately after subsection

(4)-

(4a) The Cabinet Secretary may by writing to the administrator, request

for a draw down from the Petroleum Development Fund to stabilize local

petroleum pump prices where he deems it necessary.

10. The Petroleum Development Fund Act is amended by inserting the

following section immediately after section 4-

lnsertion of
new section
in No. 4 of
I 993.

Amendment
of section 5

of No. 4 of
t993
lnsertion of
new section
in No. 4 of
1993

Petroleum
Development

Fund Board.

4A. (l) There is established a Petroleum Development

Fund Advisory Board.

(2) The Advisory Board shall be an unincorporated body
consisting of-

(a) one person appointed by the Cabinet Secretary for
the time being responsible for Finance;

(b) one person appointed by the Cabinet Secretary for
the time being responsible for rnatters related to
Energy;

(c) one person appointed by the Cabinet Secretary for
the time being responsible for Petroleum; and

(d) a representative of the Authority.

(3) The functions of the Advisory Board -
(a) shall approve withdrawals out of the Fund; and

(b) may impose conditions on the use of any

expenditure authorized and may impose any

reasonable prohibition, restriction or any other
requirement on the use of such expenditure.

11. The Petroleum Development Fund Act is amended in section 5 by deleting

paragraph (b).

12. The Petroleum Development Fund Act is amended by inserting the

following section immediately after section 6-
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Insertion of
Schedule in
No. 4 of
I 993

Revocation 7. (l) The Petroleum Development Levy Order, 2020 is

of rN.tunozo revoked.

and
(2) The Petroleum Development Levy Order, 2020 is

LN. t74/2020 revoked.

Justification:

Revocation of LN.124/174 ttf 2020 in view of clause 6 of this Bill.

13. The Petroleum Development Fund Act, 1993 is amended by inserting the

following schedule -
FIRST SCHEDULE

Tar iff C o de De s cr ipt i o n Rate of Levy Kshs.

27 09 -00.1 0 Condensates
2900.00 per 1,000 litres at

20"c
2900.00 per 1,000 litres at
20"c

2900.00 per 1,000 litres at

20'c
2900.00 per 1,000 litres at
20"c
2900.00 per 1,000 litres at

20"c

27 10.00.21 Aviation spirit (gasoline)

2710.00.22 Motor spirit (gasoline), premium

2710.00.23 Motor spirit (gasoline), regular

2710.00.24 Jet fuel (spirit type)

27tO.OO.Z5 
Special boiling point spirit and white 2900.00 per 1,000 litres at

'' '"'""'-" spirit 20"C

2900.00 per 1,000 litres at

2710.00.2g 
Other light petroleum oils and 20oC

preparatlons

27t0.00.32

2710.00.39

2710.00.41

2710.00.43

27t0.00.44

2710.00.45

Kerosene 400.00 Per 1,000 litres at
20"c

Other medium petroleum oils and 2900.00 per 1,000 litres at

preparations 20oC

Diesel oil (industr'u'' 
-n-.::I:.1!ll'zqoo.o0 per t,000 titres at

for low speed marine and stationerV rO"a'
engines)

other gas oit 1393 " 
per l'000 litres at

Residual fuel oils (marine furnace 2900.00 per 1,000 litres at

similar fuel oils engines) of 125 cSt 20'C

Residuar fueroirs of 180 cSt 3393 
o'per l'000 litres at
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2710.00.46

2710.00.47

271 l.l 1.00

2711.12.00

271L13.00

27ll.14.00

27 t 1.19.00

2711.21.00

27fi.29.00

2713.20.00

2713.90.00

2714.t0.00

2714.00.00

271 5.00.00

Residual fuer oils of 280 cSt 
3393 " 

per l'000 litres at

other residuat ruel oirs 3;93 " 
per l'000 litres at

Liquefied natural gas ;333 " 
per l'000 litres at

Liquefied propane 
3393 " 

per l '000 Kg at

Liquefied butanes 1393 " 
per l '000 Kg at

Liquefied ethylene, propylene. 2900.00 per 1.000 Kg at

butylenes and butadiene 20"C

other liquefied perroteum gases 
339a? 

oo per l'000 Kg at

Naturatgasingaseousstate 13930' 
per l'000 Kg at

other petroreum gases 
3333 " 

per l'000 Kg at

petroleum bitunren 400'00 per l'000 Kg at

20"c

Other residues of petroleurnj:,^.::2900.00 per 1,000 Kg atoils obtained from bituminous lOJi'
minerals

Bituminous or oit shale and tar rr"or 
3393 

00 per l'000 Kg at

Bitumen and asphalt or asphalts and 2900.00 per 1.000 Kg at

asphaltic rocks 20"C

Bituminous mixtures 2900'00 per l'000 Kg at
20"c

Amendment
ol No. 23 of
20t3

JustiJication:
To set Petroleum Development Levy al 2.90sh

14. The Statutory Instruments Act, 201 3 is amended in section I 5 by inserting

the following subsection immediately after subsection (3)-

(4) Without prejudice to the provisions of section l2 and this section, any statutory
instrument which contains provisions dealing with taxes, levies or fees, or has the

effect of imposition of a charge on a public fund or variation or repeal of such

charge, the National Assembly shall, within twenty-eight sitting days from the

date of receipt of the notice under section I l, consider the notice and make a

resolution either to approve or reject the notice.

Justification: to require that all regulations affecting taxes, Ievies and fees be

approved or rejected by the whole House and not the Committee on

delegated.
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Amendment
of section 5

ofNo.35 of
2013

15. Section 5 of the Value Added Tax Act,20l3 is amended in subsection 2-

(a) by deleting the word o'eight" appearing in paragraph (aa) and substituting

therefor the word "four";

lustfuation:
Reduction on VAT on petroleum productsfrom 8% to 4%.

(b) by inserting the following new paragraph immediately after paragraph

(aa)-

(ab) in the case of the supply of liquified petroleum gas including

propane, eight percent, effective on the date ofassent.

JustiJication
Reduction of VAT on LPG from 16% to 8%.
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MEMORANDUM OF OBJECTS AND REASONS

This is a miscellaneous Bill to amend several tax and levies related laws

The object of this Bill is to review taxes and levies on petroleurn products. with a view to

making the products cheaper. The global prices have been on the risc in the recent tronths.

hence to bring the price of fueldown, there is need to reduce the taxes and levies applicable to

petroleum products.

Further, the Bill proposes to restructure the Petroleum Development Fund, with particular

reference to specifying the purposes for which the Petroleum Development Levy rnay be used.

The Bill further makes amendments to the Statutory Instruments Act. to require that all

statutory instrumerrts that irnpose taxes and levies are positively or negatively approved by the

National Assembly.

Clause I sets out the short title

Clause 2 amends the Energy Act to provide that the Cabinet Secretary may amend the Sixth

Schedule to the Act and that the notice should be tabled in the National Assembly.

Clause 3 of the tsill provides lor revocation ol'the Energy (Petroleurn Pricing) Regulations.

2010 in view of clause ;l which has moved the provisions of the llegulations to the Sixth

Schedule.

Clause 5 of the Bill is amendment to the Excise Duty Act, to provide that Excise Duty inllation
adjustrnent shall be done biennially.

Clause 6 and 7 are amending the Petroleurn Development Fund Act to provide for the

Petroleum levy and to anchor provisions which were previously contained in the Petroleum

Development Levy Order, 2019.

Clause 8 is amending provisions on the Petroleurn Development Fund to harmonise the

provisions with clause 7. Further, it specif)es the purposes the levy shall be used for.

Clause 9 establishes the Petroleum Development Fund Board wltose major function is ttr
approve withdrawals from the Fund.

Clause l0 is deletion of a function rvhich was previously assigned to the administrator of the

Fund but has not been assigned to the Board.

Clause ll is revocation of the Petroleum Developnrent Levy Orders.

Clause 12 amends the Petroleum Development Act by inserting a new schedule to prescribe

the Petroleum Development Levy at shs 2.90

Clause 13 is an amendment to the Statutory lnstruments Act to require that all statutory

instruments that have the effect of imposing or varying taxes and levies should be approve by

the National Assembly.
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Clause 14 amends the Value Added Tax Act by reducing the VAT applicable to petroleum

products and liquified petroleum gas to 4o/oand 8% respectively.

Statement of delegation of legislative powers and limiting fundamental rights and

freedoms

The Bill does not contain any provision limiting any fundamental rights or freedoms or

delegating legislative powers.

Statement on the Bill concerning county governments

The Bill does not concern county governments in terms of Article ll0(l) (a) as it does not

affect the functions and power of county governments as set out in the Fourth Schedule.

Statement that the Bill is a money bill, within the meaning of Article ll4 of the

Constitution.

The enactment of this Bill may occasion additionalexpenditure of public funds

\ltu 0 cDated the ...day of ,2021.

WANGA

liament
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Section 198 of the Energy Act, which it is proposed to umend-

198. Power of Cabinet Secretary to make regulations

(l) The Cabinet Secretary upon recommendation by the Authority tnay, make regulations

for carrying out the provisions of this Act by notification, in the Gazette.

(2) ln particular, and without prejudice to the generality of the fbregoing, such regulations

may provide for all or any of the following matters-
(a) the qualifications, criteria and conditions subject to which a person may be

accredited as energy auditors and energy managers and the procedure for such

accreditation;

(b) the energy consumption norms and standards for designated consumers;

(c) different nonns and standards fbr different designated consumers;

(d) the form and manner and the time within which infonnation with regard to energy

consumed and the action taken on the recommendations of the accredited energy

auditor be furnished;

(e) the manner and the intervals or time in which the energy audit shall be conducted;

(0 particulars required to be displayed on labels and the

manner of their display;

(g) the manner and the intervals of time for conducting energy audit by an accredited

energy auditor;

(h) the form and manner in which the status of energy consumption be subrnitted;

(i) form and manner for preparation of the scheme and its irnplementation;

0) energy efficiency and conservation building codes;

(k) prescribing the procedure for issuing the energy savings certificate;

(l) value of per metric ton of oil equivalent of energy

consumed;

(rn) matters relating to inspection;

(n) manner of holding inquiry;

(o) form of and fee for filing such appeal;

(p) publication of energy statistics or infonnation;

(q) the type, manner and forrn of energy data and inforrnation that must be published;

(r) minimum levels of energy efficiency in each sector

of the economy;

(s) steps and procedures necessary for the application of energy efficient technologies

and procedures;

(t) labelling for energy efficiency purposes of household appliances, devices and motor
vehicles;

(u) prohibition of the manufacture, or importation or sale of electrical and electronic
products and fuel burning appliances for reasons ofpoor energy efficiency;

(v) standards and specifications for energy carriers;

(w) energy etficiency standards for specitic technologies. processes, appliances,

devices, motor vehicles and buildings;
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(x) energy conservation lleasures to be used during energy shortage, which may

include but not limitcd to the arnount of energy to be saved, the duration for such

measures and penalties associated with non-cornpliance to such measures;

0) penalties and sanctions to be imposed by the Authority; and

First Schedule of the Excise Duty Act, which it is proposed to umend

2.(l) The specific rates of excise duty on excisable goods specified in this Schedule shall

be adjusted tbr inflation at the beginning of every financial year in accordance with

this paragraph.

(2) Each rate of excise duty specified in the table in paragraph I shall be replaced by

the rate of excise duty cornputed by reference to the following formula-
A(r+B)
where -A is the rate of excise duty on the day inrmediately befbre the adjustment day; and

B is the adjustment factor tbr the ad.iustment day, calculated as the average rate of rnonthly

irrflation ol' the preceding financial year.

Section 2 of the Petroleum Developmentfund Act, which it is proposed to amend-

Interpretation
In this Act, unless the context otherwise requires-
ttCom missioner" means-
(a) the Comrnissioner-General appointed under section Il(l) of the Kenya Revenue

Authority Act (Cap. 469); or

(b) with respect to powers or functions that have been delegated under section ll(4) of the

Kenya Revenue Authority Act (Cap. 469) to another Commissioner, that other

Cornmissioner;
,.financial year" means the period of twelve months ending on the 3Oth June in each year;

.'Fund" means the Petroleum Developnient Fund established under section 4;

,,olficer aclministering the Funtl" ureans the Pertnanent Secretary to the Treasury or any

person appointed by him in writing for that pLrrpose.

Section 3 of the petroleum Development Fund Act, which it is proposed to amend-

Petroleurn developrnent levy

3.(l) The Minister may rnake a petroleurn development levy order imposing a levy on all

petroleum fuels consumed in Kenya to be collected by the Commissioner and the order

may provide for the amendment of a previous petroleum development levy order and

may make different provisions in relation to different descriptions of fuel.

(2) A petroleurn development levy order may contain provision as to the evidence by which

a person's liability to the levy or his discharge of that liability may be established, and

as to the time at which any amount payable by way of levy shall become due and

manner in which it shall be recovered by the Commissioner.



Petrolettm Products' (l'axes ond Levies) (Amendment) Bill, 202 I

(3) A person who fails to comply with any provision of a petroleum development levy order

shall be guilty of an offence and liable to a fine not exceeding fifty thousand shillings or

to imprisonment for a term not exceeding one year, or to both.

Section 4 of the Petroleum Devektpmenl Fund Act, which it is proposed lo amend-

4.The Petroleum Development Fund

(l) There shall be established a fund to be known as the Petroleum Development Fund which
shall consist of moneys appropriated by Parliament for that purpose.

(2) The Fund shall be administered by the Permanent Secretary to the Treasury or any person

appointed by him in writing for that purpose.

(3) All moneys received in respect of the petroleum development levy shall be paid into the

Fund.

(4) There shall be paid out of the Fund such monies as are necessary for the development of
common facilities for the distribution or testing of oil products and for matters relating
to the development of oil industry as the Minister may direct:

Provided that the funds are not used for purposes in competition with the private sector.

(5) The expenditure from the Fund shall be on the basis and lirnited to the annual btrdget

which shall be subrnitted to the Treasury fbr approval befbre the beginning of the

financial year to which the budget relates.

(6) All receipts, savings and accruals of the Fund and the balance of the Fund at the close of
each financial year shall not be paid to the Consolidated Fund, but shall be retained for
the purpose for which the Fund is established.

Section 5 of the Petroleum Devebpment Fund Act, which it is proposed to amend'

5. Powers and functions of the offlcer administering the Fund

The officer administering the Fund shall-

supervise and control the adrninistration of the Fund;

if he thinks fit, impose conditions on the use of any expenditure authorized by hirn or on

his behalf and nray inrpose any reasonable prohibition. restriction or any other

requirement on the use of such expenditure;

cause to be kept all proper books ofaccounts and other books and records related to the

Fund; and

prepare, sign and transmit to the Controller and Auditor-General an account of the fund

in accordance with section l8(2) of the Exchequer and Audit Act

(a)

(b)

(c)

(d)

Section t5 of the Statutory Instruments Act, wlticlt it is proposed to umend-

15. Report to Parliament
(l) The Committee shall make a report to Parliament containing only a resolution that the

statutory instruments that stands permanently referred to the Comtnittee be revoked.



Pelroleunr l)rodttct.s' (T'axe.s and Levies) (A mendment) Bill, 202 I

(2) Where the Comrnittee does not make the report ref-erred to in subsectiorr ( l) within twenty

eight sitting days after the date of referral of the statutory instrument to the Committee

under section 12. or such other period as the House may, by resolution approve, the

statutory instrument shall be deemed to have fully met the relevant considerations

referred to in section 13.

(3) Despite the provision of this Act or any other written law, where a time is prescribed
for doing an act or taking a proceeding by the National Assembly relating to the

handling of a statutory instrument, the National Assembly may' by resolution,
extend that time by a period not exceeding twenty-one days.

Section 5 of the Value Added Tax Act, 2013, which it is proposed to amend-

5. Charge to tax
( l) A tax, to be known as value added tax. shall be charged in accordance with the provisions

of this Act on-

(a) a taxable supply made by a registered person in Kenya;

(b) the importation of taxable goods; and

(c) a supply of irrrported taxable services.

(2) The rate of tax shall be-

(a) in the case ofa zero-rated supply, zero per cent;

(aa) in the case of goods listed in section B of Part I of the First Schedule, eight percent

of the taxable value, efJ'ective tiorn the date of assent; or

(b) in any other case. fburteen per cent of the taxable value of the taxable supply, the

value of irnportecl taxable goods or the value of'a supply of irnported taxable

serv ices.

(3) Tax on a taxabte supply shall be a liability of the registered person making the supply

and, subject to the provisions of this Act relating to accounting and payment, shall

become due at the time of the supply.

(4) The arnount of tax payable on a taxable supply, if any, shall be recoverable by the

registered person from the receiver of the supply, in addition to the consideration.

(5) Tax on the irnportation o1-taxable goods shall be charged as if it were duty of customs

and shall become due and payable by the irnpofter at the time of importation.

(6) Tax on the supply of impofted taxable services shall be a liability of any person receiving

the supply and, subject to the provisions of this Act relating to accounting and payment,

shall become due at the tirne o1'the supply.

(7) The provisions of subsection ( l) shall be applicable to supplies made over the internet or

an electronic network or through a digital marketplaoe.

(8) Thc Cabinet Secretary shall make regulations to provide the mechanisms for
irrplementing the provisions olsubsection (7).

(9) For the purposes of this section, "digital marketplace" means an online platform which

enables users to sell or provide services, goods or other properly to other users.
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MINUTES OF THE 77TH SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD IN THE COMMITTEE ROOM ON

FIFTH FLOOR, CONTINENTAL HOUSE ON TUESDAY, I9TH OCTOBER 2O2I AT
lo:OO A.M.

PRESENT
I. Hon.
2. Hon.
3. Hon.
4.. Hon.
5. Hon.
6. Hon.
7. Hon.
8. Hon.
9. Hon.
lO. Hon.
11. Hon.
12. Hon.

()ladys Wanga, CIIS, MI']
Isaac W. Ndirangu, MP
Jimmy O. Angwenyi, MGH, MP
Christopher Omulele, CBS, MP
Andrew A. Okuome, MP
David M. Mboni, MP
trdith Nyenze, MP
F'rancis K. Kimani, MP
James Gichuhi Mwangi, MP
(Pro1.) Mohamud Sheikh Mohamed, MP
Peter Lochakapong, MP
Qalicha ()ufir Wario, MP

Chairperson
Vice Chairperson

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CBS, MP
2. Ilon. Daniel E. Nanok, MP
3. I-lon. (Dr.) (-'hristine Onrbalta, MP
.1,. I'lon. Joseph M. Oyula, MP
5. I Ion. .loshr"ra C. Kandie, MP
6. Hon. Stanley M.Muthama, MP
7. Hon. Catherine Warugltru, MP

INATTENDANCE
SECRETARIAT

l. Ms. I-eah Mwaura
2. Ms. Jenniftr Ndeto
3. Ms. Laureen Wesonga
,\. Dr. Benjamin Ng'imor
5. Mr. l,uka Mutua
6. Ms. Christine Maeri
i. Ms. [Iannah Mwangi

Senior Clerk Assistant/lfead of Secretariat
Principal Legal Counsel I
Clerk Assistant II
Senior Fiscal Analyst
Serjeant-At-Arms
Audio Oflicer
I ntern

ENERGY AND PETROLEUM REGULATORY AUTHORITY (EPRA)
l. Mr. Daniel Kiptoo l3argoria - Director General
2. Mr. Edward Kinyua - Director, Petroleum and Gas

AGENDA
l. Prayers
2. Communication from the Chairperson
g. Confirmation of Minutes fiom the previous sitting(s) and Matters Arising
4. Meeting with the Ministry of Petroleum and Mining to discuss demurrage

charges on petroleum and petroleum products
5. Any Other Business
6. Adjournment/Date of'Next Meeting



MIN.NO.NA/F&NP/ 2O2I / 85L COMMUNICATION FROM THE CHAIRPERSON
-fhe meeting was called to order at 10:26 a.m. and a prayer was said. The Chairperson tlten

r,velcomed the Director General EPRA to explain to the nreeting why the CS had not honored

the Committee's summotrs to appear fbr the nreeting.

MIN.NO.NA/F&NP/ 2o2r / 3521

Agenda defbrred
CONFIRMATION OF MINUTES

MIN.NO.NA/F&NP/ 2O2I / 3531 MEETING WITH THE MINISTRY OF
PETROLEUM AND MINING TO DISCUSS
DEMURRAGE CHARGES ON PETROLEUM
AND PETROLEUM PRODUCTS

Mr'. Bargoria infbrmed the rneeting that the CS was not able to appear belbre the Conlmittee
because he was attending to ollicial duty in Sotrth Sudan.

Members were concerned that despite the urgency of the n)atter under consideration ancl

issLrance of summons to appear before the Committee, the CS had failed to attend the meeting.
Consequently, the Committee resolved that the CS should pay a fine of'KSh. 5oo,oOo prtrsuant
tosection rO(r)o{'theParliamentaryPowersancl PrivilegesActancl StandingOl'cler l9lA.

Orving to the lirnited tinre u'ithirt rvhich the (-'ornnrittee rvas srrpltosed to table thi: r'eport, the

Cornntittee resolvt:cl to listen to the llresentation by thc l)it'et:tot'()enet'al til)ltA itt orclet'ttr
flnalise on the repr;rt.

I'he Chairperson in','ited Mr. llargoria to uralte their subnrission. Mr. Ilargoria informed the

Committee on the demurrage that had been chat'ged on vessels fi'orn.lanuary to.lttne 2o2l.Lle
gave details of'the vessels, date of arrival, last clate of'clischarge, clentttrt'age atrrotttrt and the

denrurrage paid by Kenyans on each ship 1>er litre of fuel'

MEMBERS' DELIBERATIONS
l. On the amount of demLrrrage charged per ship, the nteeting was infbrnred that the

amount charged per ship is determined by the Chalter Party Contract signed between

oil inrporters and the ship owners. The charges are as fbllows: for a ship of ++,ggg M l'
and below, demurrage of USD 25,ooo is paid per day pro rata; fbr a ship of tret,'veen

4.5,ooo M'f and 79,999 M'l-, clemtrn'age of L,ISD 3l,o(x) is paicl per rla.y I)ro rata; and f<>r

a ship of'betw'eerr So,(x)() anrl 159,s)91) M-l', clelrrun'agt' ol'L-lSl) t,S,Otlt) is paid per tla.y

pl'o rata.
2. On whether there is a policy providing fbr the ntttnber of'days that tlemttt'r'a14e catr lrc

paid on a ship, the nreeting was infbnled that the Ministry had isstred a 1>olicy that
demurrage can only be paid to a vessel lbr ten days on Shinranz.i Oil l'errninal btrt thert:

was no policy on the sall)e at KipevLr Oil ferminal.

MIN.NO.NA/F&NP/2O21/3541 ADOPTION OF THE REPORT ON ON
INQUIRY INTO THE CAUSE OF INCREASE
IN PRICES OF PETROLEUM AND
PETROLEUM PRODUCTS

'l'he report was adopted having been proposed by Hon. Editlt Nyenze, MP and secondecl by

Ilon. James Gichuhi Mrvangi, MP.

'fhe Committee agreed on the observations and recommenrlations contained in the report.

c2



MIN.NO.NA/F&NP/ 2O2I/ $551 ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was adjourned at 1.O3 p.m. The

next meeting will be held on notice.

N. GLADYS WANGA, CBS, MP
(cHAIRPERSON)

SIGNED .DATE......l\ Irq ,.1
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MINUTES OF THE 75TH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN THE COMMITTEE ROOM ON
SECOND FLOOR, CONTINENTAL HOUSE ON WEDNESDAY, 6TH OCTOBER ZOS T

AT ro:oo A.M.

PRESENT
I. Hon. Gladys Wanga, CBS, MP
2. Hon. Isaac W. Ndirangu, MP
.9. Hon. Jimmy O. Angrvenyi, MGIJ, MP
+. Hon. Shakeel Shabbir Ahnred, CBS, MP
5. Hon. Daniel E. Nanok, MP
6. Hon. (Dr.)Christine Ombaka, MP
7. Hon. Andrew A. Okuome, MP
8. Hon. David M. Mboni, MP
9. I-lon. Joshua C. Kandie, MP
to. LIon. Edith Nyetrze, MP
I L IIort. Jatttes GichLrhi Mivangi, N{P
12. I{on. (l']rof.) Mohanrtrd Sheilth Mohanred, MP
13. [Ion. Peter Lochakapong, MP
14,. Hon. Qalicha Gufu Wario, MP

ABSENT \MITH APOLOGY
l. Hon. Christopher Omtrlele, CBS, MP
2. I{on. Francis K. Kimani, MP
s. Hon.Joseph M. Oyula, MI'}
+. I{on. Stanley M. Mut}rarna, MP
5. LIon. Catherine Waruguru, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jennifbr Ndeto
3. Ms. Lauret:n Westlrtga
1.. Dr. Benianrin Ng'intor'
5. Mr. Chelang'a Maiyo
6. Mr. Luka Mutua
i. Mr. Hillary Luteshi
8. Ms. Hannah Mwangi
9. Ms. Roselyne Kerubo

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Principal Legal Cor.rnsel I
(llerk Assistant II
Senior F-iscal Analyst
Iiesearch Officer II
Serjeant-At-Arms
Audio Officer
Intern
I ntern

KENYA PETROLEUM DISTRIBUTORS ASSOCIATION
l. Mr. Joseph Karania- Chairman
2. Mr. Okumu Okwawema- Secretary General

AGENDA
l. Prayers
2. Comtnunication fi'om the Chairperson
s. (lonfirrnation o1'Mintrtes ti'onr the prer,'ious sitting(s) and Matters Arising
4. Meeting with the Ministry of Petroleum and Mining to discuss demurrage

charges on petroleum and petroleum products
5. Any Other Business
6. Ad.iournment/Date of Next Meeting

I



MIN.NO.NA/F&NP/ 20/27 / 94,11 COMMUNICATION FROM THE CHAIRPERSON
-fhe nreeting was called to order at lO:3O a.m. and a prayer was said. fhe Chairperson then

infbrmed the meeting that the Committee had received a letter fi'om the Ministry of Petroleum

and Mining indicating that the Principal Secretat'y was away fiom ofllce on an urgent ofhcial

engagement and is therefore not able to attend the meeting. They recluested that the meeting is

postponed to the week beginning lutl'October 2o21.

MIN.NO.NA/F&NP/ eo2r / 348
Agencla defbrrecl

CONFIRMATION OF MINUTES

MIN.NO.NA/F&NP/2021/3491 MEETING WITH THE MINISTRY OF
PETROLEUM AND MINING TO DISCUSS
DEMURRAGE CHARGES ON PETROLEUM
AND PETROLEUM PRODUCTS

I-laving been infbrmed about the unavailability of the CS and PS Ministry of Petroleutn and

Mining, the meeting deliberated extensively on the tnatter ancl resolved to issrre summons fbl'

the CS to appear belore the Committee on Thursday, 7tl' October 2O2l at lo.OO a.m. pursttant

to S.O. l9l.

'fhe Chairperson then invited the Kenya Petroleum Distributors Association to make their'

submission to the Contnrittee as they had requested the Comnrittee to give them a chance tcr

make a presentation.

'l-he Kenya Petroleum Distributors Association subtttitted tltat:
l. In r>r'der to lte a rlentber of'the spillaue cltrb, an oil ntat'ketet'is t'eqttit'ed to pay KSh. Z.s

nrillion with a rnonthly subscriptiotr;
e. To get a license to import firel, one nee<ls to pay one nrillion dollal's to KPC ol' llloney

equivalent to I million litres o1'the prodtrcts one will be clealing in;

S. trPRA has very punitive demands including a certain acreage of'lancl before being given

a license; and
+. The requirement that LPG cylinders have to be refilled by the specific conrpany is

unfair to consumers.

-fhey noted that the above requirements make it difficult fbr local oil marketers to do business

in the country and are fhvourable to nrultinational conlpanies.

MIN.NO.NA/F&NP/ 2O2I / 35OI ADJOURNMENT/DATE OF NEXT
MEETING

'l-here being no other business to deliberate on, the ttreetin{r w?ls ad.iotrrned at 12.06 p.nr. -fhe

next nreetingwill be held on'l'uesday, Ttl'October'2O21 at l0.OO a.ln.

N. GLADYS WANGA, CBS, MP
(CHAIRPERSON)

.DATE.. n\:e lrsat

2

SIGNED.



MINUTES OF THE 74TH SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD IN THE BOARD ROOM ON FIRST
FLOOR, RED CROSS HOUSE ON TUESDAY, 5TH OCTOBER 2O2I AT TO:OO A.M.

PRESENT
l. Hon
2. I-Ion
3. Hon
4. I{on
5. Hon
6. Iion
1. IIon
8. Hon
f). I{on
10. Hon
II. Hon
12. Hon

Gladys Wanga, CBS, MP
Jimmy O. Angwenyi, MGH, MP
Christopher Omulele, CBS, MP
Daniel E. Nanok, MP
(Dr.) Christine Onrbaka, MP
Andrew A. Okuome, MP
David M. Mboni, MP
.loseph M. Oytrla, Ml']
Joshuit C. Kandie, MP
Edith Nyenze, MP
James Gichuhi Mwangi, MP
Peter Lochakapong, MP

Chairperson

Vice Chairperson

Senior Cllerk Assistant/IIead of Secretariat
Principal Legal CoLrnsel I
Clerk Assistant II
Senior Fiscal Analyst
Research Officer II
Fiscal Analyst III
Serjeant-At-Arms
Audio Oflicer
Intern
I ntern

ABSENT WITH APOLOGY
1. Hon. Isaac W. Ndirangu, MP
2. Hon. Shakeel Shabbir Ahmed, CBS, MP
3. Hon. Irrancis K. Kinrani, MP
+. Hon. Stanley M.Muthama, MP
5. Hon. (Prof.)Mohamud Sheikh Mohamed, MP
6. Hon. Catherine Waruguru, MP
1. Hon. Qalicha Gufir Wario, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mr'vattt-it

2. Ms. Jennifbr Ndeto
3. Ms. Laureen Wesonga
+. Dr. Benlamin Ng'imor
5. Mr. Chelang'a Maiyo
6. Mr. Brian Gikunda N.ieru
i. Mr. Luka Mutua
8. Ms. Mercy Kerubo
9. Ms. Hannah Mwangi
lo. Ms. Roselyne Kerubo

AGENDA
l. Prayers
2. Communication from the Chairperson
.3. Conflrntation of'Minrrtes fl'orn the plevious sitting(s) and Mattet's Arising
+. Adoption of the Report on Petitions regarding increase in the price of petroleum

and petroleum products in KenYa
5. Any Other Business
6. Adjournment/Date of Next Meeting



MIN.NO.NA/F&NP/2027/ 3421 COMMUNICATION FROM THE CHAIRPERSON
The meeting was called to order at lO:17 a.m. and a prayer r,vas said. The Chairperson then

infbrmed the meeting that the Committee had written to the Ministry ol' PetroleLtm and

Mining inviting them fbr a meeting on Wednesclay, 6tl'October 2O2l at lO.Oo a.nr. to deliberate
tirlther on the issue of dernurrage charges. l-he Cottttnittee u,ill then ttse the infbrnration
gathered from the meeting to make recommendations in the report on demurrage charges. It
rvas therefore agreed that the report will be acloptecl after nteeting with the Ministry ot'

I)etrolerrnr and Mining.

MIN.NO.NA/F&NP/ zot | / 343
Agenda deferred

CONFIRMATION OF MINUTES

rq

MIN.NO.NA/F&NP/2O21/3441 MEETING TO ADOPT TI{E REPORT ON
PETITIONS REGARDING INCREASE IN
THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

The agenda was deferred to Wednesday, 6'l' October 2o21.

MIN.NO.NA/F&NP/ 2O2I / 345: CONSIDERATION OF THE COMMITTEE
RECOMMENDATIONS ON THE REPORT
ON THE INQUIRY INTO THE CAUSE OF
INCREASE IN PRICES OF PETROLEUM
AND PETROLEUM PRODUCTS AND THE
DRAFT PETROLEUM PRODUCTS' (TAXES
AND LEVIES) (AMENDMENT) BILL, zozr

'fhe Comntittee Clerl<, Ms. l,eah Mwatrra, took the Clommittee throtrglt the draf t

recommendations. Menrbers adopted the recotnrnendations noting that their deliberations wel'e

aptly r:apturerl in the t'ecorntnenclatiotrs.

'l-he Legal (lorrnsel, Ms. .lepnifbr Nrleto, tooli the Con'rntittet: tltrottgh the draft Pett'olr:ttrr.t

I)roducts' (1-axes and Levies) (Amendrrrent) Bill, 202 l. Nlernbet's noted tltat the deterrttination
of'inflation ad.iustment on Iixcise l)uty biennially had not been c:aptttred in the draft llill.

MIN.NO.NA/F&NP/ 2O2I / 3461 ADJOURNMENT/DATE OF NEXT
MEETING

-lhele being no other business to deliberate ou, the nteeting was ad.iotrrned at Il.O5 a.m.-lhe
rrext rrreeting will be held on Wednesday, 6tl'October 2O2l irt l0.OO a.nr.

H LADYS WANGA, CBS, MP
(CHATRPERSON)

SIGNED... ....DATE.......

I

RI ?!?)
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MINUTES OF THE 73RD SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN MINI CHAMBER, FIRST FLOOR,

COUNTY HALL ON MONDAY, 4.TH OCTOBER 2O2I AT TO:OO A.M.

PRESENT
1. Hon. Gladys Wanga, CBS, MP
2, Hon. Isaac W. Ndirangu, MP
3. FIon..lin-rmy O. Angwenyi, MGII, Ml']
+. FIon. Christopher Omtrlele, CBS, MP
5. FIon. Daniel E. Nanok, N{l)
6. Hon. David M. Mboni, MP
7. Hon. Francis K. Kimani, MP
8. Hon. Joseph M. Oyula, MP
9. Hon. Joshua C. Kandie, MP
lo. Hon. Edith Nyenze, MP
I l. Hon. James Gichuhi Mwangi, MP
12. FIon. Qalicha Gufr-r Wario, MP

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CBS, MP
2. FIon. (Dr.)Christine Ombaka, MP
3. Hon. Andrew A. Okr.rome, MP
4. Hon. Stanley M. Muthama, MP
5. Hon. Catheline Warugtrrtr, MP
6. Hon. (Prof.) Mohamud Sheikh Mohamed, MP
i. FIon. Peter l,ochakapong, MIr

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jennifer Ndeto
3. Ms. Laureen Wesonga
+. Dr. Benjamin Ng'imor
5. Mr. Chelang'a Maiyo
6. Mr. Brian Gikunda Njeru
i. Mr. John Njoro
8. Ms. Mercy Kerubo
9. Ms. Flannah Mwangi
10. Roselyrte Kerubo

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Principal Legal Counsel I
Clerk Assistant II
Senior Iriscal Analyst
Research Ofiicer II
Fiscal Analyst III

Serjeant-At-Arms
Ar"rdio Officer
Intern
I ntern

AGENDA
l. Prayers
2. Communication fionr the Chairperson
S. Confirmation of Minutes from the previous sitting(s) and Matters Arising
4. Consideration of the Report on Petitions regarding increase in the price of

petroleum and petroleum products in Kenya
5. Any Other Business
6. Ad.jor-rrnrnent/Date o1'Next Meeting



MIN.NO,NA/F&NP/ 2021/ 3381 COMMUNICATION FROM THE CHAIRPERSON
'lhe meeting was called to order at lO:Zf) a.trt. antl a pl'ayet''nvas said.'l'he agenda rvas then

adopted having been proposed by IIon. Daniel Nanok, MI'ancl seconded by IIon. Iil'ancis

Kimani, MP.

MIN.NO.NA/F&NP/ 2o2r / ssel
Agenda defbrred

CONFIRMATION OF MINUTES

MTN.NO.NA/F&NP/2O21/34O: MEETING TO CONSIDER THE REPORT
ON PETITIONS REGARDING INCREASE IN
THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

-fhe Committee deliberated and agreed that the fbllowing taxes ancl levies shoLrld be altered in
order to bring down the cost of ftrel and LPG in the cottntry:

l. Reduce the Petroleum L)evelopment Levy on Super Petrol and Diesel fionr KSh.5.'l'0 trr

KSh. z.so;
2. Reduce VA-f rate on firel fl'orn 8% t<>'llX,;

.9. Reduce VA'f rate on LPG fiorn l6% tct So/o;

.1. Reduce the gross prolit rnargin fbr oil ntarketirtg t:ornltanies by KSh. 3 fi'onr KSh. l2 to
KSh. sr;

S. Waive the inflation adjustment on [ixcise Duty tltat was supposecl to be charged on

petroleum and petroleunt prodttcts this year; and

6. The inflation on Excise Duty shall be ad.justed biennually and Members of Parliament
shall have an input in it throrrgh the Irinartce Bill.

The (lommittee Secretariat was directecl to:

l. rnake amendnrents to the relevant statLltes capturing the above recomtnendations; and

2. insert a new chapter in the report captLrring three scenarios on how alteration o1'the

r.ates/amounts of'taxes and levies will aflect the rer,'enttes and prices of petroleum in the

country.

(Details of the proposed amendnterLts are containerl in Part Ftue of I.he rcport ot the constderdhon of the

I'jeti ttctn s)

With regards to the issue o1'LP(] in the country, the Contntittee deliberatecl and agreed that
rn,>re inrlestigations orrght to be done on it ancl a comPrehensive report on the same tabled in

the Ilouse. Further, the Conrnrittee needs to investigate u'hy the.fettys on the Kipevu Oil

Terminal II were alterecl fi'om the original plan of'fbLrr to the three that have been constructed.
'fhe issue of demurrage charges also needs to be investigated firrther so that the Committee can

ensure that Kenyans are not paying for a cost that catt be avoided.

MIN.NO.NA/F&NP/ 2O2I / 341: ADJOURNMENT/DATE OF NEXT
MEETING

'fhere being no other btrsiness to deliberate on, the meeting was ad.fourned at 2.O3 p.m. The

next nreeting will be held on Tuesclay, Stl'October 2021 at IO.OO a.nt.

HON. GLADYS WANGA, CBS, MP
(CHAIRPERSON)

DArE is\ti, h*l
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MINUTES OF THE 72ND SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD IN MINI CHAMBER, FIRST FLOOR,

COUNTY HALL ON WEDNESDAY, 29TH SEPTEMBER 2O2I AT 2:9O P.M.

PRESENT
1. Hon.
2. Hon.
5. IJon.
-1.. I Ion.
5. IIon.
6. Hon.
i. Hon.
8. Hon.
9. Hon.
lO. Hon.
I l. Hon.
12. Hon.

PETITIONER
Hon. Stephen MLrle, MP

NATIONAL TREASURY
l. Dr. Julius Muia
2. Mr. Musa Kathanje
3. Mr. .loseph Ngugi
+. Mr. Nemwel Motanya
5. Mr. John Njera
6. Ms. Isabella Kogei
7. Mr. Cromwel Pkomo

Gladys Wanga, CBS, MP
Isaac W. Ndirangu, MP
Jimmy O. Angwertyi, MGFI, MP
Chlistopher Onrulele, CBS, Ml'
(l)r'.) Christine Ornbalta, MP
Andrew A. Okr.rome, MP
David M. Mboni, MP
Joshua C. Kandie, MP
Edith Nyenze, MP
James Gichuhi Mwangi, MP
Peter Lochakapong, MP

Qalicha ()ulu Wario, MP

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Principal Legal Counsel I
Clerk Assistant II
Senior F iscal Analyst
Research Officer II
Serjeant-At-Arms
Fiscal Analyst III

Audio Ofiicer
Intern

Principal Secretary

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CBS, MP
2. Hon. Daniel E. Nanok, MP
3. FIon. Francis K. Kimani, MP
+. Hon. Joseph M. Oyula, MI']
5r. Ilon. Stanley M. Mtrthattta, MP
(t l-krn. Oatherine Warrrgttrlt, MI)
1. I Ion. (l']rof.) Mohanrud Sheil<h Mohanretl, MI'

INATTENDANCE
SECRETARIAT

1. Ms. Leah Mwaura
2. Ms. Jennifbr Ndeto
3. Ms. l,aureen Wesonga
+. Dr. tsenjanrin Ng'imor -
5. Mr. Chelang'a Maiyo
6. Mr. Luka Mutua
i. Mr. Brian GikLrnda Njeru
8. Mr. Eugene LLrteshi
9. Ms. Hannah Mwangi
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KRA
l. Mr
2. Ms
3. Mr
,1.. Ms
5. Mr
6. Mr
i. Ms
8. Ms

Githii Mburr.r, CBS
Lilian Nyawanda
Maurice Oray
Grace Wandera
Joseph GakurLt
Benard Kirui
Sheila Adr"rvaga
Barbra Mududa

Cornmissionel General

CONFIRMATION OF MINUTES

MEMBERS OF THE PUBLIC
l. Ms. Waniiku Mwai
2. Eng. Lawrence Oloo

AGENDA
l. Prayers
2. Communication fi'om the Chairperson
s. Confirmation of'MinLrtes fj'onr the previous sitting(s) and Mattet's Arising
4. Meeting with the National Treasury and KRA to consider Petitions regarding

increase in the price of petroleum and petroleum products in Kenya
5. Any Other Business
6. Ad.fournment/Date of Next Meeting

MIN.NO.NA/F&NP/2021/9341 COMMUNICA.fION FROM THE
CHAIRPERSON

-fhe meeting was called to order at 2:5o p.m. and a prayer was said. 1'he agenda was then

adopted having been proposed by tlon. (Dr.) Clhristine Ornbalta, MP and seconded by FIon.

Jimmy Angwenyi, MP. 'fhe Chairperson then called lbr introdr-tction of those present befbre

inviting Dr. Julius Muia to mal<e srrbmissions on behalf'of the National 1'reasury.

MIN.NO.NA/F&NP/ 2o2 | / 3 3 5l
Agenda defbrrt:cl

MIN.NO.NA/F&NP/ 2O9I/ 3361 MEETING \VITH THE NATIONAL
TREASURY AND KRA TO CONSIDER
PETITIONS REGARDTNG INCREASE IN
THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

Dr. .lrrlius Mrria, Principal Secretary, National Treastrry presentecl a comprehensive repol't on

the two Petions. tle insisted that none of'the taxes or levies should be removed or redttced as it
will impact negatively on tlte country's revenues.

(Details of the submission by the National Treasury are in the report on tlrc con.szderation of the

I'etitions).

SUBMISSION BY KRA
Mr'. Githii Mbul'u, the Contmissioner' ()eneral, KIIA strblnitte(l that the lload Maintettance

Lel,y cgnt;ibtrtes the highest anrorrnt <>f'r'evenues fi"ottt petrolettlrt ltrodttcts fbllolvecl by F)xcise

l)uty and VAT. The taxes and levies on petroleum atrd petrolettttt prodtrcts contribtrted KSh.

232.,1. billion to the reventres raisec{ try ltltA.
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MEMBERS' DELIBERATI ONS
l. Regarding the scrapping of' the RDL, the PS infbrmed the meeting that the

Gor,,ernment is still servicing the costs of'operation of' the SGR and RDL is used to

defiay the costs.
q. On what solutions the National 'lreastrry has to the rising firel cost, Dr. Muia stated

that consr.rltations were ongoing and a solution rnay be Ibund in a month's time.

S. Regarding the high taxes in Kenya compared to other East Afi'ican countries, the PS

staiec-l thit Kenya's economy is not similar to that of other EA countries and the

taxation regime can thereft>re not be the same.

+. Regarding the use of absolute numbers as opposed to percentages in taxation, the

meeting was informed that this is not feasible because absoltrte nltmbers don't grow and

the revenues will therefbre redttce.
S. On rvhy the PDL cannot be scrapped, the PS stated that in order to achieve price

stability, a stabilization lurnd has to be in place hence the PDL cannot be scrapped'

6. On why the tax rates should not be reduced, the meeting was informed that this is
because the rates of' cliflbrent taxes and levies are backed by various reasons and

stakeholder consultation is carried out befbre the rates are set.

7. On the disbrrrsement of the PDL, the meeting was informed the KSh. 23.6 billion was

disbru'sed in F-\' 2o2o/21 broken down as lbllorvs, KSh. 1.6 billion fbr stabilization; KSh.

2.2 billion to the Ministry ot'linergy; ancl KSh. ttl.l billion to the State Department of'

Inti.astrrrcttrre. In ltY "2ozt/2,"2, KSh. 5 trillion was disbursed to the Ministry of'

Petroleum and Mining fbr stabilization.

A request of KSh. 5 billion was made in September for stabilization but it was not

granted because the fund only had KSh. 3.6 billion
On why the PDL was increasecl fiom KSh. o.,1,o to KSh. 5.{,o for super petrol and diesel,

the PS stated that this was done when the international oil prices had gone down.

The PS undertook to provide a report on what was funded by firnds fiom the PDL kitty
otlrer than stabilization of lirel prices and the request by KI']C to operate an LPG plant.

SUBMISSION FROM ENG. LAWRENCE OLOO
Eng. Oloo submitted that:
There was need to refornt the OTS to allow fbr prir,'ate irnportation o1'fuel as it will make it
possible fbr OMCs to source fbr the prodLrcts directly fi'om producers hence lower prices.

KI,C shotrlcl rr,orli at elintinatin{r its krsses becatrse they contt'ibttte to the tirel prices. Kenyans

shoLrld not lrt' rnade to pay fbr KI'C's inelliciencies. Addition:rlly, it is not clear how the amount
to llaicl fbr KI,C stock loss was arri.u'ed at. Irurtlier, KPC should harmonise its distribution cost

to ensure that regions that are far ofl' tiom the port of entry are not disadvantaged

Alternatively, a new route can be established e.g. Djibouti Ethiopia route to strpply to Northern
part of'Kenya.

The OMC nrargin is not .jtrstitiatrle because profitability of'a flrtrt cannot be guaranteed by

regulatory control. F r-rrther, the benellts that OMCs enjoy including stock gains and- tax

difJbrentiil or) r.,olume solcl and volunre paid to KRA has never been considered as a benefit ttr

OMCs. Stock gain benefits by OMCs should be considered when discussing margins- OMCs

are also enjoyiirg the tax ditfelential on taxed volume and sales volttmes. Tax is calcr-rlated on

the basis of'standard volume while the consumer pays the tax at observed volume.

'fhe National Oil Corporation of' Kenya cAn get government to government negotiatecl

prodtrcts strppl-y at aflbrdable costs but ttre cortrltry hasn't gotten value fi'om NOCK dr-te t<r

nrisnranagernent.

L)\,
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EPRA uses the monthly average Platts prices to deterntine the current price of fuel, however,

the current Platts prices are for delivery of stock in the future at least three months on. the

public is therefore paying for a future price instead of paying for the spot price'

MIN.NO.NA/F&NP/ 2O2I / 3371 ADJOURNMENT/DATE OF NEXT
MEETING

There being no other ness to deliberate on, the meeting was adjourned at 6.96 p.m. The

next meeting will be on Monday 4,th October 2O2l at 9.oo a.m

HON. GLADYS WANGA, CBS, MP
(cHAIRPERSON)

SIGNED...... \*r trft\0
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MINUTES OF THE TIST SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD IN FOURTH FLOOR,

CONTINENTAL HOUSE ON WEDNESDAY, 29TH SEPTEMBER 2O2I AT TO:OO A.M

PRESENT
t. Hon.
2. Hon.
3. Hon.
+. FIon.
5. I{on.
6. Hon.
7. Hon.
8. Hon.
9. Hon.
10. IJon.
I l. I-lon.
12. Hon.

Gladys Wanga, CBS, MP
Isaac W. Ndirangu, MP
Jimmy O. Angwenyi, MGH, MP
Christopher Omulele, CBS, MP
(Dr.) Christine Ombaka, MP
Andrew A. Okuome, MP
David M. Mboni, MP
Joshua C. Kandie, MP
trdith Nyenze, Ml'
James Gichuhi Mwangi, MP
Peter l-ochakapong, MP
Qalicha Guftr Wario, MP

Chairperson
Vice Chairperson

Senior CIerk Assistant/llead of Secretariat
Principal Legal Coirnsel I

Clerk Assistant II
Senior I"iscal Analyst
Research Officer II
Ser.jeant-At-Arms
Fiscal Analyst III

Audio Oflicer
I ntern

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CBS, MP
2. Hon. Daniel E. Nanok, MP
3. Hon. Francis K. Kimani, MP
+. Hon. Joseph M. Oyula, MP
5. Hon. Stanley M. Muthama, MP
6. Ilon. Catherine Warugttru, MP
i. Hon. (Prof ) Mohanrud Sheikh Mohamed, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. .lennitbr Ndeto
3. Ms. Laureen Wesonga
+. Dr. Benjamin Ng'imor
5. Mr. Chelang'a Maiyo
6. Mr. Luka Mutua
1. Mr. Brian Gikunda Njerir
8. Mr. Eugene Luteshi
9. Ms. Llannah Mwangi

PETITIONER
Hon. Stephen Mrrle, MP

MINISTRY OF PETROLEUM AND MINING
Mr. Andrew Kamau - Principal Secretary

OXYGENE
N{s. Wan.iiktr Mwai

AGENDA
l. Prayers
2. Communication from the Chairperson
3. Confirmation of Minutes fi'om the previous sitting(s) and Matters Arising

I



4. Meeting with the Ministry of Petroleum and Mining to consider Petitions
regarding increase in the price of petroleum and petroleum products in Kenya

5. Any Other Business
6. Ad.iournment/Date of'Next Meeting

MIN.NO.NA/F&NP/ 2O2I/ 33OI COMMUNICATION FROM THE
CHAIRPERSON

-fhe meeting was called to order at 2:5o p.m. and a prayer r,vas said. The agenda was then
adopted having been proposecl by FIon. Edith Nyenze, MP and seconcled by l-lon. Christopher
Onrulele, CRS, MP. The Chairperson then called fbr intxrdttction of' those present beltrre

inviting Dr..ltrlirrs Mrrizr to rnalte srrbnrissions on lre]talt'o1'the Natiottal -l-t'easttry.

MIN.NO.NA/F&NP/ sozr / 33 | |

Agenda deferred
CONFIRMATION OF MINUTES

MIN.NO.NA/F&NP/ 2O2I/ 3321 MEETING WITH THE MINISTRY OF
PETROLEUM AND MINING TO CONSIDER
PETITIONS REGARDING INCREASE IN
THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

I)r. JuliLrs Muia, Principal Secretary, National 1'reasury presented a comprehensive I'eport on

the two Petions. Notably, he indicated how amendnrents to Iegislations reviewing various taxes

ancl levies has aflbcted the price of fuel in the cottntry over the yeat's.

(Det:aik of the su.bmisston b1, tlrc Ministry o.f' Petroleurn and lllining are in the report ot tlrc

cort.tidera tton o.[ the P e til utr Ls).

MEMBERS' DELIBERATIONS
l. Regarding the issuance ol'licenses to operate an LP() bttsiness, the ttteeting was

infbrmed that several cornpanies had applied fbr the license l>ut the issuance had been

hampered by legislation which requiles that Nl'lMA cat'ries out ptrblic participation
befbre issr-ring appror,'al. So far only one n)ore company, IISSO has been strccessfirl in

getting the license.
2. On why price controls have not been put on LP(], tht: PS stzrted that the Ministry wants

more people to inr.,est in the business befbre pt'ice contl'ols al'e itrtposed.

.9. On how KOT II will rccluce clenrurrage charges, the PS stated that cttrretrtly the.ietty
discharges between 600,000 to I niillion litres per hor. The new jetty will discharge trp

to 5 million litres per hour and this will significantly redr"rce the discharge tinre.
,t. On why KPA does not oflload on a 24-hour shift, the PS infornrecl the Committee that

night time birthing is not allowed due to safbty I'easolrs. Ilirthing will however be

possible at night in KO-f IL
it. Regading the role of' the Ministrl, in the O'l'S, the nteetin{r rvas infirt'nretl tl-rat the

Ministry is the crrstodian of'tl-re O-l-S, enstu'es tltat tlte systent wot'lis ant.l tlelivet'ies at'e

ntade in tinte so that there al'e I)o sh<>t'tages in the cotttltt'y.
6. On why the PDL should be retainecl at the s:tnte level, the I'S stated that this n'ill allorv

for growth of the fund and accountability.
i. Regarding the stalling of exportation of crude oil fl'orn -furliana, Mr, Kamau stated that

the law required pr-rblic participation on gazettement ol'land and this was not possible

because of COVID-19 pandenric. The pLrblic participation wzls horvevet' done ancl the

process will resume soon.

c)



8. On what can be done in order to reduce over-taxation of some sectors of the economy,

the PS stated that this can be done by widening the tax base through growth of the

manufacturing and mining sectors.
9. The Committee requested the PS to avail the following reports to them before the end

ofthe day:
i. Letter to National Treasury requesting fbr funds to stabilize fuel prices in the

month of Septeml>er 2o2t and the response fl'om National Treasury;
ii. Formula used to distribute the money fbr stabilization of fuel prices to OMCs;
iii. Breakdown of'how the KSh. 8.6 billion fbr stabilization was paid to the OMCs;

iv. Companies that applied for the LPG licenses and the status; and

v. List of OMCs that have won the tender to supply fuel through the OTS for the

last one year.

MIN.NO.NA/F&NP/ 2O9I/ 393,: ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was adjourned at l.'1,1 p.m. The
next meeting will be held at 2.3o p.m.

. GLADYS WANGA, CBS, MP
(cHATRPERSON)

SIGNED ra\rq hgat.DATE
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MINUTES OF THE TOTH SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD IN MINI CHAMBERS, FIRST
FLOOR, COUNTY HALL ON TUESDAY, 28TH SEPTEMBER 9O2I AT 9:3O P.M.

PRESENT
l. Hon. Gladys Wanga, CBS, MP
2. Hon. Isaac W. Ndirangu, MP
3. Hon. Jimmy O. Angwenyi, MGH, MP
+. I Ion. C--hristopher On.rtrlele, CBS, MP
5. I-lon. (Dr.)Christine Onrbaka, MP
6. []on. Andrew A. Okurome, MP
i. Ilon. David M. Mboni, MP
8. Hon. Joseph M. Oyula, MP
L I{on. Joshua C. Kandie, MP
lo. Hon. James Gichuhi Mwangi, MP
I l. I{on. Peter Lochakapong, MP
12. I{on. Qalicha Gufu Wario, MP

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CBS, MP
2. Hon. Daniel E. Nanok, MP
3. Hon. F rancis K. Kirnani, MP
+. Hon. Edith Nyenze, MP
5. I-lon. Stanley M.Muthama, MP
6. Hon. Catherine Warr,rguru, MP
i. t{on. (Prof.) MohanrLrd Sheilth Mohamed, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jennifer Ndeto
3. Ms. Laureen Wesonga
+. Dr. Benjamin Ng'imor
5. Mr. Chelang'a Maiyo
6. Mr. Luka Mutua
7. Ms. Christine Maeri
8. Ms. I-Iannah Mwangi

Chairperson
Yice Chairperson

Senior Clerk Assistant/Flead of Secretariat
Principal Legal Counsel I

Clerk Assistant II
Senior Fiscal Analyst
Research Oflicer Il
Serjeant-At-Arms
Audio Oflicer
Intern

PETITIONER
Hon. Stephen Mule, MP

KENYA ASSOCTATION OF MANUFACTURERS (KAM)
l. Mr'. Job Waniohi - I leatl of'l)olicy
2. Mr..lohn Njogu
3. Ms. Ruth l,emlem
+. Mr. Malcolm Mwangi

KENYA PRIVATE SECTOR ALLIANCE (KEPSA)
l. Mr. Patrick Lavince
2. Mr. Peter Thairu
3. Ms. Wanjiku Mwai



PETROLEUM INSTITUTE OF EAST AFRICA (PIEA)
l. Ms. Wanjiku Manyara - General Manager
2. Ms. Ayuma Likhanga

AGENDA
l. Prayers
2. Commrrnication fi'om the Chairperson
S. Conflrmation of Minutes from the previor.rs sitting(s) and Matter"s Arising
4. Meetings to consider Petitions regarding increase in the price of petroleum and

petroleum products in Kenya as follows:
i. Kenya Association of Manufacturers (KAM)
ii. Kenya Private Sector Alliance (KEPSA)
iii. Petroleum Institute of East Africa (Pf EA)

5. Any Other Rusiness
6. Acl.iout'ntnent/l)ate o1'Nert N'leetinq

MIN.NO.NA/F&NP/ 9O2I / 3261 COMMUNICATION FROM THE
CHAIRPERSON

The meeting was called to order at 2:52 p.m. and a prayer was saitl. The agenda rvas then

adopted having been proposed by Hon. palicha Gufir Wario, MI' and secotrded by Hon. .lanres

Mu,angi, MP. The Chairperson then called fbr introduction of'tltose present befbre inviting
stakeholders to ntake their sr"rbmissions

MIN.NO.NA/F&NP / 2o2 | / 327 1

Agenda defbrred

MIN.NO.NA/F&NP/ s0.2 | / 3281

CONFIRMATION OF MINUTES

MEETING WITH KAM, KEPSA AND PIEA
TO CONSIDER PETITIONS REGARDING
INCREASE IN THE PRICE OF PETROLEUM
AND PETROLEUM PRODUCTS

l. Kenya Association of Manufacturcrs (KAM)
Mr. Job Wanjohi subnritted as fbllou's on the Petitions:
Iruel prices in Kenya are rnainly driven by the fbllowing fhctors: international crude oil
price; exchange rate; government policy (taxation); and retnoval of' stabiliz.ation
mechanisms in September 2o2 L

EPRA is re<1r-rired by law to conrpute rnaxintum wholesale and retail prices fbr difibrent
petroleum products that shotrld be in fbrce each tnonth. In their opitriott, the fbrnrtrla

tused by EPIL\ is rvorlting because: the Open 'fenderr Systent (OTS) optimizes strpply

sourcing in Kenya; it regulates the margins of oil rnarketing cornpanies (OMC's), it
protects 'W'aryiku' by ensuring transpal'ency in pricing strltctttre and assttrance of
pricing prediction; and secut'ity of supply to the r,r'hole coLtntt'y.

Ilusiness operations have been affected as firllovvs tltte to inct'ease in the price of'firel:
some firels e.g. kerosene are a direr:t inprrt fbr ntanttfhctttt'ct's.'l'he tttanttfhctttt'el's are

struggling to con)pete u,ith irrrports fi'ottt L)g1'pt. It ltas also ittcreasetl the cost

transportation which has incleased the cost of'doing bttsiness in Kenya. 'fhe increasetl

cost of production has been passed on to consun)el's and this has led to a decrease in

demand for mantrfactttrecl goocls.

The increased firel prices rvill increase inllation in the economy hence rveaken post

COVID-rs recovery olbusinesses and the econonry. It r,vill also increase risks of'balance

2



of payment because of'continued weakening of the Kenya shilling and the rising crrtde

oil prices in the international rnarkets which are expected to reach pre-COVID-to
Pandemic levels in early 2022.

KAM proposed the fbllou,ing measures to address the current volatility in fuel prices:

i. Petroleurn ltrice stabiliz.ation: a regtrlatory ft'anrework to streamline the

petroleum stabiliz.ation frrnd should be put in place and the Government should

continue with lirel price stabilization.
ii. Review of petroleum taxation reginre: rerrove 8% VA-f on petroleum prodrtcts;

zero-rate VA-f on I-PG; and have inflation ad.iustment every two years to allow
the ntarket to stabilize.

iii. Kenya sltould harnronise its taxation reginte on petrolettm products to creat

parity ot'ensul'e fuel prices are lower in Kenya than in other EAC partner states.

iv. Couplecl with stabilization firnd, review of'the Ibrmr,rla to be carried or,rt after a

fbrtnight instead of' monthly.

2. Kenya Private Sector Alliance (KEPSA)
Mr. I)atriclt La'n,ince staterl as fbllows otr the Petitions:
l'hat the price o1'frrel is cletelrninecl by the lbllowing fhctors: a cotnposite of fhctors e.g.

international oil prices, tl'anspot't and stot'agt' c<tsts, taxes, levies, distribtrtor margins

e.t.c.; incrrease in firel prices in the intelnatiotral ntarket; rvithdrawal of the stabilization
fund; and tlte exchattge rate.

'fhe pricing fbrmula is eflective to the extent that it ensltres there is stability and

predictability o1'firel prices however, it is not efibctive in the pricing fbrmtrla becartse

taxes accor-rnt fbr rnore than .t1o/o ot' the total price. There is need to embed tl"re

stabilization fund in the pricing lbrmula so that it is clear when it can be used.

Increase in firel prices incleases the cost ot'production and the costs are passed down to

the final consLrnrer leading to an increase in the price of commodities. This makes the

conrmodities Lrncompetitive in the local market, regionally and internationally thus

hurting btrsinesses and the economy.

-l'he high firel prices are likely to increase the cost o('living and slow down of economtc

activities and increase the cost of nroving goods across tlte cortntry drre to increased

trans])ol't costs.

KI.lPSi\ prolxrsed that in orcler to adclress the high titel plices, the cltrrent pricing
fbrrnrrla should be reviewed to remove son)e of'the taxes ittclr.tding VAT and reduction
of'excise duty since firel is a basic con-rrrtodity; plice review shor"rld be done fbrtnightly
instead of'monthly; and the stabilization lirnd should be reintroduced to be inclLrded irt

the pricing fbrnrrrla.

3. Petroleum Institute of East Africa (PIEA)
Ms. Waniiku Manyara srrbmitted as fbllows on behalf'of the Instittrte:
The recent increases in petroleum and petroleLtm prodtrcts are caused by increased

crude oil prices; wealiening of'the Kenya Shilling; taxes and levies and lifting of'the fuel

subsidy.

The current pricing fbrrnula is a least cost, transparent and competitive procurenlent
system. IJowever, there is nrisalignment of compensation of oil marketing companies

nrargins u hert' r't'tru n tin irtvr.:strrtertt attd inllation iIl't' llot pttt itt ctlnsicleratiotl.
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Deferred margins on account of subsidization has adversely irnpacted cash flor,r' and

working capital fbr OMCs.

'lhe increase in prices of'firel has lecl to drrnrping anrl illicit tratle an<l loss of'bttsiness
fi'om cheaper prodrrcts fl'ont rreighltoring cottntries; l'eduoecl ptrrchasing pow€:l'; aclr,'t:rst'

impact on worhing capital and financing costs fi'onr the adntinistratiott of' the lirel

subsidization firnd; and rrndtre I)ressure on OMCIs cash florvs, rvot'liing capital ancl

financing costs unclerrnines viability of existing inr,'estnrents and disincentivises fittttt'tr

capital investments and divet'sification.

In order to address the high ftrel prices, PIEA proposecl that:
i. Predictability of lirel prices shorrld be safbgrrarded through completion of' tht:

draft National Tax Policy which will provicle guidance on the cotrntry's liscal

policy;
ii. Defbr the inflationary adjrrstments on excise drrty fbr petroleurn and petrolettnr

products; and
iii. Reinstate the zero rate ott LPG.

4. Hon. Stephen Mule, MP
Hon. Mule proposed the ltrllou,ing amendntetrts to t't:dttce the plice of petrolettttl antl

petroletutt prodttcts in Kettya:
i. Re<lrrce excist' tlrrty on petrolt:rrrn antl pett'olettttt yrt'o<lttt:ts t<t 2o/o:

ii. Redrrce the Ilailu,ay I)eveloprrrent Lcr'.y on pett'olt'ttnt ztrtt[ Pctrolettnt 1;t'odttcts ttr

t.50/o;

iii. Reduce the Import Declaration Fee to t.5%;

iv. Reduce VA-l'to +%;

v. Revert Petroleunr l)eveloprnent Levy to I{Sh. 0'l.o lter liter o1'supet' petrol ancl

diesel;
vi. Reduce VA-I- on LP() to 5o/o;

yii. Parliament shorrld address the issLte of'rletnttt'raee charges. 'I'he inefliciencies

resulting to dettrurrage charges should be addressed; and

viii. 'fhe LPG market should be opened up in order to allow fbr cornpetition and

eventual reduction in the price of'LPG.

MEMBERS' DELIBERATI ONS
l. On horv price varizttion can be ntanaged, the nteeting uas intt>l'tttetl that tltis t:att be clotttl

through the price stabiliz.ation rner:hanistrt.'l'he stalriliz.ation tirncl r,r'ill be trsed by the
(]gr.ernnrent to regrrlate firel prict's r.vhen they go up. -l-ht' tttonit's ttsetl catt be t'ecovt't'etl

when the prices go rlown. 'l'his will ntake ftrel prices stable arttl predictabler.

z. On the best way to reduce firel prices, the rneeting was infbnned that the best way is

either to scrap excise duty on {uel or reduce the rate. Additionally, production of oil in
Ttrrkana can be maxirnized so that the revetrue t'eceivecl fi'om exportation of'crude <>il is

used to cushion Kenyetns fi'orn high firel prices.

MIN.NO.NA/F&NP/ 2O2I / SzgI ADJOURNMEN.T/DATE OF NEXT
MEETING

There being no other business to cleliberate on, the tneetirtg was adjotrrned at 'l'.4'5 p.m' The

next meeting will be hel rr Wednesd ay, Lgtb Septernber 2O2l at I O.OO a.m

HON. GLADYS WANGA, CBS, MP
(cHAIRPERSON)

lA
r

... ....DA'f E

l.

SIGNED
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MINUTES OF THE 69TH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN MINI CHAMBERS, FIRST
FLOOR, COUNTY HALL ON TUESDAY, 28TH SEPTEMBER 2O2I AT 9:OO A.M

PRESENT
l. Hon
2. Hon
3. Hon
+. Hon
5. Hon
6. Hon
7. Hon
8. Hon
9. Hon
lO. Hon
I l. Hon
12. Hon

Gladys Wanga, CBS, MP
Isaac W. Ndirangu, MP
Jimmy O. Angwenyi, MGH, MP
Christopher Omulele, CBS, MP
(Dr.) Christine Ombaka, MP
Andrew A. Okuome, MP
David M. Mboni, MP
Joshua C. Kandie, MP
Edith Nyenze, MP
Janres Gichuhi Mwangi, MP
Peter Lochakapong, MP
(Prof.) MohamLrd Sheikh Mohamed, MP

Chairperson
Vice Chairperson

ABSENT WITH APOLOGY
l. Hon. Shakeel Shabbir Ahmed, CIIS, MP
12. Hon. Daniel E. Nanok, MP
3. Hon. Francis K. Kimani, MP
+. Hon. Joseph M. Oyula, MP
5. Hon. Stanley M.Muthama, MP
6. Hon, Catherine Waruguru, MP
7. Hon. Qalicha (]ufu Wario, MP

INATTENDANCE
SECRETARIAT

l. Ms. l,eah Mwaura
2. Ms. Jennifer Ndeto
3. Ms. Laureen Wesonga
+. Dr. Bertjamin Ng'imor
5. Mr. (lhelang'a Maiyo
6. Mr. I-uka Mutua
7. Ms. Christine Maeri
8. Ms. I-lannah Mwangi
9. Ms. Roselyne Kerubo
lo. Ms. Georgina Okoth

Senior CIerk Assistant/Head of Secretariat
Principal Legal Counsel I
Clerk Assistant II
Senior Fiscal Analyst
lleseat'ch Officer II
Serieant-At-Arms
Audio Officer
Intern
Intern
Intern

ENERGY AND PETROLEUM REGULATORY AUTHORITY (EPRA)
1. Mr. Daniel Kiptoo Bargoria - Director General
2. Eng. Edward Kinyua

KENYA PIPELINE COMPANY
l. Dr. Macharia Irungu
2. Mr. Paul NjLrguna
3. Ms. Grace Njoroge
+. Ms. .lacinta Sekoh

Managing Director



MEMBERS OF THE PUBLIC
l. Mr. Joseph Owuondo
2. Mr. Njoroge Wawertt
3. Ms. Emmaculate Kemunto
'1,. Ms. Teresa Bosibori
5. Mr. Ernest Mrlguku
6. Ms. Consolata Mose

AGENDA
1. Prayers
2. Communication fi'om the Chairperson
g. Confirmation of Minutes fi'om the previous sitting(s) and Matters Arising
4. Meetings to consider Petitions regarding increase in the price of petroleum and

petroleum products in Kenya as follows:
i. Briefing on the Petitions by the Committee Secretariat
ii. Meeting with the Energy and Petroleum Regulatory Authority
iii. Meeting with Kenya Pipeline Corporation

5. Any Other Business
6. Adjournment/Date of'Next Meeting

MIN.NO.NA/F&NP/ 2O2I / 3Ig. COMMUNICATION FROM THE
CHAIRPERSON

-flre meeting was called to order at 9:28 a.m. ancl a prayel' rv;ts saicl. 'llte agentla was then

acloyrted har,:ing been ltloposecl by IIon. Andre'nv Olittotrte, N{['arttl set:<rttclt:tl ll1'llort. l)avid
Mboni, MIr.'l'he Chairperson then inr,'itecl l)r. I3enjantin Ng'inror to brref'the (lonrnrittt'e ott the

I)etitions.

MIN.NO.NA/F&NP/ 2o2r / 32o,
Agenda defbrred

MIN.NO.NA/F&NP/ 2o2r / 321:

CONFIRMATION OF MINUTES

BRIEFING ON THE PETITIONS
REGARDING INCREASE IN THE PRICE OF
PETROLEUM AND PETROLEUM
PRODUCTS

Dr. Benjamin Ng'imor lrriefbd the Conrmittee on the legislation on which pricing of petrolerrm

and petioleum products is anchored. I{e also infbrmed the Contnrittee on the components

considered in the pricing fbrmula which are: Ianding costs; taxes and levies; gross margins;

storage and distribirtion iosts; ancl demurrage costs. He noted that landing costs and taxes and

levies have the largest contribr"rtion to the prices of super petrol, diesel and kerosene. Taxes ancl

levies account for *5.2o/o of'the price of'sLU)er petrol, 39.io/o o1'the llrice of cliesel ancl .gO.;% of'

the price of' ltet'osene.

Taxes chargecl on petroleum and petroleum proclttcts in Kenya at'e: Road Maintenance Levy

(RML) which is charged on super petrol and diesel at a fixed rate of'KSh. ts per litre; Excise

btrty which is charged at a fixed rate of KSh. 22 per liter of'suPer and KSh. 11.'lo per liter of'

diesll and kerosen"; Vulu" Added Tax (VAT) chalged at the rate of'8%; Anti-adulteration Levy

which is charged at KSh. l8 per liter of kerosene; Petrolettnt Developuent Levy (PDL)which_is

cSargecl at a fixed rate of KSh. 5.+o per liter of super petrol and die.sel ancl KSh. 0.'!o for

ker.olene; Petroleum Ilegulatory t,evy (t'RL) which is charged at a fixecl rate of KSh. o.zs per

liter; Merchant Shipping I.evy (MSL); Import l)eclaration lree (lDI") which is charged at 3-.5o/o

of the customs 
"alue 

of--irnports; ancl Ilailway Developmertt I-evy (RDL) charged at 2o/o of the

cr-rstoms value of imports.
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F'urther, he briefbd the Committee on the trend of'firel prices in Kenya noting that fuel prices

have been erratic in the recent past nrainly because of'r'ariations in the landing costs.

I-le noted the fbllowing as issues of'concern: inelliciencies of the firel subsidy where despite the

significant collection fi'onr enhanced PDL, the fuel subsidy progl'am has proved to very

"*1renriu" 
and the Pl)I, cannot be able to cater lbr it in the long ntn; itnpact of'the changes in

taxes and levies, a reclrrction in the tzrxers and levies rvill significantly reduce the price o1'tuel but

it will incrr:ase f-rscal pressure firr the (iovernment since they fbrtn part of' the national

government revenues; and comparison of firel prices in IIAC cottntries shows that Kenya has

ihe highest tirel prices anrong her neighbors contribrrted ntainly by taxes ancl levies.

I-le stated that the price of LPG had increased in July 2O2l alter reinstatement of 16% VAT on

LPG.

MEMBERS' DELIBERATIONS
l. Mernbers noted that it is inrportant to balance between collection of taxes and levies and

econontic growth fbr posterity.
2. Mr. Ng'inror undertoolt to provicle:

i. a detailecl paper on the nexLls between collection of taxes and levies and

economic growth and whether the Energy and Petroleum Regulatory ALrthority
(I'IPRA) has helpetl tlte cottntry in stabiliz.ing firel prices;

ii. tlata on l,l'(i irr tltt' cottntt'y.

MIN.NO.NA/F&NP/ 2O2I / 3221 MEETTNG WITH EPRA TO CONSIDER
PETITIONS REGARDING INCREASE TN

THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

The Chairperson invited Mr. Daniel Bargoria, Director General EPRA to present the

Ar,rthority's sultnrission on the two Petitions. Mr. Bargoria nrade a detailed subnlission on the

same. He statecl that the ALrtliority in conjunction with the Ministry o1'Petroleum and Mining
lras cleveloped the Petroleunr (Petrolerrnr Consoliclated Ftrnd) Regtrlations, 2o2t and the

Petroletrm (Strategic Stocks) Regulations,2O2l that are meant to ensure maintenance of
strategic stocks in the country. I)etroleum strategic stocks can help cushion the country fror-n

the shocks ol'escalating and deescalating prices in the international markets. The Authority has

also developed the Petroleunr (PetroleLrnr l)evelopment I'und) Regtrlations,2O2l that will
provide a rltore roltust governar)ce fiamewrlrl< to administer the process of pump price

stabilization.

(Detutls of'liPlll'.s ;niltrni.s.;tort ut'a cortluhred nt tlrc report r-nt llru considertttittn of'tlte Petitions).

MEMBERS' DELIBERATIONS
l. On why the price of fuel in Kenya is higher than the prices of other EAC countries yet

some import their firel thror.rgh Kenya, the meeting was infbrmed that this was because

o{'a higher tax regime in Kenya and not the landing cost.
g. On whether it is cheaper fbr crLrde oil to be refined in Kenya or inrport petroletrm that

has been refined, the nreeting was infbrmed that the ()overnment made a decision to
close the Kenya Petroleunr Reflneries l,inrited (KPRL) because the costs of'refining firel

were too high and l(enyans were fbrced to pay a refinery ntargitr of KSh. 1.98 per liter in
order to sustain operations of'KPRL.

:)



g. On the inrportance of'the Anti-Adtrltet'atiott Levy, Mr'. Ilarqoria stated that the levy had

resulted to a big decrease in adulteration of'fuel in the cotrntry resLrlting to mot'e sales itt

diesel and petrol.
+. On how demurrage charges can be reduced, the meeting was infbrmed that Kipevtr Oil

Terminal II (KOT II) whose expected completion date is December 2o2l will
significantly reduce the oflloading time of petroler.tnt hence redttce or completely

eliminate demurrage charges as it will enhance efliciency.
b. On whether the pricing formula has been reviewed, the nteeting was infbrmed that

EPRA and the Ministry of'Petroleum and Mining had drafted regulations to review tlte
formula which were going thror-rgh public participation before being submitted to the

Attorney General for Gazettement and submission to Parliament for consideration.

6. On how much had been used by EPRA to sr"rbsidize the priceof ftrel so fbr, the meeting

rvas infbrmed that the Autholity had used KSh. tl.G billion by ALrgust 2o2r.
i. On why EPITA had not applied price control on LPG, Mr'. I3argoria statecl that this is

because the Authrlrity was seeking to l)l'olttote ltettt'tt'zttiott attr.l itt'u'esttrtent in LI'(i
befbre introducing price control. Irurther, in ordet' to control pl'ices of'l,l)(i, the satne

needs to be imported through the O1;en fender Systettt (O'fS) ancl this inrplies that
there needs to be a common user fhcility which is not thet'e at tlte motnent.

8. On what can be done to reduce the price of petroletrm in Kenya, Mr. I}argoria stated

that taxes should be reduced.

MIN.NO.NA/F&NP/ 2O2I / 3231 MEETING \MITH KPC TO CONSIDER
PETITIONS REGARDING INCREASE IN
THE PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

The Chairperson invited Dr. Macharia Inrngu, Managing I)irector to present KPC's

submission. Mr. Imngu subnritted that:
The approved KOSF/KPRL tariffset by EPRA elibctive l't Attgttst 2021 recltrced the inrport
harrdling and storage fees fronr 5.lti$/rnrrt<;.9.59$/m:tfbr trY 2o2t/22 translating to 3lo/o

redrrction.

IIe statecl that besides t)re storage fbes, Kenya Pipeline Clotttpan)'ottly contribrrtecl an additional
cost o1'KSh. O.<tt per liter attributed to pipeline losses which translates to O.0l'% ol'the purnp

price.

The road transport bridging coml;onent which was previously f'actored into the price llr"rilder tcr

compensate transporters fbr trucking ftrel prodtrcts frorn Montbasa to Nairobi was removed

with the commissioning of'the Monrbasa-Nairolti pipeline.

KPC has taken the following nreasLrres to reduce operational losses along the pipeline: daily

clepot and line stock reconciliation; continuotts right of'way sttrveillance both grotrnd and aerial

patrol; inline inspection of line 5 which is at an advanced stage, line'l & 6 work in progressand

iine Z & S at pro"r',."rreut stage; continuous calibration of tneasltrement erltripment; upgrading

of SCADA, to be implemented in FY zOt$/az; and implententation o1'leak detection system in

trY ,2ozt/zz.

MEMBERS' DELIBERATIONS
l. With regards to setting up an LP() facility at the Polt of' Motnbasa, KPC stated that

they had presented a reqrrest fbr the salne to National -l-reasttry and Natiorlal -l-reasttry

had given then apprt>val on condition that they ttndertalie the same under a PPP

arrangement.
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2. With regards to strategic stocks of'firel in the country, the rneeting was in{brrned that

Ke,nya has strategic stirchs that can last fbr 7 to lo days. KPC is in the process of
puttirrg ul) morc stornge sl)ace at KPIl.l, and this will increase storage by t million cttbic

metel's and this rvill increase stl'ategic by t year.

MIN.NO.NA/F&NP/ 2O2I / 3241 MEETING WITH MEMBERS OF THE
PUBLIC TO CONSIDER PETITIONS
REGARDING INCREASE IN THE PRICE OF
PETROLEUM AND PETROLEUM
PRODUCTS

l. Mr. Njoroge Waweru
Mr. Waweru stated that VA f is charged on items that value has been added and no

value has been added on ftrel which therefore makes it wrong for VAT to be charged on

petroletrm and petroleunt prodltcts.

RDL was put in place dr-rring constnrction of the Standard Gar"rge Railway and should

therefbre be renrovecl becatrse ther S()R is no longer being constrttctetl.

2.

I [r, frrrtht'r' statecl that tar on tax is rvt'ottg ltecattse it exposes Kenyans to dottble

taxation. A cost benef it analysis should be done on the firnds that have been

appropriated this I.-Y r,is-i-r'is the losses that the country will get fliom being

uncornpetitive in the region.

Ms. Teresa Bosibori- Kenya Civil Society Platform on Oil and Gas

Ms. Bosibori statecl thzrt inrposition of 16% VAT on LPG irnpedes access to clean

energy and defeats any progress nrade in environrnental conservation and clinrate

c:haqge mitigation. She' srrbrnitted therefbre that the 16% VA-f on LP() shoLrld be

revolied.

She also raised concel'r) on the 1lo\/ernance fi'amervork of the PDL. The PDI- was

increasecl by KSh. 5.00 thnrueh Legal Notir:e No. 17* ot'2O2o. The PDl, was put in
place throtrgh enactment of'the Petroleunr Development Levy Act, l99l but the Act
iloes not cleirly elaborate on the pulpose o1'the Iiund, the fbrmtrla fbr deternrination of'

the Levy ancl its rrtiliz.ation. 'l'he ti'arner.vork under which tlte Levy is given to OMCs to
,rovel'the nrargin ol'frrel Plir:es is rtot cleitt', tltis [rrings firrtlt qtrestiotls on transparency
and trccorrntability in inrplenrenting the subsidizatir>n nnd compensation function ot'the
[,e,u,y. She reconrmended that irnplementation of the increased Levy shoLrld be suspended

until a propr-.r' legal fi'amework on its pulpose, utilization and determination fbrmltla are

put in place. I.-urther, the CS fbr Petroleum and Mining should issue a public statement

why the Levy was increased by such a huge margin, the intended purpose of the levy

ancl an erccr>trut of'how 1;r'er.'iorrs l'eventte genelated fl'orn the levy has been r-rtilizecl.

She stated that as palt of'the punrll price, Kettyans are paying approxinlately 50% in

taxes, levies and fbes fi'onr mr>ney that has already been sLrbjected to nLlmerous other
taxes. She thereft)re l-econ)nrended that the National Assembly should review the taxes,

lel'ies and tbes charged on pett'olettm.

3. Mr. Ernest Muguktr
In his srrbrnission, Mr'. Mtrgrrlirr ltrollosecl anrencltnents to the I'lxcise Duty Act,2O15;
aucl the I)etrolerrnr I)eveloytnrent Iitrttrl r\ct, l1)S)lrv'ith a view of'lolvering the cost of'

pett'olettttt attcl petrolt'ttttt 1tt'<ttI ttcts.
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(Detaits of h.is proposed anundmmts are contained in the report on the consideration of the

Petitions).

MIN.NO.NA/F&NP/4OLI/ 396. ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was adjourned at 2.o4 p.m. The
next meeting will be held at 2.$o p,m.

HON. GLADYS WANGA, CBS, MP
(cHATRPERSON)

nlr{SIGNED. .DATE.

I
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LEGALNoTTcB No. 124

THE PETROLEUM DEVELOPMENT FUND ACT, 1991

IN E)(ERCISE of the powers conferred by section 3(1) of the Petroleum
Development Fund Act, 1991, the Cabinet Secretary for Petroleum and Mining makes the
following Order-

THE PETROLEUM DEVELOPMENT LEVY ORDER,2O2O

This Order may be cited as the Petroleum Development Levy Order,2020 and shall
come into operation on l5thJuly,2020.

1. In this Order, unless the context otherwise requires-

"Authority" means the Energy and Petroleum Regulatory Authority established
under the Energy Act,20l9,

"collector" means the Commissioner of Customs and Excise;

"levy" means the Petroleum Development Levy imposed by paragraph 2;

"cabinet secretary" means for the time being the Cabinet Secretary in charge of
petroleum

"oil marketing company" means a person licensed under the Petroleum Act,2019
to import petroleum products into Kenya;

"petroleum fuels" means petroleum products listed in the First Schedule;

"petroleum development fund" means a fund created under section 4 of the
Petroleum Development Fund Act, l99l;

"remitter" means an oil marketing company registered by the collector.

2. There shall be paid a levy on all petroleum fuels consumed in Kenya with a
tariff code and description specified in the first and second columns, respectively, of the
First Schedule, at the rates specified in relation thereto in the third column of that
Schedule.

3. The levy shall be paid to the Petroleum Development Fund.

4. The levy shall also be used for matters relating to the development of the oil
industry including to stabilize local petroleum pump prices in instances of spikes
occasioned by high landed costs above a threshold determined by the Authority. The
Cabinet Secretary may by writing to the administrator, request for a draw down from the
Petroleum Development Fund to stabilize local petroleum pump prices where he deems it
necessary.

5. An oil marketing company shall on or before the last day of the month
immediately following the month in which he becomes an oil marketing company
register with the collector as a remitter.
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6. A person registered as a remitter who ceases either permanently or temporarily
to be an oil marketing company shall, within thirty days of so ceasing, notify the collector
accordingly in writing specifying the reasons for his ceasing to be a remitter.

7. (a) The remitter shall pay the levy to the collector immediately at the time of
importation of petroleum fuel.

(b) The collector shall maintain records of importation of petroleum fuels and

submit to the Cabinet Secretary a monthly return of Payment of the levy
received during the month.

(c) The collector shall remit to the Petroleum Development Fund all the levy paid
during the month.

8. Without prejudice to any other form of remedy, any monies payable under this
Order that remains unpaid for a period of thirty (30) days after the date that the same

ought to be paid shall be recoverable summarily by the collector as a civil debt due and

payable to the Petroleum Development Fund.

9 . Notwirhstanding the provisions of paragraphs 6 and 7 , if a remitter fails to pay

an amount payable by way of a levy within the time prescribed by this Order a sum equal
to five per cent of that amount shall be added to the amount for each month or part of a

month thereafter that the amount due remains unpaid.

10. The Petroleum Development Order,1992 is revoked.

JOHN K. MUNYES,

Cabinet Secretaryfor Petoleum and Mining.

t
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Tariff Code Description Rate of Levy (KSh.)

2709.00.10 Condensates 5,400.00 per I,000 litres at
200c

2710.00.2r Aviation spirit (gasoline) 5,400.00 per 1,000 litres at

20"c
27t0.00.22 Motor spirit (gasoline), premium 5,400.00 per 1000 litres at

20"c
2'710.00.24 Iet fuel (spirit type) 5,400.00 per 1,000 litres at

20"c

27t0.00.25 Special boiling point spirit and white spirit 400.00 per 1,000 litres at 20'C

27t0.00.29 Other light petroleum oils and
preparations

400.00 per 1,000 litres at 20oC

27t0.00.32 Kerosene 400.00 per 1,000 litres at 20"C
2'710.00.39 Other medium petroleum oils and

preparations
5300.00 per 1,000 litres at
20"c

2710.00.41 Diesel oil (industrial, heavy, black, for low
speed marine and stationery engines)

5,400.00 per 1,000 litres at
20'c

2710.00.43 Other gas oil 5,400.00 per 1,000 litres at
200c

2710.00.44
Residual fuel oils (marine furnace similar
fuel oils engines) of 125 cSt

400.00 per 1,000 litres at 20oC

2710.00.45
z'710.00.46

Residual fuel oils of 180 cSt
Residual luel oils of 280 cSt

400.00 per 1,000 litres at 20"C
400.00 per 1,000 liues at 20'C

z'7 to.oo.47 Other residual fuel oils 400.00 per 1,000 litres at 20'C
271 1.1 I .00 Liquefied natural gas 400.00 per 1,000 litres at 20"C
27 tt.12.00 Liquefied propane 400.00 per 1,000 Ks at 20'C
27 n.13.00 Liquefied butanes 400.00 per 1,000 Kg at 20'C
27 11 .14 .00 Liquefied ethylene, propylene, butylenes

and butadiene
400.00 per 1,000 Kg at 20"C

27 tt.19.00 Other liquefied petroleum gases 400.00 per 1,000 Kg at 20'C

2'711.21 .00 Natural gas in gaseous state 400.00 per 1,000 Kg at 20"C

z'711.29.00 Other petroleum gases 400.00 per 1,000 Kg at 20'C
2113.20.00 Petroleum bitumen 400.00 per 1,000 Kg at 20"C
2713.90.00 Other residues of petroleum oil or oils

obtained from bituminous minerals
400.00 per 1,000 Kg at 20"C

2714.10.00 Bituminous or oil shale and tar sands 400.00 per 1,000 Kg at 20'C
2714.00.00 Bitumen and asphalt or asphalts and

asphaltic rocks
400.00 per 1,000 Kg at 20'C

2715.00.00 Bituminous mixtures 400.00 per 1.000 Ke at 20'C

FIRST SCHEDULE

PzuNTED AND PUBLISHED BY THE GOVERNMENT PRINTER, NAIROBI



Lscnu NorrcE No. 174

THE PETROLEUM DEVELOPMENT FUND ACT

Gap.a26C)

IN EXERCISE of the powers conferred by section 3 (l) of thc

Petmleum Development kvy Fund Act, the Cabinet Secretary for

Petroleum and Mining makes the following Order-

THE PETROLEUM DEVELOPMENT LEVY (AMENDMENT)
ORDER,2O2O

l. This Order may be cited as the Petroleum Development lrvy
(Amendment) Order, 2020.

2. The Petroleum Development lrvy Order, 2020, is amended

by repealing the First Schedule and replacing it with the following new

Schedule-

SCHEDULE

Tariff code Description Rate of levy (KSh.)

2709.00.00 Petroleum oils obtained from
bituminous minerals, crude

5,,100 per I,000 litres
at 20'C

2710.t2.30 Aviation spirit 5,400 per 1,000 litres
at 20'c

27r0.12.20 Premium motor spirit 5,400 per 1.000 litres
8t 200c

271O.12.40 Spirit typc jet fuel 5,400 per 1,000 litres
8t 200c

Citatbn.
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2710.12.50 Special boiling point and white
spirit

400 per I,000 litres
at 200c

2710.12.9t) Other light oils and

Dreparations

400 per 1.000 litres
at 200c

27 t0.19.21 Kerosene type jet fuel 400 pcr I,000 litres
ar 20'c

2710.19.22 Illuminating kerosene (lK) 400 per 1000 litres
ar 20"c

2710.19,29 Other medium oils and
preparations

5.400 per 1,000 litres
at 20"c

2't to.t9 32 Diesel oil (industrial heavy.
black for low speed marine and
slationarv encines)

5300 per lO00 litres
at2OoC

27 tO.t9.39 Other gas oils 5.400 per lO00 litres
at 20'C

2710.t9.4t Residual fuel oils (marine.
furnace and similar tuel oils) of
a kinematic viscosity of 125

centistrokes

400 per 1.000 litres
at 20'C

2'110.t9.42 Residual fue I oils (marine.
furnace and similar fuel oils) of
a kinematic viscosity of 180

centistrokes

400 per 1.000 litres
at 20'C

2'710.19.43 Residual fuel oils (marine,
furnace and similar fuel oils) of
a kinematic viscosity of 280
centistrokes

4fi) per lO00 litres
at 20oC

2710.t9,49 Other residual oils 400 per I O00 litres
ar 200c

2711.1r.00 Liquefied natural gas 400 per I000 litres
at 20oC

27 tl.lz.N Liquefied propane 400 per I,000 kg at
20'c

271r.r3.00 Liquefied butanes 400 per I,000 kg at

20'c
271r.14.00 I-iquefied ethy lene. propylene,

butylenes and butadiene
Other liquefied petroleum gases

400 pcr I .000 kg at

20"C
400 per 1.000 kg at

20"c
27n.t9.00

27ll .2t.oo Natural g8s in Slsseous state 400 per 1.0@ kg at

20'c
27|t.29.@ Other petroleum gases and

other gases obtained from
bituminous minerals

400 per 1.000 kg at
20'c

27t3.2000 Petroleum birumen 400 per l.(M) kg at

20'c
2713.90 AO Other residues of petroleum oil

or oils obtained fiom
bituminous minerals

400 per I O00 kg at
20"C

2714.10.00 Bituminous or oil shale and tar
sands

400 per I,000 kg at
200c



t

r1

27t4.90.N Bitumen and asphalt or asphalts
and asohaltic rocks

400 per lO00 kg at
200c

1715.00.00 Bituminous mixturcs 4O0 per lO0O kg at
20"c

Dated the l9th August,2020.

JOHN K, MUNYES,

Cabinct Secrctarytor Petrohwtt and Mining.
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NOTICE NO. I96

'THIT ENERCY ACT,2006

(No. 12 of 2006)

lN EXERCTSE of the porvers conferred by section t02 (rv) of the Energy Act, the

inistcr tbr Energy makes the follorving Regulations:-

'rHE ENERCY (PEI'ROLE|.|M PRICING) REGLILATIONS. 2010

l. 'l'hese Regularions may be cirerl as the Energy (Petroleum Pricing) Regulations'

t0.

2. ln rhese Regulations, unless the contert othcnvise requires-

"nraximum retail pump price" means the maximum prices of pctroleum prducts at

rcuril dispensing site;

..ma.rimum rvholcsale price" means the nraximum prices of petroteum products at a

'sale depot:

"pctroleunr" includcs petrtlleum crudc. natural gas and any liquid or gas made from

rrolcum crudc, natural gai, coal, schist. shale, peat or any other bituminous substance

lrom any pnxluct of pctrolcum crudc. natural gas, and condensate:

"petroleum business" means a cotlcern carrying on the imporUtion, refininS,

. transportation or sillc ()r petroleum;

"pctrolcum prt'rlucts" mcans supcr petrol, regular petrol, kerosene and automotive

esel;

tlons:

"retail dispensing site" means premises where petroleum is stored-in- bulk in one or

ranks and <tispenied ro consumers fbr their own use, and includes filling and service

..rvholesale depot" means the petroleum receipt, storage and truck loading facilities

by companiej carrying on petroleum business in Mombasa and Nairobi and by the

Kcnya Pipeline Company( Krc) in Nakuru' Eldoret and Kisumu:

l. (l) The maximum rvholesale prices and the retail pump prices of petroleum

products at a rvholesale depot or rctail dispensing site shall be determined in accordance

\v hc formula set out in regulation -1.

(2) 'l-he prices determinetl using the formula set oul in Regulation 'l of these

Regulations shall be the maximum rvholesale and retail pump prices of petroleum

prJdu"s rvhich a person carrying on petroleum business shall sell at a rvholesale depot or

a retail dispensing site.
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(3) The maximum determined prices shall become effective on the I-5th day of
every calendar month and shall remain in force until the l4th day of the follorving
calendar month

4. 'the maximum rvholesale and retail pump prices of petroleum products in
shillings per litre shall be determined as follorvs-

(a) Wholesale Prices

For strper petrol, regular petrol, kerosene or automotive diesel, the formula shall
be-

P* = C,(l * Lo + Lo)+rK(l * Lo) +m*

\y'here -
& = the maximum rvholesale price for super petrot, regular petrol. kerosene or

automotive diesel;

Cu= the rveighted average cost in shillings per litre e.r the Kenya petroleum
Refineries Limited (KPRL) and ex Kipevu Oil Storage Facility (KOSF);

K = the transportation cost lrom Mombasa to the nearest rvholesale clepot, rvhich
is made up of xper.crnl ol'pipeline tariff ( Ko) and (100 - x) percent of
nrad bridging cost ( K rtt ) as set oul in the Firsf Schedule.

L r,= the allorvcd losses in the pipeline as set out in the Second Schedule

L,t = the allorved losses in the depot as set out in the Second Schedule;

ffi,,= the allorvcd.oil marketing company's gross rvholesale margin as set out in
the'third Schedule.

(b) Retail Pump Prices

For super petrol, regular petrol, kerosene or automotive diesel, the formula shall
be-

1 1+Fnr +z

5. 'l'he rveighted average cost in shillings per litre ex the Kenya
Refineries Limited (KPRL) and ex the Kipevu Oil Sorage Facility (KOSD (

be calculated using the follorving formula-

Where,

P,= Lhe maximum retail pump price of super petrol, regular petrol, kerosene or
automotive diesel applicable, in shillings per litre;

ffi , = lhe allorved max imum retail gross margin as set out in the Third Schedule;

z = the delivery rate from the nearest rvholesale depot to a retail dispensing site in
shillings per litre as set out in the First Schedule.

Petroleum
C, ) rt"tt
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Where-

6.'[he unit cost of imported refined petroleum products
in accordancc rvith the calculation used in the open tender
petroleum products.

2v,,0(r,,0+T +r)* 2r,*(r,*+r -sd)

2(v,,0 +v,,0)
Cu

V,,n = lhe volume, in litres, of a cargo of a refined petroleum product imported
through the open tender system for the previous three months:

C,,, = the unit cost of a cargo of a refined petroleum product imported through the
open tender system for the previous three calendar months in shillings per
I i tre:

V,,n= lhe volume, in litres of a petroleum product yield per month from crude' refined at the Kenya Petroleum Refineries Limited for the previous three
calendar monthsl

C..,, = thc calculated unit cost of a petroleunr product yielded from crude refined
at the Kenya Petroleum Refineries Limited per month for the previous three
calcndar months in shillings per litre;

I = thc total taxes and levies for petroleum producs in shillings per litre rvhich
shall bc calculated as follorvs -

T=(l"t +t_,t +lp1 +tpa)
Where-

/"'l =Excise DutY:

/r,,, =Road Maintenance LrvYl

l^7 =Petroleum Development Levy;

/r"1 =Petroleum Regulation Levy:

F = Kipcvu Oil Storage Facility charges

.S/ =Excise Duty Remission,

[q ]n"rr be determined
systdm for importation of

7.'l'he unit cost of petrolpum pJoducts obtained from crude oil refined at the Kenya
oleum Refineries l.imited [C'.,, Jshall be the actual landed cost of crude ptus refinery

fecs klr the month's crude imports allocated to the refinery product'yields, benchmarked
to the cost of importation of the same refined products.

8.'the importer's commcrcial bank mean rate on bill of lading date shall be used
lor converling the imported refined petroleum products and crude oil costs determined
under Regulations 6 and 7 of these Regulations from foreign currency to Kenya shillings.



I

1il8 Kenya Subsidiary kgislation, Z0l0

9.'l-he facrors. K.,Lr,Ld:fry.,mr,z,x referred to in Regulations 4 and.5 ofthese Regulations shalt Ue diterfiinedUv tfrb 6ommission.

l0' (l) The Commission may revierv the calculation of the maximum rvholcsaleand retail pump 
-prices 

of petroteum-pro<lucrs determinecl ,ra* ri.grirtion .4 as and rvhenit may deem fit for purposes of moniioring compliance. '--o-"

(2)'fhe Commission may publish for general information [he maximum rvhotesaleand retail pump prices carcurared in accorcrarice rvifi these reiuraiio;;.
I l' 'l'he Minister may from time to time reviov the formula specificd untlcrregulation 4.

FIRS'T SCHEDtII,Il

Pipeline tariff, Detivery rates ancl llridging ratcs.

(r. 4 (a). (b)t

[,ocati<ln Rate

KE.S/litrc
I tariff

K,,
Mombasa 0.ofi)

robi 2.2.50 plus VA'l'
Nakuru .1.09.5 plus VA'l

Eldoret 3. 980 plus VA'l'
Kisumu 3.97.5 plus VA'l'

2 Dclivery rates

d)
Within 'lirrvn (40km
radius)

0.{{ plus VA'l'

Outside'lbrvn Khs 10.00
kilomctrc pcr
l.itrcs plus VA'l'

Pcr
lfix)

ridging rares

Kra
t0 Na

KisumuNakuru.
Eldoret

and
K 7 .50 pcr k m pcr
lfi)Olitrcs plus VA'l

4. r Factor Nairubi Nakuru,
Kisumu and Eldorct

80q,
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l)atcd thc 2nd l)ccvmbcr,20t0.

SF(]OND S(:HIiDI,'I,I:

Ma,rimu m al lorvcd Operationat losscs.

'l'HIRt) S(:Ht:t)r,r.F:

'Maximum alknved Margins.

(r. 4 (a) )

(r.4 (a), (h))

KIRATI'II MI,'Rt'NGI,
Mlulstcrfur hcrgy.

Product Pipclinc

( L?)

Dcpots

( Lr)
Supcr l'ctrol 0.25q, 0.-501[

Regular Pctrol o.2sq, 0..r04t,

Kcroscnc o.25q, 030,q)

Automrilivc Diexcl o.25q, 0.30%

Wholesule

(m,)
KES/litrc)

Rctcril

(fr,)
KESllttre)

Supcr l)ctrol 6.m .1.00

Rcgutar Pctrol tifiI .1.O0

Ksru$cnc 6.m 3.m

Automotivc l)icscl 6.00 3.00
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SUMMONS TO WTTNESS

DIPTo Hon. John Munyes, E.G'H
Cabinet Secretary Ministry of Petroleum and Mining

Whereas your attendance is required before the National Assembly
Departmental Committee on Finance and National Planning in relation to
demurrage costs on importation of petroleum at the Open Tender System

(OTS) in January toJune 9021, you are hereby required (personally) to aPPear

before the National Assembly Departmental Committce on Finance and

National Planning on Tuesday, the 12'h day of October 2091, at l0.o0
o'cloclt in the forenoon and to bring with you information relating to
demurrage costs on importation of petroleum at the Open Tender System

(OTS) in January to June 2021, specifically:
i. The date ofarrival and discharge ofeach vessel;
ii. Number of days that demurrage accrued;
iii. Amounts paid as demurrage for each vessel; and,
iv. Documentary cvidence of pa5rment.

and give evidence as necessary.

Your reasonable travelling and subsistence allowance for one day will be

reimbursed upon production of sullicient proof of expenditure. If you fail to
comply with this order without lawful excuse, you rvill be subject to the
consequences ofnon-attendance laid down in Standing Order t9l.

Given under my hand this 7th day of October zogt.

Clerk of the National Assembly

NOTICE: If you are summoned oniy to produce a document and not to give
evidence, you shall be deemed to have complied with the summons ifyou cause
such document to be delivered to the Clerk on or before the day and hour
aforesaid.

a'ltr



Telegraphic Addrcss
'Bungc'. Nairobi
'l'el. +25{-020-2lldttm0
Fax: -25{-010-2243694
E-maiI: r';lgrk gJ)-{r-l i,t!111:!t-r,g.}.lr!

Whcn reply,ing please quotc

REPUBLIC OF KENYA
THE NATIONAL ASSEMBLY

REF: NA/DDC/F&NP/202 I /57 4'r' October. 2021

Mr. Andres' Kalnau, CBS
Prirrcipal Secretary
i\Iinistrl, ol'Pr.trr.rlerrrn arrd Nf ining
Nyavr: house, Kcrn,yatta r\\'('t1 tl('
NAIROBI

[)ear ,$ir'.

RE: REQUEST FOR INFORIVIATIOI'{ RELATING TO THE DEMURRAGES
COS'IS ON IMPOR'I'A'TION OF PE'TROLEUM AT THE OPEN MARKET
SI'STYEM (OTS) IN JANUARY TO JUNE 2o:ar

Relbrence is nrade to the meeting betrleeu the l)epartnrental (lomrnittee on Finance and

Natit>nal l,lanning and rhe National Treasrrrl ltelcl rln Trresday 98't'September, 9o91.

Ygtr u ill recall that during the said nrerting, "\'ou 
gave a lrrealick:u'tr of the den:rrrrage

charges relating ro pr.trr:letrrrr arrd petr,.rlt,unl I)rL)ducts tbr the last t\ro )'('xl'x. Ftlrtllcr tc)

this, thr. Cirrrrrrrittee rlorrltl likt,to lulve a li>llorv ul) lneetitlg trr tlist:ttss the dettturt'age's ('()st

at rhe O'l'S irr.lantrarv to.lrrne i0:.1 1.'l'he Cornnrittee rv<ltrld Iike you to provide the

lblltrrvirrg irrtirrrrratiou lt.lating ttr each o1'tlte vessel ts pl tlu illitched schedula

Clcrk's Chamtrrs
National Assembll
Pdrli:rnrcnt Buildings
FlO. Bor "1I842 -O0100

'NAlROBl. Kenyr

(i)
(ii)
(iii )

(i')

'l'he datc ol'arrival artd dischalge lirr cach vt'sst'l :

N umbet' ol' da-t's t lta t tlettt tr t't'age accrt tt'c[;

.,\rrrotrrtt.s paid as tlenturragt: ibr each lt'ssel; attcl

I )ocrttttt'tt ta t'.\' er i, lcr t.:e ol' 
1 
ra v t ttett t.

'I-h., purl><>sc ol this lcttrr thelt,lirle is ro rr(ll.lcst \'()tl t();lt'ovicle rlctails as listetl alxrl't'atttl
tr., iliite vorr arr.l t[.,('al,irrtt Sc.r't'tar'.\'lirr a tutrtirtq ort \\'edtresdal'6'h ()ctober,9o9 I in

the Mini Chartrbcr, Cotttrt-1' Ilall at I():Oo il.ltr'

-I'he l.iaison Ollicer.s lirr this rrratter are l\ts. Leah \\'. Mr+'atrra, Committee Clerk, rvho

ruray [e cotltacted on Tel. No. O79.*-939-$5S or etnail address: leahuarrjirtr'l'i!Strrail.eolrr
and Ms. Laureen Wesouga, o? to89o,$*9 or l4.trrccrlry'.s,1)tl#l:l 1 4-glDAl-ld'-qI!

\',ltrrs Slrtcr:rt'|/<J-.J"fl
PETER K. CHENI\\'ENdT
For: CLERI! OF THE NATIONAL ASSEIVIBL]'
Copy to - Hon. John N{rrnyes, EGH.

('abinet St'cretat'\',
NIinistrt' ol' I)ettrrlettttr an.l \Iinirrg
NIa,l',1 hr)Lls(1, lit'll.\'ilttII ;\\ (:lltlr'
NAIROBI



At{NEx 1: SUMMARY DEMURRAGE FOR OTS PARCELS (tOCAtl 2021

DEMURRAGE

AM(ruNT
PAID

NUME€R OF

DAYS

DEMURRAGE

ACCRUED

s/No. AMOUNTVESSEL DATE OF

ARRIVAL
DATE OF

DISCHARGE

1. MTCAPTATN JOHN 
I

MTSTI QUEEN2

3 MTSTI QUEEN

4. MT CLEAROCEAN

APOLLON

MT LR2 POI.ARIS5

MTLIAN GUI HU6.

7 MT NAVIG8
PROVIDENCE

8 MT CHAS€LNA

9 MT MAERSI( PIPER I

10. MTSTI I.AUREN

11. MTSUNNY ISIE

subtotal

MT 8W THALASSA I

L2

13. MT DONG.A THETIS

14. MT MARIANN

MT STI BROADWAY15.

16. MT STI ROSE

MT SILVER EMILY17

18. MT

MT19.

20. MT SERIANA

subtotal

MTSTI OXFORD2t.
22. MT MAGIC VICTORIA

23. MT BW GAI.ATEA

24. [I/IT UACC AL MEDINA

MT UACC AL MEDINA25.

25. MIYUAN HE WAN

2? MT PACIFIC NAFSIKA

MT BW LARISSA28.

29. MT LR2 POI.ARIS

(ADDITIONAL CLAIM) I

30. MT CAPTAIN JOHN I

MT CLEAROCEAN

APOLLON

31.

32. MT LIAN GUI HU

33. MT MAERSK SANORA

34. MT SN WINNIE

MT PACIFIC ANNA35.

36. MT CLEAROCEAN

AJAX
subtotal



MT ASHLEY LADY37

38. MT POLAR ACE

MT BW YANGTZSE I39.

40. MTTAO LIN WAN

MT SILVER EMILY41.

42.

43.

MT SILVER EMILY

MT SILVER EMILY

MT BW DESPINA

45.

44

MT NAN LIN WAN

46. MT MEI LIN WAN
subtot l

47

48.

MT SOLIDARITY

MT MARE ORIENS

49 MT STI SPIGA

MT ALPINE MIA

MT ATI-ANTIC BLUE

MTATHINEA

Subtotal

MT JAG PANKHI

Total Demu to June, 2021,anua

50

51

52

MT ENCELIA

53

DGT

MT SLTI SLOANE

59 MT OR,ANGE STARS

60.
Subtotal



Tclcgraphic Address
'Bunge'" Nairobi
Tel. * 2 54-020-f tt4,i0lj0
I'ar'+?54-020-:243694
E-mai I sirrk(}psrliall-c!!1, gu k e

lVhen replying please quote

REPTIBLIC OF KENYA
THE NATIONAI, ASSEMBLY

R [iI:, NA/ [)D(li F'&N I ' / 
,toL) t / i't.\ :l$rd Septenther. '2o9 t

Dr. Julius Muia, CBS
Prinr:ipal Sei:r'etarv
I'he National'['rea.., ttn'

' ileasut ) i3uilditrg, I Iaratr riree r\' crrttte

NAINOBI

Eng. Andrew N.l[amau
Principal Secretarr',
State l.)rpartmenl ltrr l?etrolertrn
lv{irri str'.r, rrl' l)ctlolrurr r at r.l ivl i t r i r rg

hi"va.vo hou.se. K en.vatta Aventte
NAIROBI

Dr. Eng. Joseph Njoroge, MBS
l'rincipal St:cretan'
State Deparrment rtl' linergv
\[vi1-yo I [,rusr:. Kerryalra Avtntte
NAIRQEI

Mr. Jalnes Mbunr
( xl nrtrris.s: une r ( ie r re ra l

Kenya Reventte .\uthoritv
qotl' r'l(x)r, '!-irne'- 'l'orvers, Ilaile .relassie ..\r'entte

N.dflROBl

Dear

HE: TNVITATION TOH A MEETING WITH THE DEPARTMEN'TAL
COIvIIvIITTEE ON FINANCE AND NATIONA.L PLANNINC TO lNgUlRE INTO
THE CAUSE OF THE DRASTIC INCREASE IN PRICE OF PETROLEUM AND
PETROLEUM PRODUCTS

1'[e l)epartmentitl Cirmmittrc on l:inance antl National Planning i.$ estai]li.shd bv Standing

Ordtrr,ll(i <rf'the National .\.ssernhlv ant[ mandated. to iurt(,nq$t others, 'investigzte, inguirc
inro, and rcpor-t on al! ma$erc rclatingy to the mandzta management ectivities,

administmtiin, operztions arrd estinntes ofthe a-csigned lllinisties and Depfinrcn*'.

Pursuanr ro its rnandare. rhe (ltxnrnittee is irr receipt ttl'a l'etitiolt seeking tt> investigate the

cau-se sl'the tlrastic revie\v of rhe nrarimr.rrn retail an<l rsholesale petroleum and petrolertm

l)nx.luct.l ;lrtt:e l<tr the Pt'rr()<l l.'J!i' SePterllber t(, I l'tir (rc!(rl)ef, tO'JI a(:r()Ss the fi'tlntfv
iea4iruI ri, huge 9urcn, ti'<lnr rllr putllic ancJ srakeholtlers itr the transpr>rtatiotr and

61111111i1qtLrring se(:t(,rs. ln atl<lirion. tl'le astr(,r)olnicitl price itrcrease in petroleutn and

p:etroleurrr prirclu"t, price has inr-:rease<l the r:ost ol'livirrg lilr,rnosr t(enyans amid concerns

that rp11..r K.r1unn* are.still sutl"ering l'r-r)n! th('t'flbt:rs rlI(IOVID -lt) parldemic

Cllerk's Chambers
National Assemblv
Parliarnent Buildings
P.O. Box 41842 -40100

liAIROBl. Kcnyt



Irr this regaxl, rhe ('orrunittee ltas rtrsolt'cr.l trr irtvitt vrrtt attd (,abiner See retilt'-t' tirr a

r,eefi'g r,r <liscuss tt're causc of rlre tlrastic ilrcrease ln l)rl('es rl{ pctrtlicutl) ul)d petr(,lcwn

1rr,r.luc.r.r. 
'l'[e Corntrrirrer would tlterelirre likr 3'ou t(r prePure it r(lx,rt olt thc fbllorvine:

t. Whag are the caultes ,r1'1h( rgt:trlt inr:teases in tirei plicesl
g. IJou etl'et:rive is the current (rrel pricing tirrmuia?

:r Whar taxes antl tevies art,r.rrilecretl tiotn tirrl priccs :rntl ltorv are tltet'trtilir.ed.)

I. I{1lw rnucf hns bcerr collecrerl lnttier the lxrrolcum cleveltllttnetrt le"'.r-lirr the last chree

vears antl horr ntrtrrlr is tlte rt:sct'r't''i

.i. irrol'icle a detailetl relxrrr otr all receil)t.\ rr'tto tite I't:Lroleunl [)elclot:tlle]1t i.t'\'-r'l;'tllxl
tilr the [it.st rtlo Year.\.

(i. I)etailr ()lr urilisation <>t'tirncls cullected itlto l'etnrietrnl l)evelolxncrlt i,c'"-] ljtrn<i

inclutling anv tlevelopn'tcnr progr?tmnlr.r untiertaken lirranced throrrgh rlre I'erroleunr

develepment levv ltund?
;. What is the sratus ol operationaliz.atirln ui tlte l)ettrtlcurn StabiliT,ation l"uttcl; ltoiv ua'

the llerroleum (irlsplirlatetl I'-urtd ro lrr littttlrti and ltorr mtlch hiut much has lreen pttt

inro rltr litrrcll h<,rn u'as ir rr"rplxr^rc(l ro lrt' rrtitnagetl )

b. l"lorv has rhe governnrenr l)ren lundilrg thr lircl xubsitjl' .sitrcr March ,():i I itttti lrou

rnur'h lta.s lreelr s1:rnr trr tJa!r rrn lirt'l sulrsiclirs.'

',.). Wh.r' rras the lucl ;iub:ritil' rr.'int;r'c;il ili tiri'l pi"ii:c fir;'Septembcr 2o'il;'
ttt' what are the porsiblr (:aulieri ol'thr detttttrruge cltalgcs leacling to [ig1't c.st ot'ii'relJ

I l. W[at is the r:trrnulative amount col]t,cted r>n tleltturruge c]rarges rtlating trt petroleunt

alrd petroleunr protlucts lirr tht l;15t (rl'o (g)\'('rti's inciuding lllontlrl.v avrriU{e.\.r

l.J. I.low cl<res tlre ifoven)rnent inrentl to atldres.s thr cttrrenc high t'trel prices in the vierr ol
'its irnJrat:r on thc txrst rrl livittu li:r linlrarrs.)

l.y lre tSere plarr.r to c:rr.shiolr rnartutacrurers li'orlt ltts.se,, ittt'ttrl'eti tlur ro l"righ ttrcl prrt:es,'

t"1.. What are the long rernr plan.s ntea.sures !{} rut.ltlter eliecr.r ol tircl 1:rice t}ut'ruattotrt

i ncl ucl i n;g <tl' sttilicient stt'a tegic turl resr:rt't's'
t..i. Whar legislarirt: lntcrverrtl()n (:iln t)e pr.tt itt 1:iat'r to ar.ltlre-sr luel ltrt(:('stabiltt-v.

-i'iris i* rlrer.ciirr.c r., irriirlrrr -r.ru tlrur tirc rtrcrtittg itit,, ircrt scitrciuieci ii,r Wetllresrlar.2g*

September, COgt in Mini Chamber, i-irst Floor. Countv Hall as per tlre attachetl

r)r()llrarnme.

'l'hr l.iaisurr (Jflirers tor rhis tlrattcr are IVIs. Leah rr!'. Mrvauta, Comrnittec Clerk- wlro

rrav l)c r,()nru(.red on Tel. No. o?2+-2 gq-$6$ rrt' email address: lgqhwfliit3r*@gmail.Sqm
o, iV.. Laureen lVesonga, 07 1082(X"+9 or laureenwerongetlfa gmail.com

Yorrrr S,r^aI-efu/

PE"TEft CI.IEMWENO
FOT: CLERK OF THE NATIONAL ASSEI\IBL}

Copv rt, -_-

Hon. (Amb.) Ukur Yateni Kanacho. EGH
(labiDet Srcr("tarY
National'l'reasttry aud l'[attning
"['rr.:1,ttr11' I}tiirlin.". I Ilramlrer'\"'t"t'"'
NAIROBI

Hon. John iVtunves, EGII /
CatrinerSccrerar-v u€ ; --\
Min istrl' ()l' l)etroleutn and l\'l i nrrrg



I

\

Works Iluilding, Ngong lloarl
NtUnoBI

I{on Charles l{eter, EGH
(labirret Secr-ctar-l

l\,li n istrv,r{' }lnerEy
N.ya.vo I Iotrse. Kenvatta .\r't:ntte
NATROBI

t



WEDNI:SDAY 29 I'II S[PTEMBER. 9O3 I

QINQ.-:- MINISTRY
l. Miuistr;-of'I'-nergv

__i
:.1. Ministrv ot'I:'etrrtlt'ttttt alttl !Uiltin{

it Natirnal -l'r.u.r,,rr-,rnJ-i;i,,,',"ii,tl n,111 |ig11v;r

Ii.evenue,\ t rrhori t \'

'rU\{f
:):{X } il.nl

It,:G.*

f.i0 p.rn



€PRA Eagle Africa Centr.e. Longonot Road, Upperhill
P.O. Box 42681 - 00100 GPO. Nairobi - lGnp

Tel: +254 - 2G. 28p-TOm.kOO/27:.76-15
Cell: +254-7 22 2008,47 [734 474333

Hotline: +254 709 335 0O0r0E 444 @O

Email: info@epn.go.ke; W€hrite: www.epn.go-keEnGEy l Pctrolcum RcgslEtory Asthortty

Our Ref . : EPRA/?Gi "l 5 IEK lja 6s October 2021

Clerk of the National Assembly
Clerk's Chambers
Parliament Buildings
P.O Box 41842-00100

NAIROBI

J7, J,oloi,
RE: REQUEST FOR INTORMATION RELATING TO DEMURRAGE COSTS ON

IMPORTATION OF PETROLEUM TTIROUGH TFIE OPEN TENDER SYSTEM
(oTS) FOR THE PERJOD IANUARY TO ILrNE 2021

Reference is made to your letter Ref: NA/DDC/F&NP12021,157 dated 4th October 2021

and addressed to the Principal Secretary Ministry of Petroleum and Mining on the

above captioned matter.

Attached herewith, please find the tabulation of demurrage costs per vessel'for the

period |an,uary to June 2021. The demurrage rate is based on vessel size and is well
stipulated in the Open Tender System (OTS) Agreement signed by Oi1 Marketing
Companies (OMCs) in accordance with Legal Notice No. 24 of 2A1.2. Further, OMCs

are required to provide copies of Charter Parties (CP) with vessel operators for
purposes of verification of the actual demurrage rates applicable for each vessel.

'::wr,.^
DIRECTOR GENERAL

Encls.

Copy to: Hon. ]ohn Munyes, EGH

Cabinet Secretary

Ministry of Petroleum & Mining

NAIROBI

Mr. Andrew Kamar4 CBS

Principal Secretary

Minisfiry of Pekoleum & Mining

NAIROBI ISO 9007:2O75 Certrfied
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REPUBLIC OF KENYA
TWELFTH PARLIAMENT (FIF"TH SESSIO

\.
THE NATIONAL ASSEMI}LY 2( {'b.'

PUBLIC PETITION

(No.039 of 2021)

REGARDING REVIEW OF ABNORMAL INCREMENTS IN PRICES OF PETROLEUM
AND PETROLEUM PRODUCTS IN THB COUNTRY

I. the UNDERSIGNED, on behalf of consunres of fuel and other petroleum products across the

country;

DRAW the atterrtion of the l-louse to tlre tbllowing: -

l) THAT, the Energl'and Petroler.rm Regulatory Authoritv (EPRA) and the Ministrv of Enersv
acted excessively and inserrsitively irr the recent historic increase of petroleum prices b.v

betrveen Kshs 7 to l2 and fhiled to sal'eguald basic rights of Kenyans by ignoring the dire
econonric struggles that bedevil the nra.iority' ot' lorv-incon"le carncrs u'ho live below tire
povertv line and are still rccuperatirrg lionr the shocks of Covid-19;

2) THAT, the high fuel prices have infiinged on the right of everl' citizen to rnovc tieely by
occasioning restrictive lare l'rike in public service vehicles such as matatus, buses, boda boda
rnotorbikes and taxis;

3) THAT, Kenyan citizens have t'urther bcen denied rights to adequate food of acceptable
quality due to prohibitive cost of'transportation ltorn the production points to rnarkets and

hornes, and are therefbre subjected to hunger and risks of starvation rvhich infiinges on their
rights to life contrary to Article 26 of the Constitution in addition to facing the prevailing
droughts and fanrine in several parts of the country;

4) THAT, costs of rnedical scrvices have skyrocketed beyond the anticipated parameters of
universal health care progratnnte on accourlt of rising energy costs, while the over burdening
taxes o,l luel and other petroleurn products has contributed imrnensely to job cuts that have
led investors to shift to ncighbouring countrics having favourablc trade irtccntivcs;

5) THAT, it is ironical and illogical lbr tlre Govcrnnrent to set fuel prices at higher rates than
neighbouring cc'runtries incltrcling llu,ancla. Ilurundi. F-thiopia, Sornalia, liritrea, Tanzania and

Uganda sorne ol-rvhich arc land-locked ancl ltence intport their lirels through Kenyan ports;
6) TflAT, skyrocketing cr)crg), costs in thc ctruntry irre reversing tlic initial gains that had been

realized under the Governrnent's Economic Stimulus Progranrrne and the Big Four Agenda,
and are a direct result of rvastagc of taxpayer's monev that occurs in every five-year cycle;

7) THAT, eflbrts by citizens through various groups and institutions to have this escalating
energy costs placed under control by'thc National Government have been futile;

8) AND THAT, the rnatters raiscd in this I'etition rvith regard to revierv of the abnorrnal fuel
price increnicnt ranging fiorn Kshs 7.58 tbr Super Petrol, Kshs 7.94 lor Diesel and Kshs
12.97 for Keroserre are nol pending in any coun of law in Kenya to the best of our
knowledge.



I'UBLIC PETITION

REGAIIDING REVIEW OF ABNORMAL INCREME
PETROLEUM PRODUCTS IN

NT IN PRICES OF PETROLEUM AND

THE COUNTRY

NOw THEREFORE, your hurlble petitioners pray tliat the National Assembly through the

Departmental Comrnittec on Energy:

(i) conducts a public inquirl,on reasons behind the high prices ol'petroleuln products in Kenl'a

including Liquefied petroteum Gas (LIrG) that includes the importatiotl process. overhead

refinery costs per litre/ per barrel, volumc ol'exported crude oil rnined locally. and amount ol'

revenue collected tionr petroleum products;

(ii)urgently reviews relevant laws so as to cause a rcduction o1'the retail prices of petroleum and

pctroleum products inclucling thc Valuc Acldeci'l'ax (VAl') larr'. the lncotne Tax larv, the l'ax

proccdures Act. the N4iscellaneous I''ecs and Lcvies Act. altttxtg othcr statutc:

(iii) causes the relevant state agencies amd regulatory-rnaking authorities to review the relcvant

regulations relating to petroleurn products rvith a vier.v to reducing the retail cost ol'petroleum

and petroleum products including LPG;

(iv) considers annulling the relevant petroleurn-related regulations until such time rvhEn the

regtation-making authorities conrply rvith a vierv to bringing dorvn the cost of tuel in the

countrY, and

(v) makes any other recontmendation or legislative intervention aimed at reducing the retail price

of tirel and LPG.

And your PETITIONERS rvill ever pray'

PRESENTBD BY

HON. STEPHEN MULE' MP

MEMBER FOR MATUNGULU CONSTITUENCY
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REPUBLIC OF KENYA

TWELFTH PARLIAMENT - (FIFTH SESSIONI

THE NATIONAL ASSEMBLY

CONVEYANCE OF PUBLIC PETITION
(No. 040 of 2021)

PETTTION TO ArvrEND THE FINANCE ACT, 2018 rN ORDER TO
ADDRESS DRASTIC INCREASE IN PRICES OF PETROLEUM AND
PETROLEUM PRODUCTS

Honourable Members, Standing Order 225(2)(b) requires the

Speaker to report to the House any Petition, other than those
presented by a Member. Further, Article 1i9 of the Constitution
provides for the right of any person to petition Parliament to
consider any matter within its authority, including petitioning the
House to enact, amend or repeal any legislation.

In this regard, Honourable Members, I wish to report to the House

that my office has received a Petition from Mr. Antony Manyara and
Mr. John Wangai of P. O. Box 17586 Nairobi, calling for'furgent
repeal o.,[ Section 13 of the Finance Act, 2078 in order to
address drastlc increqse ln prlces of petroleum and petroleum
products through abolttlon of the currentlg prescrlbed 8o/o

Value Added Tq-x."

In their petition, Honourable Members, the petitioners decry
passage of section 13 of the Finance Act, 2OlB which amended
section 5(2) of the Value Added Tax, 2013 that introduced a Value
Added Tax of Bo/o on petroleum and petroleum products which had
previously been tax exempt. This taxation rate was pegged at the

taxable value of petroleum and petroleum products exclusive of
excise duty, fees and other charges.



The Petitioners a'/er tirat all +,a:<payers e-nci consltmers cf petroleum

anci petrcieura prcclucts have bcen ad';erselS' irnpacted by the ian'

which they terrn as draconian.

Honourable Members, The Petrtioners ;eei.: the inter-v-ei;t.ion of this

Hcruse to corr.sider rcpcaling Sectiotr 13 of the Finance Acl,2O1B in

order to address the sharp irrcreasc in prices of petroleum atrcl

petroler:m prrrclrrcts throrrgh aholitiol of the ct:rrt:irtly nrescribed

8o/o Value ,\dded 'Iae. This ls in view of its o','erarching and

substanttal impact on to<paycrs and ccnsumers of the said

prodrrcts, u,hich they have listed as petroleum oiis, oils from

bituminous milerals, motor vehiclc fuel, spirits, kerosene-based jet

fuel, illuminating kerosene, and natural gas in gaseous state.

Honourabls lienrbers, tiris is a llrlttter thaL scluatrely anC

exclusiveiy ialls vrir-hin ti-r.e authori'-y atld tnatldate oI the National

Assembiy as espouseci in at' ieast five provisions of the C<,rnstitution,

the first of r',,hich is Articie 95(2) oro''zid'rs tltat,'rnti I ciuott"':-

n'fhe flaticnal A.ssern.b/y deliberates ori and resolues i.ssues of
concetYl to the PeoPle."

Secondly, Artit:le 119(1) which statc's, and l qttote:'

"Duery person has a ight to petition Parliament to consiaer
ang matter uithirr its autlroritg, 'including to ennct, am"erld crr

repeal any legislation."

Further. Articie 114(3)(a) rrandates ihe National Assembl.'/ to enact

larvs pertaining to ta-yatiotr,'"r,hile Article:210(1) provides that, and I

quote:-

"No tax or licensing fee rnay be i.m1.tosed, waiued or uaried
except as prouided by legislcttictn."

Finally, as indeecl observed by the Petitioners both in their

submission.s as well as in their Prayer, the legislative authority of

the Republic, which is clerived from the people, is exercised at the

national level by Parliament in line with Article 94(1) of the

Constitution.



Honourable Members, you will agree with me that this is a current
matter which is of great concern to the people. Indeed, in addition
to this Petition as well as a similar Petition by the Member for

MatungUlu, the Hon. Stephen Mule Mutinda, MP, I have received

requests for Adjournment Motions from the Member for Dagoretti
North, Hon. Simba Arati, MP and Nominated Member, the Hon.

Wilson Sossion, MP seeking adjournment of the House so as to
deliberate on this very issue. I have determined that the best

avenue for resolving the issue at hand is not a Motion under
Standing Ord.er 33, but rather legislation, and it is on the same

basis that I declined to approve Statements and Questions from
several other Members on the matter.

Honourable Members, pursuant to the provisions of Standing
Order 227(1), this Petition stands committed to the Departmental
Committee on Finance and National Planning for consideration.

In addressing the concerns and prayers of the Petitioners, the

Committee shall be expected to:-

1) table its report u,ithin Fourteen (14) days in vierv of the urgency

of the matter and in consideration of the effects it has on the
populace, notwithstanding the sixty days period under Standing
Order 227;

2) attach a draft Bill to the Report, for my approvai for publication,
proposing legislative interventions as sought by the Petitioners,
and;

3) undertake general and targeted inquiry to conlirm whether there

exists other reasons, beyond taxation leading to the drastic rise

in the cost clf petroleum and petroleum products with a view to
proposing administrative and legislative measures for addressing

those causes.



Honourable Members, altlioi:gh f.hc FIon. Stephen Mule requests

that his Petition be ref'erred to thc Departmental Committee on

Enerry, you wilt all agree tl:at the soh-rtion to the matter at hand

lies in addressing taxaticn anC reiated measltres, and therefore it is
only pmder.t that we consolrdate thc. efforts therein in one organ of

this Hr:use. Srtbsequently, the Petition by Hon. Stephe;r Mule, MP

will also be considered by trhe Departmental Committee on Finance

and National Planning.

Finally. purslrant to the provisions'tf litan.ding Order 195(1),

Members of Lhe Departrnental Courntittee oi-t Energ-v ancl indeed any

other Mernberutf this House are at liirerty to attend the sittings of

the Departulental Cor.rn:i.l.tee c,n Finance ar:d Natjonal f'lanning and

make their su.bmissioris orr lLre rrratte r.

I thank you!

{

THE HON. B.N. MUTURI, EGH, MP
OF. o

Tt-iesda , Septcrnber 2I,'2021
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PETITTON TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018 ; PURSUANT TO ARTICLES 2, 3, 70, 43, 46, 47, 179, 207, 209, 210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTAITY POWERS & PRIVILEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONA
ASSEMBLY STANDING ORDERS.

THE CLERK,

NATIONAL ASSEMBLY,

PARLIAMENT BUILDINGS,

NAlROBI.
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We, the undersigned petitioners being patriotic citizens of the republic of Kenya,

pursuant to articles 2,3, 10, 43, 46,47, 119,2A1,209,210 and 232 of the

Constitution, the value added tax act, the parliamentary powers and privileges

act, the petition to parliament (procedure) act and part xxiii of the national

assembly standing orders: -

DRAW the attention of the House of the following;

1. THAT articte 2g) o'f the Kenyan constitution stiputates that any [aw, inctuding

customary Law that is inconsistent with this constitution is void to the extent of

the inconsistency, and any act or omission in contravention of the constitution

is invatid.

2. THAT articte 3(1) of the constitution provides that every person has an

obtigation to respect, uphold and defend this constitution.

3. THAT article 10 provides the national vatues which inctudes human dignity,

equity, sociaI justice, inctusiveness, equatity, human rights, non'discrimination

and protection of the marginatised.

4. THAT articte 43 provides that every person has the right to social security.

5. THAT articte 46 provides lhat Consumers have the right-

(a) to goods and services of reasonabte quatity; i .;. .,

A\, *
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE

ACT 2018; PURSUANT TO ARTICLES 2,9,10,43,46,47,119,201,209,210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE

PARLIAMENTARY POWERS & PRIVILEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONAL
ASSEMBLY STANDING ORDERS.

(b) to the information necessary for them to gain futl benefit from goods and

services; and

(c) to the protection of their heal.th, safety, and economic interests.

6. THAT articte 47 provides that every person has the right to administrative

action that is expeditious, efficient, lawfut, reasonable and proceduratty fair.

7. THAT articte 119 stiputates every person has a right to petitiorr Partiament to

consider any matter within its authority.

g. THAT articte 201 provides that the fol,towing principtes shatt guide at[ aspects

of pubtic finance in the RePubtic-

(a) there shatt be openness and accountabitity, inctuding pubtic participation in

financial matters; and

(b) the pubtic finance system shatt promote an equitabte society, and in

particutar the burden of taxation shatt be shared fairty'

9. THAT articte 209 provides that onty the national government may impose-

(a) income tax;

(b) value-added tax;

(c) customs duties and other duties on import and export goods; and

(d) excise tax.

10.THAT articte 210 stiputates that no tax or licensing fee may be imposed,

waived or varied except as provided by legistation.

11.THAT articte 232 provides that the vatues and principtes of pubtic service

inctude-

(a) high standards of professionat ethics;

(b) efficient, effective and economic use of resources;

(c) responsive, prompt, effective, impartiat and equitabte provision of

services;

(d) invotvement of the peopte in the process of policy making;

(e) accountabitity for administrative acts; and

2lt'age
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018 ; PURSUANT TO ARTICLES 2, 3,L0,43, 46, 47,119,20'/..,209,210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTARY POI /ERS & PRIVILEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONAL
ASSEMBLY STANDING ORDERS.

(f) transparency and provision to the pubtic of timety, accurate information.

12.THAT section 18 of the partiamentary powers and priviteges act provides that

Partiament or its committees may invite or summon any person to appear

before it for the purpose of giving evidence or providing any information,

paper, book, record or document in the possession or under the control of that

person.

THE FACTS constituting the same include;

13.THAT The Finance bitt 2018 was passed by the Nationa[ Assembty on the

30rh August 2018, and was presented to the president for assent on the

13th September 2018, which he refused to assent and made some

recommendations through the presidential memorandum.

14.THAT att the recommendations were passed by partiament on 20th September

2018 as betow;

a) Petroteum products shatt attract tax at a rate of 8% of the taxabte vatue

effective from the date of assent. Down from the previous proposal of 16 %

b) Tetephone and internet data services shatl be charged excise duty at a rate of

15% of their excisabte vatue. Up from 10 %

c) Fees charged for money transfer services by banks, money transfer agencies

and other service providers shatt attract Excise duty at a rate o'f 20% of their

excisabte vatue. Up f rom 17%

d) Excise duty on other fees (i.e., ATM withdrawal charges) charged by financial

institutions sha[[ be 20% of their excisabte vatue.

e) An emptoyer shatt pay to the National Housing Devetopment Fund in respect to

each emptoyee emptoyer's contribution at 5% of the emptoyee's monthly basic

satary and emptoyee's contribution at 1.5% of the emptoyee's monthty basic

satary. Provided that the sum of the emptoyer and emptoyee contribution does

not exceed Ksh5,000 up from 0.5 % as was proposed.

3lPage
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018 ; PURSUANT TO ARTICLES 2,3,10,43,46,47,119,20L,209,210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTARY POWERS & PRIVILEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXTII OF THE NATIONAL
ASSEMBLY STANDING ORDERS.

f) Anti-adutteration [evy of Ksh 18 per [itre of kerosene Sugar confectionery,

inctuding white chocotate, chocolate btocks, stabs or bars excise duty to be

charged at a rate of Ksh 20 per kg.

g) Motor vehictes to attract excise duty at a rate of 70% or 30 %

h) Reduction of lotteries, betting and gaming taxes from 35% to 15

15.THAT Fottowing the pubtic reading of the Budget Statement for the fiscal year

201812019, and subsequent retease of the Finance Bitt 2018, matters taxation

in Kenya attracted a tot of publ.ic interest, with two Court cases chattenging

various provisions of the Bit[ and injunctions obtained effectivety stopping the

operation of the Finance Bitt 2018. This fottows the Cabinet Secretary for the

National Treasury, Henry Rotich, ptacing reliance on an Act of Partiament

known as the Provisiona[ Cottection of Taxes and Duties Act, to effectivety

make the Finance Bitt 2018 operationat, prior to the President's assent. The

ruting wi[[ affect the imptementation of the Finance Act in respect of tegatity

of effective dates, some of which take effect on 1 Juty 2018.

16.THAT the Partiamentary detiberations cutminated in the removat of certain tax

measures contained in the Finance Bitt 2018. However the proposed

amendments were rejected by the President of Kenya and sent back to the

NationaI assembty for reconsideration.

17.THAT noting the increased taxation burden required to finance Kenya's Kshs

2.5 Trittion budget, the Natlonat Treasury opted to downsize the budget for the

fiscat period 701812019. This, however, coincided with increased revenue

raising measures contained in the President's Memorandum to Partiament,

which sought to increase, inter atia, excise duty on money transfer services,

data and airtime, as wetl as introduce Vatue Added Tax (VAT) on petroteum

products at a reduced rate of 8%.
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018 ; PURSUANT TO ARTICLES 2,3,10, 43, 46, 47,179,20L,2A9,210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTARY POWERS & PRIVTLEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONAL
ASS_EMBLY STANDING OR

18.THAT with the Finance Act 2018 now operational it offers a bigger chaltenge

across most economic ctasses and sectors.

19.THAT Section 5 (2) of the VAT Act, 2013 was amended to introduce VAT at 8%

on petroteum products which had previousty been exempt, under transition,

since the enactment of the VAT law in September 2013.

20.THAT specificatty, the introduced paragraph states that in the case of goods

tisted in Section B of Part lof the First Schedute of VATAct 2013, eight percent

8% of the taxable vatue, effective from the date of assent Provided that -

i. The taxabte vatue in respect of these goods shatl exctude excise duty, fees

and other charges; and

ii. Despite Section I of the Finance Act, 2018, this paragraph comes into effect

upon enactment of the Supptementary Appropriation (No. 2) Act, 2018.

21.THAT att taxpayers and consumers of petroteum products have been affected

directly or indirectty by the draconian poticy / act.

22. THAT white the potitical branches were considering the Bitt, a Constitutional

Petition chattenging its propriety on muttipte grounds inctuding whether or not

it had been presented to Partiament in time, as wetl as the constitutionatity of

bringing some of its provisions into force before its enactment, was being

titigated before the Courts. A day before the Finance Act, 2018 (the Finance

Act) was passed, the High Court detivered its decision uphotding two of the

grounds the redoubtabte Mr. Omtatah had pressed. One was the headtine-

grabbing invatidation of the Provisional Cottection of Taxes Act which atlowed

the Cabinet Secretary (CS) Finance, to enforce provisions of the Finance Act

before it was enacted. Lady Justice Okwany hel,d that under Articte 94 of the

Constitution, onty Partiament coutd pass legistation, and it had to be done

within the stipulated process which included such fundamental issues such as

effective pubtic participation in [aw-making. By attowing prior enforcement of

provisions of a bitt by way of orders issued by a Minister, however temporarity,

5lPaEe
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018; PURSUANT TO ARTICLES 2,3,\0,43,46,47,1'1.9,201.,209,210 & 232 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTARY POWERS & PRIVILEGES ACT, THE PETITION TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONAL
ASSEMBLY STANDING ORDERS.

not onty does the Executive unlawfutty usurp the exctusive non-detegabte

powers of Partiament but atso undermined the satutary inctusive law-making

process. As the Provisional Coltection of Taxes Act was invatidated, the CS's

orders which had sought to imptement various provisions of the Bi[[ before it

was enacted were atso invatidated. The inevitabte fatt-out of such nutlification

is yet to be futty worked out.

23.THAT less remarked upon, but surety potentiatly more consequentia[ or, at any

rate, shoutd be more consequentiat, is the High Court's finding that the Bit[ was

presented late as that shoutd have been done by 30th Aprit, 2018 as required

by Section 37 of the Public Finance Management Act, 2018. That section does

not set out what happens in the event its provisions are not met. Lady Justice

Okwany did not state what fottowed from her finding of contravention. There

has atways been controversy as to the consequence of breaches of mandatory

statutory timetines. With notabte exceptions, the traditional approach of most

Kenyan Courts has been that such viotation shoutd lead to annutment of

chattenged action.

Z4.THAT the issues raised herein are substantive and efforts to have the matter

addressed by the retevant body have proved futite.

25.THAT the issue in respect of which this petition is made is not pending before

any court of law or other constitutional or legat body.

THEREFORE, your humble petitioners Pray;

26.THAT pursuant to articte 94(1) of the constitution which provides that the

tegistative authority of the repubtic is derived from the peopte and, at the

national levet, is vested in and exercised by partiament, the honourabte house

considers this petition.
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PETITION TO THE NATIONAL ASSEMBLY TO REPEAL S.13 OF THE FINANCE
ACT 2018 ; PURSUANT TO ARTICLES 2, 3, 10, &3, 46, 47, 179, 201., 2A9, 210 & X2 OF

THE CONSTITUTION OF KENYA 2010, THE VALUE ADDED TAX ACT, THE
PARLIAMENTARY POWERS & PRTVILEGES ACT, THE PETMON TO

PARLIAMENT (PROCEDURE) ACT AND PART XXIII OF THE NATIONAL
ASSEMBLY STANDING ORDERS.

77.THAT in accordance with articte 119 which encapsutates that every person has

the right to petition parliament to consider any matter within its authority, the

Honourabte house to repeat Section 13 of the Finance Act 2018 which ptaced

VAT at the rate of 8% on the goods listed in Section I Part I of the First

Schedute of the Vatue Added Tax Act 2013. Amongst the goods that were

affected inctude petroteum oits and oits obtained from bituminous minerals,

crude; motor vehicte fuet; spirit and kerosene-based jet fuet; ittuminating

kerosene; naturat gas in gaseous state etc.

Name of the 1't petitioner:
I
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REPUBLIC OF KENYA
THE NATIONAL ASSEMBLY

TWELFTH PARLIAMENT. FIFTH SESSION

Mandate of the Commlttee
The Departm€ntal Commtttee on Rnance and Natlonal Plannlng ls establlshed by Standlng Order 216 ofthe Natlonal Assem
Standlng Orders and mandated, to amongst others, 'lnvestlgotelnqulrehto,ond reputon ollmotters reldt ng to tfte mondo
monogementoctlvltles, odmlnlstrolJon, operatJons and enlmates of the osslgned Mlnlstrl* ondDepartmefits'.

Problem rtatement
Petroleum prlclng ln Kenya ls the mandate ofthe Energy and Petroleum Regulatory Authorlty (EPRA) whlch was establlsh
by sectlon 9 of the Energy Act, 2019. Sectlon L0 of the Act provldes that functlons of the Authorlty shall be to regulr
hPortatloni refinlng; exportatlon; transportatldni storage; and sale of petroleum and petroleum products wlth l
exceptlon of crude oll.

On 14th September,2OZl EPRA lssued a Press Statement on the lntended revlew of the maxlmum retall and wholet
petroleum prlce for the period 15h September to 14 October, 2021 across the country. The new prlces have led to hu
outcry from the publlc and stakeholders ln the transportatlon and manufacturlng sectors. There are concerns that sudd
lncrease ln the pump prlces has lncreased the cost of llvlng for most Kenyans amld concerns that most Kenyans are s

sufferlng from effects ofthe COVID-19 Pandemlc

The Departmental Commlttee on Flnance and Natlonal Plannlng has recefued a Publlc Petltlon seeklng to amend the Flnar
Act, 2018 by repeallng the lmposltlon of 8% VAT on petroleum and petroleum products and make necesrary admlnlstratr
lnterventlons ln order to address these concerns. The Commlttee ls expected to table lts report wlthln fourteen days due
the urgenry on the matter and lts effect on the welfare of Kenyans.

ln thls regard, the Commltt€e, pursuant to power conferred under the provlslons of Standlng Order 227 has resolved
conduct an lnqulry lnto the drastlc lncrease ln prlces of petroleum and petroleum productr wlth the followlng terms
reference-

I To establlsh the cause of the drartlc lncrease ln the prlce of petroleum and petroleum products and asceru
whether there are other causes of prlce lncrease apart from taxes and levlesi

2. To lnqulre lnto the amount of revenue ralsed from €ach of the taxes and levles pald on petroleum and petroler
products per month;

3. To lnvestlgate the purpose for whlch the levles ralsed through petroleum and petroleum products are used;
4. To lnqulre on how demurrage charges affect the prlclng of petroleum, how much they are per month and ln whl

component ofthe fuel prlclng they are contalnedi
5. To determlne whether prlclng of petroleum should be done monthly or whether the perlod should be lncreased;
6. To lnqulre lnto the lmplementatlon offuel stablllzatlon fundi
7. To seek alternatlve ways of ralslng revenue ln lleu of lmposltlon oftaxes on petroleum products;
8. To understand the lmpact of lncreased fuel prlces to the economy and the general welfare of Kenyans;
9. To establlsh why the Kenya Petroleum Refinerles Llmlted ls stlll a factor ln petroleum prlclng yet lt no longer refin

crude oll; and

10. To propose a Leg'lslatlon to address the concerns by the Petltloners.

lnvltatlon to Publlc Partldpatlon (Submlsslon of Memoranda)
The Commlttee, therefore, ln compllance wlth the provlslons of Artlcle 118(1) (b) of the Constltutton whlch requk
Parllament to facllltate publlc partlclpatlon and lnvolvement ln the leglrlatlve and other buslness ofpartlament and I

Commlttees lnvltes members of publlc and any lnterested stakeholders to submtt any vlews and comments they may ha
on the matters under lnqulry.

Further, the Commlttee wlll hold slttlngs on Tuesday, 28tt 5eptember 2021 ln the Mlnl Chamber County Hall. Parlleme
Bulldlngs to recelve oral submlsslons from the publlc and stak€holders. The meetlngs wlll take place between 9.00 a.m.
12.30 p.m. and 2.30 p.m. to 4.30 p.m.

Wrltten memoranda may be addressed to the Clerk of the Natlonal fusembly, P.O Box 41842-00100. Nalrobl; han
dellvered to the Offlce of the Clerk, Maln Parllament Bulldlngs, Nalrobl; or emalled to derk6lparllamentgoke; to I

recelved on or before Monday 27'h September, 2021at 5.00 p.m.

MICHAEL R. SIALAI. CBs
CLERK OF THE NATIONAL ASSEMBLY

23d September 2O21
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DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNIN

Buying or selling a car?
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Mandateolthecommlttoe.-FinanceandNationalPlanningisestablishedbyStandingorder216ofthel.lationalAssembly
The Deoartmental Committee on
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problemstatGment ---r-.^ ^, rha Fnerov and petroleum Regulatory Authority (EPRA) which. was

iffii.i'd'il'.x1':"[?i.X.'"i1#"*fl!r!]H'r5,,*9:riiil 
e"i'o"''ii" i-#t tunciions or th; Authoritv sharr be to

requtare importation; refining; *poitution' transportation; "-JIJ""'""il"iJ 
oi-p"t'or"" and petroleum products with

thl excePtion of crude oil'

on 146 September,2o2l EPRA issued a Press Statement.on the intended review of th:.mallmum retail and wholesale

oetroreum price ror the perrod i;'":;';#;;;; U "*t1",'i:'ilil,:i:,tf"'h;']H:'""-"f:Xl:::li:t:"::::
:.,.,:*::Ln";J*;{:[ijr::m:"":;J: iH::rffir,'"T'];::1';;;;;;s imid concerns that most Kenvans are stirr

lrii!t,-^"'i,il"tr;cis ot the covlDre pandemic

TheDepartmentalcommitteeonFinanceandNational^PlanninghasreceivedaPublicPetitionseekingtoamendthe
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, frikrgffi'""#fJff;$:"^",T,:?,".['I,'#':ffi"Jt,l?:li',;' 
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-through 
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5. To determine wn"tn"' oll'# ii o'"i'{""-'191'119^"-done monthlv or whether the period should be increased;

t [[:flfui1'$iui:***;';,'-:*i!:iilih!'i'lion or taxes on petroreum produc'is:

8, To Understand .n" ..o#oi]..,]",J i,.r prices to tnel.coil-v "na 
the general welfare of Kenyans:

9. To estabtish whv the xenya petroleum Refineries ait't"o'''!"tiii "i"ti"i 
in i"t'ot"" prlcins vet it no longer refines

crude oil: and
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of Article 1lg(]) (b) of the Constitution which requires

ii,'"'t'.--i,,"", thererore, il :.#f#:nJ:*[i":J:H::l'"[;[fi";;;';ioth6r busrnsss or parrrEment and rts

Parllamont to facllltate Publlc F
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vlews and comments thev mav have

on the matters under inquirY'
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1. EXECUTIVE SUMMARY

1.1 lntroduction

1.1.1

1.1.2

1.1.3

Provision of heatthcare is one of the economic and social rights outlined in Article

43 of the Constitution of Kenya 2010, which states that every person has the right

to the highest attainable standard of heatth. Article 201(a) of the Consitution of

Kenya requires openness and accountabitity including pubtic participation in

financial management matters. Financial management matters in Government are

guided by the Constitution of Kenya 2010, the Pubtic Finance Management Act, 2012

and the attendant regutations, the Pubtic Procurement and Asset Disposal Act, 201 5

and circutars released by the National Treasury from time to time.

Artictes 229 of the Constitution of Kenya and the Pubtic Audit Act, 2015 gives the

the Auditor-General the mandate to audit att pubtic funds and report on whether the

funds have been used in an effective and lawful manner. Section 37 of the Pubtic

Audit Act, 2015 provides that, the Auditor-Generat may, upon request by Partiament,

conduct forensic audits to estabtish fraud, corruption, or other financiaI

improprieties. ln addition, Section 38 of the Pubtic Audit Act, 2015 provides that

the Auditor-GeneraI may examine the Public Procurement and Asset DisposaI process

of a state organ or a public entity with a view to confirming whether procurements

were done lawfutty and in an effective way.

ln this regard, the Office of the Auditor-Generat conducted a special audit on

utitization of the COVID-19 Funds by National Government Entities with a view to

confirm lawfutness and effectiveness of the expenditure incurred.

1.2 Objectives

1.2.1 The objective of the special audit was to confirm whether pubtic funds utitized by

National Government Entities for procurement of the medical suppties for purposes

of combating the COVID-19 pandemic were used in a manner that is tawfu[ and

effective.

1 .3 Terms of Reference

1.3.1 The special audit was guided by the Terms of References summarized betow and

detaited in APPENDIX l:

. Review the lnstitutional Framework for Management of the COVID-19 Funds.

8



Review utilization of the COVID-19 Funds by the National Treasury and Ptanning

including disbursements to Ministries, Departments and Agencies.

Review utitization of the COVID-19 Funds by the Ministry of Health and the

ReferraI Hospitats.

Review utitization of the COVID-19 Funds by the COVID-19 Emergency Response

Fund.

1.4 Scope of Work and Limitations

1.4.1 The Speciat Audit Report covers; ptanning, budgeting, financing and utitization of

Covid-19 Funds and donations by the NationatGovernment Entities for the period 13

March, to 31 Juty, 2020.

1.4.2 The report estabtishes the tota[ amount of funds appropriated and received by the

National Government towards the COVID-19 retated activities. lt atso detaits how

much of the funds were disbursed to other Ministries, Departments and Agencies and

usage of the COVID-19 Funds by the Ministry of Heatth. ln addition, the report

reviews receipt and utitization of the COVID-19 Funds and donations by the COVID-

19 Emergency Response Fund.

1.5 Structure of the Report

1.5.1 The special audit report has three sections: the executive summary, the detaited

approach, and the detaited findings. The report shoutd be read in its entirety to

comprehend futty the approach and the findings. lt reports on facts as understood,

with the aim of informing the Public Accounts Committee on their detiberations and

decision-making, taking cognizance of any timitations raised.

1.6 Key Findings

The lnstitutional Framework for the Management of the COVID-19 Funds

1.6.1 On 11 March, 2020, the Wortd Heatth Organization pronounced a pubtic heatth

emergency of internationat concern, dectaring the Corona Virus Disease 2019

(COVID-19) as a pandemic. The first case of the COVID-19 pandemic in Kenya was

announced on 13 March,2020. Since then, the Country has continued to record new

cases daity.

1.6.2 The National Government received significant assistance from the various

development partners that includes the Wortd Bank, the lnternational Monetary

Fund, the African Devetopment Bank, and the European Union.

a

a

a

9



,l

1 .6.3 The Government atso estabtished the COVID-19 Emergency Response Fund under the

Pubtic Finance Management (COVID-19 Emergency Response Fund) Regutations,

2020, to receive votuntary contributions from wett-wishers towards covering

expenses associated with the COVID-19 pandemic.

1.6.4 The key institutions invotved in the COVID-19 prevention, mitigation and response

are as fotlows:

Utilization of the COVID-19 Funds by the National Treasury and Planning

including disbursements to Ministries, Departments and Agencies

1.6.5 After the first COVID -19 case was reported in Kenya on 13 March,2020, the

Government of Kenya through The National Treasury and Ptanning negotiated with

various donors for financial support for both COVID-19 mitigation programs and

budgetary support referred to as the Economic Stimutus Programs.

lmptemented the fiscal and

monetary poticy decisions inctuding
mobitization of resources to mitigate
the pandemic and cushion the
economy from effects of the
pandemic.

1 The NationalTreasury and Ptanning

2 The Ministry of Heatth, the Referral
Hospitats and KEMSA

Received and utitized funds from the
NationaI Treasury for prevention and

mitigation of the COVID-19

pandemic.

3 The COVID-19 Emergency Response

Fund

Received monetary and non-

monetary votuntary contributions
from wett-wishers towards covering
expenses associated with the COVID-

19 pandemic

Received funding from the National
Treasury for either the GeneraI
Budget Support or the COVID-19

mitigation.

4 Other Ministries, Departments and

Agencies (MDAs)

5 County Goverments Received funds and donations from
the National Government and other
development partners for the fight
against the pandemic.

I nstitution Remarks
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