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PREFACE

Mr. Speaker Sir,

On September 18, 2013, a Petition was tabled on the floor of the House and
Committed to the Departmental Committee on Agriculture, Livestock and Co-
operatives (DCALQC).

The petitioners prayed that the National Assembly:-

a) Conducts an investigation on the role of the Kenya Sugar Board (KSB),
the National Environment Management Authority (NEMA) and the
West Kenya Sugar Company in triggering and sustaining the sugarcane
crisis in Western Kenya iy ‘

b) Conduct an investigation on the sugarcane poachirig and smuggling of
cheap imported sugar into the Country.

INTRODUCTION

The Departmental Committee on Agriculture, Livestock and Co Operatives
is established pursuant to provisions of Sfanding Order 216 (5). Under the
provisions of Standing Order 216 (5) the Committee is mandated to:-

(a) investigate, inquire into, and report on all matters relating to the

mandate, management,. activities, administra tion, operations and
estimates of the assigned Ministries and departments;

(b)study the Programme and policy objectives of the Ministries and
departments and the effectiveness of the implementation;

(c) study and review all legislation referred to jt:

(d)study, assess and analyse the relative success of the Ministries and
departments as measured by the results obtained as compared with
their stated objectives;

(e)investigate and inquire into all matters relating to the assigned
Ministries and departments as they ma y deem necessary, and as may
be referred to them by the House:
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(iv) Cooperative societies

Membership
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Mr. Speaker,

Owing to the complex nature of the sugar industry, the Committee sought an
extension of the time to enable an in-depth investigation of the state of the
industry in the Country so as to address various pertinent issues beyond the
prayers of the petitioners. As a consequence, the Committee undertook to meet
several sugar sector players including the Petitioners - \Western Development
Initiative Association (WEDIA), the Cabinet Secretary for Agriculture, Livestock
and Fisheries, the Cabinet Secretary - the National Treasury, the ilq_dq\strg-/ regulator
- Kenya Sugar Board (K$B), Mumias Sugar Company (MSC) _Nzoig“: Sugar
Company (NSC), West Kenya Sugar Factory (WKSF), Butalj Sugar. Mills (BSM),
National Environment Management Authority (NEMA), the Inspector- General of
Police, (IG) the Kenya Ports Authority (KPA), the Co\nﬂj’missigner General (CQ) of
the Kenya Revenue Authority (KRA), Kenya Bureau of- S_tand'érds (KEBS) and the
Director General (DG) of the National Intelligence Sgryic‘é'(NI-S) to accomplish the
investigations and answer prayers of the petitionersﬂasv well as other pertinent
matters in the sugar sub-sector. ’

The Committee also resolved to p_rciduée a separate report to be tabled on the
floor of this House addressing all pertinent issues that have contributed to the

state of affairs in the sugar industry in Kénya.
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transporting sugarcane for Nzoia Sugar Company was burnt and six tractors
belonging to West Kenya impounded by Nzoia Sugar Company;

(i) Kenya Sugar Board has allowed \West Kenya to operate in Western Kenya
despite the company failing to honour the licence issued to it to construct a
factory in Kimilili area of Bungoma County way back in 2008:

(J) Kenya Sugar Board gave West Kenya a two-year reprieve under
questionable circumstances even after failing to construct a factory in Kimilili

and continued harv

~ et p =
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vesting ¢ O 1armers contracted Oy Otnér ractories:

(k) In some cases, cane is Harvested by agents of West VKenya‘:Su'ga_r Factory
without the consent of the owners (Annex 1) " ;

2.2 Submissions by Mumias Sugar Company (MSC) 7 | ‘

Appearing before the Committee on 29t October, 2013 the Former Managing
Director of Mumias Sugar Company, Mr. Peter Kebati, submitted as follows;

I.  MSC was established 4Q.y,eérs agb and is the largest sugar producer in
Kenya and is currently an integréted factory with installed capacity of
270,000 MT sugar plant, 38MW Co-generation Plant, 22 million - litre
Ethanol Distillery and 15 miUion - litre Water Bottling Plant;

ii.  The Company is listed on the Nairobi Stock Exchange and there are over
145,000 shareholders including Kenyan investors and the Government of
Kenya which holds a 20% stake in the Company, pays approximately
Kshs. 2.5 billion in taxes and remits Kshs. 500,000 million to the Sugar
lDevelopment Fund (SDF) annually; B

tii.  MSC supports a population of 2 million people directly and over 5
million indirectly and the Company has a workforce of 1,896 permanent

employees and 40,000 seasonal and contracted workers;

-
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iii.

Vi,

vil.

Viil.

xi.

2.4

NSC produces sugar and supports cane production through the provision of
extension services to farmers through extensive Company Nucleus Estate
covering 3600ha;

NSC provides cane development services including supply of fertilizers and
provision of extension services to outgrower cane farmers contracted by it;

\West Kenya was poaching cane from farmers contracted by Nzoia Sugar,
Mumias Sugar and Butali Sugar factories;

There were individuals acting as cane poaching brokers based at various
points within Bungoma and Busia Counties; ' |

NSC sensitizes farmers on obligations of signed cbnj_frac’cs with them and
other millers and campaigns against cane poaching;

In 2008, NSC set an anti-poaching unit\compti_\sing,éf NSC and the Kenya
Police Officers that used to monitor cane Apo,_aching and later in 2010 an ad
hoc committee of the Board was set Up td help manage cane poaching
which was at an all time high (Annex 1)

NSC had instituted Court procgedings against West Kenya Sugar Factories
(WKSF) in 2012 on the ratter of cane poaching; and

NSC has not been able to pay ‘farmers in good time due to low sales as a
result of a depressed'sugar market;

NSC has lobbied the government not to allow cheap sugar into the Country
as it negatively affects sales, payment to farmers and other obligations.

Submissions from Butali Sugar Mills (BSM)

Appearing before the Committee on 5 November 2014, the Managing Director
for BSM submitted as follows:-

7
=
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i BSM was founded in 2010 by Sugarpower Consulting which is a
consultancy firm in engineering after securing a license 10 build a
sugar mill from Kenya Sugar Board (KSB). The firm has branches in
India, Syria, Mauritius, Kenya, Tanzania and Uganda was not aware
of any poaching of cane and no legal action had been instituted




vi.

vil.

viii.

xl.

Xii.

xiit.

Report of the Departmental Committee on Agriculture, Livestock and Co-operatives S the public petition on the Page | 1

imminent Collapse of sugar industry in western Kenya due to rampant sugarcane
sugar imports L

KSB issues licenses for importation and the role of verifying quality,
quantities and values as specified in the K5B permit rests with KEBS and KRA
before the consignments are released into the market;

That KSB issued the licence to import 10.000 MTs of sugar in 2012 10 MsSC
and it was unprocedural for the Permit to have been used by a Third Party,
Dantes Peak Ltd since the permit is non transferable;

While it was the resolution of the Ministries of Agriculture.ahd Finance to
allow millers to import sugar, there were no justifiable reasons for Mumias
Sugar Company to import the 10,000 MTs from Kenana- Sugar Company

from Sudan in 2012;

KSB was tracking some 14 containers of imported sugar that had been
traced to Nairobi, a consignment of sugar where no documents for its
rolease could be traced in KRA and KPA' yet KSB had not licensed its
importations. Each container carries 21-25 tones totalling to 301,000 metric
tonnes for the 14 containers which translates into 6020 (50kg) bags worth
of Kshs. 24 million; '

That KSB needs to be empowered with “investigatory and prosecutorial
powers independent of Kenya Police and KRA in terms of sugar imports
and transit sugar;

If there was sugar from India being traded in the Kenyan market, KSB
submitted that it had-not licensed the importation of table sugar from India
in the last five years; and

When KSB realised that there were discrepancies between the Volumes
approved sugar imports by MSC and what actually imported. KSB sought
for clarification from KRA but despite numerous attempts to follow up the
KRA did not respond (Annex Vil)

KSB has weak surveillance capacity and therefore it cannot effectively
handle the issue of sugar smuggling through our porous borders; and KSB
had been informed that Rising Star Commodities Ltd (RSCL) was
repackaging imported sugar in its go-downs in Mombasa in Mumias Sugar
Company branded bags and selling it as locally manufactured sugar.

c';and smuggling of cheap




the distance with the option of the farmer using own transport: and

ix.  West Kenya Sugar Company operated with the involvement of local
communities, the provincial and county administration and champions the
rights of farmers as regards correct tonnage, better prices, prompt payments
and efficient extension services.

2.7  Submission by the Former Managing Director MSC Dr. Evans Kider,o‘_
Appearing before the Committee on 19th May 2014, the _E&r:{}ér Managing

Director for Mumias Sugar Company made the following subm-f‘ssi"o_n_s:-' |

i. At the time of his retirement from MSC, the COrhpkahy had initiated the
process of importing 10,000MT from Kenana Sugar Factory in Sudan:

li. ~ That between the years 2006 and 2012 MSC‘é\ipoVr‘te—d sugar to Ethiopia,
Uganda, Sudan, Democratic Republic of Congo (DRC) and Rwanda and the
European Union (EU) especially Italy and Unlited Kingdom (UK);

lii.  That he did not have any documents to corroborate his submissions but that
he believed the current management should furnish the Committee with the
necessary documents available on the exports;

iv.  That during his tenure at MSC, the company was making good profits, paying
farmers in good time and even the value of its shares at the Nairobi Stock

Exchange (NSE) was reasonable

2.8  Submission by the Director General — National Environment Management
Authority (NEMA)

Appearing b‘efqr_é the Committee on 7% November, 2013, the Director General
for NEMA made the following submissions:

I. That National Environment Management Authority (NEMA), was
established under the Environmental Management and Co-ordination Act
No. 8 of 1999 (EMCA); '
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Vi,

Vii.

Viii,

The Commissioner-General said if indeed the sugar never left the country
then Mumias Sugar Company is duty bound to pay the equivalent of Value
Added Tax (VAT) exempted:

Sugar Board through 4 non-transferable Permit containing details of the
importer, tonnage, origin of sugar and other relevant details, information
which is used during clearance; '

compliance of the Murmnias Sugar Company sugar import of 10,000 MT of
2012 was detected leading to a delay in clearance:

In 2011 KRA noted increased importation of Industrial sugar from Egypt as a
result of which joint investigations were conducted that revealed most of
the said sugars were trans-shipments from Brazil. Thereafter, KRA in
consultation with KSB implemented restrictions on Industrial Sugar imports
from Egypt by imposing 10% duty as is the case with non-COMESA
imports:




Vil.

Viii.

R

fii.

Vi,

ix.

Xi.
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together in manning the borders and to ensure_that the necessary taxes and
duties are paid:

The Kenya Police escorts all the transit goods including sugar and ensure
that KRA's main interest (tax) is paid and all other laws are adhered to;

The Kenya police has managed to arrest and prosecute suspects in sugar
smuggling although often courts release the suspects, especially cases
concerning sugar through Kismayu and Kenya’s border with Somalia;

Legislation regulating the sugar industry is very weak and there is need for
strengthening it; [ s

The National Police Service does not protect _crim_ina[s and is not aware of a
ware-house in Mombasa that js protected by police where even Kenya
Sugar Board personnel denied access to the premises but promised to

investigate the matter following cor‘ﬁ_bllai'ntsr from the Principal Secretary
Department of Agriculture and report to this Committee;

The 1G acknowledged that some police Officers had lost their lives while
tackling contraband sugar. which somehow abets insecurity terrorism in the
country since all entries are not ascertained that it is Sugar;

The 1G acknowledged that the capacity in terms of resources js lacking at
our borders and that there is need to develop a policy where a particular
Officer can serve at a station for only three years per station;

Officers are regu‘!arly appraised on the required documentation for
importation of any goods in to the country, however the Service was
dealing with isolated cases of integrity among the Officers as and when they
arise; .

The Kenya Police Service had signed agreement memorandum with Kenya
Sugar Board and Kenya Revenue Authority to establish anti-smuggling unit
to deal with cases of smuggling;

The Kenya Police Service has been underfunded for a long time but there is
noted improvement in the allocation of resources to the Police Service:

sugar imports /( ]
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vii.  KEBS also lacks capacity for enforcement of standards and market
surveillance and therefore cannot cope with demands like single window
and 24 hour operations at the port of clearance or entry/exit.

2.13  Submissions by Management and Board of Directors for Mumias Sugar
Company

Appearing before the Committee on 27t May, 2014 the Board of . Dlrectors of
Mumias Sugar Company submitted as follows:

I The Board was aware that the Company exported sugar to: several
European and African countries between 2006 and 2012 and-concerns that
the sugar may not have left the country and that revenue jn the form of
VAT payable could have been lost:

ii. The Board was also aware that certain information régarding the exports
was missing from the Company’s records and promised to institute forensic
audit of all Mumias sugar exports in wew of the fact that some of the key
managers had since left the Company and would report the findings to this
Committee; :

iii. ~ The Company was in a crisis as a result of serious management short fallings
and the company was unable to meet its obligations including payment to
farmers;

iv.  The Company was on a restructuring process to address serious
managerrient bottlenecks and disciplinary measures had been taken against
some managers following the findings of the forensic audit on sugar imports
and other management shortfalls;

v.  The Board was not involved in the decision to import the consignment of
the 10,000 MT of sugar in 2012 and there was an on-going Board
investigation on the same and undertook to submit the outcome of the
investigations to the Committee within two months:

vi.  The report of the Forensic Audit by KPMG on sugar imports by the
Company could not be released to the Committee at that stage because
there were certain transaction details that had not been captured in the
report and the Board undertook to submit the report in two months when
those aspects had been addressed; and

sugar imports
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countries and in particular owners of the trucks that ferried the sugar for export
from Mumias Sugar Warehouses

The circumstances under which sugar meant for industrial use ended up being used
as table sugar and the persons involved im the repackaging of the sugar for
dornestic consumption.

A letter detailing the above was sent for action however this has not been done to
date

2.15 Submissions by the Cabinet Secretary, National Treasury

Appearing before the Committee on Friday 29t Augu“s.;c, 2014 _acco.rﬁ-panied by a
KRA official. the Cabinet Secretary made the following submissions regarding sugar
Imports by Mumias Sugar Company: e

a) The CS confirmed that the import of sugar by MSC was done by a third party.

b) In 2013, 10,000 metric tonnes of sugar was imported on behalf of MSC by a third
party, The consignment took 46 days to be cleared by KPA due to clarification
issues and attracted a penalty of 8.8 million payable to KRA and undisclosed
amount of millions to KPA.

¢) The Committee finally concluded that the permit transfer to a third party was
done unprocedurally.

d) The KRA official clarified to the members that the import license issued to MSC
cannot be used more than once as it shuts down when the system captures the
consignment name and code.

e) The CS confirmed that Mumias Sugar exports were done from 2006 to 2012 and
that there were no exports done in the year 2013.

f) The CS assured the members of his commitment to brief them on the privatization
of sugar sector and proposed for a joint meeting for the Committee on Agriculture
and Finance.(Currently the report on privatisation of sugar sector is before the
house for debate)
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(viii) All 5 Government Owned sugar factories are €armarked for Privatization
rogram. The '

* Injection of the required fresh capital.

(ix) The Parliamentary Committee on Financé; _Pl‘anﬁing— and Trade passed a

These had been caused by a numper of factors that include the fol!owr'ng among

Deteriorating soil fertility;

* low adoption of high yielding sugar cane Varieties:

Poor agronomic Practices;

Land subdivision into uneconomic sizes:

* Intermittent Moisture stresses due to drought spells;

* low quality seed cane materials;

P ————r— e S — ——
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() Cost Reduction and Increased Productivity Measures
a) Diversified product base

All new investments for setting up sugar factories must demonstrate a revenue
stream beyond sugar when applying for registration. The existing mills will be
required to provide a road map towards expanding their product base beyond
sugar within the next 5 years. This will provide a transition from the single
revenue stream which contributes heavily to the industries un-competitiveness.

b) Bulk procurement of inputs and machinery

The cost of inputs will be reduced through bulk procurem"ent‘ofhigh spend items
such as fertilizer and farm machinery (tractors); a process that has already been
put in motion. This will be implemented within the next 2 months.

c) Modernization of factory technology.

Fresh injection of capital for the poorly performing:Government owned mills was
urgent hence the recommendation for speedy exploitation of viable options that
can see Ministry fast track the stalled Privatization of the 5 Public Sector owned
sugar mills. This will contribute quite significantly to the long term revitalization of
the industry by way of injection of. much needed capital estimated at Kshs 58
billion to address the iridustry: productivity challenge which may include Public
Private Partnerships, auctions or private treaties with willing investors. This should
be done by March, 2015.

d) Diminishiné Land sizes

There is need to roll out of a land policy that introduces mandatory block farming
to preserve economical land sizes that will enable the industry benefit from
economies of scale, planned cane development/harvesting and mechanization in
the future. This should be done by December 2016

e) Payment System

The industry must shift from the payment system based on weight to one based
on quality. Remuneration that rewards efficiency and penalizes inefficiency to be
adopted by the entire industry by December 2016.The system will improve
efficiency as it will remunerate based on quality
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(iv)  Un-customed Sugar Imports
a) Ban on Sugar Auctions

It is recommended that instead of auctioning impounded un-customed sugar
imports, it should be destroyed publicly and, to avoid conflict of interest, Sugar
Millers/Manufacturers should not be allowed to import sugar from now on given
the Mumias and Chemelil experience. This should be implemented immediately.

b) Single Desk Marketing and Distribution of Sugar

Replacement of dedicated factory distribution networks with a ‘Single Desk
Marketing arrangement that will minimize costs of matketing and- unfair trade
practices particularly among the poorly performing state owned mills should be
done. This will mitigate the duplication on high individual publicity and marketing
budgets and also allow the Companies to focus on milling of sugar and related
activities such as ethanol production and manufactuﬁhg'of’"é'pecfah‘y value added
products. This should be done by 30th De_,c»e"‘mber 2014°

¢) Establishment of permanent inter-.agé'hcy surveillance and enforcement unit.
The Gazettenent of a permanr‘er_jf inter-agency surveillance and enforcement unit
on sugar trade that reports directly to the Director General of AFFA made up of

the Sugar Directorate, KEBS, PubliE'-__Health, Kenya Revenue Authority and the
Police. This should be done immediately.

sugar imports
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In practice, development of own cane by millers, commonly known as Nucleus
Estate as well as contracted farmers was a precondition for licensing of cane
millers. This precondition is no longer adhered to thereby creating the current
wrangles in the cane zones as the new millers who have been licensed before
demonstrating that they have enough cane to run their factory capacities have
encroached on contracted cane already established by existing millers.

The genesis of cane poaching is attributed to weak regulations regarding licensing
and failure to honour contractual agreements by both the millers and farmers.
Failure by some millers to pay farmers promptly led to frustrati’on’byrfarmers and
therefore prompting them to sell their contracted cane elsewhere.

3.3 Industry Challenges

Mr. Speaker, The Sugar Sector in Kenya is faced with big challenges of cheap
imports and smuggling as well as poaching of sugarcane-among sugar millers. This
is caused by the failure of the state regulatory organ Kenya Sugar Board (KSB) to
properly manage and regulate the sector. The then Sugar Act, 2001 was
operational but was not been adhered to, to the letter.

Sugar industry in Kenya thrives on impunity. Allow me to highlight some of the
challenges currently faced by the industry in general:

a. Cane poaching by nj_il}er§ who have been licensed by the then KSB to
operate without developing their own cane or outgrowers cane;

b. Low productivity at farm level/declining yields due to sail
degradation, demoralization of farmers, insufficient extension services
and inefficiencies in cane harvesting;

c. High cost of production small holder farmers do not enjoy the
" benefits of economies of scale;

d. Land Tenure System where subdivision of small holdings thrives;

e. Mismanagement of out-grower institutions where millers are forced
to take up cane development;

f. Mismanagement of government owned millers;

g. Cheap and illegal sugar imports; and

____—______________—_-———————-————-———__—__—-—_—-—-——_"—_—_
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(v) Rampant false declaration
The Committee observed that there was need to establish the origin
of sugar imported by Mshale Commodities Ltd and Stuntwave
Limited.

(vi)  lllegal points of entry :
The Committee's investigations also found out that there is an-illegal

point of entry in Shimoni area, which is being used tofacnlrtate illegal
entry of sugar with the knowledge of Customs ofﬁcers a'nd police.

(vii)  Although the KRA submitted that it dld not have sufficient capacity
and equipment to verify all incoming cargo; the. Committee after its
visit observed that there was lack of proper coordination between
KSB, KRA, KEBS and KPA in handling and verifying imports creating
loopholes for sugar bemg |mported as other commodities such as
rice and fertilizer.

(vii) The then KSB had issued MSC licence to import sugar even at a time
when there was a lot of un-harvested sugar cane in the local farms
and plenty of sugar stock in the local market.

(ix) The then KSB had been disbursing Sugar Development Levy Funds
for cane development to Millers with no cane development
schemes.

(x)- Althoﬁgh VWKSF admitted that it has no contracted farmers in the
areas it-harvests sugarcane, there was nothing illegal and illegitimate
[in their business.

(xi) = The Committee observed that NEMA had no role in the Sugar crisis
' in Western Kenya.

Report of the Departmental Committee on Agricuiture, Livestock and Co-operatives on the public petition on the Page | 37'//

imminent Collapse of sugar industry in western Kenya due to rampant sugarcane poaching and smuggling of cheap
sugar imports 3 . ¢

“--—--------



(vi) THAT, the Government should consider offering tax breaks to encourage
new investors into the sugar industry. Additionally, duty waiver for sugar
industry farm inputs and farm machinery will go a long way towards
reducing the high cost of sugar production.

(vii) THAT, the National Government in collaboration with County government
should provide mechanism for coordinated infrastructure development to
avoid duplication of responsibilities by different bodies mandated to
maintain roads. |

(viii) THAT, the National Government should implement the 'Natiorﬁal Land
Policy to mitigate further land sub-division for imp'ré)ved'pro_ductivity.

(ix)  THAT, the fertilizer subsidy should be comp[ementé_d by bulk procurement
of other farm inputs and capacity utilization whichﬁ should be done by the
Sugar Directorate. i

(x)  THAT, the then Kenya Sugar Board Directors and management by the Ethics
and Anti — Corruption Commission should be investigated with regard to
the licensing of some millers which arguably exacerbated cane poaching.
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6. Hon. Alfred K. Keter, M.P.
/7. Hon. Justice Kemei, M.P.
INATTENDANCE
Western Development Initiative Association
1. Mr. lambert Lwanga Ogochi - . Director Busia OQutgrowers Co
2. Mr. Joseph Barasa - Vice Chairman Western
Development Initiative Association
(WEDIA)
3. Venswa Okwara - Area Leader Busia Outgrowers

Kenya National Assembly

1. Mr. Oscar Namulanda = Senior Clerk Assistant
2. Mr. Eric Nyambati - Third Clerk Assistant
MIN.NO.125/2013- : PRELIMINARIES

The meeting was called to order at Forty five minutes past Nine O’clock with a
word of prayer. |

The Chairman welcomed the Committee members and reminded them of the-
importance of the petition by WEDIA. He reiterated the need to execute the petition
within the required times as per standing orders.

- MIN.NO.126/2013: - MEETING WITH WESTERN DEVELOPMENT
INITIATIVE_ASSOCIATION (WEDIA) ON THE
PETITION ON THE IMMINENT COLLAPSE OF
SUCAR INDUSTRY IN WESTERN KENYA DUF TO
RAMPANT POACHING AND SMUGGLING OF
CHEAP SUGAR IMPORTS -

The Vice Chairperson of WEDIA Mr. Joseph Barasa made the following
submissions: - : |




-

4

(k) In some cases, cane is harvested by agents of West Kenya Sugar Factory
" without the consent of the owners (See Annexture in the petition)

MIN.NO.127/2013: - ANY OTHER BUSINESS

There being no any other business, the meeting adjourned at.12.15pm
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6. Hon. Alfred k. Keter, M.P.
/. Hon. Ayub Savula Angatia, M.p.
8. Hon. Zuleikha Hassan, M_p

!NATTENDANCE
—— ENDANCE
Sugar Millers
L. M. Peter Kebati - CEO Mumias Sugar
2. Mr. Wesley Koech - Director Agriculture - Msc
3. Ms: Emily Otieno Legal Director : MSC
4. Mr. Pau] Murgor - Commercial Director - Msc
5. Mr. Joseph Baraca - WEDIA
6. Mr. Raymond Olendo . West Kenya Sugar
7. Ms. Wairimy Gachuhi . West Kenya Sugar
Kenya Nationa] Assemb]
. Mr. Oscar Namulanda . Senior Clerk Assistant.
2. Mr. Eric Nyambati - Third Clerk Assistant
MIN.NO.MB/ZOB: T PRELIMINARIES
—NU.143/2013: TRELMINARIES

MIN.NO.T44/2013: - MEETING WITH MUMIAS SUGAR COMPANY
——L . 194/2013: _ :
ON THEF PETITION ON THE IMMINENT
C .



industry is headed for collapse as rightfully observed by the Petitioners.
There is urgent need to restore sanity and the rule of law in the industry.

On who might be the suspected Smugglers of Sugar Mr. Kebali informed the
' Committee that: - |

« Mumias Sugar Company (MSC) does not have any specific knowledge of
the smugglers of sugar. This information would with Kenya Revenue
Authority (KRA) and Kenya Sugar Board (KSB) who play surveillance role as
far as licensing and monitoring of sugar importation is concerned.

Asked about the effects of cane poaching, smuggling and cheap imports on M5C
and the Sugar industry at large the MD outlined as follows: -

Effects to MSC

i, Loss of invested in cane development

i lack of adequate supply of raw material

iii.  ldle factory capacity : .

iv. Inability to meet some covenants e.g. supply of electricity to the national
grid due to lack of sufficient raw materials

v. Poor returns to investor who mainly the wider public in the financial year
ending 2013, Mumias Sugar Company a total of 150,000 tons of cane 1o
cane poaching. - '

Total cane lost 150,000 tons
Total Sugar lost 15,000 tons
Sugar income lost ' Kshs. 1,260,000,000.00

Government Revenue lost Kshs. 215,000,000.00

vi. Declining margins due to reduced prices
vii. - Counterfeit goods/ look-alike to our brands
viii.  Unfair competition from ‘n-house brands packaged by importers
ix. Loa cane prices as the formula for payment is based on the prevailing sugar
prices

Effects to the Sugar Industry -

i An unsteady and uncompetitive sector
i Inability to meet Kenyan sugar demand in a coordinated manner



b) Sugar sector is messed up with irregularities given that no regulations have

been gazette by the Ministry of Agriculture since the enactment of the Sugar’

Act in 2001. - :

West Kenya Sugar Factory (WKSF) has disregarded contracts signed between
Mumias Sugar Company and the farmers

Murmias Sugar Company pays over Kshs. 500 million to Kenya Sugar Board
(KSB) for sugar development programmes vet it receives less than Kshs. 200
million in return from KSB disbursements

e) There is need to have a master plan in the industry to help map out land,
farmers and designated areas : ‘

f) West Kenya Sugar Factory is able to pay more to farmers because it has not
invested in cane development yet it has received over Kshs. 350 million for
sugar development thus causing conflict and confusion among farmers in
the industry

MIN.NO.145/2013: - ANY OTHER BUSINESS

There being no any other business, the meeting adjourned at 12.55pm
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- Mr. Tejveer §. Raj - West Kenya Sugar Company (WKS)

2
3. Mr. Raymond Olendo ™ . WKS
4. Mr. Kibe Mungaj - WKS
3. Ms..\l(/airfmu Gachuhi - W/KS
6. Ms. Njeri Ngunju - WKS
7. Mr. Danjel Kiyondi - Butali Sugar Mills (BSM)
8. Mr. Jayantilal Pate| - BSM
9. Mr. Miller . Bwire - BSM :
10. Mr. Saul s, Wasilwa - Nzoia Sugar Company (NSO
11, Mr. Godfrey §. Wanyonyi - NSC :
12. Mr. Mcklins Wasike ’ NSC
13. Ms. Rita Mukhangy - NSC
Kenya Nationaj Assembiy
.. Mr. Oscar Namulanda - Senior Clerk Assistant
2. Mr. Abdullahi Aden : - First Clerk Assistant
MIN.NO.I49/2OB: ‘ - PRELIMINARIES

MIN.NO.TSOQOB: - MEETING WITH WEST KENYA SUGAR
: ' COMPANY;W_KSCO} '

transporters.

Cane Poaching

The Chairpman Wes’r Kenya Sugar Company, informed the Committee that;

*  Article 40 of the Constitution ‘and the Sugar Act 2001, the farmer is the owner of the
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-INATTENDANCE

“Kenya Revenue Authority

1. Mr. John K. Njiraini

Commissioner General -

2. Ms. Beatrice Mumo - Commissioner of Customs
3. Ms. Pamela Ahago - Chief Manager Customs

Kénya National Assembly

1. Mr. Oscar Namulanda ' = Senior Clerk Assistant
2. Mr. Rodgers Kilungya - Hansard Reporter

MIN.NO.064/2014:

PRELIMINARIES

The meeting was called to order at Fifty minutes past Ten O’clock with a word of

prayer.

The Vice Chairman welcomed the Members who turned up despite their busy
schedules during the short recess. He welcome the witnesses for the introductions.

MIN.NO.065/2014: - SUBMISSIONS BY THE COMMISSIONER-

GENERAL KENYA REVENUE AUTHORITY

The Commissioner-General of KRA made the following submissions:

iii.

KRA was established by an Act of Parliament, Chapter 469 of the Laws of
Kenya, which became effective on 1% July 1995. was aware of the presence
of contraband sugar in the country, which had seriously affected the local

industry;

KRA was aware Mumias Sugar Company imported 10,000 MT of sugar in

2012 through a third party called Dantes Peak Limited and that Mumias
paid all the duty for the consignment which was cleared in 2013;

The Commissioner-General admitted that KRA did not have the capacity to

- verify all containers of commodities imported but does random

verification and scanning of the Cargo before release;

The Commissioner-General was aware Mumias Sugar Company exported
sugar to various countries between 2006 and 2012 but was not in a

2

v‘iiln —

S



"KRA has made several sugar seizures leading to several court cases, one in point
~that of Matt International who have since challenged KRA's decision to impose
- 10% duty on industrial sugar imported from Egypt (the matter is sti]l pending in
* Court).

MIN.N0.0GG/ZOM: - ANY OTHER BUSINESS

There being no other business, the Chairman adjourned the meeting at 1:25pm.
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Kenya National Assembly

I. Mr. Oscar Namulanda - Senior Clerk Assistant
2. Tracy Chebet Emily Koskei . -- Clerk Assistant 1|

3. Ahmad Adan Guliye - Clerk Assisant 11

4. Mr. Rodgers Kilungya - Hansard Reporter
MIN.N0.090/2OT4: - PRELIMINARIES

The meeting was called to order at Forty minutes past Two O’clock wnrh a word
of prayer.

The Chairman welcomed the Members and asked them to focus on the
investigations before the Committee so as to conclude the report. He reminded
Members that the witness appearing was a key witness in the investigations.

The Chairman made introductions for Members and the witness.

MIN.NO.091/2014: - SUBMISSIONS BY THE FORMER MANAGING
DIRECTOR — MUMIAS SUGAR COMPANY, DR.
EVANS KIDERO.

The Former Managing Director for Mumias Sugar Company DR: Evans Kidero

m

ade the following submissions:-

At the time of his retirement from MSC, the Company had initiated the
process of imporﬁng 10,000MT from Kenana Sugar Factory in Sudan;

li.  That between the years 2006 and 2012 MSC exported sugar to Ethiopia,

i

Uganda, Sudan, Democratic Republic of Congo (DRC) and Rwanda "and the
EU especially Italy and United Kingdom:

That he did not have any documents to corroborate his submissions but that
he believed the current management should furnish the Commlﬁee with the
necessary documents available on the exports:

That during his tenure at MSC, the company was making good profits, paying
' 2
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MIN.NO.084/2014: - PRELIMINARIES

cRLUyY

‘The meeting was called to order at Thirty minutes . past two O'clock with a word of

prayer.

The Chairman :nformed the committee of rescheduling of the appearance of Governor
Dr. Evan Kidero and Major General Michael Gichangi. The commifiee emphasized the
importance of summons and it was directed that once letters had been dispatched the
Clerk office would follow up with telephone calls to ensure that the summoned
individuals were duly informed and the clerk office was asked to notify the committee of

any changes two days prior to the scheduled meeting.

The chairman also shared an agreement between Kenya Cooperative Coffee Exporters
Ltd and The Commercial Coffee and Marketing Agents Association which the commitiee
had requested the Cabinet Secretary Agriculture to share.

M’lN.N0.085/2014: - SUBMISSION BY KENYA BUREAU OF
STANDARDS (KEBS

Appearing before the Committee on 14t May, 2014 the Managing Director for
Kenya Bureau of standards submitted as follow: -

i. Kenya Bureau of Standards (KEBS) was established in July 1974 under CAP
496 of the laws of Kenya. It offers several services including Standards
development and harmonization, Testing, Measurement (Calibration),
Enforcement of standards, Product inspection, Education and training in
¢tandardization, Metrology and Conformity Assessment, Management
Systemns Certification and Product Certification; :

. KEBS analyses sugar imports coming into the country on request and
notification of arrival of the same by Kenya Ports Authority and Kenya

Revenue Authority;

iii. Since 2012, ‘seven consignments of sugar had been _recommended- for
destruction by KEBS and other government agencies for non-conformance
to quality specifications and KEBs is among the state agencies charged with
destruction of goods that do not conform to the standard s;

iv. KEBwasaware of the impounding of a consignment of sugar that had been
imported by Murnias Sugar Comparny although the IDF was reading Dantes

Peak Limited;







15.Hon. Zuleikha'hassan, M.P
16.Hon. Hezron Awiti Bollo, M.P

INATTENDANCE:

AL TENDANCE:

Mumias Sugar Company Limited

1. Mr. Coutts Ottolo " g Ag. Managing Director

2. Mr. John Imbogo - Ag. Finance Director

3. Ms.-Emily Otieno - Company Secretary

4. Mr. Peter Honou - Commercjal

5. Mr. Stephen Olieks - HR

6. Ms. Diana Barasa - Legal Officer

/. Ms. Pamella Lutta - - Marketing & Cooperati\fe Affairs
8. Mr. Eric Khalumj - Finance Management

9. Ms. Godfrey Ouma - Treasury Manager

10.Mr. Kidzugane James - Accountant Agriculture Services
1. Ms. Margaret Makhungu - ICT Director .

12.Mr. Wesley Koech - Director of Agriculture.

Kenya National Assemnbly

1. Tracy Chebet Emily Koskei - Clerk Assistant ||

2. Ahmad Adan Guliye - Clerk Assistant ||

3. Mr. Rodgers Kilungya - Hansard Reporter

MIN 093/2014- PRELIMINARIES

The meeting was called to order by the chairman at Fifty minutes past .

Two O'clock with a word of prayer by Hon. Benjamin Washiali, MPp
followed by introduction by the members and witnesses.

Tth members affirmed their commitm_ent to the committee and their
willingness to undertake their roles diligently.




payments for sugarcane by MSC to poach cane from its contracted

farmers.

MIN 095/2014: ANY OTHER BUSINESS

‘The members realised that for them to adopt a report, they would need a
majority of the cornmittee members present of which was not the case.

The members uhanimously agreed to raise the necessary numbers

tomorrow and adopt the report in Knick of time~"
-
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Mr. Coutts Otolo - MD - Mumias Sugar Company Ltd.
. Mr. John Imbogo - - Finance Director

Mr. Eric Khalumi - Finance accountant
. Mr. Julius Mamati - Supervisor

Ms. Amuhay Diana - Legal Officer .

Mr. Godfrey Ouma - Technical Manager

Mr. Wesley Koech - Director, ICT

Ms. Pamella Lutta - Commercial Director

Kenya National Assembly
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3. Mr. Rodgers Kilungya - Hansard Reporter

Ms. Tracy Chebet Emily Koskei Clerk Assistant Il
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