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Following the enactment of the Crops Act, 2013 the Ministry of Agriculture,
Livestock, and Fisheries & Irrigation has now prepared the Crops (Coffee)
(General) Regulation, 2019 for the Coffee sub-sector. The said regulations have
gone through the requisite statutory processes and been gazetted through the
office of the Attorney General.

In line with the provisions of the Statutory Instruments Act, please find attached
the said regulations together with the requisite statutory documents for
consideration by the National Assembly Committee on Delegated Legislation.

,/a»)/r he Crops (Coffee) (General) Regulations, 2019.

b) Explanatory Memorandum and a report of stakeholder comments and
submissions.

¢) Regulatory Impact Statement.



d) A copy of the Notification of the preparation of Regulatory Impact »
Statement for the Crops (Coffee) (General) Regulations in the Kenya
Gazette.

e) The certificate indicating compliance with provisions of the Statutory
Instruments Act.
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EXPLANATORY MEMORANDUM TO THE CROPS (COFFEE) (GENERAL) REGULATIONS,

2019

PART I

Name of the Statutory Instrument

The Crops (Coffee) (General) Regulations, 2019

Name of the Parent Act:

The Crops Act, 2013

Enacted Pursuant to

Section 40 Crops Act No 16 of 2013

Name of Ministry

Agriculture, Livestock, Fisheries and Irrigation

Department State Department of Crops Development
Agency Agriculture and Food Authority (Coffee Directorate)
Gazetted on 1t July, 2019
Tabled on 2019
PART 11

1.The Purpose of the Crops (Coffee) (General) Regulations, 2019
The object and purpose of the Regulations i1s to give effect to section 40 of the Crops Act, 2013,
provide for licences to be issued by the licensing authorities, the obligations of licence holders and
service providers and the protection and regulation of their interests along the coffee value chain;,
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the recognition of the grower of coffee as the owner of coffee until the coffee is sold and paid for,
and the protection of growers’ rights along the value chain.

The Regulations also provide for a transparent and timely clearing and settlement of coffee proceeds
to the growers and service providers, the collection and maintenance of data related to coffee, the
improvement of coffee standards, increased production, and the regulation of the coffee industry in
Kenya.

2.Legislative Context

The Crops Act, 2013 empowers the Cabinet Secretary responsible for matters related to agriculture
to make regulations necessary or convenient for carrying out or giving effect to the Act. The Crops
(Coffee) (General) Regulations, 2019 are therefore issued to give effect to the provisions of the Act.

3.Policy Background

The Kenyan Government has always taken cognizance of the strategic role the coffee industry plays
towards economic empowerment of the people. Currently the coffee industry contributes about
KShs.20 billion to the national economy and it is grown by over 700,000 smallholder farmers and
about 3,200 estates spread across 31 counties. However, in the last two decades the industry has
encountered a number of challenges which have eroded its economic importance the national
economy and loss of job opportunities. Some of the challenges in the subsector include; high cost
of production, obsolete coffee processing technology, fluctuating coffee prices, aging coffee
community, low farmer’s earnings from coffee despite its premium quality, delayed coffee payments,
mismanagement and inefficiencies in cooperatives, restrictive coffee laws among others. The
challenges have resulted to a decline in land under coffee and production to about 40,000 tons
compared the highest production of 128,926 tons in 1988/89.

In light of these challenges and given the economic, social and political importance of coffee in the
national economy, His Excellency the President, Uhuru Kenyatta, appointed the National Task Force
on Coffee Sub-Sector Reforms on 4" March 2016. The mandate of the Task Force was to review
the entire coffee value chain and identify areas requiring interventions such as production,
processing and marketing of coffee; examine the existing policy, institutional, legislative and
administrative structures and systems in the coffee industry; and recommend comprehensive
reforms among other key issues. The Taskforce submitted its report to the President on 10" June,
2016.

One of the key recommendations of the National Task Force Report was to undertake review of the
existing coffee industry legislation and align them to the Crops Act, 2013 and the Constitution 2010.
In line with this recommendation the Cabinet Secretary for Agriculture published the Coffee
(General) Regulations, 2016 as Legal Notice No. 120 in Kenya Gazette Supplement No. 105 dated
27t June 2016. These Regulations were challenged in court and subsequently a High Court
judgment was delivered in Nairobi dated 28" July, 2017. The Judgment, among others, declared
the said rules as unlawful mainly due to lack of adequate public participation and consultations, and
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further ordered the Cabinet Secretary Ministry of Agriculture to ensure that lawful regulations were
promulgated speedily.

Pursuant to this judgment, the Coffee General Regulations of 2016 were revised after extensive
consultations with farmers and other key stakeholders, culmmating with the Coffee General Rules,
2019.

The promulgation of the Regulations will be critical to the regulation and revival of the coffee
industry resulting in stability and great benefit to coffee farmers, service providers and other key
stakeholders along the coffee value chain. Due to its widespread nature, the revived coffee industry
will contribute higher incomes to farmers, offer employment to youth, and contribute towards agro-
processing and trade. All these contributions will go a long way towards the achievement of the
Jubilee Government’s Big Four agenda and the agriculture sector development strategy.

Before the enactment of the Crops Act, 2013, the coffee sector was reguiated by the now repealed
Coffee Act. The regulations that are currently in force were formulated under the repealed Coffee
Act. There is need to align these existing regulations to the Crops Act, 2013 and also the Constitution
which devolved agriculture to county governments. Further, the current Regulations have exceeded
the time limit set by section 21 of the Statutory Instruments Act which provides that a statutory
instrument stands automatically revoked after ten years of its commencement. The regulations
currently in use were enacted in 2002. Notably, section 42 (2) of the Crops Act provides that
subsidiary legislation issued under the repealed law such as the Coffee Act would only continue to
be in force up to 30" June 2013. There is therefore a lacuna in law in the coffee subsector.

4. Consultations Outcome

The Crops (Coffee) (General) Regulations, 2019 have taken into account the views of the key
personnel at the Ministry of Agriculture, Livestock, Fishenes and Irrigation most significantly the
Coffee Directorate under Agriculture and Food Authority, the Ministry of Industrialization, Trade and
Co-operatives, the National Treasury and Planning, coffee co-operative societies and unions, coffee
farmers, coffee millers and marketers, the Capital Markets Authority, the Attorney General and the
Nairobi Coffee Exchange.

Extensive consultations were held with other key stakeholders in the coffee industry. Twenty five
public meetings/workshops were held between October 2017 and November 2018 spread across
the various counties. They involved the participation of farmers (both small scale and large scale),
Co-operative society and Union officials, various service providers, millers and marketing agents and
traders, researchers and national government officials, Governors, County Executive Members in
charge of Agriculture, Cooperatives and Trade, and other county government officials. Consultations
were also held with members of parliament from coffee growing areas and the Senate Committee
on Agriculture, the National Assembly Committee on Delegated Legislation, the Senate Committee
on Delegated Legistation, banks and other public institutions. Written memoranda were also



received from various stakeholders. A report detailing the list, venue, dates and details of the
consultations is annexed to this memorandum.

The views received from the consultations were considered in preparing the final version of the
Regulations. The analysis of the views and opinions expressed during the consultations indicated
that about 85% of the proposals contained in these Regulations mainly in regard to coffee
production, processing, quality assurance, licensing were agreeable to most stakeholders. For the
remaining set of regulations which were contested, a phased approach has been adopted to ensure
these regulations are implemented in a period of one year to give affected stakeholders time to
adjust and to ensure there will be no disruptions in the sub-sector.

The stakeholder consultation process was spearheaded by the Coffee Sector Implementation
Committee (CSIC).

5. Guidance

The Ministry of Agriculture, Livestock, Fisheries and Irrigation most significantly the Coffee
Directorate, the management of the Nairobi Coffee Exchange, and county governments will sensitize
their officers for adherence to the objectives of accountability and efficiency in the management of
the coffee sub sector. The National government will offer capacity building and technical assistance
to county governments where requested. Both levels of government shall consult and cooperate in
the development, promotion and requlation of the coffee industry.

The Coffee Directorate and county governments together with other stakeholders in the industry
will organize and roll out a farmer/public awareness and information campaign to educate the coffee
farmers on the new regulations and the changes that will occur.

The Ministry will also engage key stakeholders such as Parliament, the National Treasury and
Planning, the Capital Markets Authority and the Ministry of Industrialization, Trade and Co-
operatives whose participation and cooperation remains instrumental in the successful
implementation of the key aspects of these Regulations.

6. Impact Assessment
An impact assessment was undertaken by Tegemeo Institute of Agricultural Policy and Development
of Egerton University and the outcome of the assessment is outlined below.

6.1 The impact on Fundamental Rights and Freedoms



The Regulations are pro-growers and in particular they emphasize the property rights and freedoms
of coffee farmers to their property. The Regulations clearly state that coffee belongs to the farmers
until it is sold and paid for, and the farmers as the property owners, have a right to choose whom
to do business with. This is a fundamental shift to align the Regulations with Article 40 and 43 of
the Constitution. These Regulations also address the fundamental rights of farmers to just and
timely pay-outs for their coffee and the management of farmer institutions such as cooperatives.
However, in order to enjoy economies of scale and joint processing and marketing, small scale
farmers are forced to be members of coffee cooperatives in their locality. This may subject them to
exploitation especially when such co-operatives are inefficient. This may lead to violations of their
rights and freedoms, but the Regulations have provided an option of such farmers to consider
forming and being licenced as alternative associations. The full regulatory impacts to these
Regulations are elaborated in the attached regulatory impact report.

6.2 The impact on the Private Sector

Coffee production, processing and marketing are essentially private sector business. The
Regulations clearly recognize and promote this principal. The implementation and enforcement of
the Regulations will lead to a more vibrant coffee subsector from production to consumption. This
will generate many positive benefits to the coffee farmers, service providers and other private sector
players. The envisaged positive impacts such as higher incomes, business growth, value addition
and employment are elaborated in the impact report attached to this memorandum.

6.3 The impact on the public sector

The Regulations will ensure that there is better regulation in the sub-sector and this will create the
necessary stability which is an impetus for investments, growth, job creation, social order and
security. Furthermore, the delineation of roles and functions between the National and County
governments will align the sub-sector to the constitutional requirements while promoting service
delivery. Growth in the sub-sector will also enhance public revenue from licences, fees and taxes
thereby contributing towards the growth and development. Nevertheless, for the growth in the
subsector to be fully realized, the public sector will be required to offer support to the industry in
form of inputs, extension, training and capacity building. This will require allocation of more
budgetary resources especially in the period immediately after the approval of these Regulations.

7.Review of the Regulations

The Ministry of Agriculture, Livestock and Fisheries shall monitor the application and compliance to
the Crops (Coffee) (General) Regulations, 2019. This will be done through the reports and of returns
prepared at regular intervals. In addition, the implementers of the Regulations will carry out regular



monitoring and evaluation of the specific provisions of these Regulations with the aim of initiating
any legislative amendments as may be necessary on an annual basis.

8. Contact Person
The contact person at the Ministry of Agriculture, Livestock and Fisheries is the Cabinet Secretary,
Mr. Kiunjuri, or Ms. Isabella Nkonge, Interim Director General of the Coffee Directorate.

REPORT ON COFFEE STAKEHOLDERS CONSULTATIVE MEETINGS ON THE PROPOSED
COFFEE REGULATIONS.

EXECUTIVE SUMMARY

One of the recommendations of the National Task Force Report on Coffee Reforms was to
undertake a review of the existing coffee industry Regulations and align them to the
devolved agriculture sector, the Crops Act, 2013 and the Constitution 2010. The Coffee
(General) Regulations, 2016 were published as Legal Notice No. 120 in Kenya Gazette Supplement
No. 105 dated 27th June 2016. These Regulations were challenged in court and subsequently a
High Court judgment was made in Nairobi dated 28th July, 2017. The Judgment, among others,
declared the said rules as unlawful mainly due to lack of adequate public participation and

consultations.

It is noted that, prior to this ruling the National Taskforce on Coffee Reforms had consulted with
the following public institutions, namely; Agriculture and Food Authority, Nairobi Coffee Exchange,
Commodity Fund, Export Processing Zone, Capital Markets Authority, Kenya Roads Board, Coffee
Research Institute, cooperative societies and unions together with their leaders and farmer
members. The Task Force had also received forty seven (47) memoranda from thirty one (31) coffee
growing counties, who included the coffee cooperative societies, companies, individuals and public

institutions.

After the ruling, and in line with the Statutory Instruments Act of 2013, the Coffee
Subsector Implementation Committee engaged the experts and coffee stakeholders
through extensive consultations to review and improve the proposed Coffee General
Regulations, 2016. Expert advice on addressing issues raised in the court ruling was

sought from the Attorney General Office, The National Treasury, Parliament, State
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Departments of Agriculture and Cooperatives, State Corporations, County Governments, Tegemeo
Institute of Agriculture Policy, Nairobi Coffee Exchange (NCE), East Africa Tea Trades Association
(EATTA), Boresha Initiative, Ethiopian Coffee Authority, the International Coffee Organization{(ICQ)

and individuals where need arose.

The committee wrote in advance to the County Governments with requests to invite and facilitate
stakeholders to attend the consultative meetings at centralized venues. The stakeholders who were
not able to attend were given a second charge at a venue of their choice. Additionally, the committee
sent invitattons through the State Departments of Cooperatives and Agriculture, websites, emails,
radio announcements, media interviews, and press releases encouraging those with interest to

attend meetings or submit reports and memoranda.

During the consultative meetings, the stakehoiders were taken through the draft Coffee
General Regulations and the Exchange Rules and were given adequate time to present
their views and discuss the draft at the venues and dates indicated in this report. The
stakeholders included; farmers, county and national government officials, societies,
unions, traders and lobby groups. A total of twenty five (25) consultative meetings were held in

which 2,157 participants from the 31 coffee growing regions attended.

Cconsultations were also held with the Senate Standing Committee on Agriculture, Livestock,
Fisheries and Irrigation, members of Senate and of the National Assembly (MPs) from coffee growing
regions, and the Committees on Delegated Legislation of the National Assembly and the Senate.
The feedback from the consultative meetings, memoranda, review of reports on benchmarking and
press releases were considered in compiling this report and the key issues requiring further
interrogation were discussed during the committee meetings and incorporated while drafting the
regulations. This report provides an overview of the issues discussed during the consultative
meetings towards fulfilling the High Court judgment on The Coffee (General) Regulations, 2016 in
Nairobi dated 28th July, 2017.

1.0 Introduction
The Coffee Sub-sector was once a steady and reliable source of livelihood for Kenyans and enjoyed

prominence due to its premium quality yet the industry is currently bedeviled by a lot of challenges.
Following the unprecedented challenges, the President appointed a National Taskforce on Coffee

Subsector Reforms vide Gazette Notice 1332 of 4th March 2016 to review the entire coffee value
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.chain and identify required interventions. The Taskforce on completion of its mandate presented a
comprehensive report with detailed recommendations on interventions needed to transform the

‘coffee subsector to a vibrant industry.

The President on 30" September 2016 appointed the Coffee Sector Implementation Committee
(CSIC) through the Gazette Notice No. 7745 to coordinate the implementation of coffee the reforms
recommended in the Report which were grouped under 8 key pillars namely: Coffee Legal Reforms,
Coffee Subsidy Program, Establishment of Coffee Cherry Advance Payment System, Modernization
of Nairobi Coffee Exchange (NCE), Youth Involvement in Coffee Sub-sector and Promotion of Local
Coffee Consumption, Institutional Support, Marketing of Kenyan coffee and Coffee Audit of Debts

and Debt Waivers.

2.0 The Coffee (General) Regulations, 2016
a) Soon after the gazettement of The Coffee (General) Regulations, 2016 published as Legal
Notice No. 120 in Kenya Gazette Supplement No. 105 dated 27th June 2016, three parties
of the coffee stakeholders challenged the Regulations in court. The judgment was
on two consolidated judicial review applications where the applicants were, the Council of
County Governors and Mr. Harrison Munyi in his capacity as the chairman of New National
Farmers’ Association who had moved to court seeking:

b) ) An order of Prohibition directed against the 1st and 2nd Respondents, prohibiting them and
their agents, employees and servants from implementing The Coffee (General)
Regulations, 2016 published as Legal Notice No. 120 in Kenya Gazette Supplement No. 105
dated 27th June 2016

c) An order of Certiorari to remove and bring to this honorable Court for purpose of quashing
and to quash The Coffee (General) Regulations, 2016 published as Legal Notice No. 120 in
Kenya Gazette Supplement No. 105 dated 27th June 2016.

d) An order of Certiorari to quash the report of National Task Force on Coffee Sub-Sector
Reforms contained in Kenya Gazette Notice supplement Notice No. 105, legislative
supplement No. 49, legal notice No. 120 Gazetted on 27th April 2016.

d) An order of Prohibition to prohibit the 1st, 2nd and 3rd Respondents implementing a report
of National Task Force on Coffee Sub-Sector Reforms, contained in Kenya Gazette Supplement
Notice No. 105, Legislative Supplement No. 49, and Legal Notice No. 120. Gazetted on 27th
April 2016 till the Applicant’s application herein is heard and determined.

In the High Court judgment in Nairobi dated 28th July, 2017, Justice G .V. Odunga having considered
the applications made the following orders:

a) A declaration that 7he Coffee (General) Regulations, 2016 published as Legal Notice No. 120
in Kenya Gazette Supplement No. 105 dated 27th June 2016 are unlawful.

b) An order compelling the 1st Respondent to ensure that lawful regulations are promulgated
within 30 days of the first sitting of the next Parliament.

c) In default of compliance, an order of Prohibition shall be issued directed against the 1st and
2"d Respondents, prohibiting them and their agents, employees and servants from
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implementing The Coffee (General) Regulations, 2016 published as Legal Notice No. 120 in-
Kenya Gazette Supplement No. 105 dated 27th June 2016.

d) In further default, an order of Certioran shall 1ssue removing into this Court for purpose of
quashing and quashing The Coffee (General) Regulations, 2016 published as Legal Notice
No.120 in Kenya Gazette Supplement No. 105 dated 27th June 2016.

e) Additionally, and in default an order of Certiorari shall issue to guash the report of National
Task Force on Coffee Sub-Sector Reforms contained in Kenya Gazette Notice supplement
Notice No. 105, legislative supplement No. 49, legal notice No. 120 Gazetted on 27th June
2016.

f) Similarly, in default an order of Prohibition to prohibit the 1st, 2nd and 3rd Respondents
implementing a report of National Task Force on Coffee Sub-Sector Reforms, contained in
Kenya Gazette Supplement Notice No. 105, Legislative Supplement No. 49, and Legal Notice
No. 120. Gazetted on 27th June 2016.

g) As this was public interest litigation, there will be no order as to costs.

In pursuant of this judgment, the Coffee Subsector Implementation Committee started
stakeholders’ consultations who included experts and diverse groups of stakeholders and
individuals in the coffee industry. The consultations took cognizance of the specific areas
of concern that were raised in court by the ex-parte applicants, and in particular, the
county governments, coffee growers’ associations’ organizations and any other issues that
arose from the consultations. The consultations involved office discussions, visits, and
plenary meetings.

The Committee also received written memoranda sent or delivered in hard copies, press
releases and from the electronic media. The inputs from the stakeholders were
incorporated in the Regulations, and the revised Regulations availed in hard copies or
emailed to the respective stakeholders for further input or comments through Agriculture
and Food Authority and Ministry of Agriculture and Irrigation websites.

The Committee conducted stakeholder’s consultation meetings from 239 QOctober 2017 in
twenty five (25} venues selected on the basis of centrality, population of stakeholders and
area under coffee to discuss issues noted that required consensus. The issues raised were
considered when making amendments to the Coffee (General) Regulations, 2016 and to the
Nairobi Coffee Exchange Rules 2012. Both pieces of legislation regulate the coffee sub sector
and proposals for amendments of both were therefore handled together. A total of 2,157
attended the consultations who included; farmers, society committee members, coffee
unions, estates, associations, traders, county and national government officials, service
providers and other commodity officials and associations.

The Committee consulted the East African Tea Traders Association (EATTA) based in Mombasa
twice to get clarity on how the Nairobi Coffee Exchange can be modernized using the EATTA Auction
model, initiating Direct Settlement System (DSS) and incorporation of the exchange to be a body
corporate. Additionally, the Committee consulted Tea Brokers East Africa, Stanbic Bank and Equity
Bank who provide brokerage and DSS services to the tea industry. In its second visit to EATTA, the
Committee was in the company of two stakeholders in the coffee sub sector, namely Nairobi Coffee
Exchange (NCE) and the Kenya Coffee Producers Association to help them gain better understanding
of the direct settlement system for the tea industry and its application in the coffee sub sector.
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Additionally, the Committee consulted Members of Parliament from coffee growing areas to give
their views of the Coffee General Regulations and the Nairobi Coffee Exchange Rules, Parliament
Secretariat and Committee on Delegated Legislation on the requirements to legislate the Regulations
and Rules. Below is a summary of issues noted, recommendations and comments.

3.0 Consultation with Government Ministries, Institutions and Private Sector
The committee sourced advice from the following sources that enriched knowledge on
drafting The Coffee (General) Regulations, 2016 and the Exchange Rules.

| NO | Name of institutions B Issue Consulted on

1, State  Department of  Agriculture | Crops Act 2013 in relation to Coffee (General)

| /Agriculture and Food Authority | | Regulations.

2 Attorney General Legal opinion on interpretation and response to

- issues raised in the court cases.
c Parliament Secretariat for Committee on | Legislation requirements on fulfillment on court
Delegated Legislation - directive on stakeholders’ participation.
4, Members of Parliament from coffee | National and county governments role in
growing counties promoting coffee productivity and the proposed
regulations

L State Department of Cooperatives Cooperatives Act, Regulations and Coffee
Cooperatives Development, issues relating to
coffee production, processing, marketing, value
addition and corporate governance.

6. | The National Treasury Funding of coffee subsidy and establishment of
stabilization fund. Incorporation of the Coffee

- |Exchange

. Council of Governors Devolved functions of county governments and
collaborations in revitalizing the coffee sector.

8. Tegemeo Institute of Agriculture Policy | Impact assessment on Coffee General
Regulations.

9, County governments Role of national and counties governments on
devolved functions related to coffee and
corroboration between the two levels of
government

10. KALRO - Coffee Research Institute Revitalization of the industry increase coffee
production and quality.

11. | Capital Markets Authority Exchange Rules, Operations of exchange and
Direct Settlement System, licensing of players

12. | Nairobi Coffee Exchange Coffee  (General) Regulations, Exchange
Regulations
upgrading, modernization of Coffee Exchange
and coffee marketing

13. East Africa Tea Traders Association Experience on the Tea industry model on Direct
Settlement System
Operationalization of DSS and its ecosystem

14. | Kenya Tea Development Agency Small farmers aggregation under the DSS
Digitization of the data capture and
management, information dissemination
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15. | ICT Authority Data management through dlgltlzatlon of coffee
cooperative societies to enhance efficiency and
| S | transparency. S
16. Ethlopian coffee mdustry Regulatory framework, cash payment system,
modernization of the commodity exchange,
warehousing system and the best practices in
| - coffee trade. B N
17. | International Coffee Organization International  marketing, standards and
regulations governing coffee trade and
] | sustainability. |
18. | Boresha Initiative Advocacy and lobbying for farmers interests
19. | Senate Standing Committee  on | The proposed Coffee General Regulatlons and
Agriculture Exchange Rules. I
20. | Parliament Committees on Delegated | Procedures to Ieg|slate coffee regulatlons as
Legislation stipulated in Statutory Instruments Act
21 Stalwart Management Consultancy Ltd | Kenya Commodity Exchange Feasibility
Study.
22 Nairobi Coffee Exchange Management | Operationalization of the Exchange
Committee Regulations and the DSS, and licensing by
1 | e
23 Kenya Coffee Producers Association Security of coffee, DSS operations and
- [Ifarmer representation -
24 Council of Governors Shared functions, Ilcensmg and corporatlon
_ in implementation of the Regulations
25 Inter-Governmental Relations Technical | Resolution of the disputes between the two
Committee and Ministry Of Devolution | |evels of government on licensing and other
functions.

4.0 Stakeholders Consulted, Venues and Dates

The following stakeholders who included farmers,

county and national government

officials, societies, unions, traders and parliamentarians, associations and consultants in
various disciplines as need arose were consulted in the venues and dates indicated below.

Venue Date Counties/Group Contact | Atten |
{ dance E

Agriculture and | 23.10.2017 | All Coffee Stakeholders | Invitation | 123 ]
Food Authority meeting at AFA head | through the ‘ |
Headquarters office, Nairobi. Gazette and ! ‘
N S | pressreleases. | J
‘Naivasha- 29.01.2018 | Governors and their Invitation by |52 |
Enashipae 30.01.2018 | CECs from coffee letters and press { {
. .\ |growing counties. releases | ]
‘Nairobi-Azure 121.02.2018 | Chief Executive Invitation by | 62 i
Committee Members letters ‘ |

.| |and chief Officers from | | |
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Venue Date Counties/Group Contact Atten

_— o i S o | dance |

coffee growing
counties, o
CRI Kenya 28.02.2018 | National Coffee Invitation by 43
Coffee College- Cooperative Union letters
Ruiru B members.
Mabanga 02.05.2018 | Bungoma, Kakamega, Invitation by 63
Agricultural Busia, Trans Nzoia, letters

Training Centre West Pokot.

Bungoma County | - _ — , 1 i _ ]
Nakuru 02.05.2018 | Bomet, Nandi, Kericho, | Invitation by 47
Agricultural Nakuru, Baringo, Uasin | letters.

Training Centre | Gishu. - _ ]
Chuka-Tharaka 02.05.2018 | Embu, Tharaka Nithi, Invitation by 54
Nithi County Meru. letters.

Kisii Agricultural | 03.05.2018 | Kisii, Nyamira, Migori, | Invitation by 123

Training Centre Homa Bay. letters.

CRI Kenya 03.05.2018 | Kiambu, Machakos, Invitation by 98
Coffee College- Makueni. letters. ‘

Ruiru
Kerugoya- 03.05.2018 | Kirinyaga, Muranga Invitation by 115
Kirinyaga County and Nyeri. letters.
CRI Kenya 04.05.2018 | Millers, warehousemen, Invitation by 71
Coffee CO”EQE“ marketing agents, letters.
Ruiru traders, Nairobi Coffee
Exchange, farmer
associations.
Murang‘a (Union | 08.05.2018 | Murang’a. Invitation by | 80
Hall) letters.
Nyeri (YMCA) 08.05.2018 | Nyeri. Invitation by 48
letters.
Trans Nzoia 28.5.2018 | Trans Nzoia and West | Invitation by 87
Pokot letters.

Nandi Hills 28.5.2018 | Nandi county Invitation by 136
| ] - letters. -
Mombasa 28-29th East Africa Tea Traders | Visit by 15

May 2018 Association (EATTA Committee

Benchmarking with tea | B -
and 28" industry, tea brokers, | Visit by 20
May 2019 a buyer representative | Committee, NCE

o and the auction | and KCPA |

Mombasa 29th May Stanbic and Equity Visit by 5
2018 Banks Committee
Nairobi — 13.6.2018 | Senators and Members | Invitation by 31
Intercontinental of Parliament in coffee | letters
Hotel growing region
invitation by letters
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Venue Date Counties/Group Contact | Atten |
| | B B S gl _ dance |
Kipkelion Coffee |29t June Senator, Members of Invitation by | 669
Mills, Kericho 2018 Parliament, Members letters
County County Assembly,
County Executive
Committee Members,
union leaders and
individual coffee
farmers i B o -
Kutus, Kirinyaga | 30" June All coffee stakeholders | Invitation by ' 140
County 2018 in Kirinyaga County letters and Radio
though press release announcement
Nairobi- 15t August | Committee on Invitation by 30
Intercontinental | 2018 Delegated Legislation letters
Hotel of National Assembly
Parliament 5t July Senate Committee on Invitation by 9
Buildings 2018 Agriculture letters
Mombasa- 26th -29th Committee on Invitation by 10
Whitesands September | Delegated Legislation letters
Hotel 2018 of the National
Assembly
CPA Room, 14t Senate Standing Invitation by 11
Parliament November | Committee on Senate
Buildings 2018 Delegated Legislation
Naivasha Simba | 29t"  April | NCE, Kenya Coffee | Invitation by |
Lodge to 1% May | Producers Association | letters 15
2019 (KCPA), COG and
| - ~ |IGRTC - - L ]
TOTAL 25 2,157
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5.0 Key Issues Noted from the Consultative Meetings.

function to issue
pulping station
license

cumbersome. Some
Counties submitted
there should be no
licensing. Grower as
the owner of coffee
should be free to deal
with it as he/she
deems fit

licensing.

Regulation/ Issue raised Proposed How the issue has
Rule recommendations been addressed
Regulation 2 Recognition of | Amend the Crops Act | Definition of grower as
Definition of | cooperative  society, | 2013 to include | the person who cultivates
grower coffee  farmer and | definition of grower coffee is appropriate and
estate as grower is not | Amend the Regulation | retained in the regulation
in the Crops Act. to remove reference to | Associations retained and
Remove the word associations definition made clearer
association in the as they were intended to
definition of grower as accord growers the
this will encourage constitutional right of
| amorphous groups. | association.
. | Regulation 5(c) | Process of licensing of | The National and Issuance of pulping
County pulping station by County Governments station licenses is a
Government Counties will be very can collaborate in devolved function of the

Counties. Capacity
building of Counties is
recommended.
Regulation retained-
County to issue the
pulping station licence

Second
Schedule:
Pulping station
licensing
requirement of
2 acres or
20,000kg of
cherry annual
production.

Third Schedule:
Obligation of
license holder:-
The 85:15 rule
of capping
cooperative
societies’
expenses at

| maximum 15%
of the net and
payment to
farmers
Minimum of
85%.

Licensing of farmers to
operate pulping station
(2 acres or 20,000kg
cherry will weaken the
cooperatives. Some
counties submitted
that classification of
growers by their land
size should be deleted.
Cooperatives should
not be given
_monopolies.
The capping of
cooperative societies
expenses at maximum
of 15% of the net
earnings from coffee
sales and payment to
farmers a minimum of
85% cannot be
achieved uniformly
across the societies
due to differences in
production and
operational capacities.

All the counties and
traders recommended
that the earlier
requirement of 5 acres
be maintained.

Retain the 80:20 ratio
until productivity
increases and society
data capture by State
Department of
Cooperatives is
finalized and
implemented.
Currently the 20%
caters for only society
expenses from net
sales received.

The State Department
of Cooperatives should

Amended the regulations
to retain licensing of
pulping stations at a
minimum of 5 acres or
20,000kgs cherry annual
production.

Amended the Third
Schedule to incorporate
80:20 ratio as it is
currently effected
through a Circular from
the Commissioner for
Cooperatives. The 20% is
to be on gross sales and
include factory
operations, milling, and
warehousing and
brokerage fees expenses.
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Regulation/
Rule

Issue raised

Proposed
recommendations

How the issue has
been addressed

strive to enforce the
80:20 ratio Circular

Regulation 25 of
Coffee General
Regulation
repeated in
Coffee
Exchange
Regulations
Rule 43 of NCE
Rules

Direct
settlement
system (DSS)

DSS was regarded as
good initiative in some
Counties as it will
reduce the timelines
for coffee payments.
However the concept
of DSS was received
with mixed reaction
from sections of
farmers in Nyeri,
Kirinyaga and Tharaka
Nithi Counties as to its
value, while the
marketing agents have
reservations regarding
its effective
implementation.

DSS will address
delayed payments,
bring transparency
and eliminate
unnecessary players in
the value chain.
Consider addressing
the issue of 14 days
within which to remit
farmers proceeds
currently done by the
marketing agents and
ability of societies to
pay farmers without
delays.

Marketing agents,
traders said issue was

not delay in payments.

Recommended the
development of a
coffee policy and
strategy to increase
production.

Removed Rule 25 of
General Regulations and
retained it under Rule
38 in the Exchange
Regulations. NCE Rules
substantially amended.
The previous CDU
terminology was
rephrased to read DSS
for clarity and more
understanding.

The DSS was found to
have value and is
retained with a proviso
for a transition period of
one year for
establishment of the
necessary infrastructure
and capacity building of
growers.
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Regulation/ Issue raised Proposed How the issue has
Rule recommendations been addressed
Some participants Pilot the DSS before | A transitional period of
were concerned that rolling it out. one year has now been

the DSS will lengthen
the coffee chain as it is
not clear on the
timelines for payment
to the farmers;
currently the law
stipulates 14 calendar
days payment after an
auction.

Concerns that the
Regulation may not
provide safety of
proceeds as it are not
guaranteed in the DSS.

provided for to enable
finalization of the
processes necessary for
DSS and digitization of
systems to be put in
place.

Provision added for the
DSS provider to remit
coffee proceeds to the
growers and their service
providers within 10
working days of an
auction.

The body and the 3™
schedule of the Exchange
Regulations have
obligations for the DSS
provider including safety
of records and deposits.

Stakeholders need a
clarification on the
administration fee in
the DSS and who will
bear the cost.

The CSIC benchmarked
with tea industry clearing
and settlement system to
establish its operation,
security features and
cost structure. The
Committee noted that
DSS providers in the Tea
Industry make money
through overnight
lending hence nil
transactions processing
costs.

Involvement of
commercial banks in
the lending business
will weaken the rural
SACCOs.

Considerations of the
rural SACCOs who
serve a majority of the
members and have
farmers’ profiles in the
disbursement of
proceeds to farmers.

The provision is made for
licensed financial
institutions and SACCOs
are among financial
institutions.

The DSS service will
weaken and kill the
Coffee cooperatives.

Considerations for the
DSS to facilitate coffee
cooperatives recovery
of advances and
inputs lend to
members

The regulations provide
that coffee cooperatives
submit accurate and
timely claims to the DSS
provider through the
exchange for settlement.

Payment of individual
member by DSS not
possible for now.

Payment from DSS
should be done to the
cooperative society
and not to the

Payment via DSS for
members of cooperative
societies will be
progressively done as
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Regulation/
Rule

Issue raised

Proposed
recommendations

How the issue has
been addressed

Who will S'ign a
Contract with DSS?

smallholder farmers
directly.

However, estate
growers can be paid
immediately DSS is
activated.

growers’ data is supplied
by cooperatives to DSS.
A transition period is
provided for.

| The contract with DSS to

be signed by NCE and
appointed Commercial
Banks.

Millers will sign
agreements with
respective growers for
milling and brokers will
sign agreements for
brokerage services and
relaying of sales
information to the DSS.
Milling agreement and
contractual obligations of
licence holders and
service providers are now
provided for in the
Schedules

' The regulations have
not addressed the
dispute under DSS

Disputes under the
General Regulations shall
be handled using
alternative disputes
resolution mechanisms
with final recourse to the
courts (R.40). However
those that involve trading
may be referred to the
Capital Markets Tribunal
established under the
Capital Markets Act. See
Rules 32 and 43 of the
Exchange Regulations.
The term ‘contracted’
added to include the DSS
in dispute resolution
under Rule 40 of the
General Regulations.

Some section of
growers do not want
to be included in the
DSS

Introduce participating
and non-participating
growers to give
growers options

Transition period is
provided for to enable
parties to put the
systems in place.

Regulation10(c )

The farmers expressed

mixed reaction on role

Traders and some
farmers would like the

The function of grower
miller expanded in the
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Regulation/ Issue raised Proposed How the issue has

Rule recommendations been addressed
Grower miller to | of marketing agent marketing agent | regulations and in the
perform being shifted to miller. | function retained in the | schedules to include the
marketing regulations. option to own coffee.
function. Broker introduced as an

option for sale of coffee
at the exchange and
agent introduced as an
option to offer coffee
under direct sale. The
Exchange, and the DSS
also have a role in
marketing to protect
growers’ interests.

Growers and grower Introduce a broker to | Defined the word broker

millers will be too perform the role of and agent. Introduced
many to participate in | agent for the growers | them in the regulations.
the auction floor who opt to use an

agent
The remittance by The proposed period for
marketing agents is remittance is reduced to
currently efficient five working days.

without delays if the
14 days regulation is

enforced.

Not all millers have Introduce minimum The Regulations have

sufficient volumes to tonnage to access the | provided that the

access the auction auction by millers Exchange will be

noting that there may | marketing coffee. regulated by CMA and

be small mills develop rules for fair and

established properly supervised
trading practices
approved by CMA and
ensure that reasonable
access to the auction is
given to all licence
holders. The exchange is
proposed to be
progressively upgraded
to deal with more licence
holders.

Need to competitively | Millers to advertise for | Cooperative societies to

identify Marketing competition at least appoint millers and other

agents to enhance more than five to be service providers

competition. evaluated. competitively as provided

by the Schedules and
Rule 22 of the General
Regulations. Criteria for
society to choose a miller
are given and obligations

21



Regulation/
Rule

Issue raised

Proposed
recommendations

How the issue has
been addressed

Change of financial
regulations to pave
way for commodity
exchanges to be under

Capital Market
Authority.

Millers to publish their |
milling tariffs and

other charges per

year.

are provided under the
Third Schedule. |
Publication of tariffs and
other charges by millers

is provided for in the
regulations.

Regulation 16
Third Schedule
Obligations of

Why regulate farmers-

service providers

contracts some of

Amended the
Regulations/Schedules to
emphasize that only

licensees which include regulated financial
providing financial institutions are
services. authorized to provide
financial services. This is
provided for in the 3™
Schedule of the General
Regulations.
Regulation What constitutes To retain the provision.
22(4) reasonable notice The duty of the miller is
Commercial Difficult to implement to give reasonable notice

miller to ensure
that grower or
representative
is given
reasonable
notice to be
present at the
milling process

of the milling time to the
grower to promote
transparency when
milling and marketing
coffee. Grower has the
option to attend or not to
attend once notified.

Rule 40(7)
Noted bids of
coffee offered in
auction hall.

Noted coffee reoffered

for sale at a

subsequent auction
might fetch lower

prices.

Negotiation working
well but need to
involve the grower.

Rule retained for
transparency under Rule
25 of the General
Regulations, with
provision for disclosure of
reserve price on the
trading floor for
confirmed bids and
where no competitive
offers are given on the
trading floor after
disclosure coffee to be
withdrawn and re-offered
for sale at a subsequent
auction.
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Regulation/ Issue raised Proposed How the issue has
Rule recommendations been addressed
10. | Licensing of | The proposal of To address mechanism | Retain roaster’s license
local roaster. introducing the local in licensing local and allow sourcing of
roaster licenses to roasters, coffee for clean coffee from grower
attract youth roasting to be sold by | miller and the exchange.
welcomed licensed millers. Introduced roaster
Rule 24(1) may obligations under the 3™
provide loophole that schedule of the General
can be exploited by Regulations to tighten
unscrupulous persons control.
who regulate this local
roaster? Coffee theft
may increase.
11. | Quality Grading of coffee to Farmers to be present | Retained regulation
assurance involve the farmer as | when coffee being 22(4) that require the
there are cases of milled, cupped and miller to notify the
swapping coffee graded to enhance grower on the date of
grades without the transparency. the milling of the coffee
notice of farmers. and added obligations of
miller to include timely
submission of milling and
out turn statements.
Cooperative do not Cooperatives to have | There is provision in the
have qualified liquorers | qualified liquorers. regulations (22(9) for
There is also a need to | growers to do prior
The regulations do not | have a capacity independent sample
address the quality of | building on coffee analysis to curb
coffee; majority of the | quality and grading in | swapping and National
farmers having pulping | cooperatives. and County governments
unit licenses produce to collaborate in
low quality coffee. establishment of coffee
cupping laboratories.
12. | Digitization of The ICT status of Counties to assist in Introduced a transition

coffee
cooperatives
and information
sharing.

cooperatives is very
limited and the few
who have ICT facilities
have low capacity to
manage them.

procuring, installing
computers and digital

weigh scale as well as

training of users.

period of one year to
accord growers and their
service providers time to
establish the requisite
ICT infrastructure as
spelled out Rule 38 of
the General Regulations.

Farmers lack real time
information to make
decisions.

Sharing of key coffee
information like
auction prices,
potential market is
recommended.

There are too many
organizations
collecting farmers’
information/data
Management system.

Establish a centralized

data management
platform.

Digitization is provided for
under Rule 38 of the
General Regulations to
facilitate information
sharing. Upgrading of the
exchange is meant to
address this concern and
among the functions of an
exchange is
dissemination of market
‘information to growers.
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Regulation/ Issue raised Proposed How the issue has
Rule recommendations been addressed
13. | Warehouse There were concerns There is need to Retained and developed

14,

Receipt System
(WHRS).

Nairobi  Coffee

of how warehouse
receipt system is to
operate and the fear

of using it for multiple
‘borrowing. |
Strengthening the NCE

establish system to
track borrowing when
Warehouse Receipt
System becomes
operational.
CSIC to fast track the

mechanisms for
operationalizing the WRS
in Coffee Exchange.

NCE Rules Ehaﬁgea to

Exchange (NCE) | is long overdue modernization of the Coffee Exchange
legal status. NCE | Regulations to provide

NCE should copy the This will enhance general guidelines for

model of East Africa competition. coffee exchanges. One of

Tea Trade Association the  requirements s

which is owned by incorporation and

producers to control regulation by CMA.

the brokers (marketing ;

agents).

Who will monitor the Insure that the Rules revised. DSS

receipts of sales receipts of sales provides transparency in

proceeds as proposed | proceeds process is the coffee sales

by Rule 43 and 44. transparent. transactions and
payment of proceeds.
Exchange and DSS
provider given
obligations under the
general regulations
(R.25(10))

Reduce  government | Ensure the NCE Board | The Coffee Exchange

representation in the | is farmer centric. Regulations provide for

board of NCE. coffee exchanges to be
corporate entities under
the Capital Markets Act
and other relevant laws
and their basic
requirements.

15. | Borrowing  on | The borrowing from The financing model of | Retain regulation which
behalf of coffee | the miller/marketing miller/agent to be requires that millers lend
growers  from | agent should not be optional to the grower | under regulated entities
authorized and | curtailed as they offer | but should be under 3rd Schedule
regulated unsecured loans with transparent. (B11)-Miller to establish
financial relative ease. There regulated subsidiary
institutions was a feeling that company to provide

(3 Schedule of
General
Regulations).

marketing agent
/miller understand the
farmers better and
there is guarantee loan
recovery from the
proceeds.

credit facilities to grower
associations

16.

Coffee security
Regulation 4
and 5.

Security of coffee is a
concern now that the
coffee is being

harvested. How will the

The Agriculture Food
Authority (Coffee
Directorate) to

increase field

This is indeed a County
and National Government
function. Counties to be
involved in capacity
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Regulation/ Issue raised Proposed How the issue has

Rule recommendations been addressed
security of coffee be | inspection and building and supported to
dealt with. compliance staff and enforce the Regulations.

the Counties to
- _ - complement. |
17. | Assumption  of | The provision states The property right of the
risk that the coffee coffee is vested in the

Rule 47 of NCE | remains with the farmer until the

Rules. farmer until it is paid purchaser pays the
for and this will farmer even though the
introduce extra costs warehouseman has
to the farmer which custody of the coffee.

were initially borne by
the warehouseman.

18. | Licensing under | Agriculture is a Share functions | General Regulations
the General | devolved function and | according to  the | amended. County
Regulations national government Constitution functions:
should cede county Registration of growers
functions and licensing and growers’ institutions,
to county governments issuance of nursery

certificates, pulping
station, milling,
warehouse and roaster’s
licences and movement
permits for coffee until
purchase. National
Government functions:
Licences for buyers,
liquerers, cupping labs,
warehouseman, permits
for purchased coffee, and
imports and exports.

6.0 General Issues Noted From Meetings and Memoranda

The following were the general issues, noted, suggested or expressed by stakeholders during the
consultation meetings which have been considered when drafting The Coffee (General)
Regulations, 2018.

a) Consultations.

Stakeholders thanked the government through H.E the President for recognition plight of coffee
farmers, appointing the National Taskforce on Coffee Reforms and the Coffee Sector
Implementation Committee. The stakeholders particularly the farmers would like the spirit of holding
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consultations, farmer educating and sensitization to be sustained in future for a better
understanding of the regulations and the impact after they are legislated.

b) Gender and Youth Empowerment.

The stakeholders requested that both women and youth be included in the entire coffee value chain
as recommended in the Taskforce Report. They suggested that an affirmative action be put in place
to effect their appointment to respective committees. The stakeholders noted that youth prefer
quick payments and any intervention like the cherry advance can attract them into coffee business.
They recommended the committee to explore on how other countries involve the youth in the coffee
chan.

c) Miller’s tariffs:

Farmers are suspicious of the tariffs set by millers as they are unrealistic and think that millers may
be swapping coffee samples. They proposed that all coffee tariffs needs to be standardized and
publicized for transparency.

d) Subsidized Farm Inputs:

Farmers noted that accessibility and affordability of farm inputs is necessary to increase coffee
production. They further noted that the current fertilizer procurement and distribution is
cumbersome and time consuming and would like a review of the process. They suggested that
counties pool resources together to secure the affordable fertilizer for coffee farmers.

e) Coffee Varieties:

Stakeholders from Busia and Siaya were concerned that Robusta coffee has not been covered by
the taskforce in the report but it is one of the varieties of coffee as set out in the 5™ Schedule of
the The Coffee (General) Regulations, 2016. Farmers are concerned on non-availability of Ruiru 11
coffee seedlings in most of the counties and when its available, the cost per kilogram is high. It was
explained that Coffee Research Institute is not receiving funds from the National Government to
produce the seedlings. The County and National Governments were requested to fund the
production and subsidize price of coffee seedlings to farmers.

f) Capacity Building:

Majority of the farmers and staff in the coffee subsector lack basic skills to produce and manage
coffee at processing level and expressed the urgency of training farmers staff and management
committees in the cooperative societies as one of the interventions to increase production.

g) Coffee value chain competitiveness:

The Kenyan coffee value chain has lost its competitiveness to others sectors like real estate, tea,
dairy, avocadoes, macadamia etc. In order to reverse the threats, there is need to support increased
production, coffee subsidy and introduce coffee price stabilization fund.

h) Stabilization of the Cooperative Societies:

It was noted that some farmers migration from one cooperative society to another is destabilizing
societies especially where farmers were given farm inputs and loans decided to abscond. The
stakeholders’ proposals were that an integrated data management system be put in place and
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_societies formulate by-laws that enhance good corporate governance and the county governments
enforce the compliance.

‘i) Coffee working group:

Stakeholders recommended the formation of County Coffee working Groups at county level to assist
in formulating county coffee policies and guidelines for implementation of any reforms in the sector.
It was proposed that small and medium coffee estates be encouraged to form associations so as to
benefit from economies of skills.

j) National Coffee Strategy:

There were concerns that the coffee subsector lacks a national coffee development strategy to
address the coffee issues. Such a strategy would provide an enabling environment to coordinate
production and marketing of coffee.

k) Coffee Revolving Fund and Minimal Price

Stakeholders request the national and county governments to initiate a coffee revolving fund to
stabilize the coffee prices and for procurement of inputs. Farmers would like to have a guaranteed
minimal price per kilogram of cherry set by the government more than to be cushioned through a
price stabilization fund.

7.0 Annexes

Annex 1: Stakeholders Consultations Meetings Photos
The following photos were taken in some of the venues where the committee met stakeholders.

Chairman of CSIC Prof. Kieyah addressing stakeholders in Kerugoya, Kirinyaga
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Coffee traders at CRI Kenya Coffee College presenting their submissions on the
Regulations

Coffee stakeholders following the presentation of regulations in Nakuru

28



Coffee stakeholders from Kiambu, Machakos and Makueni Participating in the Meetings
to review the Coffee General Regulations.
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Stakeholders attending a validation meeting in Bungoma
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Prof Kieyah (Above and below) addressing Coffee stakeholders attending a validation
meeting in Kipkelion-Kericho
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Hon. Gichimu, MP for Gichugu (below and above) and some CSIC Members and
stakeholders attending a validation meeting in Kutus-Kerinyaga
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CSIC members’ consultative meeting with Members of Senate Standing Committee on
Agriculture at Parliament Buildings

CSIC consulting with Counsel from National Assembly
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Hon. Gladys Shollei and Prof. Kieyah (below) and in a consultative meeting with
Delegated Committee of Parliament on Coffee General Regulations
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COG members making a presentation to CSIC and County Executive Officers
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SAROVA WHI'T ESANDS
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JOINT RETREAT FOR CSIC AND COMMITTEE ON DELEGATED LEGISLATION ON COFFEE REGULATIONS, 201
AND COFFEE EXCHANGE RULES, 2018 AT SAROVA WHITESANDS BEACH RESORT & SPA, MOMBASA
25TH - 29TH SEPT 2018

Annex 2: Consultative Meeting with Governors from Coffee Growing Counties on the

Implementation of Coffee Sub-Sector Reforms 29-30t" January 2018.

34



Role of County Governments in Implementing Coffee Reforms

The aim of the presentation was to highlight the key areas of interest that County Governments can
support the coffee reform agenda. The reforms would heavily depend on the level of harmonization
of the functions by the two levels of governments in the coffee subsector.

Coffee Legislation

The thematic area focused on legislation and the Memorandum of Understanding ( MOU). The
following issues were discussed—
1. The view of the county governments with regard to the sharing of licensing and licenses
between the counties and AFA/National government.
2. The view of the county governments on the distribution of the functions between the county
governments and AFA/National government.
The views of the county governments with regard to the MOU.
Other areas of cooperation to be included/amended in the MOU.
The view of the county governments on payment system of coffee proceeds directly to farmers
through Direct Settlement System.
6. The view of the County Governments on the reform of the trading system at the coffee
exchange and the change to Commodities Exchange.

W

ol

The following proposals were agreed upon—

(a) The funding obligations provided for under clause 4.1 of the MoU- it was resolved that the clause
be deleted as it was ambiguous;

(b) The specific functions of the signatories to the MoU were not clear- it was agreed that the MoU
will act as a framework for engagement with the counties which will enter into specific
contractual agreements with the signatories on coffee matters relatable to the signing county;

(c) The members agreed that the specific governors of each of the coffee growing counties be
signatories to the MoU.

(d) Members adopted division of functions between the National government and the county
government.

It was proposed that the National Government/AFA be only issuing liquoring and independent

cupping licenses and the counties to issue other licenses. Another proposal was for the national

government to issue trader’s license, and the commercial milling and commercial warehouseman'’s
license because the latter two usually operate across several counties.

Cross cutting Issues.

a) Development of national coffee policy and strategy
b) Environmental issues

c) Youth involvement in coffee along the value chain
d) County legislation along the coffee value chain

Annex 3: Response -Kirinyaga County Co-Op Union Memorandum Dated 27t July 2016
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Grower Definition:

They challenged the recognition of the individual coffee grower as the grower of coffee. However,
the provision is In line with the Constitution which recogmizes and protects individual/private
property rights under Article 40. Coffee belongs to the person who grows it. This protection inciudes
Co-ops where they grow theirr own coffee crop. Any other person Is a service provider under a
contract for service.

However, the rules also recognize Co-ops as an association of coffee growers. See the definition of
assoclation where cooperatives are included.

Therefore, it is not correct to state that the Co-operative society is not recognized as a grower at
all in the regulations. It has not only been correctly defined as an association of growers, it is further
recognized as a grower for purposes of obtaining a grower miller’s licence.

Pulping Station
There was no intention to commercialize pulping. The term “commercial” was removed
Obligations of Pulpers

1. Digitization: The country is moving towards digitization of services in this IT age. Gradual
change is envisaged in digitization and credible, transparent record keeping, security for coffee
is required.

2. Borrowing: The proposed cherry advance will take care of the growers’ need for funds. They
are not being deprived of finances, they are changing from borrowing through the Co-op to
getting direct advances. The regulation of money lending financial institutions is now introduced.

Movement Permits

The purpose of the permits is to curb coffee theft and to ensure that only owners of coffee or their
authorized agents move coffee. The intention of nearest miller was to cut down on heavy transport
costs. However, to ensure that quality of the coffee is maintained by the miller, the rules have been
amended to provide for competitive procurement of miller and other service providers by
cooperatives and other entities representing growers.

Pooling of Farmers for Marketing

There was a misunderstanding. The intention was to enable two or more growers who qualify to
get a licence, to be able to join together for purposes of economies of scale to apply to the licensing
authority for one licence to carry any of the activities for which a licence is issued, such as pulping,
milling, roasting etc. There is no affront to the right to property. Rather, the provision expands the
right to property and the freedom of association to enable growers to enjoy these rights jointly.

Direct Settlement System

The role of Direct Settiement System (DSS) is to receive and separate money payable to respective
payees and pay them directly. This 1s why it 1Is important to agree on payments for services at the
commencement of the service contracts. CDU is now renamed DSS. Time of one year from the
operationalization of the Rules has now been allowed to put the DSS support systems in place.
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DSS provider will not be one bank but several accredited banks, that meet the given criteria for
selection and the grower can appoint his/her preferred bank for these purposes. CMA role in the
operations of the exchange including the DSS are enhanced in the revised rules.

Annex 4: Traders Memorandum presented at Coffee Research Institute on 4 May
2018.

THIRD SCHEDULE
1) RULE 16
Pulping Stations Licenses

a) No authority to handle farmers money as payments will be done by DSS (CDU)
b) Limiting borrowing from financial institutions on actualization of DSS.

2) RULE 21
a) Authorization of pulping stations to hull coffee parchment and buni.

b) Digitalization of weighing machines

3) RULE 24
¢) Authorizing societies to do direct sale and selling coffee for local roasting
4) RULE 25
a) Concern: Removal of Marketing Agency remove but from the above their role still remains

Their role has been transferred to Millers, brokers(optional), agents(optional) DSS, collateral
manager, NCE and warehousemen.

5) RULE 25 (5) AND (6) contradicts Rule 22 (13), 25 (1-4) and Rule 7 (j) and (k)

6) Collateral manager- the General Rules and NCE trading rules are in conflict with this rule.

7) Rule 10 and Rule 32 (5) and (6) on liquorer licensing

8) Rules 22 warehousing the intention is ok but logistics required to implement may make it
difficult to implement.

9) NCE Trading Rules

a) Receipt Of Sales Proceeds —Who will monitor sales proceeds Rule 44

b) What marginal money? Rule 43 (15) (b) who does it apply to? — Who absorbs the cost of the
above commitments?

(These concerns have been addressed in amendments)

c) Proposed Regulations and Trading Rules are meant to address the sales proceeds and
settlement of proceeds and by so doing created loopholes to be exploited for the detriment of
the sector as the role are spread across institutions thus adding bureaucracies.

d) What role is the NCE envisaged to play? NCE given too much functions and in its current
status cannot be expected to perform any better but creates a mega bureaucracy experienced
in the past. (Obligations of an exchange have been added in the body of the Regulations)

e) Rules 54 of NCE entrenches it as a regulator.

A Bill of Lading contains proprietary/confidential information which most exporters will find difficult
to share with the NCE?
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(General guidelines for incorporation of a coffee exchange and its operations have been given)

10) General Comments

a) Need to have a sound coffee policy which has been the hindrance. (National Coffee Policy being
developed)

b) Sector beset by old rules which increase cost of doing business (Regulations are important to
create predictability and a level playing field)

c) New regulations should be thought trough putting into account the impact in the industry but
not for knee jacking as the case is presently.

d) The regulator is weak in enforcing the regulations

Annex 5: Comm_ercia_l_ g)ffee_iiller_ﬁn_nd Mﬂ-ketm_g_Age_:n_ts__ As_sgciatigp

structure included. Other warehouse have
different organizations structure

Thematic Issues Propose Way

Area B Forward

Rule 7(3) , 2 | Obligation of pulping license has introduces a Other legal entities are

and Rule loop hole that can be exploited by unscrupulous allowed

24(1) and 2 | persons. The Combination of these rules allows Constitutionally.
illegal activities to thrive Enforcement to prevent

_ B o | abuse.

CbhuU Is the CDU settlement account held by the Initially, accounts to be
grower or can also be held on behalf of the on behalf of grower
grower? until the systems are

fully in place.

Obligations Is it practical to expect the warehouseman to play | Obligations of

of Licensg quasi regulatory role? Are they expected to be | warehouseman in

holder vis answerable to the grower without any contractual | Schedule 3 are

Warehouse N introduced. They are

: obligations S e :
man'’s implied in every service

Obligation: contract.

Eighth This schedule is a direct copy of the Bollore Companies are free to

Schedule: logistics warehouse warrant, their company modify the form.

Requirément-_

As per the current proposal the former role of the

Obligations introduced

25(1),(2),(3),(4) and 7(j) and (k)

relating  to | marketing agency is now seemingly split amongst | for service providers in
Coffee Milling | millers,  direct settlement provider, NCE, | the Coffee  General

warehouse man, clearing house and collateral Regulations.

manager (most of whom) have no contractual

obligations to grower. How will these new

institutions be financed? Who will absorb the

resulting additional cost.

Rule 22(5) & (6) contradicts “rule 22(13), | Amendments have

addressed the concerns

Rule 22(4) might be very difficult to implement

Notice to grower is not
difficult to give.
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Issue Ral Ralsed

Resﬂaonse

secondary milling takes about a month, the marketing begins
in January to about May every year. Unlike tea, coffee is paid
for after an average of not less than 6 months. The National
Task Force on coffee reforms has proposed a cherry advance
model to help reduce the systemic delays. The Meru county
government is piloting the cash model whose success will
inform other County Governments. The Regulations have now
proposed faster and more transparent payments through the
DSS.

10.

11.

i3

Scramble  for Kenya
coffee is still alive

Coffee theftsat |
growers’ institutions

Central  Depository |

Unit(CDU)

Suspension of
proposed Coffee
Regulations 2016 after
gazettement for public
participation

Kenya coffee is unique in its quality and produces a superior
cup. It is used for blending coffees from other origins which
may of different qualities. To protect the Kenya coffee
Regulations now propose that any person who blends Kenya
coffee with other coffees must declare the percentage of the
Kenya coffee in that blend. _
The Task Force Report established that coffee thefts were a |
problem affecting cooperative societies and made a number
of recommendations - take up of insurance cover, CCTV
installations, enhancing guards, alarms installation,
avoidance of parchment accumulation. Security is a
responsibility of growers who should liaise with the security
agencies and take the said security measures.

The purpose of the proposed CDU, now renamed Direct
Settlement System (DSS), is to ensure transparency and
efficiency in receipt of coffee sales, settlement and
disbursement of coffee proceeds. In addition, the DSS will
shorten the value chain and eliminates the need for
prohibitive requirement of USD 12 million bank guarantees
as security for millers. The DSS will enable the grower miller
to access the auction without requirements for a guarantee
as they will not handle coffee funds. Growers without a
milling license may access the auction through brokers or
undertake direct sale. The DSS guarantees prompt payment
to coffee growers including all service providers within five
working days.

The DSS, does not lock out the cooperative societies but shall
ensure timely and efficient release of coffee proceeds and
recovery of any financial obligations.
The High court suspended the prewously proposed
regulations after gazettement in 27" June 2016 following
litigations by three parties. A High court ruling made on 28%
July 2017 directed that further consultations are held and
the regulations promulgation process is completed. The
Coffee Sector Implementation Committee (CSIC) consulted
stakeholders and have since reviewed the regulations and
incorporated the stakeholders’ views. The Committee

further conducted stakeholder validation meetings from May
2018 to Niovember 2018 which have informed further
amendments to both the Coffee General and Exchange

Regulations.
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No | Issue Raised Response

14. | Shortening of value | The Task Force report recommended the scrapping of the
chain and difficult in | commercial marketing agent (CMA) licence and transfer of the
the licensing process CMA role to the miller, broker and the proposed DSS. The DSS

will receive proceeds and recover the growers’ financial
obligations and convey the net to the growers’ accounts on
the 80:20 as proposed in the new regulations.

The DSS eliminates the prohibitive bank guarantee which
many growers could not raise and therefore were not able to
access the auction.

15. | Farmers to receive The Task Force report acknowledged the systemic delays in
40% of the selling coffee payments and proposed cash payments against
price advance for cherry delivery at 40% of the selling price or Ksh15/kg
cherry deliveries. cherry whichever is the higher. The recommendation is

intended to ensure farmers carry on with their lives without
financial handicap and that the systemic delays are
shortened.

16. | Smallholder farmers Small holder coffee growers are organized into cooperative
have limited capacity | societies so as to have them enjoy economies of scale. The
to process and market | coffee is wet processed at the primary factories and
their coffee -farmers conveyed to grower owned mills or commercial mills for
with less than 1500 secondary processing in readiness for marketing. Growers
bushes can only coliectively bargain for competitive prices at the auction or
access markets through direct sales. Growers who own 5 acres of mature
through a cooperative | coffee (2700 bushes) are free to obtain a coffee estate
society, a miller and a | license to wet process and market their own coffee. Now the
marketing agent. requirement has added 20,000 Kgs annual average coffee

production for three years as an alternative qualification.

17. | Meager earnings by Amount of earnings by growers depend on their productivity,
growers from the efficiency of the cooperative society, the quality of coffee and
coffee growing the prevailing market prices. Most of the time farmers with
business, high productivity high quality with efficiently managed

societies break even. These are the factors which ought to be
addressed.

18. | Cash crop plunge over | The reform measures are intended to encourage growers to
the years increase coffee production.

19. | National Task Force H.E. the Head of State appointed a National Task Force
recommendations which conducted a study and made a number of

recommendations which are aimed at addressing various
challenges facing the coffee industry. Some of the
recommendations seek to address systemic delays in coffee
payments, coffee marketing, high cost of production, and
poor governance at growers' institutions.

20. | Highest coffee grades | The Coffee General Rules and the Coffee Exchange Trading

by pass the auction -
15% of coffee leaving
mills for the export
market, leaving lower
grades for the auction

Rules allow growers to access the overseas markets directly
or through their appointed commercial marketing agent
(CMA). The CMA most of the time accesses the overseas
markets on the behalf of the farmer and with the farmers
approval through direct sales contracts. The direct sales prices
are always higher than the auction. The Direct sales contracts
are registered with the Coffee Directorate.
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No | Issue Raised Requnse

21. | Control of value chain | The Coffee Regulatlons 2002 restrict companies in the

from farm to business of milling from obtaining the marketing licences.
warehousing and Companies in the business of milling or marketing cannot be
export. also coffee dealers (exporters). This ensures separation of

roles and eliminates conflict of interest.

Annex 7: Newspaper Articles in Daily Nation of 3™ April 2018

1. Introduction
The two articles contained comments on various issues regarding the ongoing coffee sub sector

reforms. Following is a response on the various issues raised on the separate dates: -

37 April 2018 Article ]
No Issue Comments
1 Coffee monthly The Task Force Report has taken cognizance of the systemic
‘| payments rejected as delays in coffee payments and proposed advance or initial
proposed by the task payments to shorten such delays. Such payments are again
force report not mandatory in the regulations being proposed.

2 Implementation of The Coffee Sub Sector undertook consultations on the
"| contentious reforms contentious issues such as establishment of the coffee
/issues pricing committee and it was removed and appropriate
amendments have been introduced to the proposed coffee

‘regulations e e e

3, Implementation of cash | The |mplementat|on of the cash model in Meru is an initiative |

model in Meru County. of the county whose objective is address the systemic delays
in coffee payments. The County Government leadership has
fully consulted and walked with coffee cooperative societies
and coffee estates who are in agreement. The Meru initiative
is also voluntary. The Meru County leadership resonates with
the Task Force report and CSIC thinking.

a. Comparison of the The Tea model has served the Tea industry well and other
envisaged coffee sub-sector such Dairy, Macadamia, and Bananas have adopted
industry cash model with | the cash model and they are doing well. It is only in coffee

| the Tea Model where the average age of a farmer is over 65 years. ,

| Article states ‘ The Coffee | The Coffee sub sector Reforms are not being undertaken by
Directorate should wait| the Coffee Directorate. It is the Coffee Sub Sector
for harmonization of | Implementation Committee (CSIC) which is driving the
contentious reforms | reforms in line with the recommendations contained in Task
before implementing | Force Report and feedback from past consultations. The CSIC
themn’ by Harrison Munyi | was appointed by H.E the Head of State.

6. Agreeing on all reforms | The CSIC has carried out validation consultative meetings in
West, Central Rift, Mt Kenya and all coffee growing counties
in Kenya and shared the amended regulations. This has gone
a long way towards ensuring that most issues are agreed
upon.

9‘
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Annex 8: Press Release: A Joint Statement by Chairmen of Embu County Coffee Co-

Operatives; in Daily Nation of 6" April 2018

The following were the responses from Coffee Sector Implementation Committee (CSIC) on the

various issues raised;
Coffee Sector Implementation Committee’s Response

— T =

| Issue

Committee’s Response

| Reference to the
" | Coffee Rules
| 2016

"orders made by
| the Nyeri Court in
12016

|
|
|
|
|
[

|

| coffee growing regions.

Reference to the said Rules may imply that the same Rules
are being upheld. The Rules have substantially been reviewed
following further consultations and feedback from
stakeholders. Now we have a revised set of Coffee General
Regulations for 2018 which are subject to ongoing stakeholder
consultations. The meetings took place in May 2018 in the
There were two other related cases filed in Nairobi High
Court in which a judgment was given in July 2017 which
required the parties to engage in further consultations in the
making of the coffee rules. This judgement was
communicated to the High Court in Nyeri. Since then the
committee has conducted various stakeholder consultations
in compliance with the court order, a process which is now
completed. The petitioners in the cases are some of the
stakeholders whose responses to the proposed regulations
were captured on newspaper articles and taken into account
by CSIC..

; ' Appointment of
" | the Coffee Sub
- Sector

The CSIC was appointed not only to implement the Task
force report but has a broader mandate which includes
consideration of contentious issues raised by stakeholders.

- Implementation | In its consultations, the committee has engaged all the

' Committee(CSIC) | stakeholders along the coffee value chain without bias. B

- Consultations for | The CSIC has not targeted friendly groups but sought to
" | requlations consult stakeholders along the entire value chain during the

'~ validation validation of the reviewed regulations. West, Central and

Eastern coffee growing regions were targeted for the
validation exercise.

' Publication of the
" Nairobi Coffee
1Exchange
| Trading Rules in
| February 2018

The Committee has not published the revised Nairobi Coffee
Exchange Rules as construed in the advert. The rules have
been reviewed and validated by stakeholders. They have
also been presented to the relevant Committees of
Parliament for perusal and approval before such publication
can be done.

|
|
|

6. | Permitting One of the objectives of the review was to align the
' | alternative regulations to the Constitution and other applicable laws and
| groups to the Constitution guarantees freedom of association to all
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Licensing

Rules 10(b) and Rules 32(3) and (5) amongst |
others, introduce a new holder “Liquourer” who
are required to renew their license annually

Who will monitor the réceipts of sale pra:ge_dé as
proposed by rule 44. What margin monies are
referred to under rule 43(15)b and who does apply
to?

 Annual ‘Lc_hang'ed_
three years subject to
capacity

Exchange, DSS provider

given roles to monitor
under the regulation of
CMA. Penalties
introduced for traders
and roasters who
default.

Agb_rf)p—ds-ed rules have placed numerous roles and
responsibilities on NCE most of which they are ill
suited. Placing all these functions under one body
will create mega bureaucracy and based on past
experience with similar institutions, stakeholders
know exactly what to expect

Roles are now shared
and obligations are
introduced with
penalties for default.
The exchange will be
regulated by CMA.

Annex 6 : Press: Issues Raised in Standard Newspaper Dated 23" May 2018
An article contained in the Standard newspaper dated 23 April 2018 raised a number of issues
related to the ongoing reforms in the coffee industry among other sub sector issues.

The following clarifications are accorded-

No |Issue Raised =~ |Response .
1. | Foreigners tighten grip | Under the national trade laws Kenya is an open economy and
on coffee trade as foreign firms are free to invest in Kenya and bring in the
farmers lose much-needed foreign exchange. Foreign investors are
subjected to equal treatment like any other local investor
along the coffee value chain. There isn't any form of
discrimination against local firms or foreign firms. Foreigners
have do not have any undue advantage over the local firms

so as to have a grip on coffee trade.

2. | Multinationals (6) Multinational or foreign firms to compete for coffee at an open
tilting commodity bidding process where those who offer the highest prices buy
prices leaving small the coffee. Provision is made in both the General and the
holder farmers to earn | Exchange Regulations for the exchange to give access to all
peanuts. persons licensed to trade.

3. | Coffee prices at auction | The coffee prices realized at the Kenya action are among the
only a fraction of the of | highest prices when compared with other mild Arabica of
the market prices — countries such as Colombia, Guatemala which produce similar

mild coffees. The % of the earnings remitted to farmers
depends on the farmers’ productivity and the efficiency and
economies (or diseconomies) at the same growers’
institutions.

4. | Coffee pricing The Government recommended establishment of a coffee
committee pricing committee which was rejected by farmers and the

reviewed regulations no longer contain the committee.
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No

Issue Raised

Response

Nevertheless, its objective was to give growers indicative
prices based on global price trends, local price trends and the
quality of coffee on offer. It was intended to disseminate
information to enable grower negotiate better when
undertaking direct sales or fixing of reserve prices. Sharing of
market information is now given as a responsibility of the
exchange.

Control of value chain
from bean to the
consumers’ table
through sub
subsidiaries of
multinational
controlling 70% of the
beans.

The hcensing of players has clearly articulated that certain
license categories cannot be held by one company e.g a trader
cannot be a commercial miller, warehouseman, broker or
agent a cannot be a coffee dealer {(exporter). These provisions
have been made for separation of roles. None of the licensed
companies is allowed to handle the coffee at its cherry stage
but they await such coffee at the milling or marketing stage
at which growers voluntanly contract the service providers
competitively. The performance of coffee dealers/exporters at
the auction 1s depended on their market access abilities and
financial muscle to pay for coffee purchased.

Too much regulation
has in the coffee
sector has erected
unnecessary barriers
to entry which is a
perfect environment
for price manipulation.

The regulatory framework ensures respective players keep to
their roles and comply with the coffee standards and the
industry code of practice. It is because of this that Kenya
coffee is of the highest quality in the world and continues to
attract premium prices. Recent efforts to open up cherry
buying was declined.

Farmers getting the
shortest end of the
stick as their producer
reaches the market
with multiple prices

Farmers in Kenya continue to receive among the highest
coffee prices globally. The millers and marketing agents’
services summed up amount to not more than 3% of the gloss
sales - on average. The handling of the net 97% of the
auction gloss sales depends on the growers’ institutions
governance structures. Efficient societies pay up to 95% of
the 97% net sales from the marketing agents.

Two of every three
beans produced from
Kenya in 2016/2017
were bought by
multinaticnals

The coffee produced in Kenya is sold through the NCE or
direct sales. Growers are free to sell their coffee at any of the
traditional, specialty or emerging markets and the Coffee
Directorate should always facilitate such sales. However,
there are a number of large global companies which have
invested for a long time and deal in substantial volumes of
coffee from all the global coffee production countries. The
companies do not directly source for coffee but have
established networks. Nevertheless, growers can clinch
lucrative direct sales with thousands of roasters situated in
coffee consuming countries (Germany, USA) provided they
organize themselves into large units which can sustain the

supply.

Delay of coffee
payments for a whole
year,

The delays in the release of coffee payments 1s systemic as
coffee takes almost 9 months from flowering to cherry
ripening, then the primary processing takes 3 months, the
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operate cherry Kenyans including growers. In order to preserve the public

l processing order and promote collective arrangement for farmers, the
| activities central role of farmer’s cooperatives is acknowledged.
| Additionally, the regulator has been empowered by the
| amended regulations to curb coffee theft and other
| malpractices. )
5. : Central The purpose of the proposed CDU, now renamed Direct

| Depository  Unit | Settlement System (DSS), is to ensure transparency and

1 (CDU). efficiency in receipt of coffee sales, settlement and
disbursement of coffee proceeds. In addition, the DSS will
shorten the value chain and it eliminates the need for
prohibitive requirement of USD 12 million bank guarantee as
security for grower millers. The DSS will enable grower miller
to access the auction without requirements for a guarantee.
The DSS guarantees prompt payment to coffee growers
including all service providers once the relevant information
is furnished to the DSS provider through the exchange.

ﬁ
|
\
|
|
\
|

8. | Coffee Pricing In the revised regulations, the Committee has removed the

i Committee(CPC) | proposed coffee pricing committee in response to submission
..., . |bystakeholders. |

9. | Unique role The Committee acknowledges that cooperative societies play
| played by a key role beyond primary coffee processing. The reforms are
| Cooperative not in any way diminishing these roles of cooperative societies
| societies such advancing school fees and medical expenses against
! anticipated sales. The societies shall therefore continue with
| these roles and through the DSS such moneys will be
| recovered and remitted to the societies accounts. In this
| regard the societies will continue to prepare the Payment
: Calculation requests (PCR) to enable processing of payments
| to the coffee growers and their service providers.

10 | County This was one of the contentious issues and the rule 24(2)

was amended by removing it. However the committee
recognizes the Constitutional mandate vested in the Counties
in regard to Agriculture and Cooperative Management and
have provided for the functions of each level of government
in the General Regulations.

% Governments to
| mobilize Growers
| for Coffee

| Marketing

———

General Observation

The committee notes that the issues raised by the Embu Union chairpersons as concerns have
been addressed since 2016 and much is being implemented as recommended in eight pillars of
the Task Force Report. The committee encouraged Embu Cooperatives societies’ continued
participation in the consultations and validation of the regulations.

Annex 9: Consultative Meetings County Executive Committee Members, Chief Officers
and County Directors of Agriculture, County Directors of Cooperatives from Coffee
Growing Counties on 21st February 2018

An Overview of:
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a) The Draft Coffee (General) Reguiations, 2018
b) The Draft Nairobi Coffee Exchange Rules, 2018

-

Purpose of the Review
The purpose of the review of the Regulations is to:

(a) to give effect to section 40 of the Crops Act, 2013;

(b) to provide for licences to be issued by the licensing authorities;

(c) to provide for the obligations of licence holders and service providers, and the protection
and regulation of their interests along the value chain;

(d) recognize the grower of coffee as the owner of coffee until the coffee is sold and paid for;

(e) provide for protection of growers’ rights along the value chain;

(f) provide for a transparent and timely clearing and settlement of coffee sales proceeds to the
growers and service providers;

(g) provide for the collection and maintenance of data related to coffee;

(h) ensure improvement of coffee standards, increased production and support; and

(1) regulate the coffee industry in Kenya

Key Highlights of the Coffee General Regulations
Part 1 — Preliminary

This part contains the preliminary provisions of the Regulations including the citation and
commencement, interpretation and purpose of the Regulations.

Part II — Functions of the Authority and the County Governments

Regulations 4 and 5 clearly spell out the roles of the Agriculture and Food Authority vis-a-vis the
County governments. The Authority shall issue licenses for coffee buyers, cupping, liquoring and
warehouseman, develop and promote strategies for the coffee industry and develop the coffee
industry standards and code of practice. The county governments shall issue licenses for coffee
nurseries, pulping stations, millers, warehouses and local roasters, issue movement permits, offer
extension services and register coffee growers for data collection among others. Both levels of
government shall consult and cooperate in the development, promotion and regulation of the coffee
industry.

Part III — Registration and Licensing

This Part contains provisions on registration of growers, registration of dealers, types of licenses to
be i1ssued by the County Government and the Authority, licensing procedures, duration of licenses,
and obligations of licensees as well as provisions relating to movement permits and dispute
resolution on licensing.

Licenses/Certificates proposed to be issued by County Governments include:

a) Registration of growers
b) Coffee nursery certificate
¢) Pulping station license
d) Miller’s licenses

e} Warehouse licence
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f) Coffee roaster’s license
g) Movement permit for coffee before purchase

‘Licenses/Certificates proposed to be issued by AFA

a) Warehouseman'’s license

b) Coffee liquoring license

¢) Independent cupping laboratory license

d) Coffee buyer’ license

e) Coffee import permit

f) Movement permits for purchased clean coffee
g) Registration of direct sales contracts,

h) Certificate of Origin and certificate of quality

Part IV — Production and Processing

This part relates to notification of planting or uprooting coffee; development and enforcement
of a coffee industry code of practice and standards on coffee production, processing and
marketing; certification of Kenyan coffee; guidelines on seedlings and requirements on milling
to ensure maximum production of high quality coffee in Kenya. KARLO or its authorized agents
are to issue certified coffee seeds or seedlings. Others to obtain certification from relevant
statutory bodies. The role of NACOSTI is acknowledged.

Part V - Coffee Trading and Marketing

a) This part contains provisions relating to coffee trading, direct sales, management of the Coffee
Auction, preparation of sales catalogues, coffee warehousing, export and import of coffee.

b) Coffee shall be traded through auction at the Exchange and direct sales. Persons with access to
the auction are coffee buyers, local roasters and grower millers. Brokers who may be appointed
by the grower for sale of coffee at the exchange. Agents may also be appointed for direct sale.
This will reduce the number of players in the value chain and also allow the farmer to participate
in the process. Marketing agent’s license is abolished. The appointment of the broker and the
agent is optional.

c) Proceeds of the sale of coffee by auction shall be deposited in the Direct Settlement System
managed by the Exchange and this will eliminate delays in payment to the farmers and also
create transparency in the auction process.

Part VI - Quality Assurance

Provision of inspections by the Authority and the County Government on coffee farms, mills,
warehouses among others, prohibition against removal of labels or seals from packets of coffee and
surveillance within coffee growing counties The Authority and county governments shall collaborate
in the enforcement of coffee industry standards along the value chain, for purposes of quality
assurance. The Authority may develop training curriculums, conduct examinations and jointly issue
certificates for coffee liquorers, in consultation with accredited universities of higher learning, and
industry stakeholders. The Authority is given liberty to inspect and to sample coffee at any stage of
the value chain for analysis to ascertain the pesticides residue levels and ascertain quality.

Part VII — General Provisions
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This part contains provisions on dispute resolution between persons licensed or registered under

these regulations, prohibition of alteration of licenses and certificates, information sharing, a general

penalty for contravention with the Regulations and transitional provisions.

4.0 Certificate and License Fees

Category Amount (KES.) Payment
usD
Application Forms Licensing Authority
Nil
Growers Registration County Government
Nil
Nursery Certificate KES 1,000 County Government
Pulping Station licence KES 1,000 County Government
Grower’s miller licence KES 10,000 County Government
Commercial Coffee Millers licence County Governments -
Over 10,000MT CC uUsD ,2,000
5000-9,999MT CC uUsD 1,000
3,000-4,999 USD750
Less than 3000MT CC/NEW USD500
Roaster’s Licence County Government
Over 1000 Bags KES10,000
500- 999 bags KES 7,500
100 - 499 bags KES 5,000 K
Less than 100 Bags /New KES 2,500
Coffee Commercial Warehouse Licence County Government
Over 200,000 bags
50,000- 99,000 bags UsD 1,000
Less than 50,000bags /New usbD 750
UsD 500
Buyer
Over 10,000 bags annual purchases usD 500 Authority
5,000 - 9,999 bags annual purchases | USD 350
1,000 — 4,999 bags annual purchases
Less than 1000 bags purchases/New | USD 250
licence
usD 100
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Parchment/Buni coffee movement | Free County Government

permit (per leaf)

Clean coffee movement permit from | KES100 County Government

County of origin (per leaf)

Clean coffee movement permit for | USD 1 Authority

coffee exports (per leaf)

Late application fee 10% of the license Licensing authority
fees

Independent Cupping Center KES 20,000 Authority

Liquorer’s practicing licence fees KES 2,000 Authority

Processed coffee import permit Ksh10,000 Authority

Warehouse man’s licence Ksh 2,000 Authority

Issues Arising on:

Licensing

a)

b)

County representatives indicated that they wanted all the licenses/certificates to be issued by
the Counties except import and export permits, and trading, liquoring and cupping licences.

Some county representatives felt that the licenses were too many and could be combined into
one business permit/license allowing the licensee to pulp, mill, roast coffee and establish
restaurants

Other Subsequent Proposals

a)

b)

<)

d)

Issuance of warehouseman and milling licenses by AFA but subject to clearance by counties and
sharing of license fees.

Remove the express prohibition against sale of cherry and parchment trading (amend rules 22
(4) and (5)).

Central Depository Unit to be renamed Centralized Settlement System (CSS) as it is not a
depository by a settlement system for coffee proceeds of sale. Changed to Direct Settlement
System.

Registration of dealers by the Authority (Rule 7(5)) and submission of returns by dealers to
Authority was proposed by AFA, but was not agreed by the County Governments. However,
registration of dealers by AFA is provided for under the Crops Act and the provision for filing of
returns to both levels of government for millers was retained for purposes of standardization
and data.

Annex 10: Consultative Meeting with National Coffee Cooperative Union Ltd on 28th
February, 2018 at Coffee Research Institute (Ruiru)

The NACCU presentation emphasized on:
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a) Ensuring that there are small scale coffee farmer focused laws and regulations are
governing the coffee sub sector.

b) The need for the government to address coffee subsidy program to jumpstart increased
production of coffee and requested for support for at least 2 years.

¢} The current coffee processing facilities require rehabilitation, staff capacity building and
security to stop frequent coffee thefts.

d) Farmers requested the Government to support the establishment cherry advance payment
system and allocation of adequate funds.

e) The farmers support the modernization of Nairobi Coffee Exchange (NCE) and networking it
to the counties on real time and having a representation in the NCE upon its transformation
into a body corporate.

f) The industry should start appreciating the involvement of youth and women in implementation
of reforms recognize them in decision making along coffee value chain and having a succession
plan for takeover from the aging coffee farmers. Women requested for automatic membership
to Unions based on family coffee farms. So as to reap benefits of training, subsidy, and cherry
advances leadership roles directly.

g) Farmers requested the national and county government to allocate adequate funds in their
annual budgets to facilitate production, processing, marketing, value addition and promotion of
local coffee consumption.

h) The Unions would like the natronal and county governments to support institutions involved in
coffee research, service delivery to farmers, enforcing regulations and infrastructure
development.

i) The farmers would like to have a coffee minimum guarantee price which should be above the
documented cost of production to address the fluctuation of prices.

1) The unions appeal for removal of the one billion shilling security guarantee to grower marketers
so that they can actively participate in coffee marketing.

k) The unions appeal to Ministry of Agriculture, Livestock Development and Fisheries through AFA
to included union representatives in sector working groups, marketing of coffee and for
benchmarking with successful models coffee actors in and outside Kenya.

I) The national and county governments to address the governance concerns in coffee cooperative
societies where non-performing entities can be de-registered or merged.

Recommendations:

1) CSIC to embark on capacity building farmers and unions along the value chain through training
and sensitization on various issues of their concern.

2) The stimulus for farmers to support coffee reforms is prompt payment to farmers which can be
through cherry advance payment, provision of stabilization funds and input subsidy programs.

3) Coffee cooperative societies and unions should be empowered to trade locally and externally
by ensuring that the General Coffee Regulations are farmer centric.

4) The unions advocate the establishment of coffee cupping units in the counties/region for quality
assessment and stakeholder training to appreciate quality of products offered to the markets.
They requested CSIC and county governments to fund the initiative.

5) The CSIC to establish a farmers empowerment financing model to facilitate access credit, NHIF
and payment to farmers
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6) The national and county governments to address leadership and governance issues in coffee
cooperative societies and unions which are contributing squabbles that affect coffee production
and marketing.

7) The participants requested the county and national government to fund coffee extension
services and ensure that the regulation on cherry hawking/trading is enforced to avoid coffee
thefts.

Annex 11: Consultative Meeting with Alliance of Women in Coffee (AWIC) Kenya
Chapter and Youth on 28th February, 2018 at Coffee Research Institute (Ruiru)

a) Alliance of Women in Coffee

AWIC is an affiliate of International Women in Coffee Alliance and has membership from women
across the coffee value chain in Kenya. AWIC supports establishment of farmers’ forum free of
participation by marketers, traders and have a gender perspective and youth succession angle in
coffee. AWIC focuses on empowering women to produce premium coffee for specialty markets.
AWIC requested amendments of the regulations to have one stop shop for all coffee licenses to
enable women participate in coffee business as well as reducing current cost of licenses. It also
requests for automatic membership of women into the Unions based on family ownership of Coffee.

b) Youth in Coffee

The youth would like to be involved in the coffee subsector implementation in the areas of
technology adoptions in doing business and value addition. There is need to capacity build the youth
and give them exposure inside and outside the country on various aspects as well as having youth
mentorship programs. The youth request to be allocated at least 20% of position in the societies,
unions and coffee subsector institutions so as to articulate their ideas on coffee and policy
formulation favorable to them. They would also like to be supported to engage in the area of Carbon
trading through the coffee bushes

A youth Mr. Peter Ndua from Ngewa of Komothai in Kiambu who resides in the United States of
America reported that some youth groups have formed a group which is exploring the marketing of
coffee in the U.S. He informed that there is a high demand of traceable coffees which is fetching
premium coffee in the AGOA market as branded coffee. He emphasized the need to venture into
the digital world of Facebook, twitter, instagram, whats up, SMS in promoting coffee agenda. The
youth can be involved in actualizing the coffee reforms initiative.

c) Resolutions

a) Farmers through NACCU agreed to support the implementation coffee reforms.

b) National and county government to provide adequate funds to support coffee subsidy programs
in their annual budgets.

c) AFA to remove the Bank Guarantee of one billion shilling paid by the grower marketers which
has been a dis-incentive for them to participate in the Auction.

d) The General Coffee Regulations should address the issues on conflict of interest where marketing
agents retain farmer’s coffee for unspecified durations.

e) CSIC to assist in promoting and strengthening NACCU as it is a lobby group for farmers on coffee
matters.
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f)

In order to create sanity in the coffee cooperative sector, the participants support the
establishment of a central coffee database at the national and county level,

Annex 12: Lessons Learnt Study Visits, Conferences and Exhibitions

The committee visited Ethiopia, Mexico, USA, and Netherlands and interacted with coffee farmers,
exporters, dealers and consumers and Kenyans in the Diaspora and exchanged views. The views
arising from these interacts informed the committee during the deliberations when implementing
the reforms and drafting the regulations. Some of the issues captured during the interactions
include:

1)

Ethiopia Coffee Industry

The overall objective of the study was to evaluate and compare the Kenya Coffee industry practices
with those of Ethiopia. This comparative evaluation is expected to trigger innovative approaches of
reforming Kenya’s coffee production and marketing situation.

a)

b)

9)

2)

The effect of climate change in some producing countries such as Brazil has resulted in
decreased coffee production. The world should prepare to mitigate on a major impact of climate
change expected from 2020 to 2040.

The parameters considered for coffee to qualify for specialty coffee include soils, husbandry
and processing practices.

The demand and sale of certified coffee 1s on the increase. However, traders are willing to pay
more for the coffee and people they know hence the need to create and sustain trading
relationships.

It was reported that coffee producers have not been offering quality coffees to consumers.

The market forecast indicates a surplus in coffee supplies in 2017/18.

The specialty coffee chapters are currently in 33 countries and demand for the coffee is growing
at 15 % annually.

The secret to sustaining the specialty market is to create scarcity by supplying little coffee of
high quality.

Africa Fine Coffee Association meeting in Ethiopia

Observations and Lessons from the Conference
a) The International Coffee Organization compiles market outlook reports for counties to customize

b)

and utilize in projecting coffee pricing in the coffee trade.

Large cooperatives in Ethiopia are allowed by the government to export coffee directly.
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<)

d)

3)

A global coffee platforms are Colombia, Ethiopia, Uganda and Tanzania where stakeholders
along the coffee chain converge to deliberate of coffee issues of concern and beneficial to all.

The Kenya delegation in the conference agreed to initiate the Kenya Coffee Platform.
Recommendations

The Coffee Directorate and Coffee Research Institute should customize the International Coffee
Organization market outlook reports and advice farmers and the trade regularly.

Kenya should collaborate with the Ethiopian government through an MOU when modernizing the
NCE and where possible engage the expertize not available in Kenya.

There is need to regularly review coffee regulations.

The AFCA Kenya Chapter chairman and AFA Coffee Directorate as a matter of priority should
initiate the formation of Kenya Coffee Platform.

The committee plan of action to implement the issues noted during the visit and conference
proceedings is summarized below;

Activity \‘ Action Responsibility
1 | Production  of | Research to work closely with farmer | KALRO Coffee Research
planting ( organizations and farmers to enhance | Institute
materials | seed productions and top working
| S
2 | Promote | Undertake research geared towards | KALRO Coffee Research
Sustainable ‘ sustainable coffee production Institute
coffee }
production ‘
3 | Planting shade ‘ Repackage information on shading to | KALRO Coffee Research
coffee “inform the farmers on the types of | Institute
' shade trees, spacing and pruning
4 | Branding of { Characterization of Kenya coffee | KALRO Coffee Research
Kenya coffee flavours based geographical /indications | Institute, trade and Coffee
locations market branded coffee. Directorate(AFA)
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Coffee

E marketing to facilitate grower

Cherry Advance | Introduce cherry advance paynﬁent to | State _Dep—artment of
payment ‘“ cooperative societies Cooperatives, State
| Department of Crop
} Development,
\ (commodities Fund) &
‘ Cooperative societies

6 |Promoting local | -Legislate buying of coffee by retail | -AFA Coffee Directorate
coffee \‘ traders
consumption \ -State  department  of

I -Liberalize Buni marketing to encourage | cooperatives and
local coffee roasting and consumption. | cooperative societies

7 || Coffee Ana!yEe_ certification programs inT:)Tace, AFA Coffee Directorate
certification the market outlets and advice the

farmers regularly.

8 | Develop a | Develop a concept note on: o ]
concept  notes ) The KALRO Coffee Research
for inclusion in l -Exchange of germ plasma materials | nstitute
the MOU | for breeding drought and disease

’ resistant varieties,

-Mass propagation of elite varieties
\ through tissue culture
\
| -Effect of shade trees on coffee
| physiology
l
: -Mapping of geographical indications to
| facilitate branding of coffee.
I -

9 | Technology ‘ Package and disseminate new and | The KALRO Coffee
transfer | existing technologies for immediate use | Research Institute,

' by farmers and extension staff. State department of
‘ cooperatives and
I cooperative societies

10 | Memorandum of \ Develop an MOU for cooperation with | -State department of
Understanding ‘ Ethiopia Agriculture
(MOU) 1 -Ministry of Foreign Affairs

11 | Market outlook | Provide market outlook reports and | The KALRO Coffee
information | advice farmers and the trade regularly. | Research Institute and

: AFA Coffee Directorate

12 | Collaboration ] Collaborate with the Ethiopian State Department of
with Ethiopia | government when modernizing the Agriculture
Commodity : NCE.

__|Exchange. | 0\ 0

13 | Direct Sale of | Review coffee regulation on coffee AFA Coffee Directorate
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marketingagents access direct sale
markets.

'AFCA kfehy'a “Ch_apter

14 | Kenya Coffee | Initiate the formation of Kenya Coffee
Platform Platform. Chairman
State Department of
Agriculture
15 | Alternative Research on the benefits of dry verses | KALRO Coffee ~ Research
methods of washed coffee in collaboration with the ' Institute
processing \ trade.
coffee
16 | Upgrade Relook at the coffee harvesting , | The KALRO Coffee Research
processing processing and drying procedures | Institute
technology and equipment
16 | Modernizing Modernize the operations of the NCE | AFA Coffee Directorate
NCE and improve the trading environment
17 | Enhance flow of | Initiate the dissemination of market | AFA Coffee Directorate and
market information in real-time CE
information

18

Review trading
rules at NCE

Warehousing of
coffee

Introduce and enforce rules to prohibits
collusion at NCE

‘Coordinated and  regulated the
Warehousing of coffee.

AFA Coffee Directorate

AFA Coffee Directorate

20 | Coding samples | Adapt a coding system where the | AFA Coffee Directorate and
identity of the sample, sellers and | CE
buyers are known after sale.
21 | Improve sample | Expand the sample room and regulate | AFA Coffee Directorate and
room operations | the maximum time for their disposal to | CE
avoid congestion.
22 | Liberalize Coffee | -Increase number of auction days. AFA Coffee Directorate and
Auction CE
-Introduce an auction day for local
roaster.
23 | Farmer capacity | Embark on farmer capacity building so | The national and county
building to enable them operate under free governments
market situation
24 | Licensing Review the licensing in coffee chain to | State Department of
reduce them to a minimal Agriculture, AFA, Coffee
Directorate

The key issues for fast tracking include:
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a) Risk transfer

Farmers in Kenya bore all the risks in the coffee business unlike in Ethiopia. There I1s an urgent need
to address mismanagement in Cooperatives Societies introduce cherry advance payment, embrace
prompt payment, and facilitate data management to ensure traceability.

b) Promote sustainable coffee production

Ths is involves regular supply of certified planting materials, introduction and management of shade
trees, timely and appropriate use of inputs, availing cost effective processing technologies and
involvement of the youth in coffee business.

c) Establishment of an effective data and information management system:

(1) Establish an ICT network to facilitate easy access to information for planning and business
management.

(i) Develop a data management platform to enhance efficiency and transparency in coffee trade

(iii) Operationalize the warehouse receipting system

d) Upgrading of NCE
(i) Upgrade the NCE soft and hardware
(i)  Initiate the transition of NCE to a commodity exchange
(iii)  Provide timely information on market outlook

e) Operationalize the Coffee Rules and Regulations

(1) Finahze and operationalize coffee regulations for ease of doing business
(i) Formulation of regulations to actualize the establishment of central depository unit.
(1ii) Hold consultative meetings with stakeholders when reviewing coffee regulations.

f)} Financing the coffee sub-sector
(i) Identify and engage financiers to provide affordable credit to the coffee sub-sector.
(1) Develop instruments required to initiate cherry advance payment.

3. Trade Exhibition at Amsterdam - Netherlands

The overall objective of participating at the Specialty Coffee Association (SCA) of Europe event
was to promote Kenya coffee to the coffee roasters and green coffee traders so as to retain and
grow Kenya's market share.

a) Lessons Learned

(i) Need for common funding or pooling of resources will ensure consistency in the approach In
the approach used for the marketing of Kenya coffee.
(i) Disjointed and inconsistency in the marketing of Kenya coffee not effective for the common
good of the country.
(ui) Demand for Kenya coffee mainly the specialty grades — although demand for lower grades
and naturals emerging in the Middle East.
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(iv) Markets emerging for honey coffee, semi washed coffee and alternative methods for
processed ripe cherries.

(v) Diversification in the use of coffee by products including — moderately dried coffee pulps
and leaves for making coffee drinks.

(vi) Kenya has not changed its coffee marketing strategy in line with the changing trends in the
International market. This includes direct relationships between the coffee producers and
consumers and publicity of Kenya coffee as a unique brand.

b) Recommendations

(i) Develop the Kenya marketing strategy to ensure the story about Kenya coffee is told to bring
out its uniqueness and cultural diversity.

(i) Explore and conduct research on the alternative uses of coffee by products for energy drinks
souvenirs.

(iii) Explore the emerging alternatives in the primary processing of Kenya coffee — semi washed,
honey coffee and fully ripe cherry sun drying.

(iv) Ensure the Kenya booth represents the face of Kenya by ensuring that all exhibitors convey
a common message for marketing of Kenya as a brand.

(v) Itis recommended that, Kenya book for World of Coffee 2019 space early enough to facilitate
securing of strategic location and allow adequate time for preparations

(vi) There is need to strengthen the cupping activity during exhibitions since consumers/buyers
always make conclusive purchase decision after looking at the available alternatives
depending on quality. Well profiled coffee samples are therefore required in any exhibition.

(vii) Kenya coffee is still highly regarded round the world and it is important for Kenya to market
it as that.

Annex 13: Issues Raised by COG on the Coffee General and Coffee Exchange
Regulations, 2019 and Response by AFA

1. Introduction

Following a memorandum by the CoG and an advisory letter by the Attorney General on Sugar, the
Authority proposed amendments to the Coffee General Regulations, 2019 as follows

NO |ISSUE RAISED BY THE | MINISTRY/ Remarks
COG AFA POSITION -
1. 4(2)(a) is amended to Under part II dealing with Complied with the AG
enable Counties issue FUNCTIONS OF THE advisory
and warehousing licences | GOVERNMENTS the new

' clause 5(2)(a) is amended and
' has ceded the issuance of both
- grower and commercial milling
| to county governments ,

2. 5(a), (b) and (c) County | The new clause above addresses | Complied with the AG
functions are amended to } this concern as well by ceding | advisory.

include the issuance the issuance of milling, roaster,
commercial milling, coffee ‘ warehousing licences to county

\
|
1
\
\
coffee commercial miling ' AUTHORITY AND COUNTY
|
|
{
\
\
\
\
roasting and warehousing. | governments |
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NO ISSUE RAISED BY THE | MINISTRY/ Remarks

COG o AFA POSITION R

3. | Clause 8(1) provides for The clause is amended to Complied with the AG
application of licences to provide for application of advisory.
the County Governments | licences to the licensing
or Authority. Should be authonity which in this case also
amended to remove the includes the county
authonty making licences | governments receiving
a sole mandate of the applications from commercial
county governments and grower millers, roasters,

warehouse owners,

4. | Clause 10(1) on licensing | The clause is amended to cede | Complied with the AG
be amended to introduce | the milling, warehouses, | advisory.
commercial milling and roasting licences issuance to | Warehouseman hcence
commercial warehousing | county governments introduced as a
licences by the County professional licence
Governments and remove issued by AFA
the Authority(AFA) from
issuance of the same
under 10(2).

5. | Clause 11(3) be amended | The clause 10(3) is amended To ensure counties
to to provide for revocation of revoke licences which
Empower counties to licences by the licensing they Issue
revoke milling and authority which includes the
warehousing licences and | county governments
the Authority to revoke
traders’ licences

6. | Clause 15(1) amended to | The clause amended to enable | Complied with AG
mandate county county governments to move advisory
governments to be the parchment, buni coffee to mills
sole licensees and to issue | and to move clean from the
all movement permits county to warehouses
except the import and
export permits.

7. | Clause 28 be amended to | The clause 28 1s amended to To comply with the AG
transfer the licensing of cede the issuance of warehouse | advisory
warehouses to County licences to county governments | Warehouseman'’s
Governments licence to be issued by

AFA
CONCLUSION

The devolution of agriculture under the Constitution of Kenya and the Crops Act takes cognizance
of functions exclusively for counties, functions exclusively for the national government and functions
which are shared by the two levels. The national government takes cognizance of the requirement
for collaboration, consultation and coordination between the two levels of government. Provision
has been made in the regulations for information sharing between the two levels of government
under Rule 39.

The licensing authority definition in the Crops Act is explicit as it refers to either the County
governments or the Authority as the case may be.
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239 May 2019

Annex 14: Report of Engagement with State Agencies, NCE and KCPA on 29th April to
1st May 2019 on the Coffee General Regulations and Coffee Exchange Regulations,
2019

Introduction

The retreat was called to address the issues and concerns raised by some stakeholders on the
Coffee General Regulations, 2019 and the Coffee Exchange Regulations, 2019.

The retreat was attended by representatives from the Nairobi Coffee Exchange, and the Kenya
coffee Producers Association, both of whom had written to the Cabinet Secretary in charge of
Agriculture and raised some issues regarding the draft regulations. Others who attended the retreat
were representatives from the Ministry of Devolution, Ministry of Agriculture, the Council of
Governors (COG), Agriculture and Food Authority (AFA), State Department for Co-operative
Development, Intergovernmental Relations Technical Committee, Boresha Maisha, and the
members of CSIC.

A. Issues Raised on the Coffee Exchange Requlations, 2019

NO CLAUSE ISSUE RESOLUTION/RESPONSE BY CSIC
1. Licensing of | What is the value of Move informed by policy direction
NCE and | placing NCE and and is done with wide consultation.
brokers by | brokers under Value is market supervision, better
CMA. | regulation of CMA | governance, transparency and price
; rather than AFA? discovery mechanisms, etc.
|
T Multiple ‘f What is the value? Can | Licensing authorities are in
licensing | it all be done by AFA accordance with the law

| (Constitution, devolution, CMA,

| Crops). Exchange given mandate to
| develop its own rules to help

: monitor trading

authorities for | for close monitoring?
NCE, brokers,
grower millers
and roasters

i Amended Rule 4(3) to give

. 8 NCE Guarantee preferred
incorporation ' discretion to CMA to give exemption
through share ‘ in writing
holding |
4. Coffee sample | Limited to 9 kgs. Allow | Limitation removed
Exchange to determine |
sample size. \
5. Definition of The definition of Definition is aligned

|
Grower miller | grower to be |
| harmonized with the }

1

| contents in the Coffee
[

59



| General Regulations,
1 2019

|

|

|

| Licensed Grower miller | Licensed grower miller has access

' to access the auction
- and offer the coffee to
the market.

 for grower miller to
- qualify for licence.
S —

\

\
|

' to the exchange and direct sale.

and lot sizes in consultation with
millers or the appointed brokers.

coffee trade

the trading floor

Option of having
committee appointed
by the minister to
settle the

| dispute/tribunal

| reference samples when the party is

&
l

E
\
l

6. Coffee Miller | Is commercial miller No. Broker (auction) or agent
| allowed to sell growers’ | (direct sale) performs that function
: coffee? for growers who are not millers.
T Sample fee | Clarify whether sample | Rule 24(2) deleted. Sample fees not
I fee is revenue for the to be part of the revenue of the
| exchange or remitted exchange.
| to growers.
I Coffee sample money Amended. Sale proceeds shall be
| should not be revenue | remitted to growers by DSS
| for the exchange as it |
| belongs to growers. \
| Should be paid to \
| growers through the |
| Dss. {
8. Sales | Include broker in ' Appointed broker included in Rule
catalogue : preparation. ; 35(1).
9. Licensing of ' There is no licensing A licensing fee schedule for brokers
coffee brokers | schedule is provided for in the Exchange
| Regulations
I 10. Dispute | Introduce mechanism | Any aggrieved party over licensing
resolution of dispute resolutions is given right to appeal to the
relating to ' for infringed party to Capital Markets Tribunal. The same

is now extended to parties
aggrieved on the trading floor or on

dissatisfied with the decision of the
exchange or the licensing authority.
(Rules 32 and 43).

B. Issues Raised on the Coffee General Regulations, 2019
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—_———————————

To be done by AFA

1 Broker Introduce a
.. . |scheduleonbroker | T ST
2 Agent Not licensed. | Agent has contractual obligations in 3RP
Regulation required. | schedule. Introduced registration by
B I ORI, R | . ;. . __ EET

g Definition of | Harmonize the | Already done.
agents, brokers | definition in the two
and grower | regulatons | ]
miller Provide the agents | Appointed brokers and grower millers

| and grower millers | present coffee at the auction.

Ito present  the

| coffee in the

' auction.

Let commercial | Commercial millers do not access the
millers access the | auction.

auction. )

4. Definition of Remove the CMA | Removed CMA in the definition section
licensing and substitute as it is not mentioned in the Crops Act.
authority with the Authority

and the county
______ . _|9overnment .
5, Inspector The definition does | A county inspector is appointed and
not include a county | gazette by the county public service
inspector board and hence no need to provide for
, it.

6. Definition ~ of | Include the activity | Included
dealer f of roasting

|

8 Management of | Should be left to the | The DSS is a new concept and provisions
the auction trading rules of the | on its functionality in the regulations are

exchange. necessary.
8. Sale catalogue ' Include the broker | Done
26(1) ...in
Consultation  with
Commercial
Miller
9, Coffee sample | Not provided for. Now provided for.
~ |defiiton | |
10. | Registration of | Function of the | Provided for registration of dealers by

coffee growers | county but AFA according to the Crops Act for

address the | standardization, and registration of

applicability role of
National
government
standardization.

on

growers as a county government
function.

13,

Movement
permit for clean
coffee

To originate from
the county -this is

function of the
National
government. How

will it be actualized?

Movement permits to be issued by
county governments except for
purchased clean coffee which will be
issued by AFA
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12.

Limitation of
coffee licence
sec 11{(1){(4)

Include roaster
licence holders

Roaster now included

13,

Monthly returns
by millers

Returns on milling
losses  undefined.
Should be provided
to form a basis for
comparison of
average milling
losses between
commercial and
grower millers

Both the commercial and the grower
miller are under obligation to provide
statements on milling losses and to
share all milling statements with the
Authority and county government.

14.

Issue of
security of the
coffee

Specifically provide
the functions of the
national
government and the
county government
especially in
prevention of coffee
theft

Rules 4 and 5 amended to reinstate the
specific functions of the two levels of
governments as per earlier drafts.

15.

DSS

Who appoints the
DSS provider- the
grower or the
exchange?

The Exchange appoints the DSS
provider. The grower or the grower’s
representative provide all relevant
information on the grower to the DSS
provider through the exchange. Also see
3" schedule.

16.

DSS

The growers to be
sensitized on the
DSS -remarks by
KCPA

Noted

17.

Representation
of farmers in
apex bodres

NACCU,KCP ,SEPA

Noted
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&

Kenya Gazette Supplement No. 100 Ist July, 2019

(Legislative Supplement No. 31)

LEGAL NOTICE No. 102

THE CROPS ACT
(No. 16 0f 2013)
THE CROPS (COFFEE) (GENERAL) REGULATIONS, 2019
ARRANGEMENT OF REGULATIONS
Regulation
PART I-PRELIMINARY
1- Citation.
2- Interpretation.
3- Object and purpose.

PART II- FUNCTIONS OF THE AUTHORITY AND COUNTY
GOVERNMENTS

4-  Functions of the Authority.
5- County Governments functions.
6- Collaboration between County Government and the Authority.

PART III— REGISTRATIQN AWEHSMQ____., —
7- Registration. “‘

nce, certificate or permit. 7, ‘ \‘,

pétating Fvithdub & deftiFicate, perfitSob EMIBLY

8- Application for a li

9-  Prohibition agamsti

licence. ‘ PAPERS LAID
10- Licensing. | . DAY,
!I f) i L] ﬂf
11- Limitation of a co hcen(gATE 23 JuL 2ni FTOESDA

12- Conditions of licencd. |' Al | £]) :
| By TOR\TY  (OMP
13- Licensing procedurﬂ BY: Mf’@’b \ T3 (/ 3

' i _g— o,
14- Duration of licences. . | \ i IC-A T % )
15 .. :t Le+E-TABLE: ' Lo,

Movement permits. ilalaisdote .

e ot . -

16- Obligations of licence holders.
PART IV —PRODUCTION AND PROCESSING

17- Notification after planting, uprooting coffee or change of details
of farm or estate.

18- Coffee Industry Standards and Code of Practice.
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19- Certification of Kenya Coffee.

20- Research and Prohibition of issuance of coffee seeds or
seedlings.

21- Requirements relating to coffee pulping.
22- Requirements relating to coffee milling.
PART V—COFFEE TRADING AND MARKETING
23- Coffee trading.
24- Direct sales.
25- Management of the auction
26- Sales catalogue.
27- Coffee promotions.
28- Coffee warehousing in designated warehouses.
29- Export and import of coffee.
30- Prohibition against blending.
31- Exemption.
PART VI—QUALITY ASSURANCE
32- Quality Assurance for Coffee Industry.
33- Inspections.
34- Conformity certificates and compliance reports.
35- Prohibition against removal of labels, seals, etc.
36- Coffee Imports to conform to standards.
37- Surveillance.
PART VII—GENERAL PROVISIONS
38

Digitization.

39- Sharing of information.
40- Dispute Resolution.

41- Alteration of documents.
42
43
44- General penalty.

45- Revocation L.N No 79 of 2012.
46

Inspections for specialty coffee.

Inaccurate, misleading or false information.

Transitional provision.
SCHEDULES
FIRST SCHEDULE: FORMS
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EIGHTH SCHEDULE

COFFEE WARRANT (r25(2))
NAME OF WAREHOUSEMAN
Enterad by .o saes s on the account of the lot of coffee DULY
Deliverable to............. or assigns by endorsement hereon.
Coffee season/Mark and Grade Number of  |Nett weight of |Total nett
and out-turnjcode bags pockets (kgs) |weight (kgs)
no.
This Coffee is lying at .............ccooviiiiiiiinann. warehouse awaiting instruction and
collection.

This warrant is valid only if signed by any two of category A or any one of category A
and one of category B signing jointly

Category A Category B

Chief Finance Officer Finance Manager

Head of supply Chain Legal Manager-Regional Co
Secretary

Head of Middle Office Sea Exports Manager
NBAME OF WAREBHOUSE:...co.onamninavmine

-SIGNATURES-

Rent COMMIBNCES: . vvvninmicnsssssviimss s saniinvis s i smros sevimassis i oia i s e vins
Rates:

Warehouse handling: ...............................

Warrantfee: .........covevvviieiiinnnnnnn.
CONDITIONS

1. A warrant is issued in respect of each consignment.

2. All deficiencies or losses on or damage to goods must whenever possible be
notified  in WIItINE 10, ..ouiininiiiiee s (“the
Company”) prior to removal of the goods from the Company premises so as to
afford an opportunity for checking by the Company, and in all cases where such
notification is not possible, such deficiencies, losses or damage must be notified
to the Company in writing within two days of the removal from the premises of
the Company of the goods concerned if this condition be not complied with, the
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HEAD COFFEE DIRECTORATE
SEVENTH SCHEDULE
SALES CATALOGUE (r.26(2)

1. The sales catalogue shall be prepared by the miller or an appointed broker in
consultation with the Exchange and growers.

2. The details to be included in the sales catalogue shall include-

(a)
(b)
(c)
(d)
(e)
(f)
(2)
(h)

()
(k)

0

The name of the grower;

The name of the miller;

Name of broker, if any;

Sale number;

Day, date and time of the auction;

The place of the auction shall be at the exchange;
Total number of bags of coffee to be offered for sale;
Name of the warehouse where the coffee is stored;

The prompt date being the date on or before which proceeds are payable to the
central depository unit of the exchange;

Terms and conditions of sale;

The date on which rent charges in respect of purchased coffee shall be due
from the buyers to warehousemen at which the coffee is stored;

The net weights as per warehouse weights (and unless otherwise stated coffee
shall be packed in bags of 60 kg net, tare weight 1.1 Kgs but bids shall be on
the basis of 50 Kgs), the bags used shall conform to the international coffee
packaging standards;

(m) Lot numbers arranged serially per miller for all coffee offered for sale;

(n)

(0)
(P
(@)
(r)

The out-turn Number shown against each lot number and the registered
distinguishing mark of the grower miller (whether Bulk, E/Bulk, P/Bulk,
T/Bulk; Spillage, or sweepings) and out-turn Number arising from operations
of grower/miller;

Grade of the coffee;
Number of bags in the lot (a saleable lot shall not have be less than ten bags);
Net weight of coffee in kilograms respectively;

Adequate space for inserting big prices by traders.

3. The sales catalogue shall be prepared weekly or as frequently as the Authority
may determine in consultation with a grower or his agent.

4. The saleable lots in the special auction dedicated to local roasters may comprise
less than ten bags.
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SIXTH SCHEDULE
r24(5)
CERTIFICATE OF QUALITY INSPECTION

Name of Grower mill/Buyer/Roaster/Other..............coviiiiiiiiiiiiiiiiiicce e
Registration NUIDET . covuiesinsin i s s o T e s o eiiveias e s v e o
Physical Address: COUntY «o.ovivvssssiisssmniviis sy s = S
BIEAI o ioss vos e s o oS o s S S P A S S S TR B S A AR
B 11 |
IOBLE NIOIADBE: 5000w o s & S 0 0 A R S S A S SO
Total Welghit (IR ) v urimsmsmrsamsssnssvsssesmimims st eSS SRS T e P RIS
Coffee Type E |[AA AB |PB [C TT MH L |OTHER
(tick) (Specify)
'Volume in
bags
Quantity in
Kgs
Buni
Coffee quality analysis REPOIT ......ccooiiiiiiiiiiiie e s
Recommendation:

Warehouseman/Contact person during inspection

IAEIB ... oocesenis s iirin o P e S D P R T o e e A S S S e S S A SR IO S 08
OBl NI BT oo i itiiers v s T VS U TS F A SRR S S S SSUT SHAERa SR S S AR v
| 1o T 1 o U T

STETBIIIIG. - couivvvanvscuns susasinidsnas it ss atis s 0% 44544 445 aPan0epus it ardana vesieesnn sacnsun sumsamsanannsns s uRsas 940 ASES

It is hereby confirmed that the coffee export/Direct sales is approved/not approved (tick

as appropriate).

Report by:

SIENBIIS. - covvuimsssmmns s s Fons s s v e s smion sxewaisas s sy Date....coooeviiiiiiiiinnn

Stamp

DIESIENALION ...euvurrnnnvrineininintiietiessserera st i arrsraensrossrsssasastnsssessmammennnsenss
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Type of Coffee
IO URB R -cvc5vvsissoo a5 W 4 T S R P g PR

PART III- CONTRACT DETAILS

Contract TeF. MO. ... e

Grades of COffee. .. ..coviniiiii e

Grade Number of{Total Net weightPrice per bag Total value(USD)
bags Kgs

PART IV — TERMS AND CONDITIONS
IO oo o e R e T R o S S S N S SV s
PAVITCIIL < v i vssis oo i 0 T 0 S A T 0 B S A A S i e T

LT 11 21 L <

T4 4T
TICBUIDBLION ... . ivicio msimuresvbinsminims S0 5 S A A S R AR TR SV 5,0 BB A s s SR e S R
AT RRON TEEE s e e e S S S e S S e D
Special Condition!(if 8V} conesce s v o e rsrss T S e e

We certify that the information given above is true to the best of our knowledge and
information

Grower name ...................... Date...........cooovvinnnn, Signature................o....

Overseas Importer r/Agent of importer

............ DS oo vomseimin SIBHAMIG . ooy v vy
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(c) KEPHIS certification,

(d) Movement permits

(e} Qualty certificate , and

(f) Any other necessary clearance.

10 Appoint an agent for purposes of logistics and other processing requirements related
to coffee exports where applicable.

11 Remit monthly returns to the Authonty on Direct sales undertaken
B. Direct Sales contract
PART | - PARTICULARS OF GROWER
Name of grower ..., ... ... - e e e .
Grower Code..........
Identity Card No .. . C e e e . " . (Where applicable)
Certtficate of IncorporationNo. . . . ... ... . (Where applicable)

Telephone. . . . ............... . e v o e .o C e
Emaill. .. .. . . ...

Grower(s)... . .. ... .. ... {attach hist if necessary) e.g. association members

SubCounty .. .. ........ e e e

LR No (s). . e i deeiiies s C e e )
Acreage............ .o e e ; e e e e
Name of designated warechouse .. . . ........... ... .. .. ...

Physical location.............

Grower’s Agent........... . C e e R D e .
PART Il - PARTICULAR OF OVERSEAS BUYER

Name of Company . . .. ... .

Company Director(s). . ... . ...

Postal Addresses......... .. . e

Registered Office.......... e e e e C e Cereeans
Street .
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process .
SB Sorted beans
HE Hulled ears
uG Clean coffee not graded occasionally
referred to as estate cured coffee or
sweepings
RH Robusta heavy
RL Robusta light

FIFTH SCHEDULE
B. Specialty Coffee Grading Standards

As issued by the Specialty Coffee Association of America (SCAA) or other such
organization as per the protocol deposited with the authority.

FIFTH SCHEDULE
C. Certifications

As issued by the certifying organization as per the protocol deposited with the
authority

SIXTH SCHEDULE

A. Direct Sales Guidelines r 24(4)

A Grower or a grower miller who has secured an overseas Buyer for the coffee, shall:
1. Store coffee for direct sales at designated warehouses.

2. Enter into a direct sales contract in the format prescribed under these guidelines and
shall lodge the contract with the Authority for registration and approval.

3. Submit to the Authority a sample of 250gm of the said coffee for quality analysis and
for arbitration purposes.

4. Have the coffee inspected by the Authority, in order to ascertain the quality, quantity
and the value and for approval of the contract.

5. Be issued with an inspection certificate for every coffee consignment declared to the
Authority for direct sales to ascertain the coffee quality. The inspection certificate
shall be one of the requirements for clearance of direct sales exports.

6. The Authority liquorer shall conduct quality analysis and assess the price offered
undertake price comparisons with the prices prevailing at the exchange for coffees o
the same quality and grade and keep the growers accordingly informed.

7. The direct sales price offered shall not be in any case lower than the exchange
prevailing prices

Ensure the overseas buyer remits full payment before shipment is undertaken.

9. Apply to the Authority for;

(a) export clearance;

(b) ICO certificate;
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IN WITNESS WHEREOF the parties hereto have executed this
Agreement on the day and date first hereinbefore mentioned.

SIGNED for or on behalf of the miller:

FIFTH SCHEDULE

A. Kenya Standards

STANDARD COFFEE GRADES (r.22(12))
Grade|  General Description Screen number on which beans are
retained. (Size as per KSOS-174 o
150415-1980)
IE Elephant — two beans joined together, Retained on 21 (size diameter 8.3
a genetic defect and includes very mm)
large (bold) AA
PB Pea berries — one ovule develops inf Through 17 retained on 12 (4.
Coffee of the usual two mm)
AA Flat beans Through 21 retained on 18 (7.2 mm)
AB Flat beans Through 18 retained on 16 (6.35
mm)
IC Small flat beans Through 16 retained on Iy
(3.96mm)
Light density beans, from AA, AB and Separated through density by
E grades by air extraction blowing
T Smallest, consists of broken and small Through screen No. (2.9 mm)
C

Where a coffee grade is specified a minimum 95% of beans shall fall in that grade

category.

Other Miscellaneous Kenyan Grades

Grade Description Remarks

MH Heavy buni from the natural washing | Separated by
process density

ML Light buni from the natural washing
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NOW IT IS HEREBY AGREED BETWEEN THE PARTIES AS
FOLLOWS:

1.The grower shall deliver the parchment coffee and buni under the
conditions herein stipulated in respect of moisture content, properly
labeled bags, well soited out to distinguish different grades and without
foreign matter and the miller shall reserve the right to refuse to accept
delivery or provide services if the grower fails to comply with the
said conditions.

2.Transport services from the factories of the grower to the mills may be
provided by the miller at such rate of charge per bag as may be agreed
between the parties. The transport of milled coffee and buni to the
warehouseman shall also be charged at such rate of charge per bag as may
be agreed between the parties, all milled coffee and buni being securely
transported as per the grower's delivery note and confirmation slips, the
grower ensuring that all movements of coffee are covered by the
respective licensing authorities” movement permits before transportation
or as directed by the licensing authorities.

3. The grower shall ensure that all coffee in transit to mills is properly
insured while the miller shall take out insurance against fire and burglary
and any other risk for the coffee delivered for milling until the coffee is
handed over for sale.

4, The grower agrees to pay, where applicable;:

(a) milling charges attherate of................ ......... USS$/Ton;

(b) transport charges at the rate of..................... US$/bag;

(c) storage chargesattherateof........................ US$/60kg Bag;
(d) drying charges at therateof ........................ US$/Ton.

(e) colour sorting charges at the rate of............... USS$/Ton; and

(f) hand sorting charges attherate of................ US$/60kg bag of cc
(g) handling charges at therate......................... USD/60kg bag cc.

5. Drying of coffee received at the mills will be charged according to the
moisture content after consent to dry the coffee has been sought and
obtained from the grower before the drying process starts.

6. Milling shall be done on a first-in first-out basis and empty bags shall
remain the property of the grower and shall be returned to himwithout
charge.

7. The miller shall ensure that the coffee in his possession is properly
stored and secured to protect it from any damage, pilferage or loss of
quality.

8 The miller shall submit the milling and out-turn statements to the
grower as set out in these Regulations.
9. The milling charges payable by a co-operative society or an estate shall

be in accordance to the published charges contained in the milling agreement
binding the parties..



494 Kenva Substdiary Legistation, 2019

8 Comply with any legal requirements or guidelines i1ssued by the Exchange, the
Authority or the licensing authornty

9 Register with the Authonty
G Agent
A coffee agent appointed by the grower shall operate under the following abligations -

1 Appomntment shall be for purposes of faciluating for the grower the overseas
direct sale with regard to logistics

2 Offer the service of processing requirements related to coffee exports
3 Offer clean coffee for direct sale on behalf of the grower

4 Maintain records of sales transactions between the overseas buyers and the
growers

5 Disseminate information on the direct sale transactions to the growers and the
growers’ licensing authonties

6. Report to the growers’ licensing authonties and the Authority any misconduct or
anti-trade activities that may obstruct coffee trade.

7. Conduct his affairs in a professional and transparent manner.
8. Act in the best interest of the growers
9, Comply with any legal requirements or guidelines 1ssued by the Authonty

10. Register with the Authonty

FOURTH SCHEDULE r22(16)
COMMERCIAL MILLING AGREEMENT
AGREEMENT made this . day of . two

thousand and
BETWEEN . of ......... a licensed miller (License Na . .)

{hereinafler called the “mller”, which expression shall where the context
so admuts include his or its successors and assignees) of the First Part,

AND

e of ... .. Co a registered grower of
coffee [Registration No...... .. . .. (heremafter called the "grower”,
which expression shall where the context so admits include his or its
successors and assignees) of the Second Part

WHEREAS.

(a) the muller 1s duly hicensed under the Crops Act, 2013 and the rules
made there under; and

(b) the grower has requested the muller to provide milling services and the
miller has agreed to provide such services to the grower upon the
terms and conditions appearing, hereinafter
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Package roasted coffee in standard packaging materials, where applicable.
4. Comply with the respective County Public Hygiene standards.

Maintain records of clean coffee purchases, sources of clean coffee and roasted
coffee sales.

6. Remit to the Authority a sample of 200 grams of clean coffee representing the
consignment destined for shipment overseas

7. Comply with the Kenya coffee standards and other statutory requirements.
8. Submit returns to the Authority.

9. Allow access for inspection of premises and facilities by the Authority for
enforcement of national coffee standards.

10. Pay deposit fee at the exchange as security for collection of coffee samples.
11. Pay to the exchange the applicable auction levy.

12. Remit coffee sales proceeds to the direct settlement system electronically or by
a bankers cheque within five working days from the date of the sale of the
coffee.

13. Pay for coffee bought at the auction within the prompt period upon receipt of the
invoice.

14. Be automatically liable for suspension from trading in case of default of
payment of coffee proceeds through the direct settlement system within the
prompt date,

15. Be liable to pay penalty and interest for the default in payment within the
prompt date at the average bank interest rates pegged on Central Bank.

16. Pay any bank transaction charges it has incurred.
17. The licence holder shall register with the Authority.
F:Broker
A coffee broker appointed by the grower shall operate under the following obligations: -
1.Seek clearance from the exchange and licence from the Capital Markets Authority

2. Offer clean coffee for sale at the exchange on behalf of the grower upon
appointment.

3.Maintain records of sales transactions between the buyers and the growers which
shall include details of the grade, quantity and price of coffee sold, date of sale,
the buyer, the grower and the sale number .

4. Disseminate information on the transactions at the auction floor to the growers in
form of sales statements and remit sales outcomes to the exchange and the
Direct Settlement System operator.

5. Report to the Exchange any misconduct or anti-trade activities that may obstruct
trade at the auction floor.

6. Conduct his affairs in a professional and transparent manner.

7. Act in the best interest of the growers.
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8

10

The licence holder shall, 1f it has not done so, digiize 1ts weighing scales and its
other equipment, and 1t shall weigh and count all the bags of cofTee delivered to
ensure precision and protect against loss of coffec volume

The licence holder shall insure the coffee against loss and damage while at the
station and m transit and 1n the event of non-payment by the insurer owing to
breach of the msurance contract or other cause by the licence holder, the licence
holder shall be hable to pay for the loss or damage

The licence holder shall register with the Authority
D Coffee Roaster

A coffee roaster shall operate under the following obligations -

1.

(P8 )

N e w s

10
1
12

13.
14.

15.

16

17

Register with the exchange for the purchase of clean coffee at the Exchange
Declare the source of clean coffee to the Authornity and the County Government,

Establish or outsource standard coffee roasting facilities subject to all
requirements sct by the licensing authorities

Pay deposit fee as secunty for collection of coffee samples
Pay to the exchange the applicable auction levy, if any
Pay for coffee bought at the auction within the prompt period

Remut the proceeds for coffee bought at the auction through the direct settlement
system.

Be automatically hable for suspension from trading m case of default of
payment of coffee sales proceeds within the prompt date

Be hable to pay penalty and interest for the default m payment within the
prompt date.

Pay any bank transaction charges they have incurred.

Package roasted coffee 1n standard packaging matenals

Comply with the Kenya coffee standards and other statulory requirements
Comply with the respective County Pubhic Hygiene standards

Maintan records of clean coffee purchases, sources of clean coffee and roasted
coffee sales

Submt returns to the county government and the Authonty

Allow access for inspection of premises and facilities by the  Authority and
respective county government for enforcement of national coffee standards.

The hicence holder shall register wath the Authority
E Coffee Buyer

A Coffee Buyer shall operate under the following obligations.—

1.
2

Register with the exchange for the purchase of clean coffec at the Exchange

Establish or outsource standard coffee roasting facilities subject to all hcensing
authonties, where applicable
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agreement between a grower and a miller for milling of coffee shall be reduced
into writing provided that the agreement shall expressly incorporate the
obligations set out in this Schedule and Termination of milling agreements
between growers and millers shall be subject to prior written notice of not less
than two months.

. Every commercial miller shall mill coffee on a First- In - first —Out basis

provided the miller shall take into consideration any instructions from the
grower on the milling and marketing of such coffee or bulking instructions
where they apply to realize malleable quantities.

. The licence holder shall act in accordance with these Regulations and in the best

interest of the grower.
The licence holder shall make timely submission of milling out turn statements.

Payment of all auction coffee sales proceeds shall be through the Direct
Settlement system

. The licence holder shall remit 200 grams samples of each grade of an out-turn to

the Authority.
21. The licence holder shall register with the Authority.
C: Warehouseman

There shall be a service contract between the licence holder and the grower
miller or appointed agent or broker acting on behalf of the grower, for the coffee
deposited in the warehouse in the custody of the licence holder.

The cost of the service shall be agreed in terms Kenya Shillings per 60kg Bag of
the coffee stored at the warehouse at the beginning of each year and the same
shall be paid through the direct settlement system by the grower upon sale of the
coffee in accordance with the service agreement.

The licence holder shall upon delivery of the coffee, be accountable to the
grower or his authorized representative, for the coffee received and shall
acknowledge receipt of the same from the grower or his authorized
representative through an endorsement confirming whether the volume, the
grading and the owner of the coffee are as indicated in the permit and by
confirming the out-turn number for the coffee so delivered.

The licence holder shall issue coffee warrant or warehouse receipt, as the case
may be, for the coffee so received in the name of the grower or his authorized
representative.

The licence holder shall issue a goods received note (GRN) and transmit data of
the same to a central database operated and maintained by the licence holder and
shared with the direct settlement system and the exchange.

The licence holder shall publish tariffs that will be filed with the Authority and
the county government.

The licence holder shall not allow the grower’s coffee to be sold without the
knowledge and consent of the grower and will not allow the grower’s
representatives to borrow funds against the growers’ coffee.



490

10.

Kenya Subsidiary Legislation, 2019

The licence holder and the Authority shall publish annual milling tariffs and any
other charges that are registered with the Authority and county governments and
the licence holder shall not charge the grower more than the published charges.

The licence holder shall be accountable to the grower for the coffee received and
shall acknowledge receipt of the same from the grower by endorsing the
movement permit and issuing a weigh bridge receipt, confirming whether the
volume, the grading and the owner of the coffee is as indicated in the permit and
by issuing an identifying out-turn number for the coffee so delivered.

The licence holder shall issue a delivery note to the grower and transmit data of
the same to a central database operated and maintained by the licence holder and
shared with the direct settlement system and the exchange.

The licence holder shall, if it has not done so, digitize its weighing scales and its
grading equipment to ensure precision and protect against loss of coffee volume.

In the event of bulking, the licence holder shall indicate the minimum millable
lot in the contract, inform the grower and receive the grower’s consent to bulk
his coffee with the coffee of others, file a log and share with the owners of the
coffees being bulked, stating their names, volume, and quantities of the batches
being bulked for purposes of enabling each person in the bulk to get an
indication of the distribution of the value of the same upon sale.

The licence holder shall provide a statement on milling, to include milling
losses losses and sweepings , stating the range of expected milling loss for every
parchment type and buni as approved by the Authority, provide a target milling
loss per delivery on analysis of the sample and grant the grower the right of
advance adequate notification of the time and date of the milling of the grower’s
coffee to enable the grower to be present at the milling.

The licence holder shall share all milling statements with the Authority and
county government.

The licence holder shall insure the coffee against loss and damage while at the
station and in transit and in the event of non-payment by the insurer owing to
breach of the insurance contract or other cause by the licence holder, the licence
holder shall be liable to pay for the loss or damage.

A licence holder who wishes to lend or advance any credit to growers’
associations on behalf of growers shall establish a regulated subsidiary company
to provide such financial services.

. The licence holder’s liquorers shall take out and maintain professional

indemnity insurance covers.

. The licence holder shall file copies of the movement permit returns duly

endorsed by the licensed warehouseman, upon delivery of the milled coffee to
the warehouse.

. The licence holder shall provide copies of coffee warrants, or warehouse

receipts as the case may be, issued by the warehouseman, to the grower and
ensure that the relevant authorities have verified that movement permits were
endorsed by the licensed warehouseman.

. The licence holder in consultation with the exchange and growers, shall prepare

a catalogue for the coffee to be offered for sale at the exchange. The terms of
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-

In parchment handling, the licence holder shall do quality analysis of the dry
parchment prior to storage and will mix only parchment that is of similar quality.

The licence holder shall digitize stock cards.

The licence holder shall insure the coffee against loss and damage while at the
station and in transit and in the event of non-payment by the insurer owing to
breach of the insurance contract or other cause by the licence holder, the licence
holder shall be liable to pay for the loss or damage.

The licence holder shall reinforce the security of the station to guard against theft
of coffee by its servants or other persons and where security of the parchment
cannot reasonably be guaranteed, it shall transport the same to a safer location.

Before moving the parchment and Buni coffee, the licence holder shall apply for
a movement permit for the coffee from the County government.

The licence holder shall ensure that the vehicle ferrying coffee is installed with a
tracking device.

. The licence holder shall have the permits for the movement of coffee duly

endorsed by the miller to acknowledge receipt of the parchment clearly indicating
quantity and quality and shall file proper returns for the same which shall
periodically be availed to the relevant authorities for verification. Each vehicle
shall bear an original movement permit with specific driver details and vehicle
registration number.

The licence holder shall deliver a sample to an independent cupping laboratory
for quality analysis before the actual delivery of the coffee to the commercial
miller where one is contracted.

. The licence holder shall supply the particulars of its coffee grower members to

the Direct Settlement System provider through the exchange, afier the
commencement of these regulations for purposes of initiating settlement through
the system

In any event, there shall be no mixing of the licence holder own monies with the
monies that belong to the growers and the licence holder shall maintain two
separate accounts

In the event that there is need for borrowing by licensed Growers’ societies and
associations, they shall only seek credit from regulated financial institutions upon
approval by the growers.

The licence holder shall register with the respective county government.

B: Miller

There shall be an annual service contract between the parties provided longer term
contracts shall be subject to the approval of the county government but no service
contract shall exceed three years.

The cost of service by a commercial miller shall be agreed in terms of US
Dollars per tonne of processed parchment or buni at the beginning of each year
and the same shall be paid through the direct settlement system in accordance
with the service agreement with the grower.
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Category Umount (KES.) Payment
USD
5,000 — 9,999 bags annual purchases| USD 350
1,000 — 4,999 bags annual purchases
Less than 1000 bags purchases/New | USD 250
licence
USD 100
Parchment/Buni coffee movement| Free County Government
_permit (per leaf)
Clean coffee movement permitf KESI100 County Government
from County of origin (per leaf)
Clean coffee movement permit forf USD | Authority
coffee exports (per leaf)
Late application fee 10% of the license fees| Licensing authority
Independent Cupping Center KES 20,000 Authority
ILiquorer’s practicing licence fees | KES 2,000 Authority
Processed coffee import permit Ksh10,000 Authority
\Warehouse man’s licence Ksh 2,000 Authority
THIRD SCHEDULE (r.16(1)(2)

OBLIGATIONS OF LICENCE HOLDERS AND SERVICE PROVIDERS

The following are the operating standards and obligations which shall be binding
the licence holders, certificate holders and service providers: -

The cost charged by cooperative societies to growers for pulping, administrative
factory expenses, transportation, milling, warehousing, brokerage, any exchange levy,
and any other expenses shall be as per the societies’ budget but shall not exceed 20% of
the gross earnings, from the coffee sales.

The maximum chargeable cost by cooperative societies shall be retained or
reviewed downwards as published periodically by the Commissioner for Cooperatives in
consultation with county governments.

A: Pulping Station

1. The licence holder shall perform sorting and density grading of cherry within a
maximum of eight hours upon receipt from smallholder growers or from own
estate.

2. The cooperative society licence holder shall weigh the grower’s cherry using a
calibrated weighing system, maintain an accurate record of the same and give an
original receipt thereof to the smallholder grower immediately.

3. The licence holder shall carry out the process of removal of coffee pulp from the
cherry, fermentation, washing and drying to the desired moisture content in
accordance with the coffee standards.

4. The, licence holder shall digitize its coffee weighing scales and post the
information of quantity and quality to a central database made accessible to the
grower, provided that licence holders without digitalized cherry weighing
systems shall establish the same within a period of twelve months from the date
of commencement of these Regulations.
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7. Any other requirements that may be prescribed by the Authority from time to
time
(L) Coffee import permit requirements
1. Names of company officials, individual National ID/Passport No.
2. A certified copy of certificate of incorporation.
3. Compliance with statutory requirements, including but not
limited to
a. NEMA certificate where applicable;
b.  Occupational Health and Safety Certificate, (OHSA) where applicable;
¢. Public Heath certificate;
d. Tax Compliance certificate by KRA.

4. Proof of engaging the services of a coffee liquorer licensed by
the Authority and leasing or establishing of cupping facilities,
where applicable.

5. Any other requirements that may be prescribed by the Authority
from time to time

SECOND SCHEDULE
B. CERTIFICATE AND LICENCE FEES
The following license fees shall apply for the respective certificates and licences—

Category Umount (KES.) Payment
USD
Application Forms Licensing Authority
Nil
Growers Registration County Government
Nil
Nursery Certificate KES 1,000 County Government
Pulping Station licence KES 1,000 County Government
Grower's miller licence KES 10,000 County Government
Commercial Coffee Millers licence County Governments
Over 10,000MT CC USD ,2,000
5000-9,999MT CC USD 1,000
3,000-4,999 USD750
Less than 3000MT CC/NEW USD500
Roaster’s Licence County Government
Over 1000 Bags KES10,000
500- 999 bags KES 7,500
100 - 499 bags KES 5,000
Less than 100 Bags /New KES 2,500
Coffee Commercial Warehouse County Government
Licence
Over 200,000 bags USD 1,000
50,000- 99,000 bags USD 750
Less than 50,000bags /New USD 500
Buyer
Over 10,000 bags annual purchases | USD 500 Authority
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2. Have a minimum technical experience of three years in collateral management
and in handling agricultural commodities.

3. Have clear and demonstrable capacity and experience in risk management.

4. Meet any other qualification that may be prescribed by a relevant authority.
(j) Coffee liquorer’s licensing requirements

1. Been awarded a coffee liquoring certificate by the Authority.

2. Obtain a public hygiene certificate from the nearest local authority to the area of
operation.

3. Submit application to the Authority.

4. Meet any other qualification that may be prescribed by the Authority;
(J) Coffee import permit requirements

1. Names of company officials, individual National ID/Passport No.

2. A certified copy of certificate of incorporation.

3. Compliance with statutory requirements, including but not limited to—

(a) NEMA certificate where applicable;

(b) Occupational Health and Safety Certificate, (OHSA) where applicable;

(c) Public Heath certificate;

(d) Tax Compliance certificate by KRA;

4. Proof of engaging the services of a coffee liquorer licensed by the Authority
and/or leasing or establishing of cupping facilities, where applicable.

5. Self-declaration of any indebtedness, conflicts and litigations within the coffee
industry.

6. Any other requirements that may be prescribed by the Authority from time to
time.

(K) Coffee liquoring /cupping facility requirements

1. Names of company officials, individual National 1D/Passport No.
A certified copy of certificate of incorporation/business name.
Establishment of standard facilities as specified by the Authority.

Proof of engaging the services of a coffee liquorer licensed by the Authority.

DR W

Compliance with statutory requirements, including but not limited to—

(a) NEMA certificate where applicable;

(b) Occupational Health and Safety Certificate, (OHSA) where applicable
(c) Public Heath certificate;

(d) Tax Compliance certificate by KRA.

6. Self-declaration of any indebtedness, conflicts and litigations within the coffee
industry.
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5. Establishment or outsourcing/leasing of coffee roasting and packaging facilities.
subject to prior approval by the county government..

6. Self-declaration of any indebtedness, conflicts and litigations within the coffee
industry.

7. Any other requirements that may be prescribed by the county government from
time to time.

() Coffee Buyers ’s Licence

1. Names of company officials, individual National ID/Passport No.

2. A certified copy of certificate of incorporation.

3. Clearance letter from the exchange in the case of renewals.

4. Compliance with statutory requirements, including but not limited to—
(a) NEMA certificate where applicable;
(b) Occupational Health and Safety Certificate, (OHSA) where applicable;
(c) Public Heath certificate, where applicable;

(d) Tax Compliance certificate by KRA.

5. A valid performance bond of Kshs 1,000,000/= in favour of the
Authority or such amount as the Authority may determine in consultation with
the exchange.

6. Proof of engaging the services of a coffee liquorer licensed by the
Authority

7. leasing or establishing of cupping facilities.

8. Self-declaration of any indebtedness, conflicts and litigations within
the coffee industry.

9. Any other requirements that may be prescribed by the Authority
from time to time.

(g) Warehouseman’s Licence
1. Must be registered in Kenya or a Kenyan resident.
2. Copy of a certificate of incorporation/Registration, where applicable.

3. Names of company officials, individual National 1D/ Passport No, as the case
may be.

4. Have a minimum technical experience of three years in warehouse
management and in handling agricultural commodities.

5. Tax Compliance certificate by KRA.

6. Indemnity against professional misconduct leading to loss in coffee quality or
any other damage;

7. . Any other requirements that may be prescribed by the Authority from time to
time.

(h) Qualifications of a Collateral Manager

1. Must be registered in Kenya or a Kenyan resident.
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10. Any other requirements that may be prescribed by the Authority from time to
fime.
d) A commercial coffee miller’s licence

1. Registered company.

2. Certificate of incorporation.

3. Name(s) of officials, ID numbers/ Passport numbers.

4. Compliance with statutory requirements, including but not limited to—

a) NEMA certificate;

b) Occupational Health and Safety Certificate, (OHSA);
¢) Public Heath certificate;

d) Tax Compliance certificate by KRA;

5. A certified copy of a comprehensive insurance cover from a reputable firm
proportionate to volume of coffee handled as per insurance valuation.

6. Proof of engaging services of a coffee liquorer licensed by the Authority.
Establishment of coffee milling facilities including cupping laboratory
subject to an initial written approval and issuance of Authority to Erect the
coffee mill OR lease of a complete coffee mill.

8. Self-declaration of any indebtedness, conflicts and litigations within the
coffee industry.

9. Any other requirements that may be prescribed by the Authority from time
to time.

e) Roaster’s License

1. Applicant’s personal details and contacts (provide copies of National
identity/Passport).

2. Ifapplicant is a company—
(a) A certified copy of certificate of incorporation;
(b) Names of company directors, individual National ID/Passport No.

3. [Ifapplicant is a registered business or company-

(a) Certificate of Registration/incorporation;

(b) Particulars of the proprietors - individual National Identity/Passport No, Pin
Numbers.

4. Compliance with statutory requirements, including but not limited to,

a) NEMA certificate where applicable;

b) Occupational Health and Safety Certificate, (OHSA) where applicable;
¢) Public Heath certificate;

d) Tax Compliance certificate by KRA;
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4.
5.

Any other requirements that may be prescribed by the licensing authority from
time to time.

In addition, where the applicant is a company/society

A certified copy of certificate of incorporation/registration (in the case of
companies or societies.

A certified copy of memorandum and articles of association.
Names of directors/officials.

Pulping station licence

Applicants personal details and contacts.

Individual National ID/Passport.

Copy of title deed or certificate of leasehold of a duration of lease of not less
than six years as proof of ownership or proprietorship and a current certificate of
search or other supporting documents.

Letter of No Objection issued by the mother society, if applicable.

Reliable source of water.

[Attach Clearance letter or certificate by water department, where applicable]

6.

Certificate by National Environmental Management Authority, where
applicable.

A standard pulping station established upon issuance of Authority to Erect such
station by the Authority.

Any other requirements that may be prescribed by the licensing authority from
time to time.

Grower Miller’s Licence

Applicant’s personal details and contacts.

A complete and licensed pulping station for primary coffee processing.
A certified copy of certificate of registration, if applicable

Names of officials, individual National 1D/ Passport No.

Compliance with statutory requirements, including but not limited to; Tax
Compliance, NEMA certificate, Safety and Occupational Health Certificate, and
Public Heath certificate.

A certified copy of a comprehensive insurance cover from a reputable firm
proportionate to volume of coffee handled as per insurance valuation.

Proof of engaging services of a coffee liquorer registered by the Authority or
establishment of a certified cupping lab.

Complete coffee milling facilities subject to an initial written approval and
issuance of Authority to Erect the coffee mill OR lease of a complete coffee
mill.

Self-declaration of any indebtedness, conflicts and litigations within the coffee
industry.
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FIRST SCHEDULE (r----)
AGRICULTURE AND FOOD AUTHORITY

FORM O:

COFFEE IMPORT PERMIT REGISTRATION CERTIFICATE
IN A O LI DO o mrmansioosisianioessontoo 676 8060 AR 6 R R s B IS W A i
Location of Importer : City/Town.................... L/R NO=-=-mmmmmmmmmm e
SIroet. .. v

The Importer is here registered for conducting the business of processed coffee imports--
------------- at  (10CatioN)---==mmmmemmmmmmcmmes QN mmmemmmmmemmem e

The registration is made under an application by --- e
---------------- being the Director of the company.

Interim Head Coffee Directorate Stamp
Terms and conditions
The registration is not transferable
Annual returns shall be submitted to the Authority

Continuous updates of the directorship and other registration details shall be submitted to
the Authority

The importer shall comply with all national and international coffee standards and oth
regulatory requirements in the crops Act, the coffee regulations, the trading regulatio
and other statutory requirements such as NEMA, where applicable.

Any other terms introduced by the Authority
SECOND SCHEDULE
(r.8(1), 12(1), 14(1), 20(4) and 32(7))
REQUIREMENTS AND FEES

A—Licensing Requirements
a) Nursery Certificate
1. Individual National Identity /Passport.
2. Suitable land site for establishment of a nursery.
3. Reliable source of clean water.
4. Accessibility of nursery site for inspection and materials transportation.
5

Applicant to hire or possess nursery management skills /know how.
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FIRST SCHEDULE [ — y

Form N

7.

Name

Stamp

AGRICULTURE AND FOOD AUTHORITY
COFFEE IMPORT PERMIT APPLICATION

Name of Importer (Company)

Principal Office e
Postal Address:...cov i Postal 8707 [ ———

Directors of Importer

NO NAME ID NO/PASSPORT
NUMBER

S
6
7.
8

Declare professional skills of persons engaged (attach profiles)
Brief Company profile

Application for Registration by

Name

Signature

Stamp

Comments by Head of Coffee Directorate

Signature --
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4. The Authority may vary, suspend or revoke a liquorer’s licence issued if the holder
fails to abide with the terms and conditions of the licence.

5. A liquorer’s licence shall not be transferable.
FIRST SCHEDULE (r)
AGRICULTURE AND FOOD AUTHORITY
SELF-DECLARATION FORM

Form M
1. Name
2. Postal Address
3. Mobile number
4. Location -
5. Licence application for: ==--==-mmmmmmmmm e
6. 1/We declare that i/we have pending /no pending (delete as appropriate);

a) Outstanding payments to farmers or other coffee traders.

b) Litigations, disputes, arbitrations, cases of coffee thefts, denials of
licences, revocations, penalties,

c) Status with registering bodies

Declared at

This day of

Before a Magistrate/Commission for Oaths
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4. State Year of  certification by the Coffee Directorate .
(Attach Liquoring licence issued by the Coffee Directorate or an agency
authorized by the Authority)

5. State' Curment Oecupation:. ... ccx:cinsscsbisiadiiss i vsitiuas i

6. 1 certify that that the information hereby given in this application is true and I
commit to comply with the terms and conditions of the licence.

DBt opsumasspimpvpsiopssssrmyepaugiss SIgnatire .o
FIRST SCHEDULE (r. 10(2)(c))
AGRICULTURE AND FOOD AUTHORITY
FORM L
COFFEE LIQUORING LICENCE
Namie of ADDUGEOE ... oouvtaiissmmmis i s s v T
Licence NO.wuvissssiininis Valid fromi. o s vensnumvins s i
Postil Address: oo POStal Cote...ccumaspmm i mmnpmyenissess
BEmail ;oeonasmnsmisumsssmnmsmes s MObIEIIMBEE. . iuasnmvsinmmmnsumstusmaminmss
CORNEY v iisnmnsisins s DR C ORI < oossivmsssesimsmsmmammnssempmmsiansissmin
Ward. ... Street/road ...
Principal OffiCe. ......oviui
L R NG PIOt INO....couineiireeriansiineaessnesanstanssnsmsammsirarmosssssssssosssssasssassssssssnsssnssosssssass
Mi/Dr/ProffMis/SInESG/Other. .c.on s mnnmnnnrsam T e

Is hereby authorized to offer coffee liquoring services for quality control, coffee milling,
roasting, or any other authorized trade in Kenya.

Issued by:

Signature...................... Date ................ooo

Head Coffee Directorate

Agriculture and Food Authority

Subject to Terms and Conditions:

1. Liquorer shall undergo a certification process by the Authority.

2. A licensed ligourer shall comply with the Coffee Industry Code of Practice and
Standards.

3. A licensed liqourer shall allow free access to the premises by the inspectors
authorized by the Authority and the county government.
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Parchment 3/
Lights

Buni

10. Average payments for husks in the last three years (KES)

Year KES PER TONNE REMARKS
1
2
3

11.  Average payments for sweepings in the last three years (KES)
Year KES PER TONNE REMARKS
1
2
3

12. Other support services offered (state with cost)

NO Services Unit Cost of Comments
service
(Ksh/Unit of
measurement)
1
2.
3.
4,
FIRST SCHEDULE
(r.8(1))
AGRICULTURE AND FOOD AUTHORITY
FORM K
APPLICATION FOR COFFEE LIQUORING LICENCE
1. IName of APPHCRDL: ..covviivimisimsivarirasnmrsmrsimsnrssrvemmnasevs doorsraasansons
2. POBIAL AGBIEBE - vnsvvsnmss s s ey s b oV b s S A S R e D
3. Registered address ... Bulldiig. .. covonaninunsosmunssa

B SUHEEL. .. s dsis s S L T e

b.
. MODBIIE NO. ottt
d.

Bl cononsapsen moisusemms SEs e s s sy s sas b iR s seatss s
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FIRST SCHEDULE (r22(14)}
AGRICULTURE AND FOOD AUTHORITY
Form J

CRITERIA FOR COMPETITIVE SOURCING OF A COFFEE MILLER BY
COOPERATIVE SOCIETIES

(To be forwarded to minimum of three millers. The miller(s) to complete and return
the form to the society within the agreed time)

1. Name of miller-----=s=m-meeeeoeeeeee

2. Location of mill (estimated kilometers from grower)
County
Town/City. ..o
Postal address........................... postalcode...counuiiinciisivesinii s v
Mobile number... ...oovsamnsis Email...coovsnmisnansmmmansamsss

3. Valid Licence by Authority (attach certified copy) .....................ccoevvn...

4. NEMA certification (attach certified copy) ..................cccovieiiiiiaiiininn..,

5. Coffee exchange clearance (attach certified copy) ............ccoceoveeceevaeen..

6. Other certification held (attach certified copy) ..............................ccee...

7. Relevant  association  membership  (attach  copy  of  evidence)

8. Core Services offered:

NO Services Cost of service Comments
1.| Coffee milling per ton ----USD/Ton
2.| Coffee handling at mill per | ----- KES/Bag
60 kg bag (Where
applicable)
3.| Sorting per ton (Where | ----USD/Ton
applicable)
4.| Transport (Where | ----KES/Bag State if credit is
applicable) available
5.| Export bags (specify type) ----USD/Bag
6.| Warehousing charges beyond | ----KES/Bag per
the grace period agreed day

9. Estimated milling losses....................cooeiiiiin..

TYPE 3 YEARS AVERAGE | REMARKS
MILLING LOSS

Parchment 1

Parchment 2
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| 257 1 ;1] EES———— Mobile NHMDEE: ....ovvvsimm sz imsiegs
11. Name of Certification scheme
(8 )i ccnnnsunsisimsssrimsaisimtassine s s 8 S5 TR

12. Components of certification Scheme (include the core components and
other services)

8) BT R T R e G

€) e S R T B R S e e

13. Cost of Certification scheme(s) services and other related costs, specify
below: -

NO | Type of Service Cost(Ksh/USD), if any
1
2
3

14. Certification Body Technical and management staft skills

(Please specify the technical staff and their technical competencies, attach
CVs and copies of certificates)

NO Name Qualifications
attained
1.
2.
3

15. Certification scheme benefits (Specify)
Prepared by:
Authorized officer’s name ................ Designation. ... uuivevss ssersamsnss
SIENAMAIS. <o visnvminmmsssmmimen s Date......ooovviiiiiiiii

Stamp
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FIRST SCHEDULE
AGRICULTURE AND FOOD AUTHORITY

FORM H2:

DEALER REGISTRATION CERTIFICATE

Name of Dealer. ... ... e

Type of Dealership..........oooiiiii e

Location of Dealership: City/Town.................... L/R No ---

2 vy R R A N

The dealer is here registered for conducting the business of- at
(location) --- on --- --(Date)

The registration is made under an application by ==---semeem s

----------- being the Director of the company.

Interim Head Coffee Directorate Stamp

THIS IS NOT A LICENCE FOR CONDUCTING BUSINESS

Terms and conditions

1

The registration is not transferable

2. Annual returns shall be submitted to the Authority and the respective county
government

3. Continuous updates of the directorship and other registration details shall be
submitted

4. The Dealer shall comply with all national and international coffee standards and
other regulatory requirements in the crops Act, the coffee regulations, the
trading regulations and other statutory requirements such as NEMA.

5. Any other terms introduced by the Authority

FIRST SCHEDULE
(r19(2))
AGRICULTURE AND FOOD AUTHORITY
Form I

CERTIFICATION BODY NOTIFICATION
9. Name of Certification Body
10. Principal Office ------------eemem-

Postal Address............... Postal Codé..qoznn Building
Bireet. ..o, Town/ City..couuvasissnzenis L.R. No
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FORM HI:

FIRST SCHEDULE
AGRICULTURE AND FOOD AUTHORITY
APPLICATION FOR REGISTRATION OF DEALERS

Name of Dealer (company)----

Principal Office ---- s

Postal Address......... Postal Codp.cucvvasiacniins Building......coovsvinviin
Breet...ccomnviamminisini Town/ City.......ooeveene. LR NO....ooooiiine,

Specify type of dealership/Service

Category Tick as appropriate

Warehousemen

Miller

Roaster

Import Permit

Buyer

Independent Cupping services

Directors of dealership

NO NAME ID  NO/PASSPORT
NUMBER

B | =

4.

Declare professional skills of persons engaged (attach profiles)
(warehouseman, liquorer, agronomist, engineer, if other professional
specify)

Brief Company profile

Application for Registration by

Name

Signature

Stamp

Head of Coffee Directorate

Name -

Signature --------- )

Stamp
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FIRST SCHEDULE (r17(3))
COUNTY GOVERNMENT OF
Form H

COFFEE GROWERS NOTIFICATION TO COUNTY GOVERNMENT AND DIRECT
SETTLEMENT SYSTEM PROVIDER

Planted or uprooted coffee

L. INGDIE OL the SIOWET .. covimnmns v s s s e iy
2. Grower Code.....o.ouiniiiiii
Category of grower (Tick as appropriate)
Cooperative [ | Association[ ] Estate[ ] Other[ ] specify

4. Location of Grower

County.....oooooviiiinininnnn, Sub-County............... Ward.................
Vil age RoOad : covviiivmss i dns i i o asian b iisinns st e s s
Contact: Postal Address.................... B-mail...coviviiinerms o s
Mobile Number: ..o

5. Change of Acreage

NO |[Name o|ID/NO [Membership |Acreage |[Number|Acreage |[Number|variety |[Remark

Farmer Number Planted of trees Uprooted of trees

S W7 =

6. The following contracts of service provided to the grower are attached for purposes of
the Direct Settlement System record:

7. The following are the outstanding liabilities payable by the grower to service
providers through the Direct Settlement System and the supporting documents:

(1)
G
Prepared by:
Name of authorized person.............
Designation . .o

SIGNRNNE. oo SAMP...oii
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FORM

Valditypenod .. . .. .. . . . + eeeeeen.Oniginal for
movement

am./pm. Expires (Time) .. ....... .coiiin it i, On
{Date) .

Booking slip
No.. .. e« .. . . . . . . .. . Bearer.. . e e

Mark

Is hereby authonzed to move the undermentioned goods from......... .. ........ ......

to (specify)destination) .. .

Lommy/Wagon
RegNo(s). . .. .... . . . .. . . . .. e e e e S

ceeeeneeneeee. DY rail/road a distance of. .. . ... kilometres,
Description of goods (Cleant, Partchment/buni)........ccocviiiiiet creeiiiiiees cvreveeneenas
Name(s) of driver(s) . .... ... .. .ooeeiiinren « . . SOV TUTPOTUO PPN
This permit is not valid
between 6.30 p m and 6.30 a.m.
*(Delete as necessary)

Collected by... ............. .. .o oL ID No . +e+ +e. . . Mobile No.
suedby. .. ........ C e e e e e

Signature .

Designation. .. . .. .. . . . . . . . . e e e e

Official stamp

AUTHORITY /COUNTY GOVERNMENT
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DesIgiation:innrenumivnavsiras
SOt e cvevsmu s s
LB 1 A
ORI a5 v o ipy o s s R SR
8. Licensing requirements shall be as per the Second Schedule of these
Regulations.
AGRICULTURE AND FOOD AUTHORITY
FORM G1(B) r 10(2)(e)
WAREHOUSEMAN'S LICENCE
THIS LICENCE is granted to..........c.ccovvievininnenn of PO BoX. s
and anthonzes the said..ossmepspssmnmass e to offer professional
services to Coffee warehouse owners /operators in the Republic of Kenya for a period of
one (1) year from the ...................day of ...
................................. dayof.................coeeeenene.... (both days inclusive).

THIS LICENCE is issued subject to compliance with the requirements for approval and
the provisions of the Coffee (General) Regulations 2019 currently in force and the Rules
made thereunder and to such conditions as are stipulated herein.

The warehouseman shall maintain professionalism at all times.
THIS LICENCE is not transferable.
ISSUED at Nairobi this ............ dayof ..........ooeee 20

The Chief Executive Olffice
Agriculture and Food Authority
Subject to terms and conditions:

1. A warehouseman shall not engage in any business that is contrary to the
provisions of the Coffee Regulations.

2. The warehouseman shall comply with the Coffee Industry Code of Practice and
Standards.

3. The warehouseman shall allow free access to the premises by the inspectors
authorized by the Authority or county government.

4. The Authority may vary, suspend or revoke the warehouseman’s licence issued
if the holder fails to abide with the terms and conditions of the licence.

5. The warehouseman’s licence shall not be transferable.
FIRST SCHEDULE
(r.15(8))
COFFEE MOVEMENT PERMIT

Berlal NO. ...



. 470 Kenya Subsidiary Legistanion, 2019
N ' o }
(Bags are 60hgs net'weght): ' o 1 ' "
Preparedby, ot
Authonzed Officer's DADIE! 1. b vecenvenis srenecdieness + biciens piveany
Designation.” 2 '...-io0 L L. L e i : L
Signaturc....‘.b.l...a...;‘:'..,.l.‘.‘....‘..,...“...:;.,...I.I.:...I:‘.....;.[l...".i._....: o l‘ " .
Stamp ! a
! RTINS T s " s ,
- GmcuLTqiiE ANB FOOD AUTHORITY
FORM Gi(ay - . oo e vt rl0f2)(e)
APPLICATION FOR A WAREHOUSEMAN S LICENCE '
Name of applicant . B ‘ ’ " , Jli
1  Nature of application . Lo
New | ] Renewal [ ] .
2 Postal Address..,. .....;. .o qerenyare ... Postal Code.
3. Registered Office..................... ... Buwldmng .. . .Street..
Town/City......coovvnees o s LR.NO.. i« e,
Mobile
number.
E-mail....c.ooino ,
4. Date of Incorporation (If
applicable). ... .. .. . ..
Registration No .. .. ... i rer i see rees .
6. Full Names, Address and Occupations of the Directors.
Name Address QOccupation
Co
b) + e .
= '

7. I certify that the information hereby given in this application is true and 1
commit to comply with the terms and conditions of the licence.

Name of authorized officer .
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County Executive Committee Member
Responsible for Agriculture
Subject to terms and conditions:

1. A warehouse owner shall not engage in any business that is contrary to the
provisions of the Coffee Regulations.

2. A warehouse owner shall maintain a record of all transactions undertaken and
avail them to an authorized officer of the Authority and county government.

3. The warehouse owner shall submit their warehouse returns to the Authority and
county government on a monthly basis.

4. The warehouse owner shall comply with the Coffee Industry Code of Practice
and Standards.

5. The warehouse owner shall allow free access to the premises by the inspectors
authorized by the Authority or county government.

6. The county government may vary, suspend or revoke the warehouse owner’s
licence issued if the holder fails to abide with the terms and conditions of the
licence.

7. The warehouse’s licence shall not be transferable.

FIRST SCHEDULE (r8(4))
COUNTY GOVERNMENT OF

FORM G3

WAREHOUSE’S MONTHLY RETURNS

1. Name of WarehOUBSHIRN. ......conuis svavosimssssrmssiasss s svis s s s ey

2. Physical
TV V17, T NENND USRIt TIPS N S WSS A A 10, ' RO o S
Postal address ..........c.coveviiiiiiiiiiiinnn. Postalcode............covvvvvininninnns
4. Licence NO.coiiiiiians Authority’s
Code....oooovvvvnnennnn Bl ....os e nsnisniniams
Mobile number..........
6: (Crop Yok, . oocoiivvinisssins Month
Name |Stock B/F Stock Received (In ) [Stock Released ( Out ) Stock C/F Remarks
f
(()Iliem No [Poc |Net |[No |Poc Ncl‘lMov No |Poc |Net [Warran|Move [No of  |Pocket |Net
/Com of [kets (weiglof |kets (weigleme [of |kets |weiglt No |ment bags s weigh
peny bags ht |bags ht |nt |bags ht permit t
per No. "
it (kg)

No.
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Town/ City...coovvveeriviiin e, LR NO.....ooo i,
Mobile

Date of INCOMPOTREION. ........iie ittt e et
Registration No..........ooiiiiiiiiiiiiiiie s
Full Names, Address and Occupations of the Directors:

Name Address Occupation

8. 1 certify that the information hereby given in this application is true and [
commit to comply with the terms and conditions of the licence.

Name of suthorized officer...............
Designation.............ccooeieiiiinninn
Signature_.........oooiiiie
Date
SMP.....cooiiii
9. Licensing requirements shall be as per the Sccond Schedule of these
Regulations.
FIRST SCHEDULE (r.1002)(b))
COUNTY GOVERNMENT OF
FORM G2
WAREHOUSE LICENCE
[HIS LICENCE is granted to..............cooeeeenrnnee of PO.BoX.......ccoovvvvvivinennn
and suthorizesthe said............cooeiiniiniiiiiiii to conduct the business of
a Coffee warehouse in the Republic of Kenya for a pcnod of onc (1) year from the
veevnernerrrerannnsdBY OF i B0 day
Of et ({both days inclusive).

THIS LICENCE is issued subject to compliance with the requirements for approval and
the provisions of the Coffee (General) Regulations 2019 currently in force and the Rules
made thereunder and to such conditions as are stipulated herein.

Warchouses, whether owned or rented, used for storage of clean coffee or hulled bun!
shall comply with international standards for clean coffec warehousing.

THIS LICENCE is not transferable.

ISSUED at Nairobs this ............ dayof..............o 20.........
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FIRST SCHEDULE v by (#21(5)) .
v 652 COUNTY GOVERNMENT OF *.............. L e
COFFEE ROASTER’S MONTHLY RETURNS “ ‘._
FORM F3 i K s
ml. Name ofCOffee roastcr...‘ ...... ............ ..... s 'I{ ..... -
2. Address: POStal.............co..ooveeereerre.n. Email....................ccconiinn,
3. CoffeeYear......,_......‘._.I._.V ...... e s ,:.Mont}l..,li...._...._.. ....... ..........
s
Source of coffee Grade (AA, AB, E, PB, | Quantity (kg)
| C, T, TT, MH, ML, UG, ‘
.SB) TR
Auction :
| bos Others_‘(ks‘pec@tradef) it e ~tat =it
(IO et catitormbitsimoo berserrmvot-orb—siw vl ot ot
5. Balance brought forward: Cleaan ...........................
Roasted.........oooolooeveenrreee Koo,
6. Total Roasted.......................... SOT e K
B AlEE R i A e o Kg ;
7. Balance carried forward: Clean........................ St L Kgs
vt olubatnd banose At a2 gl eted ... Rl e - O
Report prepared by:
Sokivorizeed OTNCOT B OABNS. . vov vy P T R T S AT p e
Signature. ... ......oooiiiiii
DO ... siii s oo o v T e e
FIRST SCHEDULE . ot batrgrn 3i 3331 AN
i) 1 21> \COUNTY GOVERNMENT OF btz 1Al GRS
ot ST RGRMGE e
APPLICATION FOR'A WAREHOUSE
LICENCE
I. Name of applicant ..........ccooeivuiiinnnnn. ot it L
2.. Nature of application:
New [ ] Renewal [ ]
3. Postal AdOress: oot Postab Cadelt !l ik nonin Ll
4. Registeted OFICE: ....qomivisminisviin Building....cvoovmmnamn SHESt. oo crumann
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FIRST SCHEDULE (r 10 (1i{d))
COUNTY GOVERNMENT OF
FORM F2
COFFEE ROASTER'S LICENCE

NAME s L i e e s e
Licence No. .. .. . .. vr e o RO#ster’s Code Lo ;
Valhd from ... - RUPIPRUIN + F PR I
Postal Address.... . . .. wie oo . .....Postal Code........ FETTTR— pererrearine
E-mall............ . ..... . .. .,......Mobile number............ verate ae S,
County... .. .orrreiiiiennnn, SubCounty........c.ccoot it i

ard... .. e, - o vithige/road/street
L.R.No. /Plot No............... O TSI

Is/are hereby authorized to huy clean coffee locally, roast/grind and psckage for sale
Issued by: ‘ ! BRI - : '

The CEC responsible for agriculture

(or authorized County Officer’s)

Name. . ......... Designation........
Sigmature................ .. ..... Date....cooovvviiiiinin e,
Stamp: J

Subject to Terms and Conditions:

1 A licence holder shall submyt :their trading returns to th: respective county
government and the Authonty on a monthly basis.

2. The licence holder shall comply w;th the Coffee Industry Code of fuctlce and
Staddatdd” " -

The licence holdcrs shall alIow free access to the prem1ses by the inspectors
authorized by the respective county governments and the Authonty -
Ve '
4. The county govemment may vary, suspend or revoke l’.hc cof‘fee ro:ster s hcence

1ssued 1f the holder fxils to abide with the terms and conditions of the licence.

5. The coffee rohster”s Yicence shall not be transferable. A N

- i . B [
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FIRST SCHEDULE (r8(1))
COUNTY GOVERNMENT OF ......cooiviiiiiiininnnnn. )

FORM F1

APPLICATION FOR A COFFEE ROASTER’S LICENCE

1. Name of Applicant.............cooiiiiiniiiiiiiiiisi

2. Postal Address = ssesssnesseissessessiveiiee Postal
Code..co cvissaiisisssmmsvamgs

3. Registered address ...............ccooeiiiiininnn, Builditig. .. ccouvvsivimniimn

B SHBEL . o iiouesissursininsryusnnat swnses i snmmensbu sas basspor s sttt £AEuLobE
B, TOWBCHY. . ciiinnivsasisimming LR WO wvivinniumnindaditvsdsade i
€. Moblle NO: ...civiviriiineiivorininsasnonnessnsnsssussvisatsisssgearisndssinaaiiag
G BARRIL cisiniinisvsimn sovavmamnmvssssnnemtsssssasssasnonsosnpenssasbosssnsnssss
4. Where the applicant is a company
a) Name of COMPANY .......ccoeenivriiiiiiiiiiiiiiiinrraeaeeiaeaaes
b) Date of INCOrporation ........cc.covrieierrinarirecnsennddileadliindin
0) - Boghtrabion NOu.....coociviiviivrsssiverienionivaiidsvnsadviblidbe dodsnnsaivesa
5. Full names, addresses and occupations of the directors:
Name: Address: Occupation:
1, cmemmmmmmcms sscesuassmmemsemme esssgepeseces
2. mmmmmmmmmmmmmmmmen mmmmmmmmemeeeeeee emmeeeeeeeeeee
O
6. Branch Office(s) if any
a. Postal Address.............cooco.. . POStal cOdennnnniiiiniiini
b Builing .coooaaniaiapnssisress 2115, A ot
c. Town/City......oovvvvvniininnnnnn. ERINO. e il it eaieian
.,  MOobile NG.usssissi s e.E-mail ...

7. 1/We certify that that the information hereby given in this application is true and
I/We commit to comply with the terms and conditions of the licence.
157 T P ey
Name of DIrector..........oovvviiiiiiieiieieniaiinienn, SIENEHIE viricicinvai:
Name 0f DIPOCIOE., o .cvvvsssssssnsaiseninressnsaasparsrsnns Signature .............ceinee
Name of Director........covveiuiiiniiiiiiiiiiiinenininn, SIGOAtITe ey

8. Licensing requirements shall be as per the Second Schedule of these
Regulations.

9. Name, Address and mobile number of the owner/authorized officer:

B, N oo o s S R s G R S SR A e s W v
b. Physical Address ............ccooivviiiiiiiiiiii
€. MObile NUMDET: .ottt e st iaeas
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FIRST SCHEDULE (r.21{5))
AGRICULTURE AND FOOD AUTHORITY
COFFEE BUYER’S MONTHLY RETURNS

FORM D3

BUYER'S MONTHLY RETURNS

Name of BUYET ....ovvieneieiiiiis s s+ esbinrrerenanans

Licence No. .............co....... Buyer'sCode.............. ... .Email ..... ol

Mobile number............... s L

Coffee Year .. .....cocvvviivt vrvvrvvinemeeeeen Month L

Type  of\No of bags/ Pockets(Kgs) |Total WeightiCO No/
coffee Others (specify) {Kg.) Licence Nof
Opening (b/f) Stock {Clean
Roasted
Auction Purchases |Clean
Post-Auction Clean
Purchases
(Specify Buyer)
Imports Clean
Roasted
Exports Clean
Roasted
Local Sales Clean
Roasted
Closing Stock Clean
Roasted

Prepared by:

Designation............coevvenenniann. Date ... ivciie i
Stamp
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FIRST SCHEDULE (r.10(2)(e)) .
AGRICULTURE AND FOOD AUTHORITY
COFFEE BUYER’ S LICENCE

FORM D2

INBIYE OF BOVEL. ovvuiecsanssurmss s s s i Vs s s sy S o e S S P AR 3
LicenceNO. ..o DRYEES COQ0t st i
NVahid frOM. oo siviimmisvssessammsanimsscovsnsd to

Postal Address: .......... Feeriaererasnirarasaenas Postal Code..........oooevviiiiiiiiiiicinnin
Email ....ooooviiiiiiiiiii, Mobile number.................cvviiiiiia,
COUBLY. o iovuvsoiivenenssipnisiinisgan oy €e s oo BUD COUMEY . covvtivniviniiniiiiensiainingsseses
Waiid: sviytavesied VORI Tl Bhoy o SUBBUTORA e T

i JA 0l DT VPIECY: U RO L U005 T YA L UL MO ) 15 PSP

Is hereby authorized to buy clean coffee only at the exchange for export or local sale or
value addition or to import clean coffee for secondary processing in Kenya (tick as
appropriate). ' '

Issued by:

Signature.. ................. b e Date v esTas ven vee ans aes enp axn A P ces
Head Coﬁ'eé Directorate -

Agriculture and Food Authority

Subject to Terms and Conditions:

I. A licensed buyer shall submit their trading returns to the Apthority on a monthly
basis. - '

2. The licensed buyer shall comply with the Coffee Industry Code of Practice and
Standards.

3. The licensed buyer shall allow free access to the premises by the inspectors
authorized by the Authority. ' o

4. The Authority may vary, suspend or revoke the coffee buyer’s licence issued if the
holder fails to abide with the terms and conditions of the licence.

The coffee buyer’s licence shall not include authority to engage in direct sale.

6. The coffee buyer’s licence shall not be transferable.
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. (c) local value addition, or
(1) import clean coffee for secondary processing in Kenya

12. (tick as appropriate)l/We certify that the information hereby given in this
application is true and I/'We commit to comply with the terms and conditions of
the licence.

Date... ... .. ... e

Name of Director........... e e e Signature ............. ... .
Name of Director ................... . .« .. el Signature ..... ... ..........
Name of Director...... e e e Signature .....................

13, Licensing requirements shall be as per the Second Schedule of the Regulations
14. Authorized Officer

N, . . . i e s

{Where appropriate)
Endorsed by-
The Head of Coffee Directorate



Kenya Subsidiary Legislation, 2019 461

FIRST SCHEDULE (r8(1))

AGRICULTURE AND FOOD AUTHORITY .

FORM D1

@° N oo o

10.

11.

APPLICATION FOR A COFFEE BUYER’S LICENCE
Name of applicant...............ooeviiiniiininnnnn.
Nature of application:
New [ ] Renewal [ ]
Postal AdAress = . | sesinssssuaestesRsssie Postal

Registration NO.......ouiriiiiiiiiiiiiiiiir e

Phyaion] AGHIES .....cocuciiuismuivinvrmensisviosssssnsssyiiiveseesesrsnsessseds
Location of the principal office.........ccccoeiiiiiniiniiiiin
AAGIOBE . ivussues sumsss i s s e s s S Ve SR b A s

JX 08011 = 1101110 =) S

Full names, addresses and occupations of the directors:

Name: Address: Occupation:
DU ——
R
K e s Lt
Branch Office(s) if any
AAOPOBE s v snnvissinsissivisssisssisnsssvinsnsncas sn sxann o i sinns
Building ....ccoconrvuenensrenivneees SO covieiiiiiiieein i erenenenihpaen
Town/City.........covvnnnnn. LRNOL L
Mobile OMMBOL .o iiasi,iisnnrssiessissssssbsismiviss i amn i is

Bmiall oo o siisinis saaaaiivsa v v

I/We are seeking a licence to

(i) buy clean coffee at the exchange for
(a) export;

(b) local sale,
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FIRST SCHEDULE (r 22(10))
FORM C6
COMMERCIAL MILLER MONTHLY RETURNS

Miller S NRITIC. .. ..ovviiiiii it e e ieae st it atiie st craainaniresrra e ernern s
Miller'sCode.........oo cviiiiiiininns License No...oooeiiiiiiies e

Postal Address:............cooooee it Postal Code........coovnvinininnninnn,
Email ..ooooiniiiiiiiiiiieee i Mobile number..........coeeniiiiiiin
County......ccevvnvrnnnnnn. Sub-county ..... ...coeveniien s
Ward......coooiiees Village/Road. .......... ... ..

LRNO/PIOL co.iiiiiis ceivieriiien ccisiaens
Coffeeyear...........cooooviiiiiiiiins i Month.......... cooive
Grower| Grower| Cut Parchment CLEAN COFFEE Bum

pim2[e[T/|a A [P {HAT |15 [U | Tota] Millin | M MEoul tiin

Totals

Monthly Sweepings In Kg......... .. oo
Milling Charges per Tonne (where applicable) ...................c.ccoiiiiiiiinninien,

Transport charges (where applicable)
Sorting per Tonne (where applicable)
Other charges (SPecify)......cooviriiiiiiiiiiies

Prepared by:

NBIE. ... o Designation.......... ...........

Signature... ..... .oooiivinnnnnnns DBl
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FIRST SCHEDULE
FORM C5

GROWER MILLER MONTHLY RETURNS

(r.22(10)))

Miller s NSIBE. . .o se s i e R R S TR S R T

Grower Miller’s Cods.. ...occvuanimsivissssisvinion LAcEnae M. ocisimsmvsaiivniasisi
Postal Address...........ooovvviiiiiiiiiiiiiieinnns Postal Code. .. ammvims sy

Email . ... IV DL OOAENEIE v ssssimsn s e s N TSR

County............cccceceeeeeno.....Sub-county

Ward......ooooiiii e, .....Village/Road..-....................

Grower | Grower| Out- | Parchment CLEAN COFFEE

[ty - |P1{P2|P3|T/P |AA [AB |PB|E| C| TT|T|SB|UG| Total
(| cc

Milling
loss

MH

ML [Total
lean

uni

Milling
ILoss

Total

Monthly Sweepings in Kg.....voovvveevec ANHARS L il i 8w 0 i
Roasted Coffee Returns ....... IV e

Coffee sales returns

() LOCALvnere poel AT, SOy
(ii) Exports ............. e 11 e AN S Y N S A AN

Prepared by:

SIgBAUre’ ..c.cvvvi sivvseiesn

Stamp

Dale
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FIRST SCHEDULE - : (r.10(2)(a))
AGRICULTURE AND FOOD AUTHORITY =~

FORM C4 " COMMERCIAL MILLING LICENCE

DBV . i s st e 5 S T ST 46 o ST

License No Authority’s Code.......cooorvomrrrereennne,

Valid from........coocoooiiiiiiiicceee to o

Postal Address...........coovviiiiiiiiiiiie. .Postal Code............................

Email ... Mobilé number...........cco i,

County........cooeveennn. Sub-county o R ok R L

Ward o i h e v 1llage,’Road .....................

ERNGL.

Is/are hereby authorized to operate a mllhng plant as a commercial miller al ...... to mill
coffee and prepare such coffee for sale. 3019 0ed. 50

Issued by: ! i el g ihi : Vel o pdurnd o
CEC or Authorized Officer

Designation 3100 rwo oluq !

SIERAtUre. i vosvsviiii Date ovviivamyg i

For: County Govemmem

484

Subject to Terms and Condmons

I. A milling licence holder shall submit their milling returns to the Authority and
County government on a monthly basis.

2. The milling licence holder shall comply with the Coffee Industry Code 'of Practice
and Standards.

3. The milling licénce holder shall allow free access to the premises by the mspectors
authorized by the Authority and county government .

4. The county government may vary, suspend or revoke the milling license issued if
the holder fails to abide wnh the terms and conditions of the llcense

5. The mlllmg licence ho]der shall provide to the Aurhonty and-county government the
milling tariffs for the purpose of pubhcation a month before the commencement of
the coffee year.

6. The milling licence shall not be transferable.
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FIRST SCHEDULE (r 10(1)(c))
COUNTY GOVERNMENT OF.........ccocoueee.
FORM C3
GROWER MILLER LICENCE
NEIB o iuiini b s e e e s AN e T ARV IR s R TR R S0 A B EORRN R RE L E S h SRV s s

LiGanas No. ..o aviinniisevimas ADority s Coas. . ounnnnnisusssniiaiiiiisg

VRHA B ociiinaiininimiiimimsssisaennss el v 5 oo oap s ss IS Ao Is S A S S U F R o T

Bl oconnineonisavaimnaei Mobile pumber,, .. vuvin s
DO ovucivnvimsiiiiisiisininion s SUBSOREAY ..o vivinnmnies
Ward..........oovvvviiiiiniiicieieneneeeeeneenG Village/Road.
LRNO/PIOt. ..o
Is/are hereby authorized to operate a milling plant as a grower miller at............ to

(tick as appropriate)

[ 1 pulp own coffee

[ 1 mill own coffee

[ ] market own coffee

[ ] roast/grind and package own coffee.
Issued by:
Issued by:

The CEC or authorized County Officer’s HOTRE e sy
Designation.........cmnnminiinminssissin

Stamp:
Subject to Terms and Conditions:

1. A licence holder shall submit their milling returns to the Authority and the respective
county government on a monthly basis.

2. The licence holder shall comply with the Coffee Industry Code of Practice and
Standards.

3. The licence holder shall allow free access to the premises by the inspectors
authorized by the respective licensing authority.

4. The county government may vary, suspend or revoke the license issued if the holder
fails to abide with the terms and conditions of the licence.

5. The licence shall not be transferable.
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FIRST SCHEDULE (r8(1))
FORM C2 COUNTY GOVERNEMNT OF
APPLICATION FOR A COMMERCIAL COFFEE MILLING LICENCE

1. Name of applicant......................oenen.

2. Nature of application:

New [ ] Renewal [ ]
3 PORBL ADRPORE! ....o.voiinosivinisinuvanissiivviiis Postal O o adlll 0,
%, BMEL...ocndtuaidtiiatiiiG Mobile number........... o0 NG W
5. County s I BUBNCORILY Loty v b
B Ward..........coimminsinininnisivesss VEIBEOIOBE, [ ocooviviiviiamsniiiivintinas tansnaia
7! LR No. FPIENO...c.cciivicrivimiassssisissrisinsisavime sbdadsasearsnns
8. Where the applicant is a company, co-operative society, association or society,

supply the Authority with:

(a) A certified copy of certificate of incorporation/registration;
(b) A certified copy of the list of directors/officials.

(c)) A comprehensive insurance policy

9. Application is made for a coffee milling licence in accordance with the particulars
given above, which are hereby certified to be correct by the applicant(s): -

10. Milling capacity:-

¢) Parchment....................ccevnee. tonnes per hour

d) Bufi......ocooeiiiiiiiiiiiiiiaa tonnes per hour

11. Mill certification (if AnY): ....c.covvriniiiiiiiiiiiiii s

12. Application is hereby made for a commercial coffee milling licence. The
particulars given are hereby certified to be correct.

Applicant Signature.............ocoviimniiieiiin
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(a) A certified copy of certificate of inco;porationfregistration:
(b) A certified copy of the list of directors/officials.

9. Application is made for a coffee grower miller licence in accordance with the
particulars given above, which are hereby certified to be correct by the applicant(s): - . -

NS .o o sei Sighied...ooniinsimma DIBEE. qecc o e oy
NAINE. oo ecsvvpssvimiisrvissyiys Signed. ..o s L
NAIME.. . ooonumvamnammimamiim i Signed.. .3 5erps masie L7 P o o

10. Milling capacity:- _

a) Parchment............... spesmriedys .. tONNES per hour

b) Buni.........oooiiiinnnn. e W tonnes per hour

11. Mill certification (if any): ...... bR 5m i et remns TR ST

12 Application is made for:-
(tick as appropriate) ; (TR
a) Milling own coffee i & ]
b) Marketing own doffée’ et eapu |
¢) Roasting, grinding/packaging own coffee [ B
12. Application is hereby made for a coffe¢ grower miller licence.
* The particulars given' aré Hereby certified to be correct.

n

Applicant Signature
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FIRST SCHEDULE
(r.21(5)
FORM B4 COUNTY GOVERNMENT---------mmeeeeeee
PULPING STATION LICENCE
ANNUAL RETURNS ON PRODUCTION AND SALES
Cogperative SOCIety: .cooasinimsii Grower' 8 Cotlsi iy
CropYear...........oceceveevieneeeeee . FACTORY NAME Lo,
COFFEE SALES

Factory | Coffee Production| Clean | Gross Net From| Factory |Rate Per Kilo% Pay Onl
Name |Type (Kgs) Coffee |Sales miller or] Expenses | Cherry (Kshs) | Net

Kshs broker(Kshs.
(Kgs) ( ) )

CHERRY
MBUNI
CHERRY
MBUNI
CHERRY
MBUNI
CHERRY
MBUNI
CHERRY
MBUNI

FIRST SCHEDULE (r8(1))
COUNTY GOVERNMENT OF..........
FORM Cl1
APPLICATION FOR GROWER MILLER LICENCE
1. Name of applicant............................

2. Nature of application:

New [ ] Renewal [ ]
3. Postal Address: ... Postal Code .........ccceevvnrnnn.
4. Emtilsempammeminmaionesesst MObile IMbEL: coimsrman st
5. County srermnssugn s DUDECOUNIY o pnmmn s R
B Ward...oocuinsmnasnanms: YIBEVIOE . voommmmansinnsimssniim s
Tk LR INO S PLOE N Qcwsinammivsugms v snpassmmss s e s s s sy s s s s s gudes

8.  Where the applicant is a company, co-operative society, association or society,
supply the respective County government with:
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3. The pulping licence holder shall allow free access to the premises by the

inspectors authorized by the respective licensing authority.

4. The pulping stations shall submit their pulping returns to the respective county

government on an annual basis.

5. The county government may vary, suspend or revoke the license issued to any
person if such person fails to comply with terms and conditions of the licence.

6. The pulping station licence shall not be transferable.
FIRST SCHEDULE
FORM B3 COUNTY GOVERNMENT
PULPING STATION LICENCE
ANNUAL RETURNS ON MEMBERS

(r8(4))

ociety Nam JI/D.N[Sex [Area (acres) under |mature trees (over [New planting Status
Name-------- eof o M/ poffee 3 years) under 3 years) Active/
Fmmmme Farm IF) [Dorman
Factory er It)
name---------
Member No.

ull lional tiays ju fional pn frs fu
n Il 1 jal

uir [TraditBa Othe [Rui [Tradit[BatifOth RuiLTrad BatiaOthe
ition n rs

Total
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OFFICIAL USE

Issued by

TheCEC or authorized County Agriculture Officer’s

Name...........ooeene Designation.........

SIgnature . oavarammuns DEE oo mvaissinnnsasiiin

Stamp:
FIRST SCHEDULE

(r .10(1)(b))
Form B2 COUNTY GOVERNMENT OF..........
PULPING STATION LICENCE

Vahid from ..o s 0 T
L 1 ! Grower s Code s o

2. Contacts:
POStal AdAress. ..o

Telephone: ... e
3. Location:
COUDLY, .o imannss Sub County.: e
Ward:.coamnmsannans Village/Road. ..ovimvsiussaniuis
Name of farm (where applicable): .....coovavasinimmiiwisisaas

Is/are hereby authorized to operate a factory for the pulping of cherry and may undertake
hulling of own parchment or buni.

Issued by:

The CEC or authorized County Officer’s name................... Designation.........
SIEANMITE . oo onivvu s i mns I

Stamp:

Subject to the terms and conditions:
1. This licence shall be only for pulping own coffee.

2. The pulping licence holder shall comply with the Coffee Industry Code of
Practice and Standards.
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FIRST SCHEDULE

(r8(1(1))

Form B1 COUNTY GOVERNMENT OF......

APPLICATION FOR PULPING STATION LICENCE

1. Name of Applicant: ..o, (Individual/organization)

2. Postal Address.............coooiiin, Postal Code.......cooovvniiiiiiii,
E-mail........oooo Telephone...

3i O siiisiinn s omsmensnass smmmina i s Sub-County.........

Woard. oo Village/Road...... Nearest Public Institution .........................

4. Proposed Name of farm (where applicable): ...

B LR IO i e s oaid s s 6 s 4 SRS A OIS
(Attach copy Title Deed, lease agreement, official search or other supporting
document).

6. Where the applicant is a company, co-operative society, association or society,
supply the respective County government with:

(a) A certified copy of certificate of incorporation/registration;
(b) A certified copy of the list of directors/officials.

7. Application is made for a pulping station licence in accordance with the particulars
given above, wl.ich are hereby certified to be correct by the applicant(s): -
Name.....ooviiiiiieanieeannnns Signed...............oe.el. Date.........ooeevvevannnn.
Name......oooooiiiiiiiiiinn, Signed..............o Date......ccoooooeiiinn
i £ 1 11T o RO Signed.:. i Date.: oo acim it

8. Land under mature coffee (acreage)...... No of Trees.....ciivveian. variety..........

9. Production for immediate past three years, where applicable.

Year Production (kg)

10. Authorized County Agriculture officer’s recommendations:
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No.|Date \Name of |ID/Passport |Mobile |Receipt|Variety Total |Remarks
Buyer /Registration |No. No. ecify)
Number Issued |(*PecY.
2
3
4
5
Total
Prepared by:
NAME .o Designation:. .....o0vcenressssssnnonsasa

SIGHAGUPE: ... ....cocineivnommsnssieninnsisinsnisnbinmorinions IO e Eaa s SR A, S ST o BG83
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FIRST SCHEDULE

The Nursery certificate shall not be transferable.

The County government may vary, suspend or revoke, the certificate issued to
any person if such person fails to comply with terms and conditions of the
certificate.

(r.8(4)

Form A3

COUNTY GOVERNMENT OF ........

COFFEE NURSERIES RETURNS

1. Name of Nursery/ certificate NOMET: ........ouorsiveusisisessinsmsnissssssssssasssiansarsas

2. Postal Address: ................ Postal Code:...mmmmmmsnmsiimms aevi
Email....
T EIOPhONE: oieis st eiis s iim s mnesparas s e s NSt s Y s i
COUDLY: ovnnanirannimnmsinng Sub-County.....ccccoveeeeiiriiceeicee e e

e B L S

Nursery Code

Period of returns from.............coociveviiiiieane .

sospvzns VALBPOROB v nran s, fises
L.R- N6 0r PIGEING: wovvnmmenn s s i s s e

9. Source of planting materials (seed /seedlings/ cuttings) .........ccccoevvvvvieneennnnn.

SEEDLING STOCK

Variety

Balance B/f from
previous
\vear(number):

Quantity of seed
received/purchased(kg)|seedlings

No. of

raised

Total

seedlings
available

Remarks

Ruiru 11

Batian

SL28

Blue
Mountain

K7

SL34,

Robusta

Others
(Specify)

Total

Seedlings Sales

No.|\Date |Name of
Buyer

ID/Passport
/Registration
Number

Mobile
No.

Receipt
No.
Issued

Variety
(specify)

Total

Remarks
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* FIRST SCHEDULE

(r.10(1)(a))
COUNTY GOVERNMENT OF ........
Form A2
COFFEE NURSERY CERTIFICATE
Valid from .covnasnmnanars b0 s e R e S

Nainié of cartificate Wolder: .covnunmnaramn s s s e s T v v

VIIAGE/ROAA ...ttt et et et e e
LLRUINO. OF PLOEINO oo e e
AT S o R TG L
Nursery Category (tick as appropriate)

(a) Commercial (b) Private
Is hereby certified to operate a coffee nursery on the specified L.R. No/Plot no.........
Issued by

The CEC responsible for Agricultire ..o i i i e
(Or authorized Officer)
Designation.........
Signature.............ooviiieninnn, Date........oooooiiiii
Stamp:
Terms and conditions:

1. The Nursery certificate holder shall maintain records of source of seed, amount
of allocated seed, seedlings raised and seedlings sold, as the case may be.

2. The Nursery certificate holder shall remit returns to the respective County
government on an annual basis.

3. The source of seed/seedlings shall be the Kenya Agricultural and Livestock
Research Organization or its authorized agents provided that any imported
seed shall undergo phytosanitary certification by Kenya Plant Health
Inspectorate Service.

4. A coffee nursery certificate may be suspended where the certificate holder,
without any good reason acceptable to the County government, fails to submit
returns.
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5. Nursery certificate Approval

FOR OFFICIAL USE

Approved/Not Approved. .. .ccuiviviiramminmsvest inivsems crnsans
County Officer’s name.................. Designation.........
Signature.........ocooiii Date...............

Stamp:
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. FIRST SCHEDULE (r 8¢1)

COUNTY GOVERNMENT OF ..
Form Al
APPLICATION FOR A COFFEE NURSERY CERTIFICATE
(1) Personal Information
Name of Apphcant: . .. . C e e .
(Attach National ID/Passport)

Nature of application

New [ ] Renewal [ ]
County: ........ . . sub- county ... cove csvee oo o e e e
Ward. . . .. . .. ..Village/Road

Nearest public institution . ... . e v C e e e
Land Registration No/Plot No. et emetreeee e ————— e

(Attach copy of Title deed, lease agreement, official search, or other supporting
document )

Contact Details.

Postal Address ... C e
Emall ...
Telephone

Where the applicant 1s a company, co-operative soclety, association or society, supply the
respective County Government with.

fa) A certified copy of certificate of incorporation/registration,
(b) A cerufied copy of the official List of directors/ constitution/by laws,
{2) Nursery Category (tick as appropnate)

(a) Commercial (b) Pnivate

Application 1s hereby made for a certificate to operate a coffec nursery The particulars
gsven are hereby certified to be correct.

REQUIREMENTS

The coffee nursery certificate requirements shall be as provided in these Regulations

Date e e . Signed-

(3) County officer recommendations
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41. (1) A person shall not alter any document issued by a
licensing authority or any other competent authority.

(2) A person who contravenes this provision commits an offence.

42. Any person contracted to produce and market specialty
coffee shall give access to persons authorized by the Authority to
inspect the farms, processing facilities, warehouses and vessels
transporting coffee and shall, when required to do so, produce for the
purpose of inspection, any document or information related to
production, processing and export of the coffee.

43. A person who fails to give information or gives inaccurate or
misleading information or falsifies information or misrepresents
information required under these Regulations commits an offence.

44. (1) A person who commits an offence under these
Regulations, for where no penalty is provided, shall be liable upon
conviction, to a fine not exceeding five hundred thousand shillings or to
a term of imprisonment not exceeding one year or to both in
accordance with section 37 of the Act.

(2) Notwithstanding the provision of sub regulation (1), the
licensing authority may suspend or revoke a license issued under these
Regulations.

45, The Coffee (General) Rules 2002 are revoked.
46. Without prejudice to the generality of regulation 45—

(a) all licenses existing before the coming into operation of these
Regulations shall remain valid until their expiry, and
subsequent licenses shall be issued under these Regulations;

(b) any contract entered into and any requirement as to the
particulars to be entered in any contract used for the
purposes of the Coffee (General) Rules, 2002 and insurance
policy, performance bond or any bank guarantee issued
which was in force immediately before the date of
commencement of these Regulations shall remain in force
and have effect as though prescribed under these
Regulations, until their next date of expiry.

Alteration of
documents.

Inspections for
specialty coffee.

Inaccurate,
misleading or
false information.

General penalty.

Revocation L.N No
79 of 2012.
Transitional
provision.
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37. (1) The Authority and county governments shall jointly or
-separately conduct periodic surveillance among growers, pulping
stations, millers, roasters, processing plants, warehousing facilities,
transporters, retail outlets, border points, and buyers’ ' premises to
assess the degree of compliance with the coffee industry policy,
standards, code of practice, laws and the general well-being of the
coffee industry.

(2) Surveillance reports will be shared with county governments
for purposes of standards and the regulatory framework enforcement.

PART VII—GENERAL PROVISIONS

38. (1) The Authority, county governments, every licence
holder, certificate holder and service provider shall digitize and
automate their operations for efficient service delivery and information
dissemination.

(2) The digitization process shall ensure—
(a) multiple parties can access a common system;

(b) flow of data takes place seamlessly across the value-chain
without corruption;

(c) the system is safe and secured and protected against
unauthorized entry or access;

(d) access to the system is properly regulated and monitored
with adequate mechanisms for continued integrity; and

(e) the records are not lost, destroyed or tampered with, and in
the event of any loss or destruction, sufficient back-up is
available in a secure place.

(3) The digitization referred to in sub-regulation (1) shall require
the conversion of the entire value chain into a digital platform based on
automation, computerization, integration across the value-chain and
digital instrument usage including weigh scales, digital scanners,
storage and inventory management.

(4) The digitization and automation referred to in this regulation
nall be put in place within a period of twelve months from the date of
commencement of these Regulations.

39. (1) The county governments shall share the information on
registered and licensed growers and dealers with the Authority on a
monthly basis or other agreed timelines.

(2) The Authority shall share the information with the respective
count governments on registered and licensed dealers and other service
providers within their county on a monthly basis or other agreed
timelines.

40. Where any dispute arises between any two or more persons
contracted, licensed or registered under these Regulations, the dispute
may be resolved through alternative dispute resolution mechanism in
the first instance with judicial proceedings as the last resort.

Surveillance.

Digitization.

Sharing of
information.

Dispute Resolution.
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potential contamination and samples of such coffee bags shall be
subjected to relevant tests for possible contaminants.

33. (1) The Authority and the county governments, shall
separately or jointly conduct inspection of coffee farms, coffee
nurseries, pulping stations, coffee mills, warehouses, cupping centres,
roasters or coffee buyers’ vessels transporting coffee to ascertain
compliance with the requirements of the Act and these Regulations.

(2) A smallholder, a grower, a pulping station operator, a
transporter, a miller, a warehouseman or a buyer shall accord an
inspector full and free access and all necessary assistance during the
inspection.

(3) An inspector shall have the following minimum
qualifications —

(a) a degree from an accredited university in agriculture,
agricultural engineering, or a related course;

(b) three years’ minimum experience in agriculture or related
field;

(c) satisfies chapter six of the Constitution;

(d) has English and Kiswahili languages proficiency;

(e) compute - literacy; and

(f) any othe: additional requirement by the licensing authority.

(4) The Anthority shall gazette inspectors upon their
appointment.

34. (1) The Authority shall issue annual standards conformity
certificates to coffee millers, warehousemen, buyers and roasters in a
format prescribed by the Authority and such certificates may inform
county governments in the renewal of licences .

(2) The Authority shall issue to county governments reports on
the compliance with standards and the regulatory framework by
nursery operators and pulping station licence holders and such reports
may inform renewal of licences.

35. A person shall not, except with express written authority of a
grower, remove labels or seals or open technically sewn or closed
packets of coffee unless for the purpose of inspection to determine their
validity and genuineness or for other lawful cause.

36. (1) All coffee imported to Kenya shall conform to the Kenya
coffee standards.

(2) Clean coffee imported shall be accompanied by a certificate
of origin from the country of origin.

(3) Coffee, which does not conform to the Kenya coffee
standards shall be destroyed upon an order of a court of competent
jurisdiction obtained in proceedings instituted by the Authority with
due notice to the importer, and the import and permit of the owner may
be suspended and subsequently cancelled.

Inspections.

Conformity
certificates and
compliance reports.

Prohibition against
removal of labels,
seals, etc.

Coffee Imports to
conform to
standards.
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"30. (1) A person who blends any or various grades of coffee
produced in Kenya with any other coffees produced outside Kenya
shall declare the percentage of Kenyan coffee in the blend.

(2) A person who contravenes this regulation commits an
offence.

31. Clean coffee which consists only of a sample or a parcel not
exceeding twenty kilograms in weight shall not require a buyer’s
license from the Authority provided that it fulfils other relevant
licensing and certification requirements.

PART VI—QUALITY ASSURANCE

32. (1) The Authority and county governments shall collaborate
in the enforcement of coffee industry standards along the value chain,
for purposes of quality assurance.

(2) The Authority, in consultation with an accredited university

of higher learning, and industry stakeholders, may develop a training

rriculum, conduct examinations and jointly issue certificates for
coffee liquorers.

(3) The Authority may enter into a memorandum of
understanding with an accredited university in the training and
administration of liquorers’ examinations.

(4) A person certified as a liquorer shall apply for a practicing
licence to the Authority to offer liquoring services.

(5) The Authority shall, in collaboration with county
governments, establish cupping centers in the counties for the purpose
of coffee quality analysis and capacity building.

(6) Coffee quality analysis at the cupping centers shall be carried
out by certified liquorers.

(7) Quality Assurance officers from the Authority shall carry out
assessments on coffee quality maintenance at any premises that handles
coffee along the value chain.

(8) The Authority shall upon application, licence a cupping
centre subject to conditions set out under the Second Schedule.

(9) The Authority shall be at liberty to sample coffee at any stage
of the value chain from the primary factories to mills, warehouses,
roasting facilities, export consignments and coffee exchanges for
analysis to ascertain the pesticides residue levels and ensure
compliance with the maximum permissible residue levels at Kenya’s
coffee market destinations locally and internationally.

(10) The Authority in consultation with county governments shall
monitor maintenance of pesticide spraying records by coffee growers to
enforce compliance with the permissible pesticides residue levels in
coffee beans.

(11) The Authority shall inspect coffee storage bags,
wholesalers, suppliers, manufacturers and importers to check against

Prohibition against
blending.

Exemption.

Quality Assurance
for Coffee Industry.
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26. (1) A grower miller or an appointed broker, in consultation
with the commercial miller shall prepare a sales catalogue in
consultation with the exchange and growers, for all the coffee in a
licensed warehouse in accordance to the exchange regulations and these
Regulations.

(2) A sales catalogue shall contain the particulars set out in the
Seventh Schedule.

27. The Authority may co-ordinate coffee stakeholders,
including County Governments, growers and buyers at national and
international events for the purpose of promoting Kenya coffee.

28. (1) All coffee shall be stored in warehouses duly licensed by
the respective county governments. .

(2) Premises shall not be designated as a coffee warehouse by the
county government unless the premises are inspected, approved, and
licensed by the county government .

(3) A licensed warehouse shall conform to the standards issued
by the Kenya Bureau of Standards and shall be duly certified by a
public health officer.

(4) The Authority and county governments shall inspect
warehouses and warehousing activities on a regular basis.

(5) A warehouseman shall not have a lien of any nature over
coffee whether the coffee is in his possession or not.

(6) A warehouseman shall insure all coffee in his warehouse or
under his custody against fire, theft and other insurable risk.

(7) Coffee shall not be removed from a warehouse without an
endorsed coffee warrant or warehouse receipt as the case may be.

(8) A warehouseman shall account for any weight or quality loss
to the growers, agents, buyers or roasters.

(9) A person who operates a warehouse contrary to this
regulation commits an offence.

29. (1) A person shall not export coffee or cause any coffee to
be exported unless a phytosanitary certificate issued by the competent
authorities is presented to the Commissioner of Customs and Excise.

(2) The Authority shall authorize all coffee exports through
issuance of the coffee buyer’s licence, notification and registration of
direct sales contracts, Certificate of Origin, certificate of quality and
movement permits.

(3) The Authority shall authorize coffee imports through issuance
of import permits or a buyer’s licence:

Provided clean coffee imports shall be accompanied by the
Certificate of origin and a Phytosanitary certificate issued by country of
origin.

Sales catalogue.

Coffee promotions.

Coffee warehousing
in designated
warechouses.

Export and import ~f
coffee.
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order of the sales catalogues for every sale and ensure that
reasonable access to the auction is given to all persons
licensed to trade;

(i) the grower shall, either directly or in consultation with the
broker, set the reserve price for the coffee for every sale
taking into account the quality of the coffee, the prevailing
exchange prices and the international production and
market trends;

(j) where a bid for coffee at the auction has not been
confirmed, the grower miller or broker shall disclose the
reserve price at the trading floor and where the disclosure
of the reserve price does not attract any competitive offers,
the coffee shall be withdrawn and re-offered for sale at a
subsequent auction.

(k) all trading in coffee at the exchange shall be concluded at
the trading floor of the exchange;

(I) once auction is complete, successful bidders shall be
invoiced by the grower miller or broker and payments of
the proceeds shall be effected to the grower through direct
settlement system net of contract and statutory charges;

(m) upon confirmation of payment by the direct settlement
system and endorsement by the exchange, title to coffee
shall be transferred to the overseas buyer or roaster by
changing ownership details in the coffee warrant or
warehouse receipt, as the case may be, at the central

registry;

(n) the new owners will thereafter be at liberty to take
delivery of the coffee; and

(0) a coffee warrant or warehouse receipt as the case may be,
issued by the warehouseman to a depositor of coffee shall
be transferable to a new holder who has purchased the
coffee and is entitled to take its delivery upon presentation
of the coffee warrant or warehouse receipt endorsed by the
exchange to the warehouseman.

(9) The exchange shall disseminate market information for every
auction and an analysis of performance on, weekly and monthly basis.

(10) The obligations of the exchange and the direct settlement
system provider shall be as set out in the Coffee Exchange Regulations
and these Regulations.

(I1) A person who contravenes this regulation commits an
offence.
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the direct settlement system, any relevant contracts of service for which
payment will be due from the grower, and any other document showing
outstanding liabilities payable by the grower, for purposes of settlement
through the system.

(5) The particulars supplied shall take the format prescribed by
Form H set out in the First Schedule.

(6) The grower or the grower’s authorized representatives and
the exchange shall ensure that the information provided under sub-
regulations (3) and (4) herein above is correct and relevant and they
shall be liable for any loss or other consequences resulting from any
incorrect information given to appointed commercial banks providing
the settlement system.

(7) The Direct Settlement System provider shall remit coffee
sales proceeds to the coffee growers and settle service provider’s fees
and other liabilities within five working days from the receipt of the
proceeds of sale of coffee.

(8) The trading of coffee at the exchange shall be in
accordance with these Regulations and any other laws that may
govern the exchange and shall comprise the following —

(a) a miller shall deposit clean and graded coffee at a
designated licensed warehouse, and where the clean coffee
is a bulk, the miller shall provide details of the bulk and
the proportions of the respective growers’ coffee;

(b) coffee shall meet the Kenya coffee quality standards for
commodity trading at the exchange;

(c) the warehouseman shall issue a coffee warrant in the form
set out in the Eighth Schedule or transferable warehouse
receipts as the case may be, stating the quantity and quality
of the coffee deposited and ensure traceability of the
coffee;

(d) for purposes of sale, the grower miller or appointed broker
shall input the details of the coffee warrant or warehouse
receipt as the case may be, into the central registry of the
exchange;

(e) the warehouseman shall guarantee delivery of the coffee
described in the coffee warrant or warehouse receipt as the
case may be, and in the event of loss or failure of delivery,
the warehouseman shall be liable;

(f) The warehouseman or an appointed collateral manager
shall confirm that the warehouse receipt or coffee warrant
as the case may be, is valid by inspecting and auditing
coffee in the warehouse;

(g) upon verification, details in the information registry shall
be confirmed into the central order book ready for trading;

(h) the exchange in consultation with grower millers or
appointed brokers shall set the volumes, lot sizes, dates
and times for holding of coffee auctions and determine the
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the overseas buyer for purposes of arbitration in case of disputes and
for quality control.

24. (1) A licensed grower, other legal entity representing
growers may undertake direct sales.

(2) A licensed grower or other legal entity representing growers
may sell own clean coffee to licensed roasters for local value addition
and sale, provided that the roasters shall comply with requirements set
by the licensing authority and meet the obligations under the Third
Schedule.

(3) A licensed grower, or other legal entity representing growers
shall notify the Authority and the respective county government of the
direct sales and the notification shall include the following —

(a) acopy of the contract;

(b) the coffee grade;

(c) the coffee quantity;

(d) the coffee price;

(e) details of a certification scheme, where applicable;
(f) quality report;

(g) mode of payment; and

(h) adispute resolution clause.

(4) Direct sales shall be conducted according to the guidelines
issued by the Authority in consultation with the county governments
under the Sixth Schedule.

(5) The notification shall be deposited at the Authority for
registration and facilitation with exportation documentation.

(6) A certificate of inspection shall be issued by the Authority on
coffee to be sold under direct sales in the format prescribed under the
Sixth Schedule.

25. (1) The exchange shall manage the auction floor, central
sample room, information registry and the direct settlement system,
maintain records relating to coffee sales, coffee samples and
sweepings, and avail sales catalogues to interested parties.

(2) The proceeds of the sale of coffee by the auction shall, be
deposited in a direct settlement system established in accordance with
the laws that govern the exchange.

(3) The grower or the grower’s authorized representatives, shall
after the commencement of these Regulations, supply through the
exchange all the necessary particulars of the grower to the commercial
banks providing the direct settlement system to the grower, for
purposes of initiating the settlement system

(4) The grower or the grower’s authorized representatives shall
through the exchange also lodge with the commercial banks providing

Direct sales.
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(9) A coffee grower may deliver coffee samples not exceeding
500 grams of parchment or buni for independent quality analysis prior
to the actual delivery to a commercial coffee miller and such
laboratories shall issue the grower with a quality report.

(10) A coffee miller shall remit 200 gram samples for each
grade of an out-turn to the Authority for quality analysis and
assessment of conformity with coffee standards.

(11) A miller shall submit returns on coffee received and milled
to the Authority and the respective county government in Form C5 set
out in the First Schedule.

(12) A coffee miller shall comply with the Kenya Standard
coffee grades set out in the Fifth Schedule and the, regional and
international coffee standards.

(13) A coffee miller may bulk parchment or buni coffee to attain
millable quantities and shall ensure only coffees of similar qualities are
bulked for purposes of preservation of the quality and general
characteristics:

Provided that the coffee miller shall avail such information to the
Exchange and the direct settlement system provider on proportions of
the bulked coffees for purposes of processing payments.

(14) For purposes of marketing under direct sales, a miller may
categorize and bulk coffee as per the instructions of the grower to meet
specific market requirements as instructed by the overseas buyer..

(15) A co-operative society or other legal entities representing
smallholder growers shall competitively procure services of the miller
or other service providers to whom the coffee is intended to be
delivered before entering into such contracts in the Form J as set out in
the First Schedule.

(16) The terms of agreement between a licensed grower and a
commercial miller for the milling of coffee shall be reduced into
writing and shall be in the form set out in the Fourth Schedule.

PART V—COFFEE TRADING AND MARKETING

23. (1) Kenya Coffee shall be traded through—
(a) the exchange; and
(b) direct sales.

(2) The prices offered at the direct sales shall be competitive and
bear a favorable comparison to those discovered at the exchange.

(3) A buyer, roaster, or a grower miller licensed by the relevant
licensing authority, or a broker appointed by the grower, may trade at
the auction in accordance with these Regulations and any other laws
that may govern the exchange.

(4) A buyer shall remit to the Authority a sample of 200 grams
of clean coffee representing the consignment destined for shipment to

Coffee trading.
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(¢) in handling parchment, do quality analysis of the dry
parchment prior to storage and shall only mix parchment that
is of similar quality; and

(d) insure the coffee against loss and damage while at the station
and in transit and reinforce the security of the station to
guard against theft of coffee.

(4) The licence holder shall allow free access to the premises by
the inspectors authorized by the respective licensing authorities for
inspection to ensure compliance of the licence holder with these
Regulations.

(5) The licence holder shall submit returns on the coffee received
and processed to the respective county governments in the format set
out in the First Schedule.

(6) The licence holder shall comply with the requirements set out
in the Schedules to these Regulations.

22.  The milling of coffee may be carried out by —

(a) an estate, a grower’s co-operative society or other entity
representing the grower, under a coffee grower’s milling
licence; or

(b) a commercial miller under a commercial miller’s licence.

(2) Coffee milling shall only be conducted at premises that are
specified under the license issued by the respective county government
as such in the register maintained by the Authority.

(3) A coffee miller shall allocate an out-turn number for every
coffee delivered and received for purposes of traceability.

(4) A commercial miller shall ensure that the grower or grower’s
representative is given reasonable notice to be  present during the
milling process.

(5) A coffee miller shall take out comprehensive insurance cover
against fire, theft, and other risks for all coffee in its possession and
custody.

(6) Every miller shall account for mill spillage or sweepings and
all other coffee by-products to the growers and the Authority.

(7) Every miller shall digitize its operations to ensure weight
precision, timely dissemination of information and protection of
growers’ data:

Provided that a miller who does not have digitized weighing
and information systems shall put the same in place within a period
not exceeding twelve months upon the commencement of these
Regulations.

(8) The county governments and the Authority shall, separately
or jointly undertake regular inspections to ensure compliance with
these Regulations by the coffee mills.

Requirements
relating to coffee
milling.



Kenya Subsidiary Legislation, 2019

(2) The Kenya Agricultural and Livestock Research
Organization or its authorized agents operating coffee seed production
units under their supervision, shall issue certified coffee seeds or
seedlings for multiplication in any coffee nursery for distribution to any
other grower or for export.

(3) Notwithstanding the provisions of sub-regulation (2) any
person who issues coffee planting materials for multiplication or
distribution other than the Kenya Agricultural and Livestock Research
Organization shall obtain certification from institutions legally
mandated by statute to issue certification.

(4) A person shall not establish or operate a coffee nursery
unless the person is licensed by the respective county government.

(5) The Authority may upon application, licence a person to
import coffee planting material for nursery establishment subject to
conditions set out under the Second Schedule.

(6) A person shall not be issued with a coffee nursery licence,
unless an inspector—

(a) visits and inspects the site and is satisfied that the site is
suitable for establishment of a nursery: and

(b) is satisficd that the nursery licence holder or their agents have
adequate knowledge of nursery management and production
techniques.

21. (1) The primary processing of coffee shall be carried out by
an estate or a grower's co-operative society or other association
comprising growers under a pulping station licence.

(2) The pulping station licence shall include authority to
undertake hulling of own parchment or buni, provided the hulling
activity is registered with the County Government and shared with the
Authority

(3) Where the licence holder is a co-operative society or other
association comprising growers, it shall —

(a) appropriately weigh each grower’s cherry using digitalized
coffee weighing scales and post the information on quantity
and quality to the grower and to a central database made
accessible to the grower, for traceability:

Provided that the cooperative society or such other association
which does not have digitized weighing and information systems
shall put the same in place within a period not exceeding twelve
months upon the commencement of these Regulations:

(b) coffee weighing scales shall be annually calibrated by the
government agency responsible for weights and measures
and such calibration evidence shall be appended to the
weighing scales in form of seals;
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16. (1) Licence holders and other service providers under these
Regulations shall observe the obligations set out in the Third Schedule.

(2) The obligations set out in the Third Schedule shall form part
of every contract between a grower and a grower’s respective service
provider or agent whether expressly provided for in the contract or not.

(3) All service agreements entered under these Regulations shall
be registered with the Authority and the respective county
governments.

PART IV—-PRODUCTION AND PROCESSING

17. (1) Data on area of coffee planted or uprooted within a
county shall be maintained by the respective county government.

(2) A co-operative society or other legal entity shall maintain
growers’ records of number of trees planted or uprooted.

(3) The co-operative society or other legal entity shall notify the
~county government of the details maintained under sub regulation (2)
and as specified in Form H set out in the First Schedule.

(4) The county government shall file the growers’ registers with
the Authority annually.

18. The Authority and the county governments shall
enforce the coffee industry code of practice and standards on the
coffee production, processing, marketing and quality control.

19. (1) The Authority shall promote coffee certification schemes
for Kenyan coffee and geographical indications.

(2) The certification schemes operating within the coffee
industry shall register with the Authority prior to the commencement of
their operations in Form I set out in the First Schedule.

(3) Certified coffee shall be identified and labelled according to
the respective certification schemes for traceability and marketing.

(4) A coffee grower, miller or any other player in the coffee
value chain may seek certification to ensure the quality of coffee, the
quality of service and secure market confidence.

(5) A miller shall declare certified coffees in the sales catalogue.

(6) Certified coffee shall be traded in accordance with these
Regulations and any other laws that may govern the exchange.

(7) A coffee miller shall provide documentary proof of
certification to the exchange before such coffees are offered for sale.

20. (1) Coffee research shall be undertaken by the Kenya
Agricultural and Livestock Research Organization, higher institutions
of learning or private entities accredited by the National Commission
for Science, Technology and Innovation:

Provided that such research findings shall be validated by the
Kenya Agriculture and Livestock Organization before rollout and
application by coffee growers.
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14. (1) Licences issued by the licensing authority shall expire on
the 30" June of every year and license holders wishing to renew the
licences may apply by 1st June preceding the expiry of the licence.

(2) Notwithstanding the provisions of sub-regulation (1), a late
application may be made upon payment of a late application fee as set
out in the Second Schedule.

15. (1) The movement of coffee shall be managed through the
issuance of movement permits by the licensing authority provided that
no movement permit shall be issued under these Regulations to any
person other than a licence holder, and the licence holder shall not alter
the particulars entered therein.

(2) A person shall not move coffee or cause any coffee to be
- moved without an original movement permit issued by the licensing
authority in accordance with sub regulation (1).

(3) Duplicate copies or photocopies of the original movement
permit shall not be used for coffee movement.

(4) Any vessel used for coffee transportation shall conform to
the Kenya Coffee Standards.

(5) The respective county governments shall monitor the
movement of parchment coffee between stores and the movement of
clean coffee and hulled buni to the market in order to ensure that the
coffee is safe and to avoid any illegal coffee dealings.

(6) A person shall not transport or be in possession of any coffee
unless he is licensed to carry out any of the activities specified in these
Regulations and holds a valid original movement permit issued —

(a) in the case of buni and parchment, by the respective county
of origin; or

(b) in the case of clean coffee from the coffee mills to the
warehouses, by the respective county governments;

(c) in the case of movement of clean coffee by buyers upon
purchase, or movement of purchased clean coffee to
warehouses by millers, or movement of clean coffee for
export or import, permits shall be issued by the Authority.

(7) Sub regulation (2) (a) shall not apply to a smallholder moving
own coffee between the farm and the pulping station where he is
registered.

(8) A coffee movement permit shall take the format prescribed
under the First Schedule to these Regulations.

(9) A person who moves coffee contrary to this regulation
commits an offence.
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(4) Every licence holder shall submit monthly returns as required,
to the licensing authority.

13. (1) A licensing authority may, after inspection and
evaluation of an application received under these Regulations, grant the
licence applied for or reject the application.

(2) Where a licensing authority rejects an application, the
licensing authority shall notify the applicant accordingly, giving
reasons for the rejection within fourteen days from the date of the
decision of the licensing authority.

(3) The applicant may resubmit an application following such
rejection after addressing the issues raised in the notification from the
licensing authority.

(4) Where the licensing authority rejects an application after
resubmission under sub-regulation (3), the applicant may appeal to the
Cabinet Secretary or in the case of a county government, appeal to the
County Executive Committee through the County Secretary within
thirty days of notification of the rejection by the licensing authority.

(5) Where an applicant is dissatisfied with the decision of the
Cabinet Secretary or the County Executive Committee in sub
regulation (4), the applicant may seek judicial recourse within thirty
days of the decision.

(6) The licensing authority shall, at least thirty days before
granting a new licence under these Regulations, give notice of the
proposed grant in the Gazette and in such other manner as the authority
may determine.

(7) The notice referred to in sub-regulation (6) shall —

(a) specify the name or other particulars of the person or class of
persons to whom the licence is to be granted:

(b) state the purpose for the proposed licence and indicate the
date such licence is proposed to be issued to the successful
applicant; and

(c) invite objections to the proposed grant of licence and direct
that such objections be lodged with the licensing authority
within fourteen days from the date of the notice.

(8) The licensing authority may after considering the objections,
if any, made under this regulation, grant the licence applied for, subject
to such terms and conditions as may be specified therein.

(9) The issuance of a licence to an applicant under these
Regulations shall not be withheld without reasonable cause.

(10)A licence issued under these Regulations shall not be
transferable.

(11) The gazettement of licences under this regulation excludes
licences and certificates issued to coffee growers.

Licensing procedure.
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(f) a warehouse licence in Form G2 set out in the First Schedule
authorizing the holder to warehouse coffee;

(2) The following licences shall be issued by the Authority —

(a) a coffee liquoreur’s licence in Form L set out in the First
Schedule authorizing qualified persons to offer liquoring
services;

(b) an independent cupping laboratory licence authorizing the
holder to offer coffee liquoring services and training on
coffee quality at a fee;

(¢) a coffee buyer’s licence in Form D2 set out in the First
Schedule authorizing the holder to buy clean coffee from the
exchange for export, local sale or value addition;

(d) a coffee import permit issued to the holder to authorize
importation of processed coffee and shall take the format
specified under Form O under First schedule; and

(e) ‘warehouseman’s licence’ in Form GI(A) authorizing
qualified persons to offer warehouse management services .

(3) The county governments shall share the information on
licence holders with the Authority for the purposes of monitoring the
compliance with coffee standards and national regulatory framework.

(4) The Authority shall share the information on licences and
permits issued with the county governments

11. (1) A holder of a coffee buyer’s licence or any other entity
associated with such holder shall not be licensed as a commercial
miller, broker, roaster, agent or warehouseman.

(2) A buyer’s licence shall not authorize the buyer to engage in
direct sales.

(3) The respective licensing authority may revoke any licence,
which is found to be held in contravention of sub-regulations (1) and
(2).

(4) A holder of a commercial miller’s licence or any other entity
associated with such holder either in shareholding or directorship or in
any other way, shall not be licensed as a broker, roaster or agent.

12. (1) The issuance of the licences specified under these
Regulations shall be subject to the applicants meeting the respective
requirements for such issuance set out in Part A of the Second Schedule
and payment of the applicable fees as specified in Part B of the same
Schedule.

(2) A licence holder shall specify the premises upon which the
business specified in the license shall be conducted.

(3) Every licensed person shall comply with the Kenya Coffee
Industry Standards, Industry Code of Practice and the Industry
regulatory framework.

431,

Limitation of a
coffee licence.

Conditions of
licence



430 Kenya Subsidiary Legislation, 2019

(6) Neither the Authority nor the county governments shall
- charge any registration fee.

(7) Registration shall take the format prescribed by Form H for
growers and Form HI for dealers in the First Schedule in these
Regulations.

8. (1) A person who intends to engage in coffee business shall ~ Application fora
apply to the Authority or the county government, as the case may be, ::::fif'“mﬁcm o
using the respective application forms and execute a self-declaration
form as set out in the First Schedule, and shall be issued with a licence,
certificate or permit in the corresponding form set out in the same
Schedule, upon fulfillment of all requirements and payment of the
prescribed fee set out in the Second Schedule.

(2) The provisions of sub-regulation (1) shall not apply to a
person engaged in coffee farming.

(3) A person who deals in coffee shall produce the certificate,
permit or license respectively issued under sub-regulation (1) upon
request by an inspector or such other authorized persons at all times.

(4) A person who deals in coffee shall submit returns to the
licensing authority in the format set out in the First Schedule.

(5) A person who contravenes this regulation commits an
offence.

9. (1) A person shall not pulp, mill, warehouse, export, import,  Prohibition Plili"“
trade, transport, possess or otherwise deal in or transact any business in it
coffee unless the person holds a valid certificate, permit or licence licence.
issued by the Authority or the county government for that purpose.

(2) A person who contravenes this regulation commits an
offence.

10. (1) The following certificates and licences shall be issued  Licensing.
by the respective county government —

(a) a coffee nursery certificate in Form A2 set out in the First
Schedule authorizing the holder to operate a coffee nursery;

(b) pulping station licence in Form B2 set out in the First
Schedule authorizing the holder to operate a pulping station
and may undertake hulling;

(c) a coffee grower's milling licence in Form C3 set out in the
First Schedule authorizing the holder to pulp, mill, market or
roast own coffee, and

(d) a commercial miller’s licence in Form C4 set out in the First
Schedule authorizing the holder to conduct the business of
milling coffee at a fee;

(e) a coffee roaster licence in Form F2 set out in the First
Schedule authorizing the holder to buy, roast or grind and
package clean coffee for local sale.
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5. (1) The county governments functions shall be as specified
under the Crops Act.

(2) The functions of county governments shall include —

(a)registration of nursery operators, coffee growers and pulping
station licence holders;

(b)issuance of coffee nursery certificates and permits for
movement of coffee;

(c)issuance of pulping station, milling, warehousing and coffee
roasting licences;

(d)offering and coordination of extension services on coffee
production and primary processing;

(e)inspection of nurseries, pulping stations, millers roasters and
warehouses located within their respective counties;

(f) enforcement of county and national legislation on coffee,
industry code of practice and other industry standards;

(g)in collaboration with law enforcement agencies, enforcement
of regulations and enhancement of security of coffee in the
county;

(h)enforcement of policies and guidelines on corporate
governance in coffee growers’ institutions; and

(i) monitoring and report of incidences of pests and disease
outbreaks and taking appropriate action in collaboration with
the Authority and other relevant government agencies.

6. In accordance with Article 6(2) of the Constitution, the
county governments and the Authority shall consult and cooperate in
the development, promotion and regulation of the coffee industry.

PART Il — REGISTRATION AND LICENSING

7. (1) Every grower shall be registered by the county
government where his coffee is grown.

(2) Every coffee nursery operator, co-operative society, coffee
association and coffee estate shall register with the county government
where they operate.

(3) A small holder may register with a co-operative society or
any other legal entity of which he is a member.

(4) The county governments shall maintain up-to-date registers of
all nursery operators, coffee co-operative societies, coffee associations,
coffee estates and share the information with the Authority.

(5) The Authority shall register all warehousemen, warehouses,
coffee millers, coffee buyers, roasters, brokers, agents, importers,
coffee bags suppliers and certification companies, maintain an up-to-
date register on them and share the register with respective county
governments.

County
Governments
functions.

Collaboration
between County
Government and the
Authority.

Registration.
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(f) provide for a transparent and timely clearing and settlement
of coffee sales proceeds to the growers and service
providers;

(g) provide for the collection and maintenance of data related to
coffee;

(h) ensure improvement of coffee standards, increased
production and support; and

(i) regulate the coffee industry in Kenya.

PART II—FUNCTIONS OF THE AUTHORITY AND COUNTY
GOVERNMENTS

4. (1) The Authority shall, in the performance of its functions,
act through the directorate responsible for coffee, to carry out such
activities as are necessary to promote, develop and regulate the coffee
industry as specified under the Crops Act.

(2) The Authority shall —

(a) issue certificates or licences for independent coffee cupping
laboratories, liquoreurs, and buyers, movement permits for
purchased clean coffee, and regulate imports and exports of
coffee;

(b) register coffee dealers;

(¢) co-ordinate capacity building activities for players in the
coffee value chain;

(d) develop, oversee and enforce as the case may be, the
national regulations, industry code of practice and other
quality standards in the coffee industry;

(e) collect, collate and maintain a data base and disseminate
information on the coffee industry;

(f) conduct local and international coffee market intelligence
and promotional activities including the application of the
Kenya Coffee Mark of Origin;

(g) establish linkages with various government agencies and
research institutions;

(h) develop and promote policies and strategies for the coffee
industry;

(i) recommend general guidelines for interaction between
various players in the coffee industry;

(j) promote the development of regional appellations for
Kenyan coffee; and

(k) develop, oversee and enforce as the case may be the coffee
industry standards and industry code of practice in
collaboration with the Kenya Bureau of Standards.

Functions of the
Authority.
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“roaster” means a person licensed by the respective county
government to buy clean coffee under these Regulations for value
addition for local sale;

“sales catalogue” means a standard document prepared by a
miller or an appointed broker in consultation with the exchange and
growers for sale of clean coffee at the exchange;

“secondary processing™ means parchment de-husking, polishing,
grading and may include roasting, grinding and packaging of clean
coffee beans;

“small holder” means a grower cultivating coffee in a small
parcel of land or in small parcels of land who does not possess his own
pulping station;

“sweepings” means the balance of coffee samples in the
exchange sample room and spillages collected from millers’ milling
activities for sale at the exchange and the proceeds paid to growers on
pro-rata basis;

“trading floor” means the physical space or electronic platform
managed by the exchange where the persons licensed to trade in coffee
converge for purposes of coffee trading;

“warrant” means an instrument prepared by the warehouseman
of which the person named therein, or the last endorsee thereof, shall
for all purposes be deemed to be the owner of the coffee to which it
relates;

“warehouse” means a facility registered by the Authority and
licensed by the county government for the storage of coffee, and which
is specifically designed to guarantee the quality and safety of the
coffee;

“warehouseman” means a person who possesses skills for the
management of a licensed warehouse and is licensed by the Authority;
and

“warehousing receipt” means a certificate issued by a licensed
coffee warehouseman in respect of coffee stored in a licensed
warehouse for purposes of collateral.

3. The object and purpose of these Regulations is to —
(a) to give effect to section 40 of the Crops Act, 2013;

(b) to provide for licences to be issued by the licensing
authorities;

(c) to provide for the obligations of licence holders and service
providers, and the protection and regulation of their interests
along the value chain;

(d) recognize the grower of coffee as the owner of coffee until
the coffee is sold and paid for;

(e) provide for protection of growers’ rights along the value
chain;

Object and purpose.
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coffee which has an average annual production of not less than twenty
thousand kilograms of cherry over a period of three years;

“exchange” means a company incorporated under the
Companies Act and licensed by the Capital Markets Authority as an
exchange for trading in clean coffee;

“grower” means any person who cultivates coffee in Kenya and
may for purposes of licensing, include; co-operative societies, unions,
associations and estates;

“grower miller” means a grower who mills own parchment or
buni or its members’ coffee and includes a co-operative society, unions,
association, estate or any other legal entity;

“hulling” means removal of the outer skin of dry parchment or
buni coffee;

“inspector” means an inspector appointed under the Act and
where applicable includes a county inspector;

“Kenya Agricultural and Livestock Research Organization™
means the organization established under section 3 of the Kenya
Agricultural and Livestock Research Act, 2013 or the national
institution mandated by an Act of Parliament to carry out research;

“licensing authority” means the Authority, or the County
Government as the case may be;

“liquorer” means a person certified and licensed by the
Authority to offer the services of coffee quality analysis;

“liquoring” means analysis of clean coffee to determine the
attributes and quality of coffee for purposes of trade;

“miller” means a person licensed by the respective county
government to conduct the business of coffee milling ;

“milling” means mechanical hulling or de-husking of parchment
or buni coffee and includes the polishing and grading of the clean
coffee;

“milling statement” means a statement prepared by a miller after
the completion of the milling process;

“out-turn number” means an identifying number issued by a
miller in respect of coffee delivered to a mill for purposes of
traceability;

“primary processing” means the process of removal of coffee
pulp from cherry, fermentation, washing and drying to the coffee
standard moisture content to obtain parchment;

“prompt date” means a date specified in the sales catalogue, not
being more than five working days from the date of the sale, for the
payment of coffee sales proceeds by a buyer or a roaster;

“pulping station” means a specified place where primary coffee
processing is undertaken;

No.17 of 2013.
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“coffee business” includes operating a nursery, growing,
pulping, milling, warehousing, marketing, trading, roasting and
packaging of coffee;

“coffee certification” means a system that distinguishes a coffee
product as being sustainably grown on the basis of economic viability,
environmental conservation, social responsibility and ensures
traceability;

“coffee directorate” means the directorate for the time being
responsible for coffee established pursuant to section 11(4) of the
Agriculture and Food Authority Act, 2013;

“coffee sales proceeds” means monetary consideration received
in exchange for coffee purchased at the auction or through direct sales;

“coffee sample” means a small quantity of coffee, drawn out of
coffee lot to be a representative of that lot of coffee for purposes of
isplay, testing, quality analysis, archiving, marketing or other legal
urpose;

“coffee standards™ means the Kenya Coffee Standards issued by
the Kenya Bureau of Standards;

“coffee year” means a period of twelve months beginning on the
Ist October of one year and ending on the 30th September of the
following year;

“collateral manager” means a person qualified under these
Regulations and appointed by the warehouseman or any other person
who has an interest in coffee stored in a warehouse with the intention
of monitoring or taking custody of the coffee;

“co-operative society” means a co-operative society registered
under the Co-operative Societies Act and licensed for purposes of these
Regulations;

“county government” shall have the meaning assigned to it
under Article 176 of the Constitution of Kenya 2010,

“cupping centre” means a coffee quality analysis laboratory;

“digitization” means the conversion of current manual processes
into automated and computerized processes; or paper documents into
digital formats;

“dealer” means a person registered by the county governments or
the Authority to deal with coffee as provided under these Regulations;

“direct sale” means a contractual arrangement between a grower,
a co-operative society, society, union, grower-miller, estate or an
association of coffee growers and an overseas buyer or local roaster
for the sale of own clean coffee based on mutually accepted terms and
conditions enforceable in law;

“direct settlement system™ means a banking facility provided by
commercial banks regulated by the Central Bank of Kenya for clearing
and settlement of coffee sales proceeds;

“estate” means an area of land or group of parcels of land under
coffee not being less than five acres in size in aggregate or land under

Cap 490.

No. 17 of 2015.
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THE CROPS ACT, 2013
(No. 16 0f2013)

IN EXERCISE of the powers conferred by section 40 of the
Crops Act, 2013, the Cabinet Secretary for Agriculture, Livestock,
Fisheries and Irrigation, in consultation with the Authority and the
County Governments, makes the following Regulations —

THE CROPS (COFFEE) (GENERAL) REGULATIONS, 2019
PART I-PRELIMINARY

1. These Regulations may be cited as the Crops (Coffee)
(General) Regulations, 2019.

2. In these, Regulations, unless the context otherwise
requires —

“Act” means the Crops Act, 2013;

“agent” means a registered person who may be appointed by a
grower for purposes of facilitation of overseas direct sales with regard
to logistics.

“association” means a registered group comprised of smallholder
growers, co-operative societies, societies, estates, unions, millers,
traders or roasters, which has been licensed by a licensing authority;

“auction” means the system under which clean coffee is offered
for sale at a coffee exchange:

“Authority” means the Agriculture and Food Authority
established under section 3 of the Agriculture and Food Authority Act,
2013,

“broker” means a person cleared by the exchange and licensed
by the Capital Markets Authority, who may be appointed by a grower
or an association of growers in accordance with these Regulations, to
sell their coffee on their behalf through the Exchange;

“buyer” means an incorporated company licensed by the
Authority to buy clean coffee at the exchange for export, local sale or
value addition or to import clean coffee for secondary processing in
Kenya;

“Cabinet Secretary” means the Cabinet Secretary for the time
being responsible for matters related to agriculture;

“certified coffees” means coffees produced under tenets of a
recognized certification scheme bearing a certification mark;

“clean coffee” means coffee bean or dried seed of the coffee
plant separated from non-food tissues of the coffee fruit where the
silver skin is reduced to the maximum possible extent;

“coffee” means the plant botanically known as coffea species
(L.) and includes the fruit, whether on the plant or detached therefrom,
the seed in form of either buni, parchment coffee, clean coffee, roasted
beans or ground coffee;

Citation.

Interpretation.

No. 13 of 2013.
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Company will in no case accept liabilities whatsoever for such deficiencies,
losses or damages however caused.

3. Every warrant is transferable by endorsement and entitles the person named
herein, or the last endorsee therefore named in the endorsement, to the goods
specified therein, and the goods so specified shall for all purposes be deemed to
be his property.

4. Upon lodging a warrant duly endorsed, the person there under entitled to the
goods may transfer or obtain possession of the goods subject to the payment of
all charges.

5. The contents of one warrant may be divided into others for smaller quantities at
the will of the person entitled to the goods subject to the payment of all
appropriate charges.

6. If a warrant is lost, written notice must at once be given to the Company. In such
a case, before delivery of goods can be made, the loss of the warrant must be
advertised in the Official Gazette and a copy of such publication containing the
advertisement together with a guarantee signed by the applicant and
countersigned by a bank approved by the Company to identify the Company
against losses, claims, or damages, must be lodge with the Company in no
circumstances will duplicate warrants be issued.

7. The Comnany takes all reasonable measures to protect goods against loss or
damage bu t does not accept liabilities for—

(a) Loss or damage, arising otherwise than through the Company’s negligence;

(b) Loss, (amage or deficiency cause by or contributed to any of the following
causes; Whether such loss, damage or deficiency be also in part caused by
or contributed to by a neglect, wrongful act or default of the Company, it’s
servant or agents or other persons for whose acts the Company might apart
from this clause be liable—

(a) Vermin;
(b) Frail, unsuitable, insufficient or defective packing;

(c) Strikes, combinations or lock-outs of any person in the employ of the
Company or in the service of others;

(d) Improper, insufficient, indistinct or erroneous marking or addressing of
goods or packages;

(e) Fire;

(f) Civil commotion;

(g) The President’s enemies;
(h) Earthquake

(1) Loss of weight or damage in consequence of atmospheric conditions of
humidity due to heat, damp or drought, or howsoever caused.

8. This warrant, if referring to coffee bulked in the—

(a) The Company accepts no financial liability under any circumstances for the
even mix of the bulk, but undertakes to re-bulk free of charge provide that:
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(i) The person first entitled under the warrant shall lodge the claim within
seven days of receiving the warrant; and

(fi) The person first entitled under warrant shall satisfy the Company that
rebuilding is necessary or advisable, the Company being prepared to
accept the advice of an Arbitrator.

(b) The Company guarantees that the component coffees of the bulk are exactly
those instructed by mark and quantity.

(¢) The Company does not accept liability in respect of any divergence of the
bulk from the expected resultant quality by reason of a variation in quality
of one or more components of the bulk. The bonus of proof of the use of
coffee other than the stipulated components shall rest upon the instructing
dealer and in the event of such proof the Company agrees to submit to the
normal quality arbitration under the Arbitration Rules of the Kenya Coffee
Traders Association as shall be amended from time to time.

9. This warrant is subject to the condition that the Company shall have a general as
well as a particular lien on the goods specified therein in respect of any monies
owing to the Company by the person first or subsequently entitled under the
warrant.

10. The acceptance of this warrant in the first place and subsequent presentation of
this Warrant implies implicit acceptance of the conditions enumerated above.
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Cabinet Secretary, Agriculture, Livestock, Fisheries and Irrigatior.
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