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1.1 PREFACE

Mr. Speaker Sir,

On behalf of the Senate Committee on Energy and pursuant to provisions of Standing
Order 137 (1) of the Senate Standing Orders, it is my pleasant privilege and honour to
present to this House the Report of the Committee on its consideration of the Local
Content Bill (Senate Bills No. 10 of 2018).

The Bill was committed to the Committee on Thursday, 10™ May, 2018 and it is on the
basis of this that the Committee makes this report pursuant to Standing Order 127.

1.1 Establishment of the Committee

The Senate Standing Committee on Energy is established pursuant to standing order 212
(3) of the Senate Standing Orders. The Committee is mandated to consider all matters
relating to fossil fuels exploration, development, production, maintenance and regulation

of energy.

In the execution of its mandate, the Committee oversees the Ministry of Mining and
Petroleum and the Ministry of Energy.

1.2 Membership of the Committee
The Committee is comprised of the following member-

1. Sen. (Eng.) Ephraim Maina -Chairperson

2. Sen. Mary Seneta -Vice Chairperson
3. Sen. Aaron Cheruiyot -Member

4. Sen. Mithika Linturi ~ -Member

5. Sen. Susan Kihika -Member

6. Sen. (Prof.) Imana Malachy -Member

7. Sen. Ledama Olekina -Member

8. Sen. Mwaruma Johnes -Member

9. Sen. Mercy Chebeni -Member

1.3 Consideration of the Local Content Bill, 2018

Mr. Speaker Sir,

The Local Content Bill, 2018 underwent first reading on 10" May, 2018 and thereafter
committed to the Standing Committee on Energy as provided for in the Standing order
134(1).

m
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Pursuant to Article 118(b) and Standing Order 134(5), which require public participation
and involvement in the legislative and other business of Parliament and its Committees, a
notification was placed in the mainstream print media on 15™ July, 2018 informing the
public that the Committee was considering the Local Content Bill, 2018and inviting them
to submit any representation they may have on the Bill.

Mr. Speaker Sir,

The Committee received views from the public and interest stakeholders in a public
hearing held on 21 June, 2017. Moreover, the Committee held consultative meetings
with the Ministry of Mining and Petroleum to consider pertinent issues that the Bill was
seeking to address. Additionally the Committee received written memorandum from
various stakeholders as is herein outlined.

Thee view were taken into consideration and have been considered in arriving at the
Committee amendments proposed.

1.4 Acknowledgement

The Committee wishes to thank the Offices of the Speaker and the Clerk of the Senate,
for the support extended to it in the processing of this Bill. Similarly, the Committee
extends gratitude to the institutions/organisations that made both oral and written
submissions.

Myr. Speaker Sir,
It is my pleasant duty, pursuant to Standing Order 137 (1), to lay on table the Report of

the Standing Committee on Energy, on the Local Content Bill (Senate Bills No. 10 of
2018).

Date‘\F}@T&\BOL\(L‘QO\%( .................. .......................... | .

SEN. EPHRAIM MAINA,
CHAIRPERSON
STANDING COMMITTEE ON ENERGY.

%\
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1.5 Adoption of the Report

We the members of the Senate Committee on Energy have pursuant to Standing Order
199 adopted this Report on the Local Content Bill (Senate Bills No. 10 of 2018) and affix
our signatures to affirm our approval and confirm its accuracy, validity and
authenticity today Thursday 26" July, 2018:-

No. |NAME DESIGNATION SIGNATURE

1. Sen. Ephraim Maina Chairperson :
V\//k/bkg/‘

2. Sen. Mary Seneta Vice Chairperson Iy W\w

3. Sen. Aaron Cheruiyot Member ;P j, C\/QJ%

)
4. Sen. Mithika Linturi Member
5. Sen. Susan Kihika Member

6. Sen. (Prof.) Imana Malachy Member 1/

7. Sen. Ledama Olekina Member /\/}@, F A
/ /

8. Sen. Mwaruma Johnes Member

9. Sen. Mercy Chebeni Member
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2.1 INTRODUCTION

The Local Content Bill, 2018 (Senate Bill No. 10 of 2018) was read a first time in the
Senate on 10™ May, 2018 and Committed to the Standing Committee on Energy, pursuant
to Standing Order 134(1) of the Senate Standing Orders.

2.1 Background of the Bill
Article 69(1) of the Constitution imposes an obligation on the State to, among other
things,—

(a) ensure the sustainable exploitation, utilization, management and conservation of
the environment and natural resources and ensure the equitable sharing of the
accruing benefits; and

(b) utilize the environment and natural resources for the benefit of the people of
Kenya.

In addition, Article 66(2) of the Constitution further provides that —

Parliament shall enact legislation ensuring that investments in property benefit local
communities and their economies.

The discovery of a number of natural resources, particularly oil, in Kenya has led to the
realization of the existing gap in the framework not only for the management in the
utilization of the resource but also in ensuring that the benefits find their way to the local
communities in the form of income, capacity building and research and development.

The development of the extractive industry in Kenya has often bought with it disruptive
effects particularly with regard to the communities living around the area in which the
resource is explored. In particular, the issues of concern which have arisen out of
extractive activities include —

(a) land acquisition by non-locals where resources are discovered and subsequent
displacement of such locals;

(b) low levels of education and capacity to engage or participate in extractive
activities;

(c) lack of employment of the locals or involvement in the processes connected with
the extractive activities;

(d) lack of public participation; and,

Standing Committee on Energy- Report on the Local Content Bill, 2018 Page 6






(e) the fact that benefits arising out of these extractive activities do not trickle down to
the local communities or benefit the country at large.

These concerns have been intensified by the fact that Kenya does not have in place a
legal framework that would ensure the realization of local content in the extractive
industry value chain.

In order for the local communities, particularly in areas where the resources are extracted,
to benefit from the extraction of resources, there needs to be in place a strong policy and
legal framework on local content in the extractive industry value chain. The framework
would be expected to facilitate the development of local economies by ensuring the
procurement of goods and services by operators that are produced locally, in order to
stimulate local industrial development, capacity building and to increase the local
capability of local enterprises to meet international standards in the supply of goods and
services.

With regard to the extractive industry, local content is expected to occur at the
exploration and appraisal stage, the development stage and at the production stage.
Having in place a local content law would ensure that attention is directed to one singular
objective of developing local content.

2.2 Objects of the Local Content Bill, 2018 (Senate Bill No. 10 of 2018)

This Bill seeks to provide for a framework to facilitate the local ownership, control and
financing of activities connected with the exploitation of gas, oil and other mineral
resources.

In particular, it seeks to ensure that local content is actualized through —

(a) involvement of local communities in the various processes of the extractive
industry value chain and hence, the development and enhancement of income
through training and capacity building, transfer of technology and employment of
such locals;

(b) ensuring that land owners and owners of resources receive the revenue due to
them; and,

(c) targeting income streams to local communities, local enterprises and financial
institutions.

2.3 Overview of the Bill
The Local Content Bill seeks to provide a legal framework for the development and
adoption of local content in order to ensure —

oter e A A R S e S B e o S S S e T Y TR S I ST B T D £ S Tt S S b AP RS ooy T AL TP e 20 SOMATD it e e e A St s |
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(a)  the development of local economies;

(b)  stimulation of industrial development;

(c) increase in local capability;

(d)  building of a skilled workforce; and

(e)  the creation of a competitive supplier base.

Part I of the Bill seeks to apply the legislation to all commercial activities related to the
exploration, development and exploitation of natural resources in the extractive industry
in Kenya. These resources have been defined to mean oil, gas and mining sectors in
Kenya. It also sets out the principal objects of the Act and the principles under Article 66
and 66 of the Constitution which are to guide persons and entities that are involved in the
extractive industry.

Part II of the Bill sets out the role of the National Governments in ensuring that the
objectives of the Bill are realized. In particular, it calls for the identification, by the
National Government of sectors along the extractive value chain in which local content
opportunities exist and the establishment of mechanisms to enhance the attainment of
local content as set out in the Bill. It also calls for the collaboration between the National
Government and the County Governments in matters relating to the implementation of
the Act.

Part III of the Bill sets out the governance framework in relation to the extractive
industry. It provides for the establishment of a Local Content Development Committee
whose main role is to ensure the realization of local content through the recommendation
and implementation of measures for the development, implementation, monitoring and
evaluation of local content and the development of local capacity to take part in the
extractive industry processes. This Part sets out the composition of the Committee
comprising principally of the principal secretaries in the ministries responsible for
matters relating to petroleum, finance, industry and enterprise development and
immigration, the Solicitor-General, the chairperson to the Council of County Governors
and three other persons representing various players in the extractive industry who shall
be appointed by the Cabinet Secretary. The Committee is expected to conduct its affairs
through the Secretariat headed by a Director who shall be competitively recruited by the
Public Service Commission and appointed b'y the Cabinet Secretafy. -

Part IV of the Bill provides a framework for the preparation of local content plans by an
operator involved in the extractive industry. The operator is required to set out in these
plans, the strategies to be adopted by the operator in ensuring that it attains local content
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in the extractive processes that it is involved in. This Part also requires an operator to
prepare and submit to the Committee, an employment and skill development plan, a
research and development plan, a technology transfer plan and a financial services plan
all setting out the manner in which the operator will ensure the uptake of local goods and
services and ensure the transfer of know-how and technology to local communities and
enterprises in the area in which the extractive industry is to be carried out.

In particular, this Part it imposes an obligation on all operators to give first consideration
for the employment of local persons over foreigners, carry out education and training of
locals in the various stages of the extractive industry and progressively minimize the
employment of foreign staff. For this purpose, it imposes an obligation on the operator to
prepare a succession plan for any position not held by a local person.

Part V of the Bill imposes an obligation on an operator to establish a bidding process that
promotes the acquisition of goods and services in a manner that would give a fair
opportunity to local persons to participate in the supply processes. It also imposes an
obligation on the Cabinet Secretary to set a threshold on the minimum Kenyan equity in
an extractive industry company, the number of nationals that are to be hired in an
extractive industry company and, for this purpose, proposes to impose an obligation on
the National Government to carry out corresponding reform measures to ensure that this
objective is realized. It also imposes an obligation on the Cabinet Secretary, on the advice
of the Committee, to put in place tax incentives, including exemptions aimed at
facilitating the realization of local content.

Part VI imposes an obligation on an operator to submit its annual work plan which sets
out the estimate of the local content component of the extractive activities undertaken by
the operator during the period under consideration and an annual statement of the
expenditure incurred in that process. It imposes an obligation on the Committee to make
recommendations for the implementation of support measures to promote the realization
of local content. This Part also provides for a framework for the conduct of public
participate and sets out penalties for the breach of the provisions of the Act.

Part VII sets out transitional provisions with respect to existing contracts and agreements
entered into by an operator prior to the commencement of the Act.
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3.1 PUBLIC PARTICIPATION / STAKEHOLDER CONSULTATIONS
ON THE LOCAL CONTENT BILL, 2018

Pursuant to Article 118 of the Constitution and Standing Order No. 134 (5), the Senate
Standing Committee on Energy, held a public hearing on Local Content Bill, (Senate Bill
No. 10 0f 2018) and met with various stakeholders to discuss the Bill.

The Committee received submissions from the following stakeholders alongside the
general public -

The Ministry of Petroleum and Mining
Kenya Oil and Gas Association

Easter Africa Extractive Consulting Ltd
Kenya Chamber of Mines

George Mati Mucee

Energy Solution Africa Limited
Strathmore University

Base Titanium

Mr. Tony Paul

20N Oy kR
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4.1 COMMITTEE AMENDMETS

Following extensive consultations and discussions, the Committee proposes the following
amendments to the Bill-

CLAUSE 3

THAT clause 3 of the Bill be amended by inserting the words “and minerals”
immediately after the words “other petroleum resources”.

CLAUSE 4

THAT clause of the Bill be amended —

(a) by deleting the words “and their retention in the country” appearing at the end of
paragraph (a);

(b)in paragraph (d) by inserting the word “local” immediately after the words
“capable and sustainable”; and

(c¢) in paragraph (f) by deleting the word “content” appearing immediately after the
words “through local” and substituting therefore the word “capacity”.

CLAUSE 6

THAT clause 6 of the Bill be amended in sub-clause (2) by deleting the expression “(2)”
and substituting therefor the expression “(1)”.

CLAUSE 7
THAT clause 7 of the Bill be amended —
. (a) in paragraph (b) by —
(1) deleting sub-paragraph (i) and substituting the following new paragraph —

(1) managing, in collaboration with the relevant State entity, the pace and
scheduling of extractive industry programmes in order to enable local






persons to take advantage of the opportunities along the extractive value
chain;

(i)  inserting the words “identified by the Committee” immediately after the
words “in-country programmes” in sub-paragraph (ii)

(ii1)  deleting the word “capture” appearing immediately after the words
“development and wealth” in paragraph (iv) and substituting therefor the

word “creation”.

(b) in paragraph (d) by inserting the words “developed by the respective Ministries”
immediately after the words “across all policy frameworks”.

CLAUSE 8
THAT clause 8 of the Bill be amended —
(a) by inserting the following new paragraph immediately after paragraph (f) —

(fa) collaborate with the Committee in the identification of goods and services that are
available within the respective county and keep a data base of such goods and services;

CLAUSE 10
THAT clause 10 of the Bill be amended in sub-clause (2) by inserting the words “the
relevant Ministries and the relevant stakeholders” immediately after the words “the
county governments”.
CLAUSE 11
THAT clause 11 of the Bill be amended by —

() renumbering the existing provision as sub clause (1);

(b) inserting the following new sub-clause immediately after the new sub-clause (1) -

(2) The Committee shall avail for inspection by members of the public, the register kept
by it under subsection (1).
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CLAUSE 12
THAT clause 12 of the Bill be amended in sub-clause (1) by—
(a) inserting the following new paragraph immediately after paragraph (d) —

(da) the Principal Secretary responsible for matters relating to education or a
representative designated in writing;

(b) in paragraph (e) by inserting the words “from persons residing in a county in
which extractive activities are being undertaken”.

CLAUSE 19

THAT clause 19 of the Bill be amended in sub-clause (1) by deleting the words
“Ministry responsible for matters relating to the petroleum industry” appearing
immediately after the words “unit within the” and substituting therefor the words
“respective Ministry”.

CLAUSE 22
THAT clause 22 of the Bill be amended —

(a) in sub-clause (2) by deleting the word “operator” appearing at the beginning of the
sub-clause and substituting therefor the word “applicant”;

(b) in sub-clause (3) by—

(1) deleting the word “operator” appearing at the beginning of the introductory
clause and substituting therefor the word “applicant”;

(i1)  deleting paragraph (c) and substituting therefor the following new
paragraph —

(c¢) workforce development strategies in relation to locals including training plans and
projections to address any competency gaps that may have been identified by the
Committee and the operator in relation to the local labour force;

o S e e T o o s s e e st st e St ot
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(c) by deleting the introductory clause in sub-clause (4) and substituting therefor the
following new introductory clause —

An applicant shall set out in the applicant’s local content plan, the strategies through
which the applicant shall —
CLAUSE 26
THAT clause 26 of the Bill be amended —
(a) in sub-clause (2) by -
1) deleting the word “operator” appearing at the beginning of the sub-clause
and substituting therefor the word “applicant”;
(1)  deleting the word “skills” appearing immediately after the words
“specification of the” in paragraph (a)(1) and substituting therefor the word

“competencies”;

(b) in sub-clause (3) by deleting the word “operator” appearing at the beginning of the
introductory clause and substituting therefor the word “applicant”.

CLAUSE 27

THAT clause 27 of the Bill be amended by inserting the following new sub-clause
immediately after sub-clause (4) —

(4a) The Committee shall —

(a) in consultation with the relevant Ministries, operators and stakeholders,
identify existing gaps in competencies and skills in the local workforce;

(b) develop a common competency system and development plan within the
respective sectors and for the various disciplines required in the

extractive industry;

(c) maintain a database of the skills and competencies available locally; and
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(d) collaborate with the relevant Ministries in building the capacity of local
training institutions to administer the trainings necessary to develop the
skills and competencies identified under paragraph (a).

CLAUSE 38

THAT clause 38 of the Bill be amended by —
(a) deleting sub-clause (3); and
(b) deleting sub-clause (5).

CLAUSE 42

THAT clause 42 of the Bill be amended by deleting the words “grant of a licence”
appearing immediately after the words “company in the”.

CLAUSE 50

THAT clause 50 of the Bill be amended in sub-clause (2) by deleting the word “a”
appearing immediately after the words “the Cabinet Secretary” and substituting therefor
the words “an annual”.

CLAUSE 54
THAT clause 54 of the Bill be amended —

(a) in sub-clause (1) by deleting the words “not more than two million shillings or to
imprisonment for at term of not more than three years” appearing immediately
after the words “a fine of” and substituting therefor the words “at least ten million
shillings or to imprisonment for a term of at least three years”;

(b) in sub-clause (2) by deleting the words “not more than three million shillings or to
imprisonment for at term of not more than five years” appearing immediately after
the words “a fine of” and substituting therefor the words “at least five million
shillings or to imprisonment for a term of at least five years”;

(c) in sub-clause (3) by deleting the words “not more than three million shillings or to
imprisonment for at term of not more than five years” appearing immediately after

%
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the words “a fine of” and substituting therefor the words “at least ten million
shillings or to imprisonment for a term of at least five years”;

(d)in sub-clause (5) by deleting the words “not exceeding eight hundred thousand
shillings or to imprisonment for at term not exceeding twelve months” appearing
immediately after the words “liable to a fine” and substituting therefor the words
“of at least five million shillings or to imprisonment for a term of at least three
years”.

CLAUSE 57
THAT clause 57 of the Bill be amended —

(a)in sub-clause (3) by deleting the words “neglected children” appearing
immediately after the words “in relation to” in paragraph (a) and substituting
therefor the words “the extractive industry”;

(b)in sub-clause (4) by deleting the words “county executive committee member”
appearing immediately after the words “authority of the” in paragraph (a) and
substituting therefor the words “Cabinet Secretary”.
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5.1 COMMITTEE GENERAL OBSERVATIONS

In its consideration of the Bill, the Committee made the following observations-

1. The success of any Local Content legislation is measured by the in-country value
accruing to all citizens during the life of the project and after it winding done;

2. There is discrepancy in the provisions for local content provisions for different
natural resources, moreover, local content requirements do not extend to large
infrastructure projects;

3. There is a need to access the nations capacity to participate actively in the various
natural resources extraction value chains;

4. In- country value cannot be measured in the form of employment, consideration
must be given to the caliber of employment, the improved capacity and enterprise
development;

5. Continuous, monitoring and evaluation will be critical to ensuring compliance
with the local content requirements; and

6. Whereas the target is to achieve maximum participation in the extractives value
chain of local employees and companies, the achievement of this goal will be
gradual.

%
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6.1 COMMITTEE RECOMMENDATIONS AND CONSLUSIONS

6.1 Recommendations

The Committee hereby makes the following general recommendations-

1. Value accruing from local content should be measured as against benefits the
whole country and not be localized to specific counties of communities;

2. There is a need to harmonize the various provision on Local content through -an
overarching national Local Content Policy;

3. The government should embark on an assessment of the nation’s capacity to
actively participate in the extractives value chain by developing and maintaining a
register of the in-country capabilities;

4. Local content should contribute not only to employment but also to the
development of local enterprises; and

5. The Government should empower the Local Content Development Committee to
continuously monitor, evaluate and advise on the development of local content in
Kenya

6.2 Conclusion

The value of Local Content on the African continent cannot be gain said. Across the
content there are numerous examples or resource exploitation whose impact did not affect
the lives of the local communities. The objective here then is to learn from our mistakes.
This is the rationale behind the Local Content Bill, 2018

While the Bill is primarily focused at ensuring local communities and Kenyans at large
reap their due rewards from the extraction of their own resources, it also carefully
recognizes the role of multinational firms. It fosters stakeholder collaboration, the goal
we seek to achieve cannot be reached without collaboration between public, private, civil
society and community stakeholders. The Bill provides an opportunity for Kenya to
develop new and dynamic comparative advantages around the extractives industry. This
is directed at developing globally competitive supplementary industries across the value
chain of the various extractive sectors. This will go a long way in ensuring that Kenya

m
Standing Committee on Energy- Report on the Local Content Bill, 2018 Page 77







continues to benefit from natural resources long after we have run out of our own to
exploit.
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7.1 APPENDICES

7.1 Minutes
7.2 Advertisement
7.3 Memoranda received

7.4 List of participants at Public hearing

Standing Committee on Energy- Report on the Local Content Bill, 2018 Page 79






MINUTES






MINUTES OF THE 9TH SITTING OF THE STANDING COMMITTEE ON
ENERGY HELD ON THURSDAY, 14TH JUNE, 2018 IN THE SENATE
CHAMBER, FIRST FLOOR, COUNTY HALL BUILDINGS FROM 11:00 A.M.

PRESENT

1. Sen. (Eng.) Ephraim Maina -Chairperson
2. Sen. Maty Senata - Vice Chairperson
3. Sen. Metcy Chebeni -Membet
4. Sen. Mwaruma Johnes - Member
5. Sen. Susan Kihika -Member
6. Sen. Ledama Olekina -Member
ABSENT WITH APOLOGY
1. Sen. Mithika Linturi -Member
2. Sen. Aaron Cheruiyot -Member
3. Sen. (Prof.) Imana Malachy -Member
IN ATTENDANCE
Secretariat
1.Ms. Gloria Wawitra -Committee Clerk
2.Ms. Eliabeth Mubhia -Legal Counsel
3.Mr. Wellington Namenge -Researcher
4.Ms. Lucianne Limo -MRO
5.Ms. Sarah Rukwaro -SAA
MIN. NO.054/2018 : PRELIMINARIES

The Chaitperson called the meeting to ordet at 11.20 a.m. and it started with a word of
prayer. He then called for a round if introductions.

MIN. NO.055/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Susan
Kihika and seconded by Sen. Johnes Mwaruma as follows-

1. Preliminaries;

a) Prayer

b) Introductions
. Adoption of the Agenda;
Consideration of the Local Content Bill, (Senate Bill No. 10 of 2018)
Meeting with Sen. Gideon Moi, sponsor of the Local Content Bill, 2018
. House Keeping-

a) Confirmation of Minutes

* Confirmation of Minutes of the 7t sitting of 13t June, 2018
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o Confirmation of Minutes of the 6% sitting of 6% June, 2018
o Confirmation of Minutes of the 4t sitting of 14t March, 2018
b) Legislative proposal- The proposed Energy (Amendment) Bill, 2018
6. Any Other Business;
7. Date of the Next meeting; and
8. Adjournment.

MIN. NO.056/2018: CONSIDERATION OF THE LOCAL CONTENT
BILL, 2018

The Legal Counsel took the Committee through a clause by clause consideration of the Bill
highlighting the salient featutes of the Bill.

MIN. NO.057/2018:  MEETING WITH THE SPONSOR OF THE LOCAL
CONTENT BILL, 2018- SEN. GIDEON MOI

Sen. Gideon Moi informed the members that the Bill had been inspired by the need to
ensure that Kenyans get maximum value from the exploitation of their natural tesoutces. He
explained that mote often than not, mineral resoutces ate discovered in far flung areas where
there is little development and that although the resoutces ate exploited the narrative across
African nations is that the value emanating from these minerals does not trickle down to the
citizens of the Republic.

He explained that the Bill had been passed in the Senate in the 11t Patliament but had failed
to pass in the National Assembly due to adjournment sine die for the election in 2017. He
utged the Committee to expedite the Bill especially in light of the early oil project in Tutkana
County.

MIN. NO 058/2018 ; HOUSEKEEPING

This agenda item was deferred to the next meeting.

MIN. NO 059/2018 : DATE OF THE NEXT MEETING

The next meeting would be on notice

MIN. NO 059/2018 : ADJOURNMENT

Thete being no othet business, the Chaitman adjourned the meeting at thirty minutes after
twelve o’clock.

SEN EPHRAIM MAINA

CHAIRPERSON

oxrms NSEAUGWST DONE
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MINUTES OF THE 1iTH SITTING OF THE STANDING COMMITTEE ON
ENERGY HELD ON THURSDAY. 2ISTTUNE, 2018 IN THE MINI CHAMBER,
FIRST FLOOR, COUNTY HALL BUILDINGS FROM 10:00 A.M.

PRESENT

1. Sen. (Eng.) Ephraim Maina -Chairperson
2. Sen. Mary Senata - Vice Chairperson
3. Sen. Mithika Linturi -Member
4. Sen. Ledama Olekina -Member
5. Sen. Aaron Cheruiyot -Member
6. Sen. (Prof) Imana Malachy -Member
ABSENT WITH APOLOGY
1. Sen. Susan Kihika -Member
2. Sen. Mwaruma Johries - Member
3. Sen. Mercy Chebeni -Member
IN ATTENDANCE
Secretariat
1.Ms. Gloria Wawira -Committee Clerk
2.Ms. Elizabeth Muhia -Legal Counsel
3.Mzx. Wellington N amenge -Researcher
4.Ms. Lucianne Limo -MRO
5.Ms. Sarah Rukwaro -SAA
MIN. NO.065/2018 : PRELIMINARIES

The Chairperson called the meeting to order at 10.20 a.m.and started with a word of prayer.
He then called for a round if introductions.

MIN. INO.066/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Ledama
Olekina and seconded by Sen. Aaron Cheruiyot as follows-

1. Preliminaries;
a) Prayer
b) Introductions
2. Adoption of the Agenda;
3. Public Hearing on the Local Content Bill, 2018;
4. House Keeping-
a) Confirmation of Minutes

® Confirmation of Minutes of the 7t sitting of 13t June, 2018
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o Confirmation of Minutes of the 6% sitting of 6% June, 2018
o Confirmation of Minutes of the 4% sitting of 14 March, 2018
b) Legislative proposal- The proposed Enetgy (Amendment) Bill, 2018;
c) Invitation to follow up meeting with ERC and Treasury on the imposition
of VAT on Petroleum products;
5. Any Other Business;
6. Date of the Next meeting; and
7. Adjournment

MIN. NO.067/2018: PUBLIC HEARING ON THE ILOCAL CONTENT
BILL, 2018

The Chairperson began by welcoming the stakeholders to the hearing, he thanked them for
taking the time to attend the public hearing. He emphasized the importance of the views of
the ‘mwananchi’ in the law making process and stated that the Committee was happy to
receive the views.

The Committee then teceived views for the following stakeholders-

Kenya Oil and Gas Association

Easter Africa Extractive Consulting Ltd
Kenya Chamber of Mines

Geotge Mati Mucee

Energy Solution Africa Limited
Strathmote University

Base Titanium

Kipya Africa Ltd A

Geothermal Association of Kenya

W oAb

Duting the deliberations, the following issues wete highlighted-

1. the need for an overarching and guiding legislation on Local Content application
across the oil and gas industry and other sectors.

2. the scope of the Bill, contradicting views coming from stakeholder in the mining
sector who propose that the local content regime under the Mining Act, 2015 is
sufficient and those who advocate for one overarching legislation on local content.

3. concerns over the administration of the Bill and the bodies created thereunder.

4. the definition and scope of local- whether representing Kenyans in genetals of
resident of Turkana County or persons of Turkana ethnicity. 4

5. the cost of implementing the trequirements of the Bill on the oil and gas companies
and its implication on cost oil.

MIN. NO 068/2018 : HOUSEKEEPING

This agenda item was deferred to the next meeting.



MIN. NO 069/2018 : DATE OF THE NEXT MEETING

The next meeting would be on notice

MIN. NO 070/2018 : ADJOURNMENT

There being no other business, the Chaitman adjourned the meeting at thirty minutes after
twelve o’clock.
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MINUTES OF THE 13TH SITTING OF THE STANDING COMMITTEE ON
ENERGY HELD ON WEDNESDAY, 4TH TULY, 2018 IN THE CPA ROOM,
FROM 11:00 A.M.

PRESENT
1. Sen. (Eng) Ephraim Maina -Chairperson
2. Sen. Mary Senata - Vice Chairperson
3. Sen. ( Prof.) Imana Malachy -Member
4. Sen. Susan Kihika -Member
5. Sen. Mwaruma Johnes - Member
ABSENT WITH APOLOGY
" 1. Sen. Metcy Chebeni -Membet
2. Sen. Mithika Linturi -Member
3. Sen. Ledama Olekina -Member
4. Sen. Aaron Cheruiyot -Member
[N ATTENDANCE
Secretariat
1.Mr. Joseph Mwangi -Committee Cletk
2.Ms. Elizabeth Muhia -Legal Counsel
3.Mr. Wellington Namenge -Researcher
4. Ms. Lucianne Limo -MRO
5.Ms. Sarah Rukwato -SAA
6.Mr. Nixon Kibet -Audio Recotding Officer
MIN. NO.078/2018 : PRELIMINARIES

The Chairperson called the meeting to order at 11.22 a.m. and started with a wotd of prayer.
He then called for a round of introductions.

MIN. NO.079/2018 . ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Mary
Seneta and seconded by Sen. Susan Kihika as follows- o

1. Preliminaties;
a) Prayet
b) Introductions
. Adoption of the Agenda;
. Meeting with the Ministry of Petroleum on the Local Content Bill, 2018;
. Housekeeping- Consideration of draft work schedule for July, 2018;
. Any Other Business;
Date of the Next meeting; and
. Adjournment.
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MIN. NO.080/2018: MEETING WITH THE MINISTRY OF PETROLEUM ON
THE LOCAL CONTENT BILL, 2018;
The Chairperson invited the Principal Secretary Petroleum and Mining to make his

submissions on the Local Content Bill, 2018.

During the deliberations, the following issues wete highlighted-

1. The Bill places onerous obligations on the operator and it would be important to
determine what the strategic objectives are in enacting the Bill

2. The local content plans should be submitted at the point at which oil is discovered.
At the point of application of a licence, it is the field development plans that should
be submitted for the purpose of prospecting oil.

3. We need to be clear as to who catties out the skills gap analysis and this role should
be catried out by the Committee mentioned in the Bill.

4 The committee should include representatives from the Ministry of Education,
National Treasury and the Ministry of industrialization, given the fact these two
sectors are critical if we are to develop and retain skills in the extractive industty

5. We should work towards ensuting 100% local content gradually

6. It would be important to define whatajoint venture company is -~ :

7. On training, transfer of technology, a facilitative role and not an obligation should be
conferred on the operatot.

8. We should be clear as to the nature of research that is it to be catried out by an
operator and the use to which the monies set aside by an opetator to conduct
research will be put to.

9. Financial services plans: we should be more presctiptive. We also need to know what
kind of financial services that are being referred to. Perhaps the entire clause needs to
be reviewed given the fact operatots cannot be tied to local financial institutions.

e e e~ am st~ Y AT TATITITNTITAYR T AARTOTTNTIT ATTANT nNT? nND ATT
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WORK SCHEDULE FOR JULY, 2018;

This agenda item was deferred to the next meeting.

MIN. NO 082/2018 : ANY OTHER BUSINESS

The Chairpetson appreciated the Principal Sectetary for attending the meeting and for the
- commissioning of the Oil Pipeline from Mombasa to Naitobi that had been undertaken the
previous week.

MIN. NO 083/2018 : DATE OF THE NEXT MEETING

The next meeﬁng would be called by notice

MIN. NO 084/2018 : ADJOURNMENT

Thete being no other business, the Chairman adjourned the meeting at thirty seven minutes
after twelve o’clock.
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SEN EPHRAIM MAINA

CHAIRPERSON
DATE: ..o 260 JOEL 20U K
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MINUTES OF THE 14TH SITTING OF THE STANDING COMMITTEE ON

ENERGY HELD ON WEDNESDAY, 11TH JULY, 2018 IN THE CPA ROOM,
FROM 11:00 A.M.

PRESENT

1. Sen. (Eng.) Ephraim Maina -Chairperson

2. Sen. Mary Senata - Vice Chairperson

3. Sen. ( Prof)) Imana Malachy -Membet

4. Sen. Mwaruma Johnes - Member

5. Sen. Ledama Olekina -Membet

6. Sen. Metrcy Chebeni -Member
ABSENT WITH APOLOGY

1. Sen. Mithika Linturi -Member

2. Sen. Aaron Cherutyot -Member

3. Sen. Susan Kihika -Member
IN ATTENDANCE
Secretariat

1.Mr. Joseph Mwangi -Committee Clerk

2.Ms. Elizabeth Muhia -Legal Counsel

3.Mz. Wellington Namenge -Researcher

4 Ms. Sarah Rukwato -SAA

5.Mzt. Collins Mahamba -Audio Recording Officer
MIN. NO.085/2018 : PRELIMINARIES

The Chaitperson called the meeting to order at 11.15 a.m. and started with a word of prayer.

MIN. NO.086/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Ledama
Olekina and seconded by Sen. Metcy Chebeni as follows- '
1. Preliminaries;
Adoption of the Agenda;
Consideration of submissions on the Local Content Bill, 2018;
Pre-publication scrutiny the Energy (Amendment) Bill, 2018;
. Housekeeping- Consideration of draft work schedule for July, 2018;
. Any Other Business;
. Date of the Next meeting; and
. Adjournment.

0~ U AN

llPa'g-e



 MIN. NO.087/2018: CONSIDERATION OF SUBMISSIONS ON THE LOCAL
CONTENT BILL, 2018;

The Chairperson invited the secretatiat to go through the submissions made on the Local
Content Bill, 2018.

During the deliberations, the following issues were highlighted-

1. On the Preamble, another terminology was to be given in place of “other petroleum
resources”

9. Clatification was sought on who the Geothermal Association of Kenya wete.

3. The need to seek the Ministry of Energy’s views on Clause 3 where 2 proposal was
given to extend the application of the Bill to include the geothermal sector.

4. Clause 12(1) There was need to determine the criteria of nominating the seven
persons by the council of governors and the relevant principal sectetaties ought to be
included in the team; the Ministries of Education, Industtialization and Treasuty.

5 Membets resolved that there was need to visit Turkana county to engage in public
participation with the locals whose views had not been heard as they did not attend
the public heating.

6. The need to have one Bill that deals with all extractives was also debated on.

%

MIN. NO 088/2018 :PRE-PUBLICATION SCRUTINY THE ENERGY
(AMENDMENT) BILL, 2018;

This agenda item was deferred to the next meeting.

MIN. NO 089/2018 . HOUSEKEEPING- CONSIDERATION OF DRAFT
WORK SCHEDULE FOR JULY, 2018;
This agenda item was deferred to the next meeting.

MIN. NO 090/2018 : ANY OTHER BUSINESS

1. There was need for the secretatiat to send briefs for the meeting eatly enough for
Members to familiatize themselves with ahead of the meeting.

2. The issue of Members missing meetings was discussed with a view for the Committee
to follow the Senate Standing Orders on a Member who misses four consecutive
meetings.

3. There was need for the Committee to schedule a retreat where they would work on
the Local Content Bill, 2018.

MIN. NO 091/2018: DATE OF THE NEXT MEETING

The next meeting would be called by notice.
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MIN. NO 092/2018 : ADJOURNMENT

There being no other business, the Chairman adjourned the meeting at forty minutes after
one o’clock.

SEN EPHRAIM MAINA

CHAIRPERSON
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MINUTES OF THE 15TH SITTING OF THE STANDING COMMITTEE ON
ENERGY HELD ON WEDNESDAY, 18TH JULY, 2018 IN THE CPA ROOM,
FROM 11:00 A.M.

PRESENT

1. Sen. (Eng.) Ephraim Maina -Chairperson

2. Sen. Mary Senata - Vice Chairperson

3. Sen. Mithika Linturi -Member

4. Sen. (Prof.) Imana Malachy -Member

5. Sen. Mwaruma Johnes - Member

6. Sen. Mercy Chebeni -Member
ABSENT WITH APOLOGY

1. Sen. Ledama Olekina -Member

2. Sen. Aaron Cheruiyot. -Member

3. Sen. Susan Kihika -Member
IN ATTENDANCE
Secretariat

1.Ms. Gloria Wawira -Committee Clerk

2.Ms. Elizabeth Muhia -Legal Counsel

3.Mz. Wellington Namenge -Reseatcher

4.Ms. Sarah Rukwaro -SAA

5.Mt. Collins Mahamba -Audio Recording Officer
MIN. NO.093/2018 : PRELIMINARIES

The Chairperson called the meeting to order at 11.15 a.m. and started with a wotd of prayer.

MIN. NO0.094/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Maty
Seneta and seconded by Sen. Mercy Chebeni as follows-
1. Preliminaties;
a) Prayer
b) Introductions
. Adoption of the Agenda;
3. The Local Content Bill, 2018;

e Consideration of submissions from the public

N

e Consideration of Draft amendments
4. Pre-publication scrutiny the Energy (Amendment) Bill, 2018;
5. The Energy Bill (National Assembly Bill No. 50 of 2017)

e First reading & committal to Energy Committee
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e Public heatring & stakeholder meetings
6. The Petroleum (Exploration Development &Production)Bill (National
Assembly Bill No. 48 of 2017)
e First reading & committal to Energy Committee
e Public hearing & stakeholder meetings
7. Any Other Business;
8. Date of the Next meeting; and
9. Adjoutnment

MIN. NO.095/2018 . CONSIDERATION OF SUBMISSIONS ON
THE LOCAL CONTENT BILL, 2018

The Committee concluded its consideration of submissions on the Local Content Bill, 2018.

Tt resolved to consider the amendments at the net meeting.

MIN. NO.096/2018 :PRE-PUBLICATION SCRUTINY THE
ENERGY (AMENDMENT) BILL, 2018

The Committee was taken through the draft Energy (Amendment) Bill, 2018. The objective
of the Bill is to tequire that County Government use tenewable enetgy in the form of solar
for street lighting. '

The Committee tesolved to conclude consideration of the legislative proposal at the next
Committee meeting after hearing from the sponsor of the Bill, Sen. Aaron Cheruiyot.

MIN. NO.097/2018 : THE ENERGY BILL (NATIONAL ASSEMBLY
BILL NO. 50 OF 2017)

The Committee was notified that the Energy Bill (National Assembly Bills No. 50 of 2017)
' was read a first time on the floot of the senate on 4t July, 2018 and that the committee had
30 days to repott to the senate.

The Committee deferred the setting of dates for public heating and retreats on the Bill to the
next meeting.

MIN. NO.098/2018 . THE PETROLEUM (EXPLORATION
DEVELOPMENT &PRODUCTION)  BILL
(NATIONAL ASSEMBLY BILL NO. 48 OF 2017)

The Committee was notified that the Petroleum (Exploration, Development and
Production) Bill (National Assembly Bills No. 48 of 2017) was read a first time on the floor
of the senate on 10t July, 2018 and that the committee had 30 days to report to the senate.
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The Committee deferred the setting of dates for pubilic hearing and retreats on the Biil to the

next meeting.

MIN. NO 099/2018 . DATE OF THE NEXT MEETING

The next meeting would be on Wednesday, 25 July, 2018.

MIN. NO 100/2018: ADJOURNMENT

There being no other business, the Chairman adjourned the meeting at twenty minutes after
one o’clock.

SEN EPHRAIM MAINA

CHAIRPERSON






MINUTES OF THE 16TH SITTING OF THE STANDING COMMITTEE ON

ENERGY HELD ON THURSDAYY, 26TH JULY, 2018 IN THE COMMITTEE
ROOM 4, FROM 10:00 A.M.

PRESENT
1. Sen. (Eng.) Ephraim Maina -Chairperson
2. Sen. Mary Senata - Vice Chairperson
3. Sen. (Prof.) Imana Malachy -Member
4. Sen.Ledama Olekina -Member ( Chairing)
5. Sen. Aaron Cheruiyot -Member
ABSENT WITH APOLOGY
1. Sen. Mwatuma Johnes - Member
2. Sen. Mercy Chebeni -Member
3. Sen. Mithika Linturi -Member
4. Sen. Susan Kihika -Member
IN ATTENDANCE
Secretariat
1.Ms. Gloria Wawira -Committee Clerk
2.Ms. Elizabeth Muhia -Legal Counsel

3.Mzr. Wellington Namenge -Researcher

MIN. NO 101/2018 : PRELIMINARIES

Once quotum was constituted, the member’s present in accordance with to standing order
196 of the Senate Standing Otrders choose Sen. Ledaam Olekina to chair the meeting
awaiting the arrival of the Chairperson. The meeting was called to order at 10.20 a.m. and
started with a word of prayer.

MIN. NO.102/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Aaton
Cheruiyot and seconded by Sen. (Prof.) Imana Malchy as follows-

AGENDA
1. Pteliminaries;
a) Prayer
. b) Introductions
2. Adoption of the Agenda;
Pre-publication scrutiny the Energy (Amendment) Bill, 2018;
4. The Local Content Bill, 2018;

o Consideration of Draft amendments

3
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5. The Energy Bill (National Assembly Bill No. 50 of 2017)
o Timelines for Committee Stage
e Public heating & stakeholder meetings
6. The Petroleum (Exploration Development &Production)Bill (National
Assembly Bill No. 48 of 2017)
e Timelines for Committee Stage
o Public hearing & stakeholder meetings
7. Any Other Business;
8. Date of the Next meeting; and
9. Adjournment.

MIN. NO.103/2018 :  PRE-PUBLICATION _ SCRUTINY THE
ENERGY (AMENDMENT) BILL, 2018

The sponsor- of the Bill, Sn. Aaton Cheruiyot explained to the Committee that the object of
the Bill was to require counties to us e solat electricity for street lighting in a bid to cutd
escalating cost of electricity borne by counties following the National street lighting
initiative.

The membets raised concerns about the initial cost of solar installations; they were also
concetrned that the amendment of the Bill was to the Energy Act, 2006 which would soon be
repealed if the Energy Bill, 2017 was passed.

The Committee resolved that the secretatiat would advise the sponsor on if the Bill could be
included as patt of the Enetrgy Bill, 2017 and the Committee would then tesolve a way
forward on the Bill.

MIN. NO.104/2018 : CONSIDERATION OF DRAFT
AMENDMENTS, LOCAL CONTENT BILL, 2018;

The Committee considered the draft amendment and approved the following Amendments-
CLAUSE 3

THAT clause 3 of the Bill be amended by inserting the words “and minerals” immediately
after the words “other petroleum resources™.

CLAUSE 4
THAT clause of the Bill be amended —

2) bv deleting the words “and their retention in the countty” appeating at the end of
y g try” app g
~ patagraph (a); '

(b) in paragraph (d) by inserting the word “local” immediately after the words “capable
and sustainable”; and
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(c) in paragraph (f) by deleting the word “content” appearing immediately after the
words “through local” and substtuting therefore the word “capacity”.

CLAUSE 6

THAT clause 6 of the Bill be amended in sub-clause (2) by deleting the expression “(2)” and
substituting therefor the expression “1)”.

CLAUSE7
THAT clause .7 of the Bill be amended —
(8) in paragraph (b) by —
()  deleting sub-paragraph (i) and substituting the following new paragraph —
@ managing, in collaboration with the relevant State entity, the pace and
scheduling of extractive industry programmes in order to enable local petsons

to take advantage of the opportunities along the extractive value chain;

() inserting the words “identified by the Committee” immediately after the
words “in-country programmes” i sub-patagraph (ii)

(iify ~ deleting the word “capture” appeating immediately after the words
“development and wealth” in paragraph (iv) and substituting therefor the

wotd “creation”.

(b) in paragraph (d) by inserting the words “developed by the respective Ministries”
immediately after the words “across all policy frameworks”.

CLAUSE 8
THAT clause 8 of the Bill be amended —
(a) by inserting the following new paragraph immediately after patagraph (f) -
(fa) collaborate with the Committee in the identification of goods and services that are

available within the respective county and keep a data
base of such goods and setrvices;

CLAUSE 10
THAT clause 10 of the Bill be amended in sub-clause (2) by inserting the words “the

relevant Ministries and the relevant stakeholders™
immediately after the words “the county governments”.
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CLAUSE 11
THAT clause 11 of the Bill be amended by —
() tenumbering the existing provision as sub clause (1);
(b) inserting the following new sub—claﬁse immediately after the new sub-clause (1) —

(2) The Committee shall avail for inspection by membets of the public, the register kept by it
under subsection (1).

CLAUSE 12
THAT clause 12 of the Bill be amended in sub-clause (1) by—
(a) inserting the following new paragraph immediately after paragraph (d) —

(da) the Principal Secretary responsible for matters relating to education or a representative
designated in writing;

(b) in patagraph (e) by inserting the words “from persons residing in a county in which
extractive activities are being undertaken”.

CLAUSE 19
THAT clause 19 of the Bill be amended in sub-clause (1) by deleting the words “Ministry
' tesponsible for matters relating to the petroleum
industry” appeating immediately after the words “unit
within the” and substituting therefor the words
“respective Ministry”.
CLAUSE 22
THAT clause 22 of the Bill be amended —

(2) in sub-clause (2) by deieting the word “operator” appearing at the beginning of the
sub-clause and substituting therefor the wotd “applicant”;

(b) in sub-clause (3) by—

@ deleting the word “operator” appearing at the beginning of the introductory
clause and substituting therefor the word “applicant”;

(i)  deleting paragraph (c) and substituting therefor the following new paragraph —

(9 wotkforce development strategies in relation to locals including training plans and
projections to address any competency gaps that may
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have been identified by the Committee and the operator
in relation to the local labour force;

(&) by deleting the introductory clause in sub-clause (4) and substituting therefor the
following new introductory clause —

An applicant shall set out in the applicant’s local content plan, the strategies through which
the applicant shall —
CLAUSE 26
THAT clause 26 of the Bill be amended — -
(2) in sub-clause (2) by -
@ deleting the word “operator” appearing at the beginning of the sub-clause and
substituting therefor the word “applicant”;

()  deleting the word “skills” appearing immediately after the words “specification

of the” in paragraph (2)(i) and substituting therefor the word “competencies”;

(b) in sub-clause (3) by deleting the word “operator” appearing at the beginning of the
introductory clause and substituting therefor the word “applicant”.

CLAUSE 27

THAT clause 27 of the Bill be amended by insetting the following new sub-clause
immediately after sub-clause (4) —

(42) The Committee shall —

(a) in consultation with the relevant Ministries, operators and stakeholders,
identify existing gaps in competencies and skills in the local wotkforce;

(b) develop a common competency system and development plan within the
respective sectors and for the various disciplines requited in the extractive

industry;

(c) maintain a database of the skills and competencies available locally; and

(d) collaborate with the relevant Ministries in building the capacity of local
training institutions to administer the trainings necessary to develop the

skills and competencies identified under paragraph (a).

CLAUSE 38
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THAT clause 38 of the Bill be amended by —
(2) deleting sub-clause (3); and
(b) deleting sub-clause (5).

CLAUSE 42

THAT clause 42 of the Bill be amended by deleting the words “grant of a licence”
appeating immediately after the words “company in
the”.

CLAUSE 50

THAT clause 50 of the Bill be amended in sub-clause (2) by deleting the word “a”
appeating immediately after the words “the Cabinet

Sectetaty” and substituting therefor the words “an
g
annual”.

CLAUSE 54
THAT clause 54 of the Bill be amended —

(a) in sub-clause (1) by deleting the words “not more than two million shillings ot to
imprisonment for at term of not more than three years” appeating immediately after
the words “a fine of’ and substituting thetefor the words “at least ten million
shillings or to imptisonment for a term of at least three years™;

(b) in sub-clause (2) by deleting the wotds “not more than three million shillings ot to
imprisonment for at term of not morte than five years” appearing immediately after
the words “a fine of’ and substituting thetefor the words “at least five million
shillings ot to imptisonment for a term of at least five years”;

(c) in sub-clause (3) by deleting the words “not more than three million shillings ot to
imprisonment for at term of not mote than five years” appeating immediately after
the words “a fine of’ and substituting therefor the words “at least ten million
shillings or to imprisonment for a term of at least five years”;

(d) in sub-clause (5) by deleting the words “not exceeding eight hundred thousand
shillings or to imprisonment for at term not exceeding twelve months” appeating
immediately after the words “liable to a fine” and substituting therefor the words “of
at least five million shillings or to imprisonment for a term of at least three yeats”.

CLAUSE 57

THAT clause 57 of the Bill be amended —

6|Page



. in sub-clause (3) by deleting the words “neglected children™ appeating immediately
after the words “in relation to” in paragraph (a) and substituting therefor the words
“the extractive industry”’;

) in sub-clause (4) by deleting the words “county executive committee member”
appeating immediately after the words “quthority of the” in paragraph (2) and
substituting therefor the words “Cabinet Sectetary”.

MIN. NO.105/2018 . THE ENERGY BILL (NATIONAL ASSEMBLY
BILL NO. 50 OF 2017)

The Committee resolved to hold a retreat with the Ministry of Energy to consider the Bill
clause by clause from 9th -13th August, 2018 in Mombasa County.

MIN. NO.106/2018 THE PETROLEUM (EXPLORATION
DEVELOPMENT &PRODUCTION)BILL

(NATIONAL ASSEMBLY BILL NO. 48 OF 2017)

The Committee resolved to hold a retreat with the Mlmstry of Mining & Petfoléum to
consider the Bill clause by clause from 9th -13th August, 2018 in Mombasa County.

MIN. NO.107/2018 : ANY OTHER BUSINESS

There was no other business.

MIN. NO 108/2018: DATE OF THE NEXT MEETING

The next meeting would be on notice.

MIN. NO 109/2018: ADJOURNMENT

There being no other business, the Chaitman adjourned the meeting at 12.00 p.m.

SEN EPHRAIM MAINA
CHAIRPERSON
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MINUTES OF THE 17™ SITTING OF THE STANDING COMMITTEE ON
ENERGY HELD ON THURSDAYY, 26TH JULY, 2018 IN THE SENATORS’
LOUNGE., FROM 2:00 P.M.

PRESENT
1. Sen. (Eng.) Ephraim Maina -Chairperson
2. Sen. Mary Senata - Vice Chairperson
3. Sen. (Prof.) Imana Malachy -Member
4. Sen. Ledama Olekina -Member
5. Sen. Aaron Cheruiyot -Member
ABSENT WITH APOLOGY
1. Sen. Mwaruma Johnes - Membet
2. Sen. Mercy Chebeni -Member
3. Sen. Mithika Linturi -Member
4. Sen. Susan Kihika -Member
IN ATTENDANCE
Secretariat
1.Ms. Gloria Wawira -Committee Clerk
MIN. INO.110/2018 : PRELIMINARIES :

The Chairperson called the meeting to otder at 2.00 p.m. and started with a word of prayer.

MIN. INO.111/2018 : ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as presented having been proposed by Sen. Maty
Seneta and seconded by Sen. Ledama Olekina as follows-
1. Preliminaries; '
a) Prayer
b) Introductions
2. Adoption of the Agenda;
3. The Local Content Bill, 2018;
® Consideration & Adoption of Report
4. Any Other Business;
Date of the Next meeting; and
6. Adjournment

o

MIN. NO.112/2018 : CONSIDERATION OF THE REPORT ON
THE LOCAL CONTENT BILIL, 2018
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The Committee members considered and adopted the report of the Committee on its
consideration of the Local Content Bill, 2018.

MIN. NO.113/2018 : ANY OTHER BUSINESS

There was no other business.

MIN. NO 114/2018: DATE OF THE NEXT MEETING

The next meeting would be on notice.

MIN. NO 115/2018: ADJOURNMENT

Thete being no other business, the Chaitman adjourned the meeting at 2.30 p.m.

SEN EPHRAIM MAINA

& CHAIRPERSON
DATE: \S'AW‘G\“‘T ...... O N
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REPUBLIC OF KENYA

ELEVENTH PARLIAMENT

SRR m‘rﬁg‘}:;,‘}ai?ﬁ "~'~ ST R ;
(ot 1T o o == 4 g Y v ¢
RECEIPT OF MEMOR,

| Th Loal Contnt Bill (Senate Bills No.10 of 2

018)

- The Local Content Bill (Senate Bills No. 10 of 2018) was read a First Time in the Senate
on Thursday, 10th May, 2018 and was thereafter committed to the Senate Standing
Committee on Energy for consideration.

Pursuant to the provisions of Article 18(1) (b) of the Constitution and standing order
134 of the Standing Orders of the Senate, the Senate Standing Committee on Energy
now invites interested members of the public and stakeholders to submit their views on
the Bill. The views may be submitted through submission of written memoranda in the
following manner-

Public Hearing for the Bill shall be held on Thursday, 215t June, 2018 from 10:00 a.m. to
1:00 p.m. at the County Hall Mini Chamber, First Floor, County Hall Building, Nairobi:
or

Written Memoranda may be forwarded to the Clerk of the Senate/ Secretary,
Parliamentary Service Commission, P.0. Box 41842-00100, Nairobi, hand-delivered to
the Office of the Clerk of the Senate/ Secretary, Parliamentary Service Commission,
First Floor, Main Parliament Buildings, Nairobi or emailed to csenate@parliament.
go.ke, to be received on or before Wednesday, 20t June, 2018 at 5.00 p.m.

The Bill may be found on the Parliament website at http:/www.parliament.go.ke/
senate.

CLERK OF THE SENATE/ SECRETARY,
PARLIAMENTARY SERVICE COMMISSION.







MEMORANDA
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.+ Zimbra csenate@parliament.go.ke

MEMORANDUM BY EASTERN AFRICA EXTRACTIVE CONSULTING LIMITED TO
THE SENATE STANDING COMMITTEE ON ENERGY WITH RESPECT TO THE
LOCAL CONTENT BILL, 2018.

From : Faith Waigwa <faithwaigwa@gmail.com> Thu, Jun 21, 2018 03:56 PM
Subject : MEMORANDUM BY EASTERN AFRICA EXTRACTIVE 1 attachment
CONSULTING LIMITED TO THE SENATE |
STANDING COMMITTEE ON ENERGY WITH Dbon @

RESPECT TO THE LOCAL CONTENT BILL, 2018. D L 9
To : csenate@parliament.go.ke

Cc :Gloria W Advocate <gloriaednah@gmail.com>, (i dle ceel ST

Martin Muhoro
<martinmuhindimuhoro@gmail.com>, Abel
Nyamai <Abel.Nyamai@strathmore.edu>, Janet o
Okari <janet.okari@yahoo.com>, Julius kemboy
<kemboy@kemboylaw.com>, Julius Kemboy
<jkemboy@icloud.com>, maria kirima
<maria.kirima@yahoo.com>,
mercyleneshiro@yahoo.com, M Kimani
<kimhoreria@gmail.com>,
BULLE@hassanbuleadvocates.com,
BULLE@hbulleadvocates.co.ke, Purity Kibugi
<pnwangigi@gmail.com>, sheila nandako
<snandako@gmail.com>, Thomas Louis
<tommilouis@gmail.com>, Victor Bett
<bettvictorkip@gmail.com>, Kirui Victor Lim 2
<victorkirui623@gmail.com>, zadarack achoki
<zeddachoki@gmail.com>,
mohamedbillow@gmail.com, Phillips Anyang
Ngong <ngonganyang@gmail.com>, Phillips
Anyang Ngong <anyang@Ilawyer.com>, Veronica
Tayo <v.tayo@va-advocates.com>, faiTH
WAIGWA <faith.waigwa@nowadvocates.co.ke>

Dear Sir,

]: b:RbCT@R COMMIT
The above subject matter and your notice on public et

z “\""“*—-\_ ‘ ’ +
hearings/receipt of memoranda of 14th June 2018 refers.‘“‘wmﬁxmﬁ_th

Pursuant to the aforesaid notice, Eastern Africa Extractive
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Consulting Limited today appeared before the Senate Committee on
Energy and presented its concerns on various provisions of the
Local Content Bill, 2018 orally and thereafter, handed over its

written Memorandum in hard copy to the Committee through madam
Gloria Wawira.

As requested by the Committee, find herein as an attachment a
soft copy of the Memorandum by Eastern Africa Extractive
Consulting Limited for your consideration.

We trust that the Committee will incorporate most of our proposed
amendments if not all.

Thank you.

F. Waigwa

MEMORANDUM TO THE SENATE STANDING COMMITTEE ON ENERGY ON
[¥) LOCAL CONTENT BILL,2018 .docx
29 KB

6/22/2018, 7:45 AM






EASTERN AFRICA EXTRACTIVE CONSULTING LIMITED

MEMORANDUM TO THE SENATE STANDING COMMITTEE ON ENERGY

Julius Kemboy (Chairman), Faith Waigwa (Vice-Chairman)
Martin Muhoro (Managing Director), Philips Ngong (Managing Director-South Sudan
: Chapter)

Maria Kirima (Administration Director) , Janet Okari (Human Resource Director,
Veronica Mwangoma (Legal Services Director) , Thomas Abira (Finance Director) ,
Victor Kipchirchir (Marketing & Advertising Director), Abel Nyamai, Mohamed Billow,
Zadrack Achoki, Mercylene Njoroge, Sheila Nandako, Michael Horeria, Victor Bett
(Directors)



SUBMISSION
BY
EAASTERN AFRICA EXTRACTIVE CONSULTING LIMITED
TO

THE SENATE STANDING COMMITTEE ON ENERGY ON MATTERS RELATING TO
THE LOCAL CONTENT BILL (SENATE BILLS NO.10 OF 2018)

THURSDAY 2157 JUNE 2018

THE COUNTY HALL MINI CHAMBER, FIRST FLOOR, COUNTY HALL BUILDING,
NAIROBI

Honourable Chairperson of the Senate Standing Committee on Energy,
Distinguished Honourable members of the Senate,
Ladies and Gentlemen,

We thank you for affording us the opportunity to make our presentation on the Local
Content Bill (Senate Bill No.10 of 2018) (hereinafter the Local Content Bill, 2018) and
welcome the opportunity to address you.

Eastern Africa Consulting Limited is a company registered in Kenya with operations in
Kenya and South Sudan. Our Strategic Intent is to transform the oil and gas industry in
the region into the economic engine for job creation and National Participation by
organizing and developing in-country capacity and indigenous capabilities in all sectors of
the economy. Our Vision is to see a sustainable integration of oil and gas activities to
other sectors of the economy. Our philosophy is that through participation of the 'people’,
a true and lasting 'license to operate' is achieved.

The Petroleum, Oil and Gas industry is emerging in the Country with enormous economic
opportunities for Kenyans. As such, it is imperative to provide a framework to ensure that
the benefits relating to the resource trickle down to Kenyans. The Senate has developed a
Local Content Bill, 2018 pursuant to its functions under article 96 of the Constitution.
Having reviewed the contents of the Bill, we hereby make the following comments,
observations and proposals:



SPECIFIC COMMENTS

No. |Issues Provision in | Problem Remedy

the Local
Content Bill

1. Preamble Preamble In the introduction | The words “other
section also known as | petroleum
the preamble, the Bill | resources” be
restricts/limits  itself | substituted with
to gas, oil and other | “minerals” for the
petroleum resources. | Bill to substantively
However, Section 2 of | provide for the
the Bill assigns the | extractive industry
meaning of | and rationalize this
'extractive  industry' | inconsistency.
as oil, gas and mining
sectors in Kenya.

2. Interpretation | Section 2 Labour and services | Substitute 50%
used in the | with an irreducible
manufacture of local | minimum
goods must be at| percentage of 20%
least 50% of the cost |to be reviewed
of the finished | progressively.
product. This higher
requirement may not
be practical to our
developing economy.

3. Application Section 3 The use of “other | Replace “other
petroleum resources” | petroleum
is limiting in view of | resources” with
the fact that the | “minerals”.
extractive industry
has been
The wuse of “all | Ammend the
commercial activities | section to read
related to the | “......all commercial
exploration” locks out | activities in and
core activities during | related to the
exploration. exploration......” to

ensure all activities
are included.

4, Objects and | Section 4(d) | The use of the words | Amend the sub-

purposes “sustainable  labour | section to read




force” is open to|".... sustainable
foreign labour force | local labour
which is not an|force......”
objective or purpose
for which an Act of
Parliament will be
established
Obligations of | Section 6(2) | Makes reference to |Amend the
the National subsection (2) | subsection to
and County instead of subsection | make reference to
Governments (1). subsection (2).
Functions of | Section Makes reference to | Replace the word |.
the National | 7(b)(i) locals yet the | “locals” with “local
Government meaning of locals | persons” because
and role of hasn’t been provided | the meaning of
the Cabinet for. local person has
Secretary been provided for.
Section Reference is made to | Assign the tasks if
7(b)(ii) in-country identifying the in-
programmes Yyet no | country
entity or individual | programmes to the
has been tasked to | Committee so as
come up with such |to have  this
programmes subsection read as
follows:- ... in-
country
programmes
identified by the
Committee....."”
Section The duty to Measure | A similar  duty
7(b)(ii) and report the | tantamount to self
performance of | assessment by the
operators in  the | operator should be
exctractive industry | bestowed on the
with respect to local | operators .
value addition is
bestowed upon the
Committee
Establishment | Part III | The sections are | Re-arrange the
of the Local | (Sections 9 to | jumbled up. sections as
Content 20) follows:-
Development
Committee Establishment  of

the Legal Content




Development
Committee,
Membership of the
Committee,
Term of
Qualification
appointment,
Disqualification
from membership,
Functions of the

office,
for

Committee,
Assessment of
local capabilities,
Conduct of the
affairs of
Committee, Sub-
committees of the
Committee,
Vacation of office
of member,
Secretariat,
Functions of the
Secretariat
Membership | Section 12 Committee lacks | Provide for the
of the representation  from | Permanent
Committee the Ministry of | Secretary
Education yet such | responsible for
ministry is key in | matters relating to
building educational | education or a
capacity in the | representative
extractive industry designated in
writing
Local content | Section The provision for | Amend these
certification 24(1)(d), independent clauses to assign

24(2), (3) &
(4)

certifying agents are
unnecessary layers of

administration and
may inadvertently
Create an
environment for
corruption.

the role of local
content
certification to a
department at the
Secretariat.

Further provide for

regulations that
will govern the
certification.




9 Funding  of | Section 37(1) | The percentage for | A statutory formula
research and the funds set aside|to inform the
development for research and | percentage to be

development is not | used be
statutory stated nor is | prescribed.

it a fixed percentage.

This leaves room for | This clause should
discretion to the | be a clause in the
Cabinet Secretary | model Production
and gives room for | Sharing Contracts
the Operator to|in the proposed
maneuver out of it. Petroleum Bill,

2017.

10 Submissions | Section 38(3) | The is no definitionof | Provide for the
of a financial | and 45(2) an indigenous Kenyan | definition of an
services plan bank and a non-|indigenous Kenyan
and indigenous  Kenyan | bank and a non-
Threshholds Company respectively | indigenous Kenyan
for  Kenyan company
equity stake
in an
operator

11 Monitoring of | Section Only applies to|A similar section
local content | 49(3)(e) expenditure incurred | should be provided
of in terms of payments | to  enable  the
expenditure made to the locals Committee assess
incurred how much is paid

to foreigners as
against the locals

12 Impact Section 50(2) | Makes reference to a | The Committee’s
assessment report by the |report to the

Committee to be | Cabinet Secretary
submitted to the | should be
Cabinet Secretary but | submitted annualy.
does not stipulate the

frequency for

submission of such

report.

13 Offences and | Section 54 The offences created | The stated

penalties under this section | maximum
attracts a maximum | penalties be
penalty and  no | converted into
minimum penalty. | minimum

This is open to abuse

penalties.

6




because an offender
can actually be found
guilty but no penalty
is metted on them.

Clarify whether a
breach of any
other provision of

the Bill constitutes
an offence other
than those stated

in section 54
14 | Regulations Section Makes reference | Delete “to
57(3)(a) “...to neglected | neglected children”
children.....” which is | and replace it with
misplaced and could | the relevant
be a case of copy and | wordings
paste
15 Memorandum | in page 211, Should clarify
of Object whether the bill
deals  exclusively
with oil, gas and
petroleum or

includes minerals.

Finally Honorable Chairperson and members of the committee, the Eastern Africa
Extractive Consulting Limited wishes to implore on you as an arm of Government to safe guard
other sectors of our economy even as we venture into oil exportation to avoid as a nation from
being a victim of what in economics is known as the dutch disease. The Dutch disease as
defined in Wikipedia is the relationship between the increase in economic development
of a specific sector (for example natural resources) and a decline in other sectors (like
the manufacturing and agricultural sectors). The putative mechanism is that as
revenues increase in the growing sector (or inflows of foreign aid), the given nation's
currency becomes stronger (appreciates) compared to currencies of other nations
(manifest in an exchange rate). This results in the nation's other exports becoming
more expensive for other countries to buy, and imports becoming cheaper, making
those sectors less competitive.

We trust that you will consider our proposals and we wish you all the best with the
ongoing public hearings.

Thank you.



EASTERN AFRICA EXTRACTIVE CONSULTING LIMITED
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THE TURKANA COUNTY GOVERNMENT is established by the Constitution of the
Republic of Kenya, 2010, in particular under Article 176(1) as read together with the first
schedule thereof.

The Turkana County Government is aware that a Bill known as Local Content Bill 2018 is
currently pending before the Senate, in particular, before the Senate Standing Committee on
Energy.

In responding to the call for representations from the public over the Bill aforesaid, the Turkana
County Government via this memorandum, recommends as follows:

Application of
the Act

commercial activities related to
the exploration, extraction,
development and exploitation
of oil, gas and other petroleum
resources in the extractive
industry in Kenya

commercial activities related to
the exploration, extraction,
development and exploitation of
oil, gas and other petroleum
resources, and all other
resources in the extractive
industry in Kenya

CURRENT PROVISION PROPOSED RATIONALE/
AMENDMENTS JUSTIFICATION
L lause 2 There are several definitions We propose the inclusion of the | It is essential to include the
“_.terpretation | under this clause. However, definition of the said terms as definitions of these terms
two critical definitions are follows: because their use is proposed
missing; definition of “host “host community” means the hereinafter for purpose of
community” and “host county” | community or communities giving priority to persons
living in the subcounty which from host counties and host
1s, or sub-counties which are the | communities to benefit from
source of the extractive the local content plans and
resource or resources being the | local content development
subject of the extractive strategies.
activities of an operator.
“host county” means the county
which is, or counties which are
the source of the extractive
resource or resources being the
subject of the extractive
activities of an operator
“lause 3 This Act shall apply to all This Act shall apply to all It is a constitutional

imperative that all resources
should be utilized for the
benefit of the people of
Kenya, pursuant to Article
69(1)(h). Therefore, the Local
Content Bill, once passed,
should secure the rights of
citizens to benefit not only in
oil, gas and other petroleum
resources, but across all
extractive industries in Kenya.

Clause 6(2)
Obligations of
the National
and County
Government

(2) The National Government
shall, in performing its
functions under subsection (2),
collaborate with County
Governments

(2) The National Government
shall, in performing its
functions under subsection (1),
collaborate with County
Governments

There seem to be a
typographical error. The
provision is meant to to refer
to a different subsection, and
not to itself.

2|Peage







Clause 8
Duties of the
County
Government

8. (1) Each county government
shall, for the performance of
its functions under section 6 of
this Act—

(a) assist local contractors
and companies within the
respective counties to develop
their capabilities and capacities
to further the attainment of the
goal of developing local
content in the extractive
industry within the respective
county;

(b) implement the cross-
cutting policies formulated by
the National Government with
respect to the implementation
of local content;

(©) implement strategies
that enable local participation
in the various activities along
the extractive value chain in
the respective county;

(d) monitor and put in
place measures to facilitate the
implementation of local
content performance by all
operators in the respective
county in accordance with the
provisions of this Act;

(e) conduct regular audits
for the purposes of monitoring
the compliance with the
provisions of this Act in the
respective county;

® set targets, in
collaboration with the
Committee, for the
achievement of local content
and participation in relation to
specific projects, operations
and operators and support
these targets with appropriate
contract terms; and

(g)  perform such other
function necessary for the
implementation of the

This clause does not have
sub-clauses. Therefore, it
should be cited as clause 8,
not clause 8(1).

Secondly, one more function
for the county government
should be introduced between
paragraph (f) and (g). the
cutrrent paragraph g should
change to paragraph (h). the
new arrangement of paragraph
®), (g) and (h) should thus
reads as follows:

® set targets, in
collaboration with the
Committee, for the
achievement of local content
and participation in relation to
specific projects, operations
and operators and support
these targets with approptiate
contract terms;

(g) in cooperation with the
Secretatiat of the Committee,
identify, register and keep a
database of, and share with the
Committee, the database of
the locally available goods and
services in the County for
local content consideration;
and

(h)petform such other
function necessary for the
implementation of the
objectives of this Act.

The county government is
well placed to identify goods
and services obtaining within
its jurisdiction. It is essential
to give this role to county
governments to ensure that
qualified and merited
individuals and entities are
considered.

3|Page







objectives of this Act.

Clause 9 and
10
Establishment
and Function
of the Local
Content
Development
Committee

Clause 9 establishes the Local
Content Development
Committee. Clause 10 lists the
functions of this Committee

It is noteworthy that there are
plans to create another entity for
the management of local
content in the petroleum
industry, namely, the Upstream
Petroleum Regulatory Authority
(herein “Authority”) created
under clause 14 of the
Petroleum (Exploration,
Development and Production)
Bill, 2017 (herein “Petroleum
Bill”) which is currently
pending before the National
Assembly. One of the functions
of the Authority under Clause
78(1) Petroleum Bill is to
“...supervise, co-ordinate, and
manage the development of
local content.” This local
content is specific to the
petroleum industry. We thus
have two Bills that seek to
establish two separate entities to
manage local content. The
difference is that the one under
the Local Content Bill will
manage the local content in the
entire extractive industry, while
the entity under the Petroleum
Bill will have authority over the
local content in petroleum
industry only. We propose that
the Committee be retained. At
an appropriate time, the local
content power of the Authority
under the Petroleum Bill should
be withdrawn.

It makes sense to have a one-
stop shop for management of
local content across the entire
extractive industry, instead of
have specialized local content
authorities for each subsector
of the extractive industry.
Have one entity for all
promotes the ideal of the
prudent use of public finance
espoused in Article 201(d)
and principle of good
governance under Article
10(2)(c) of the Constitution.

Clause 12 (1)
Membership of
the Committee

Some of the members of the
Committee Council of
Governors representatives,
captured under clause 12(1)(e)
as follows:

We propose the following
amendment to paragraph (e):

(e) seven persons nominated by
the Council of Governors, four

The Council of Governors
comprises all the forty-seven
counties. Being an umbrella
body representing the
interests of forty-seven

12. (1) The Committee of whom must be counties, it amounts to

shall consist of— representatives of host counties; | inadequate representation for
(@)... the Council to have only two
(b)... representatives in the

4| Page







(©)...

(d)...

(e) two persons nominated by
the Council of Governors;

Committee. Extractive
industries operate in counties.
Therefore, county
governments need influential
presence in critical decision-
making organs such as this
Committee

Clause 19
Secretariat of
the Committee

19.(1) The Cabinet Secretary
shall designate an appropriate
administrative unit within the
Ministry responsible for
matters relating to the
petroleum industry to serve as
the Secretariat of the
Committee.

The word “petroleum” should
be replaced by “extractive”
19.(1) The Cabinet Secretary
shall designate an appropriate
administrative unit within the
Ministry responsible for matters
relating to the extractive
industry to serve as the
Secretariat of the Committee.

The Committee’s mandate is
not limited to petroleum
industry. It covers the entire
extractive industry. Therefore,
it’s secretariat should not be
placed under a unit confined
to petroleum matters only.

Clause 21
Minimum
Local Content

21.(1) The Cabinet Secretary
shall, in consultation with the
Committee and by notice in the
Gazette, set the minimum local
content to be applied by an
operator engaging in any
extractive activity undertaken
under this Act.

21.(1) The Committee shall, by
notice in the Gazette, set the
minimum local content to be
applied by an operator engaging
in any extractive activity
undertaken under this Act.

The Committee is well
represented, taking care of
various constituencies of
interests, and therefore it is
expected that their product in
the minimum local content
will be inclusive.

Clause 26(2)(b)
Employment
and Skills
Development

(2) An employment and skill
development plan submitted
under subsection (1) shall
include—

(@)...

(b) a time frame within which
the operator, or other
connected entity shall provide
employment opportunities for
the local workforce for each
phase of the extractive activity
to enable members of the local
community prepare for such
opportunities;

We propose the replacement of
the term “local community”
with the term “host
community”. This term should
replace the term “local
community” where used in
other parts and provisions of the
Bill. Thus, the provision should
read as follows:

(2) An employment and skill
development plan submitted
under subsection (1) shall
include—

(@)...

(b) a time frame within which
the operator, or other connected
entity shall provide employment
opportunities for the local
workforce for each phase of the
extractive activity to enable
members of the local

Though the provision uses the
term local community, the
Bill does not provide
definition of this term. We
propose the change so that it
comes under our proposed
definition of host community.
This will also help to avoid
the temptation to try to give
the term “local community” a
definition that is closer to the
definition of the term “local
person” in terms of
geographical scope. It is
noteworthy that in the Bill,
local person is a person or
entity whose principal place
of business is Kenya.
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opportunities;

Clause 41(3) (3) An operator shall, in (3) An operator shall, in It is necessary to empower the
(c) considering and evaluating a considering and evaluating a surrounding community.
Procurement | bid in relation to a project in bid in relation to a project in the
the extractive industry,— extractive industry, —
(@)... (@)...
®)... (®)...
(c) give preference to local (c) give preference to local
persons where the price persons where the price
differential does not exceed ten | differential does not exceed ten
percent of the bidding price percent of the bidding price
quoted by a foreign entity. quoted by a foreign entity:
Provided that first preference
- among the local persons shall
be accorded to persons from the
host county or host
communities where the operator
carries out its extractive
activities
Clause 47 47.(1) There is established a The original provision There is risk that the
Establishment | fund to be known as the Local | establishing the Fund leaves a discretion left to the Cabinet
of Local Content Training and broad discretion to the Cabinet | Secretary may be improperly
Content Development Fund. Secretary to define the areas used. Therefore, clear
Training and (2) An operator shall annually | and scope of application of the | boundaries must be set by
Development | remit a non-tax deductible Fund. The Bill should outline general body of principles on
Fund training levy consisting of such | the general guiding principles the utilization of the Fund.
percentage of its net revenues | on the areas and scope of the
as the Cabinet Secretary may, | application of the Fund. From
in consultation with the these principles, the Cabinet
Committee, prescribe to the Secretary can then create
Fund in support of the regulations to implement them.
objectives of this Act.
(3) The Cabinet Secretary shall
prescribe in regulations under
the Act the manner in which
the Fund shall be operated and
applied.
Clause 54(1) 54.(1) A person who submits a | 54.(1) A person who submits a | A maximum fine of two
Offences and plan, returns, report or other plan, returns, report or other million Kenya shillings is not
Penalties document and knowingly document and knowingly makes | deterrent enough, especially

makes a false statement,
commits an offence and shall
be liable, upon conviction, to a
fine of not more than two
million shillings or to
imprisonment for a term of not
more than three years, or to

a false statement, commits an
offence and shall be liable,

upon conviction, to a fine of not
more than ten million shillings
or to imprisonment for a term of
not more than three years, or to
both.

operators whose worth may
be too enormous to feel a
penalty of up to two million
shillings. A maximum fine of
ten million Kenya shillings is
likely to have a deterrent
effect. Secondly, it is not fair
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both.

to subject a local to a higher
fine of three million for acting
as a front for foreign entities
[see clause 54(2)] while
subjecting operators, which
are mainly foreign entities, to

a significantly lower penalty.

Clause 54(3)
Offences and
Penalties

54(3) A person who connives
with a Kenyan citizen or an
indigenous Kenyan company
to deceive the Committee as
representing an indigenous
Kenyan company to achieve
the local content requirement
under this Act commits an
offence and shall be liable, on
conviction, to a fine of not
more than three million
shillings or to imprisonment
for a term of not more than
five years, or to both.

54(3) A person who connives
with a Kenyan citizen or an
indigenous Kenyan company to
deceive the Committee as
representing an indigenous
Kenyan company to achieve the
local content requirement under
this Act commits an offence and
shall be liable, on conviction, to
a fine of not more than ten
million shillings or to
imprisonment for a term of not
more than five years, or to both.

Considering the economic
scale of operators, a fine of up
to a maximum of three
million Kenya shillings may
not be felt by, or serve as a
deterrent to them. Fine of up
to ten million Kenya shillings
is likely to serve as a
deterrent.

Clause 58
Transitional
Provisions

58. Upon the commencement
of this Act, all oil and gas
arrangements, agreements,
contracts or memoranda of
understanding relating to any
operation or transaction in the
extractive industry in Kenya—

(a)existing before the
commencement of this Act
shall continue shall continue in
force as if entered into
pursuant to this Act; and

(b) entered into after the
commencement of this Act
shall be in conformity with the
provisions of this Act.

58. Upon the commencement of
this Act, all oil, gas and all
other extractive industry
arrangements, agreements,
contracts or memoranda of
understanding relating to any
operation or transaction in the
extractive industry in Kenya—

(a)existing before the
commencement of this Act shall
continue in force as if entered
into pursuant to this Act; and
(b) entered into after the
commencement of this Act shall
be in conformity with the
provisions of this Ac

This is in line with our
proposal that the Bill should
cover local content across the
entire extractive industry.

SIGNED BY: ........000=%

THE COUNT

COMMITTEE MEMBER

WATER, ENVIRONMENT AND MINERAL RESOURCES
TURKANA COUNTY GOVERNMENT
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Acacia Exploration Kenya Limited
P O Box 1461-40100, Kisumu

Off Awuor Otiende Road

Milimani, Kisumu, Kenya
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Clerk of the Senate

Secretary Parliamentary Service Commission,
P.0. Box 41842-00100,

Nairobi

BY EMAIL TO csenate@parliament.go.ke

Dear Sirs

ACACIA : SUBMISSION ON SENATE LOCAL CONTENT BILL 2018

Further to the invitation to interested members of the public and organizations to submit any
representations that they may have on the Senate Local Content Bill 2018, we forward herewith our

submission. ’ (C..:ol A c}&a&

By way of background, we are a mineral exploration company conducting gold exploration in
Western Kenya, and our work is primarily regulated by the Ministry of Mining and Petroleum. We
forwarded a submission on the then Local Content Bill 2016 in May 2016, seeking that Local Content
for the Mining sector should be governed only by the Mining Regulations that cover local content in
the Mining Sector. These regulations have since passed into law, and provide a comprehensive and
workable set of local content obligations that are tailored to mineral activities. The regulations are
as follows:

o /¢
Mining - Use of Local Goods and Services Regulations 2017 (9“ / é/U/

Mining - Employment and Training Regulations 2017

We note with appreciation that indeed, the 2016 Bill has been adjusted so that the Local Content Bill
2018 does appear to apply primarily to the Oil, Gas and Petroleum sectors. However we believe that
there remains some ambiguity in whether or not the Bill, if passed into law, could be interpreted to
apply to mining activities as well. Should this be the case, there would be duplicated and, in places,
conflicting obligations imposed on operators in the mineral sector.

We consider the ambiguity is introduced through the clauses below: 3, which clearly states that the
application of the Bill is for oil, gas and other petroleum resources, versus 4 (as an example), which
cites ‘the extractive industry’ which itself is defined in the Bill as ‘Oil, gas and mining sectors’.

3. This Act shall apply to all commercial activities Application.
related to the exploration, extraction, development and iE
exploitation of oil, gas and other petroleum resources in the 2 'S 1:;: }, g f E D
extractive industry in Kenya. I

; SENI j >
Acacia Exploration Kenya lelted‘ R DEP Ut Y CL ER K.

Reg No: 23874 & S i i T
Directors: Bradley Gordon*, Jacobus Mantz** i

KatrJna White***

" * Australian, ** South Afrlcan *** British

www.acaciamining.com




3 - Objects and
4. The objects and purposes of this Act are to— purJ:;se:.n

(a) promote the maximization of value-addition and
the creation of employment opportunities in the
extractive industry value chain through the use of
local expertise, goods, services, businesses and
financing and their retention in the country;

We ask that this ambiguity be addressed so that the Local Content Bill 2018 is clearly and
unambiguously only applicable to the Qil, Gas and Petroleum sectors.

. We therefore propose that either:

e Aclause beinserted into the Senate Local Content Bill 2018 similar to that which is included
in the Senate’s draft Natural Resource Revenue Sharing Bill (Clause 5 (3)) as follows:

Where a Statute or Statutes prescribes the details of local content in a particular natural
resource sector, the provisions of that Statute or Statutes shall apply in respect to that

Sector.

OR

e Wherever ‘extractive industry’ is mentioned without specific mention of restriction to oil,
gas and petroleum within the extractive industry, that such restriction is added.

We urge your consideration of providing clarity in the Bill so that it unambiguously only applies to
the Oil, Gas and Petroleum sectors, since local content for mining industry players is already
covered in the relevant Mining regulations passed in 2017.

Thank you,

Yours faithfully

k\;\i‘flL L_..,_

PHILIPPA HUTCHINSON
MANAGER GEOLOGY SUPPORT

(= ACACIA
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PROPOSAL SETTING

Section 2 of the Bill defines the “extractive industry” to rnefihs_f
gas(hydrocarbon gases) and mining sectors in Kenya;

This is correct since the extractive industry refers to mineral resources and

petroleum resources; @ J(ﬁm

Section 3 of the Local Content Bill states that “This Act shall apply to all :DC"C(
commercial activities related to the exploration, extraction, development and
exploitation of oil, gas and other petroleum resources in the extractive

industry in Kenya. L(m && dQC’J/

This is very clearly guided and excludes the mineral resources.

Then, if the mineral resources are excluded, which Act provides for their
administration? It the Mining Act 2016

Section 2 of the Mining Act 2016 states “This Act shall apply to the minerals

specified in the First Schedule”.

The First Schedule in the Mining Act 2016 provides comprehensive listings of the
mineral resources on which the Act applies. It should be noted that the listings
deliberately exclude oil, gas and other petroleum resources as was stipulated
under Section 3 of the Mining Act when it states that ‘Save to the extent provided
for in this Act, this Act shall not apply to matters relating to petroleum and
hydrocarbon gases.

It would then be right to state that the Mining Act does not envisage a situation
where it deal with oil, hydrocarbon gases (gas) and other petroleum resources.

AMBIGUITY

However Section 4(a) of the Local Content Bill states:
The objects and purposes of this Act are to—

Q\.\ C \ oL P;§5L’gr’(a) promote the maximization of value-addition and the creation of
o employment opportunities in the extractive industry value chain through
"m{?ﬁ the use of local expertise, goods, services, businesses and financing and

\LQ their retention in the country;
DR% W
Dl !

NN The Section fails to qualify the resources within the extractive industry impacted
° %\,\@Q by Section 4(a) since the extractive industry is interpreted to include mineral
, resources listed in the First Schedule in the Mining Act 2018.




Kenya Chamber of Mines Proposal

As KCM, we propose the following words to be inserted before the extractive to
eliminate the possible ambiguous situation; “oil, gas and other petroleum
resources of” to read as follows:

Section 4(a) The objects and purposes of this Act are to—

promote the maximization of value-addition and the creation of
employment opportunities in the oil, gas and other petroleum
resources of the extractive industry value chain through the use
of local expertise, goods, services, businesses and financing and
their retention in the country;



REF: GMM-1-2018
FROM: GEORGE MATI MUCEE (BA, MA, LLB-ON GOING)
TO: CLERK OF THE SENATE/SECRETARY TO PSC

SUBJECT: MEMORANDA ON LOCAL CONTENT BILL (SENATE BILL NO. 10 OF

o “"““"‘“,;@ D6
DATE: JUNE 17, 2018 3 ibi

THERE IS NEED TO EXPAND THE LOCAL COWT‘EIL '

In the matter of article 118(1) b of the constitution of Kenya 2010 and standing order number (9 /4 6 /[
134 of the Senate Standing orders and having read the Local Content Bill now before the senate,

I would like to give my thoughts and views on the bill.

My name is George Mati Mucee, a Kenyan citizen and a professional Immigration consultant,
communication consultant and a law student. I have over 15 years’ experience working in
Government, United Nations and the private sector where I am currently the Practice Leader at
Fragomen Kenya Limited in charge of Kenya and EAC operations. I advise clients on
Immigration matters and I have studied Local Content bills of several countries around Africa

and mainly oil producing countries and would thus like to share my insights with the Senate.
Introduction:

The Local Content Bill 2018 sponsored by the Baringo County Senator, Hon Gideon Moi is
currently before the Senate. This bill is designed to provide a legal framework to facilitate the
local ownership, control and financing of activities connected with the exploitation of gas, oil
and other mineral resources in Kenya. Expectations are that it will provide a framework of
increasing uptake of jobs, contracts for supply of goods and services by locals in the exploration

sector and cushion locals from exploitation.
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This comes in the wake of high rates of unemployment in Kenya and limited local skills in the
oil, gas and extraction sector. Consequently, this bill seeks to protect jobs that can be taken by
locals and to encourage foreign companies to support local businesses by awarding them
contracts or sub contracts for goods and services and further to address situations where local
communities have been protesting exclusion by Foreign companies in allocation of contracts or
sub contracts by requiring all multinationals to provide a plan on skills and technology transfer to

locals.

I will focus on thé segments that address issues of skills transfer and employment of expatriates
within the oil and gas sector and also ventilate on; who is local and what does it mean? Are there
existing policies on localisation? Is this bill the panacea to all matters ado expatriates in Kenya?
If passed, how successful will we be in enforcing this law and who are the critical stakeholders

in this among other issues of concern.
My thoughts

Many countries in Africa and elsewhere in the world, have in place localisation policies that
mostly take the names of the countries such as Kenyanization, Gabonisation, Saudianization...to
mention a few. Such policies were initially intended to facilitate the transfer of mainly the public
service jobs from remnants of colonial masters to indigenous people. At independence, many
white collar jobs were held by foreigners mostly from the colonizing empires such as Britain,
France and Germany and as such an affirmative action was required to ensure that those jobs
were gradually handed over to locals. Over time and space this has been transformed to cover the

transfer of skills and jobs from expatriates to locals.

In Kenya, there is a Kenyanization policy at the Department of Immigration which is meant to
ensure that only jobs that require skills not readily available in Kenya are held by expatriates or
foreigners and that there are Kenyan nationals understudying the expatriates with a view to
localizing the jobs over time. There used to be a section called Kenyanization section at the
Department of Immigration Services (DIS) that was tasked with enforcing this policy by looking
at all applications for employees work permits to ensure that evidence is availed by the

employing company to prove that no Kenyan was qualified for it and that a Kenyan understudy



had been identified to get training from the expatriate. Although the section has now been
merged with the Permits section, the Kenyanization function still exists and is considered for all

permit applications in line with the localisation policy.

Who is local and what does local really mean?

An important question to ask ourselves, is who is local and what does local really mean?
Looking at the bill casually one may think that local means Kenyan. While this is true, it goes
further down to the exact location of the project. A lot of the viable oil and gas rigs are now in
Northern Kenya like Turkana where Ngamia 1 is located. Using this example local has two
meanings: Kenyan and the community around the oil wells, in this case Turkanas. Whereas the
company may be 100% employing Kenyans it would be fundamental for the community around
the project to be a big percentage of the employees. In my view, the bill should have laboured to
define the local person to the specific man or woman historically residing in the areas where such
a project is taking place. Part IV addresses the local content plans where local content means
“maximizing the level of usage of local goods and services, people, business and financing”. I
must say it is quite elaborate because it sets out the modalities and framework for ensuring that
companies applying for various permits to operate in the industry must meet a set criterion for

local content.
What is the role of Government in building capacity for the extractive industries?

However, in terms of human capital, the bill seems to focus exclusively on the role the
companies seeking to operate in this sector will play without addressing the role to be played by
government ministries in charge of education and energies. As we speak, the government is well
aware that Kenya is on its path to being an oil producer and that there are no properly trained
professionals in this field. I would have expected to see the bill tasking the relevant ministries to
work with our technical schools, universities and companies setting up in the sector to develop
curriculum to train our people to make them ready for the market when things start rolling. To
require that only companies that will be involved in the sector should train and avail skills
required is tantamount to government absconding it’s duties. Granted, the operators in the

industry will be required to offer tailored skills to their employees to enable them perform, but



the overall responsibility of training citizens in readiness for the industry should be undertaken
by the relevant universities following a curriculum jointly developed by key stakeholders. Why
are we sitting pretty and waiting for extraction to start then start demanding that the companies
involved in the process look around for qualified Kenyans to employ and if they are not
available, train them? Can we not be proactive and develop a curriculum for our universities and

technical colleges to start training such people way before extraction proper starts?

Why a local content bill for only extractive Industries?

Local content law for extraction industries is a good idea but in my view not enough. As it is,
this bill only addresses itself to this sector and not any other. I think it would have been more
useful to develop a local content law that cuts across all sectors of our economy that in effect
guides specific sectors as the case may be. I would, for instance, like to see this bill address itself
to the huge infrastructural projects undertaken by the national government where we have seen
foreign contractors bringing in foreigners to do simple jobs like operating a grader! The very
specific nature of the bill may bring about a situation where each sector seeks to come up with its
own law on local content which would be a duplication of laws and would confuse people. Why
can’t we have one local content law that sets the framework to guide all sectors with one board
and secretariat that is comprised of stakeholders from key industries? The sectors may be
diverse, but the approach is basically the same...empowering Kenyans to compete fairly with
others regardless of the sector. That said, I believe that a good law may not achieve the expected

results if not well implemented.

How will we ensure compliance?

In Kenya today, good laws are in place but implementing them is the real deal. The institutions
tasked with implementation are either incapable or unwilling to implement. Giving the example
of the Kenyanization policy at Kenya Immigration, the problem has been that the Department of
Immigration is not adequately empowered to implement the policy. In cases where they have
attempted to implement with zeal, political interference and corruption have defeated their
efforts. This eventually demoralizes the implementers and defeats the whole idea. I am therefore

hoping this law will be passed with amendments to broaden it to cover other sectors of the



economy and those tasked with it given enough support to implement it. We also need to ask
ourselves if key stakeholders have been consulted in the drafting of this law because although
this bill is for the extraction industry there are critical government agencies like Immigration,
KRA, Police, Labour that will be critical in ensuring it succeeds. The composition of the board
and the local content development committee limits itself mainly to extraction industry and does
not even incorporate such departments as labour which in my view should be a permanent
member of the committee and the board. This seems to be relegated to sub committees that may

be constituted under section 15 & 16.

In conclusion, I must applaud the Hon. Gideon Moi for thinking about this bill because indeed it
will be necessary to have a legal framework to ensure that locals benefit from resources found
within their areas. I hope this marks the beginning of a discourse on how best we can capture the
issue of skills and knowledge transfer not only for the extractive industry but also for other

sectors of the economy.

Kind regards.

George Mati Mucee,

Practice Leader,

Fragomen Kenya Limited.

1% Floor 9 West Building, Westlands.

Nairobi.
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TURKANA NATURAL RESOURCES GOVERNANCE HUB / ;
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MEMORANDUM SUBMITED TO SENATE BILL ON LOCAL CONTENTS 2018

Turkana Natural Resource Governance Hub (referred in short as Hub) is a consortium of 15
civil society organizations. The organization has been in operation in Turkana County for the
last 7 year working in the area of conservation and protection of natural resource, with main
focus on oil and gas extractives. Hub is currently concentrating on issues on land, environment
and governance related to oil and gas extraction.

Hub aims to ensure that the community maximizes benefits accruing from oil and gas
extraction.

Hub, therefore, submits the following views for consideration to be included in the Bill:
1. Definition

o Local Content should be defined as the sum of the inputs of local goods and
services, including employment, provided in oil and gas operations.

o Local should be classified into three categories: national locals, county locals and
community locals. National locals should be defined as the citizens or residents
of the country. County locals should be defined as the residents or citizens of the
county and community locals should be defined as the residents of the area
around the extractive.

2. Local Content Policy Objectives
Local content Bill should have the following objectives:

i.  To Maximize the benefits of oil and gas wealth generation on a comprehensive
local content platform by:

® C ek Pres - Enea@) |

e
\7 €<4>< e MQC\ N
‘ﬂ\f\\*o A

AgRET



a. Maximizing the use of local expertise, goods and services, job creation for
people, businesses and financing in the oil and gas industry value chain and

b. Retention of the benefit within country

To develop local capability in the oil and gas value chain through education, skills
and expertise development, transfer of technology and know-how and an active
research and development.

To target some agreed level of local content and local participation in all aspects
of oil and gas industry value chain

To Increase capabilities and international competitiveness of domestic business
and industrial sectors

To create/enhance suppbrtive capabilities and/or industries that can sustain
economic development

The county and community should be given opportunity to invest in mid-stream
or down-stream activities, including providing transport trucks, buying shares into
the pipeline, providing oil tankers, etc.

. There should be knowledge and technology transfer, from

a.

foreign to local county and local community participants to ensure that county
locals and community locals are given the opportunity to participate fully at all
levels, in all roles and disciplines required for the conduct of the sector’s
business and operations, so as to build and enhance capacity in people,
companies, government or other services, utilities, institutions, infrastructure or
facilities to support the oil and gas sector,

oil sector to other sectors by using revenue from oil to increase productivity of
other sectors, to produce goods and services that meet international standards,
to reduce imports, and to generate export opportunities.

. To ensure that benefits are shared equitably 70% of all levels of employments and
business opportunities (including more lucrative and longer-term contracts) should
go to county local and community local while 30% should go to national local.

_ Achievement of local contents should be measured by considering income received
by locals, revenues accrued by owners of land and resources, income streams to
local shareholders and creditors, and number of county locals and community locals
employed into senior and other positions in the company.



6. Local Capacity Building shall be measured in a variety of ways, including number of
. people trained, number of people certified, number of firms certified, level and value
‘ of technology introduced, infrastructure built, capital introduced into local economy

7. The county government, national government and investor shall improve skills
development by identifying demand, current capability and gaps; developing and
implementing strategies for growth, and involving various stakeholders in improving
or expanding training, including
a. The industry skills
b. Business skills and
c. Experience base, via:

i. Education

ii. On-the-job training

ii. Mentoring, coaching and
iv. research

8. The county government, national government and investor shall improve supplier
development by:

a. Enhancing existing capacities by improving existing supplier capabilities through
LC&CD best practices
i. Supplier selection
ii. Longer-term contracts
iii. Contract/KPl management
iv. Supplier skill

b. Investing in new assets/capabilities

c. Creating regional/global centre of excellence

9. Government and investor priorities should be investment in

a. People by developing
I.  High value-added skills, including
ii. Technical
iii. General management
iv. Design engineering
V. Project management
vi. Seismic processing
vii. Human resource development

b. Technology, Business know-how, Diversification by developing skills in
i. Fabrication;
ii.  Seismic processing & data
ii. Management
iv.  Operations & Maintenance
v.  Maritime Services



Vi.

Business support services:

Accounting,
HR Services,
IT support
Consulting
Financing
Logistics
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SENATE STANDING COMMITTEE ON ENERGY

ESAL AFRICA LIMITED MEMORANDUM ON THE LOCAL CONTENT BILL

(Senate Bills No. 10 of 2018)

Energy Solutions Africa Limited is an Africa focused solutions provider that prides itself in
offering cutting edge tools to equip key players in the energy, oil and gas sectors, both within the
public and private sector, with quality, relevant, timely knowledge and information to guide

decision making as well as investments.

Energy Solutions Africa Limited (ESAL) has been contracted by the Ministry of industry,
Trade and Cooperatives (MoITC) and Ministry of Energy and Petroleum (MoEP) to develop
local content policy and Kenya oil and gas local content regulations under the Kenya Petroleum

Technical Assistance Project (KEPTAP) funded by the World Bank.

This project is critical as it will culminate with a policy and regulations that will shape the
country’s nascent industry and facilitate the participation of Kenyans in the industry. This is
why we have taken an interest in the Local Content Bill as the policy we are currently

developing will inform this bill greatly.

It is our proposal that the bill preceding the policy might miss out important issues that can be
added to the bill from the policy currently being developed. We suggest that the considerations
of the Policy be included in the bill once the development of the policy is complete so that the

bill does not lack the elements of the policy.
PART I- Preliminary

“Company”. There is need to clearly and explicitly define a local company. We propose that it
should redefine this and deem a local company to be effectively owned and controlled by

Kenyans if it has not less than 51% equity shares by Kenyans.
Part I1I- Establishment of the local content development committee

Section 9 provides for the establishment of the Local Content Development Committee. The
policy will have a Local content Committee which will act as a regulator. The executive seeks to

create a local content policy that is overarching. The policy will create an institutional



framework that will have a local content committee similar to the one provided under the
policy. This is a challenge that has been created by having a bill coming before the policy.
Furthermore, the Petroleum Bill requires plans to be submitted to the Upstream Petroleum
Regulatory Authority and the bill requires the plan to be submitted to Local Content
Committee and the Mining Act, the plan is submitted to the Cabinet Secretary. The Senate

should look ensure that all these laws are in sync.

Section 11 provides for assessment of local capabilities and this will lead to creation of a

comprehensive register of service categories, available capacity.

We propose that the section should indicate the local content committee will establish a

database where it will list the available opportunities and qualified and certified local suppliers

.This information should also be accessible to the public so that Kenyans are able to easily access
the information and industries can be informed on local industries that have capacity. This will

be in line with the Constitution under article 35.

GENERAL PROPOSALS

We propose that the bill should put more provisions specifically on strategies to address local
ownership. This includes joint ventures and local equity participation. This is in order to make
Kenyans not only supplier to the industry but also owners. Local ownership. has just been
identified but the Bill has not provided the strategies to realize it as it has done for other
measures such as training, research and development , local sourcing of goods and local

employment.

The bill has devolved the local content bill by bringing in active participation of county
governments but it is not clear how county government will implement the bill for locals within
the county. It needs to be clear if it intends that locals within the county will get more

preference.

We foresee that the local content bill will have conflicts with the Mining Act 2016 and the
Petroleum bill. Senate should consider these to ensure that there is no conflict. This is due to the

fact that the Act's focus keeps referring to the extractive industry to include mining.
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There should be consideration given as to what exactly is meant by transfer of technology. It
should be clear which technology is to be transferred so as to avoid over burdening of the

investors and intellectual property right claims arising in the future.

The country should be clear what area of skills development should be properly developed. This
will lead to establishment of centers of excellence that will guide in development of capacity
required for the identified skills. Therefore we propose that the bill includes the establishment
of centers of excellence. This can also call for regional integration through collaboration in these

centers for excellence.

The level of employment to be developed is very important. The country should not only aim at
achieving employment but there should be levels indicated. This is to ensure there are locals
participating right from managerial level. This will ensure that the country not only gets to

understand the operations of the industry but also the business.

Finally it is our submission that not only should there be transfer of technology but there should
also be provision that encourages innovation. This will enhance creativity in the industry and

encourage development.
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