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\_ PREFACE

Mr. Speaker Sir,

, Gl.  Arising from a petition by Western Developmenit Initiative Association or
' the imminent collapse of sugar industry in Western Kenya, the Commities
while investigating into the issues raised in the petition, undertook tc
semple investigations into the status of sugar industry in Kenya. wnh a view
to finding a lasting solution and making recommendatic 0. to salvagD the
industry and save the loss to be incurred by over six m_:ll}lo_‘n stigarcane
farmers across the couniry if the indusiry was to collapse.” + ** ™,

i 02. Terms of Reference for the Commitiee

(i) [nvestigate and mqmre [nlo fhe ci,lr::nr State of the sugar
industry in the country;, .

(ii) Investigate and inqujre- lmo Lhe |s:.ue of cheap sugar imports and
smuggling; o

(i)  Investigate and mauu.e |mc> Ihe alleged exports by Mumias Sugar
Company uelween 7006 ahd 2012
(iv) Look lr}_lfo_lhe glm m ‘the sugar ‘na:ker which has, among oth

causes.” conrrioun.d I.O the current crisis in the industry; and
(v) Reoour o"n the nndmgs of the Committee’s inquiry.

INTRODUCTION:,

iF

e T Ry

03.. '-‘-.Tnl, Depalimenial Committee on Agriculture, Livestock and Co operatives

iV

5, |s eSIabllshDd pursuant to provisions of Standing Order 216 (5). Under the
' ,_provmons of Standing Order 216 (5) the Commitiee is mandatedio:-

,;,-.

(a) investigate, inquire into, and report on all matters relating to ihe
mandate, management, aciivities, adminisiration, operarions and
estimares of the assigned Minisiries and departments;

(b) studly the Programme and policy objeciives of ihe Minisiries
and deparimerits and ithe effectiveness of the implemeniation,

(c) stucly and review all legislation referred to it;

T A L o SR P Pt
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G7.  Under the above Ministries, the Committee covers the following subjects:
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(iv) Fisheries development,
(v) Co-operatives developiment, and
(vi) Production and marketing.

G7.

Under the above Ministries, the Commitiee covers th
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Mr. Speaker,
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CHAPTER 1
1.0 OVERVIEW OF THE SUGAR INDUSTRY IN KENYA

Historical Perspective

10.  Sugar cane was first introduced in Kenya in 1902 with the rim sugar factory
being set up at Miwani near Kisumu in 1922. Later in 1927, anether sugar
factory was sef up at Ramisi in the coast province, rhe area v.here the
current Kwale International Sugar is located. ‘ ¥

1. After independﬂﬂce the Government of Kenya rnoved I.O expandsugar
through investments in sugar cane growing sctiemes: and “establishment of
more new sugar factories. These include MLhOIOﬂI Sugatr Factory (MSF) in
1966, Cnemﬂhl Sugai Factory (CSF) in 1968, v’urnlos Sugar Company (MSC)
in 19732, Nzoia Sugar Company (NSC) in 19(8 and South Nyanza Sugar
Company (SONY)-Awendo in 1979,

Cane Production, Quality and Supply %, 5 |

12.  The total area undei"' car'{e in. the country presently is 203,730 Ha,
comprising 189, 390 Ha. befongmg to out-growers and 14,340 Ha Nucleus
Estates (land owned/leased by mills to grow cane). There are 300,000 cane
farmers, 4,500 o._:ﬁ:\w:hlglw_~-aie large scale.

13.  The, oualtiy @f ran’—" as measured by pol % cane averages 12 compared

3. 5% in the: eUlOﬂ Pol % of cane dropped from a weighted average of

. 'H 16 ins2012 to 11.08 in 2013, due to cane harvested below 13 months.

howsver “there was an improvement in fibre % cane, from 17.18 io 17.01
durmg the period.

14 The average vyield per Ha in Kenya is 60.5MT compared to the glubal
average of 63MT. Columbia produces 115 MT per Ha. Total cane supnliad
for processing by mills in 2013 was 6,764,200 MT compared to 5842.830

MT in 2012, representing a 15.77% increase.




{
commisiione n’ in K\..g;{" [Kw 1
(Muhoroni and Miwani) are under receivership.
:n annual produciion capacity of about 500,00
T

o

annual domestic reguirements o1
200,000MT.

The estimated 200,000 meiric tons shortiall i
i of instability in the |OCC¢I 40

o
w
)
)

which has creat
has only managed o ach ve sngm,fch.r\

18. The combined installed current cru .'
about 29,990 MT of cane per day. :
m‘flion tons of suoar per

: Whe target is to expand
per day in order to

. -
R \; 'ﬂ\;

19  The sugar industry in Kﬂ'_: supporrs “directly or indirectly six million

Kenyans, which represént a'bG)Ul 16% of the entire national population.
L..O'T[llbUle:.:EL}DUl 7.5% of ihe couniry's Gross Domestic
.13;3_)9!' impaci on the economies of Western Kenya

The sugar mdusuy
Product (GDP‘ cm"

to a lesser extent, Rift Valley. The sugar sub-
_(_,;ugliy have a major impact on the economy of Coast

FIU built in Kwale becomes O")c.lGlIO’]E'

-eased from 503,210 MT in 2012 to 599.070 MT in

ult of increased cane supply and better r e

1 Tonnes Cane_/Tonﬂes Sugc v {TC/TS) of 11.61 in 2012 io
; s 7

(4]
55
Q0
<
m
"
LA
=t
A
m
O
<

I!'HS is not sufficient o,



sugar prices averaged Ksh 4,499 compared to Ksh 4,911 in 2012.
sugar prices ranged from Ksh 4,100 to Ksh 5,800 (mean Ksh 4,754) per

kg bag in 2013 com ared to Ksh 4,200 to Ksh 7,800 (mean Ksh 5160) per
50-kg bag in 2012.

Cost of Production

22.

The average cost of producing one ton of cane in Kenya is USB 22.5 while
that of the regions is as low as USD 13 per ton. The avoraae cost of
producing a ton of sugar in Kenya is USD 870 (or USD /O@ exclu>rve of
finance charges) compared to USD 350 in Malawi and UsD 400 in. Zambia,
Swaziland and Egypt and in USD 450 in Sudan. The cost of producuon in
Brazil is USD 300, up from USD 270 three yea rs ‘ago.

National Sugar Consumption

23.

The average annual consumption,, o: Lco,i in r(enya in the lasi six years
(between 2008 and 2013), is apptommatelv 787,320 metric tons.  During
that "period local sugar ploducuon arwr:)l,meo to 3,173,850 MT while
imports amounted to 1,277 020 MT Kenya exported a total of 63,585MT
during the period. o

Sugar Imports and ex;;o!js i

N

In 2013, a tolal : 237 o"O metric tons of sugar were imported into the
country, which compa.es closely with 238,590 MT imported in 2012. Qut
of thei; .rtotal: :mporrs 44% constituted Brown/Mill White for direct
consumptlon wLule the balance was refined white sugar meant for

?h;

-s_manuractuunc ' Imports irom the COMESA region were 106,810 MT, which

represenrsMSc‘/o of total imports. The EAC supplied only 4,820 MT, which

teplesems 2% of total imports. The Average CIF Mombasa landed price

25,

for sugar in 2013 was Ksh. 63,675/MT, which is about Ksh 3,950 per 50-kg
bag.

Between the years 2006 and 2012, Mumias Sugar Company is said to have
exported unknown quantity of sugar ic a number of countries in Africa
among them Democratic Republic of Congoe, Ethiopia, Rwanda, Southern

Sudan, Uganda and in Europe exports were made to ltaly and the U¥. The

Report of the Daparimental T

i Kenys
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26. Kenya has since 2002 been on CO
measures to impros

Oy £
i

safeguard period o
year extension was grant c" in 2004, This was
a

o3

_ro-hen ;hree
ars exiension in 2008 an
vear ends in February 2015.

6‘-

sugar to be imported into Kenya has bee :
350,000MT and any additional imports above the,

..O
3 o
L oF
'
_%
o
4]
J;T
3

5% tari

]

Privatization
27. All  the

and f"ebl wri Tes oFfs h g% b° as a precursor to
Government divesture: “This industry towards
commercial orie maﬂon ancsimocuon of the IC’CIL.I"ECI fi hsb capital from the
'ha_ Pa:lnaenemcly Dcp 1'nc-‘n*a| Comimittee on

r‘riuate 5e Li'or .—;ow vej “

“that ul“e Diw'__ c:im o, the puolic Secmr Sugar Companies s*‘mub be
pos'rpo'v‘d until “a time when all legislation affeciing the Ag.ICLIIu.e
Sector (sugar; dri*i the Comw Covernments have been put in place”. In
0.0, k i -Tizai'ior: D:OCLSS. ‘the approvalof the

2 grid without -s.nJO- investrments.

” Lip ¢ 1- 13y S e ey ,
ompany that has divested into energy
] 6 VIV is

2 -~ 2 e e
{iuﬂl“_.’ Sr\fl\’ﬁ; Ol 1 LA L"\tl'rr}

R W NS NN O i R £ pmilh ot wate olectricityg
ted fo 131:;; nationai »;-.ld_ Fhe rest of the factories generate electicty
s

£ adb T - 1 $ocdion il sl e : - aE o sl el
for tThawr owhn uge oul do nel export to e national gna.




Farmers Problems

29.  The problems facing cane farmers are acute and need a mulitude of
mitigation measures fo institute a radical shift in respect of indusiry policy
and legislative action to tame the trend of farming cane from coll apse

30.  The scenario is two-pronged with the cane farmer, on one hand prodi: iing
the raw material and on the other hand, the sugar millers who have t2 .wea"
to hold the view that sugar farming is a business on their part and not to
the farmers. At the same time reforms in the sugar sub- sectﬁr have iﬂe
very slow. This has given room for scrupulous busmessmen/wo en
engaging into imports and exports that ruin the local armﬂ? atithe end

31.  The problems of sugar sector reflect serious policy flaws: Lnd IﬂaDEC{L.c.C:8§ i
the relevant legislations governing the sugar sub- soaor It s a pointer of a
selective implementation and lack of en.o cement of “the existing Iegls]aub
that is, the Sugar Act (2001). o '

Mr. Speaker, Sir,

32. Between the months of Sﬂplember ?®13 and August 2014, the Committee
collected and collated vn_ws ;rom tt 'SLcc.rcane Millers and other
stakeholders deliberating ‘on Lhe ls;ues raisedin committee sittings bOTh
within and outside Purlla“"IEﬂL “The Committee also received memorand
from associations of Sugalcane farr‘mers Some of the Millers, interest parties
and other stake no!aewtnﬂ Commmae met include the industry regulator -
Kenya Sugar BOGIC] (KSb) Mumias cuoar Company (MSC), Nwia Sugar
Company (NSC) \X/esL Kenya Sugar Factory (WKSF), Butali Sugar Mills
(BSM), I\anoncl“Enwronmem Maﬂaderﬂem Authority (NEMA), the
Inspector- General ‘of Police, (IG) the Kenya Ports Authority (KPA). the
COH“HTHSSIOI'\DF ‘General (CG) of the Kenya Revenue Authority (KRA), Kenya
Buredt. of- Sia'nddrc'a (KEBS), the Director General (DG) of the National
lmeHernceySeivice (NIS), former Managing Director (MD)Mumias Sugar
Company, the Cabinet Secretary National Treasury, Cabinet Seaetary for
Agrlculrur Livestock and Fisheries, and, Western Developmeni Initiative
Association (WEDIA).

tof the Beparimental Lammites on Azricuhurs




EVIDENCE AND SUBMISSIONS FROM SUGAR COMPANIES AND OTHER
WITNESSES

N
o

2.1  Submissions by Western Development lnitiative Association (WEDIA)

(W)
W

Appearing before the Comimittee on |

following submissions: -

(a) WEDIA was regisiered as
represents development inte

seciors in Western Kenye;

(b} It was among the first enfities fo, za:sL tie issie of cane poaching

and was also at the fore-front in noppu Jhe’
land belonging to defunct BUSIa Suf*ar Co*np ny (BSC)

o

tempted disposal of

(c) Sugarcane Doachind the vyear 2000 aiter the

establishiment of Burai:""

Factory does not have any single

E.J"

but has since inception been buying

farmers coniracted by other millers, hence promoting

have cane developimen

Q.
o
o
=
0
~
=

i (a)\f{/ed Kenya Sugar Factor
"'mcr‘::-* mmes for farmers but harvests cane from farmers in Western

" Kenya. The factory has continued to buy cane from Busia Sugar Zona
‘edd by A/fz_-ﬁ‘.-;‘,r:_\' Sugar Company), Nzoia Sugar Zone and

L T e —_— S . o N s M B oo s
Butali Jugm Mills ners even when they [West Kenye) have no




e hias led 1o disputes and conflicts
among tne surrounding local communities/millers and at one point a
for Nzoia Sugar Company was 'r'i.jrni

tractor transporting sugarcane &
and six tractors belonging to West Kenya impounded by Nioia Su ugar
Company:

(i) Kenya Sugar Board has allowed \est Kenya to cperate in Waestern
Kenya despite the company failing tc honour the iicence isued to it
to construct a factory in Kimilili area of Bungoma County way back
in 2008;

(J)) Kenya Sugar Board gave West Kenya a two—year" l'éﬁrjﬂ'ue under
questionable circumstances even after failing to consnuc' afactory in
Kimitili and continued harvesting cane: from farmers contracted by
other factories; c R

&

(k) In some cases, cane is halvenea bv genis of West Kenya Sugar
Factory without the consent of 1he ovmo:s

el
a

2.2 Subrmnissions by Management 'or’ I\{Lurﬁi@s _'Fugér Company (MSQC)

[

34. Appearing before the Committée on"29t October, 2013 the then Managing
Director of Mumias Sugar Company, Mr. Peter Kebati, submitted as follows:

@  MSC was ..e_s*{'éb_lisbed 40 years ago and is the largest suger producer

in. Kenya ""'anci“ is currently an integrated factory with installed
--':'._"-capac&ry of 270 000 MT sugar plant, 38MW Co-genersiion Plant,
* ‘22 m:liion - litre Ethanol Distillery and 15 million - lire \Water

L‘ﬁb%ﬂing Plant;

#b)  The Cempany is listed on the Nairobi Stock Exchange and there are
over 145,000 shareholders including Kenyan investors and the
Government of Kenya which holds a 20% siake in the Cornpany

pays approximately Kshs. 2.5 billion in taxes and remits Kshs.

500,000 million to the Sugar De velopment Funad (SDF) annually:

07T G sniat Commnnies on Agr




i

o) MSC supports a pepulation of 2 million pecple directiy and over 5
million indirectly and the Company hes a workiorce of 1,896

permanent employees and 40,000 seasonal anc contracted

workers:

(a)

within  Kaekamega, Bungoma, Busia and Siaya

Kshs 2.8 billion to provid

preparation,

and transport to over 110,000 far e:s

expenses 1o

iir FR |
e ~ - e el sty 1,
|.J\.)1|L.y aiidi Ii:{‘::,n,‘lt.‘.'l"vf

collapse as rightiully

need o resiore sanity

and the rule of law in the industry.

2.3 Submissions by Nzoia Sugar Company (M50
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(a) NSC was established in 1975 under the Company’s Act Cap 4856 of
the Laws of Kenya with the Government as the majority shereholder
owning 93% shares while Fives Call Babcock (FCB) and Incustrial
Development Bank cwning the remaining;

r""'\
-a
—-!

NSC serves over 67,000 farmers in the larger Bungoma, Kekamega.
Lugari, and Malava Districts;

(c) NSC produces sugar and supports cane production through the
provision of extension services to farmers throucH extensive

Company Nucleus Estate covering 3600ha; 5 '
(d)NSC  provides cane development servicég mdudmc supply of
fertilizers and provision of extension <ew|ces ‘to out- grower cane

farmers coniracted Dy '[, il

]

(e) West Kenya was poaching cane, Trom farmels contractec by Nrzoia
Sugar, Mumias Sugar and Buwlr Suoa. Tadenes

(f)There were individualsziacting “as :C-gane poaching brokers based at

various points within:Bungema“and Busia Counties;

(8) NSC sensitizes fartriers'on obligations of signed contracts with them
and other mlilers ,and campawns against cane poaching;

(h) In 2008: NSC spt an Enti- poaching unit comprising of NSC and the
hpnya Poiicl_ Omce.s that used to monitor cane poachingand later
in’ 7010 an. ad hoc commitiee of the Board was set up to help

\~€

mamge cane poachlng which was at an all time high;

\

"'»_-.:(IJNSC Had instituted Court proceedings against West Kenya Sugar

Faaor es (WKSF) in 2012 on the matter of cane poaching; and

(J‘tNSC has not been able to pay farmers in good time due to low sales
as a result of a depressed sugar imarket;

(k) NSC has lobbied the governiment not to allow cheap suger into the

Country as it negatively affecis sales, payment to farmers and other




2.4 Submissions from Butali Sugar Mills (BSM)
306. Appearing before the Committes on 5% November 2013, the Managing
Director for BSM submitted as fo!!ows:-

fa) BSM was founded in 2010 by Sugarpower Consulting which is & consuitancy
firrn in engineering after securing a license to build a sugar mill from Kenya
Sugar Board (KSB). The firm has branches in India, Syria. i‘\f‘xai.' itius, Kenya,

Tanzania and Uganda was not aware of any poaching of cmc ang no legal

action had been instituted against it in regard (o cane '}0”.?

(b) Kenya Sugar Board should con

obligations on the paris of conirac

The creation of too many weighbridges hads«coniributed to cane poaching;

(9

(f) 2.5

I

(g) Appearing befor e tf . 2013 and 28tnh March

2014, the: Kenyc. Sk.g 30ard made the following submissions:

ko

‘Jnsheo by an Act of Parliament, the Sugar Act of 2001, with
of regulating and facilitating growth of the sugar industry

The Sugar Act 2001 is subject for repeal with the
co.‘r_."noncen i the Crops Act, 20 0 i i
Fr:!\ l-\(.l, _.O‘!?):

(i) KSB is char
suib-secior

5’.’ ::rc‘r
5




(k) K58 identified West Kenya Sugar Factory as the main sugarcane poacher in
Western Kenya and had received complaints from neighbouring millers;

t

repackagz imported industrial sugar in locally manufactured branded sugar
packages for sale as table sugar:;

(1) KSB identified Kenafric Industries as one of the manufacturers th

(2

(im) KSB issues ‘licenses for importation and the role of vemymg quelity,
quantities and values as specified in the KSB permit rests wnh KEBsand KRA
before the consignments are released into the market

(n) That KSB issued the licence tc import 10,000 MTs:of sugar in 2012 to MSC
and it was u-ﬂprocedura! for the Permit to have been used by Third Party,
Cantes Peak Lid since the permit was non tral_n'sf:erabl'é';':'"'(r'—‘\nnex 1)

(o} Vhile it was the resolution of the Mlmsrr.es o| AUFICUitUE’C’ and Finance {o
allow millers to import sugar, there wefe no jlistifiable reasons for Mumias

Sugar Company to import the IO OOO MTs from Kenana Sugar Company
from Suican in 2012; I

(p) KSB was tracking some 1f'_ comalncrs “Of mpor’red sugar that had been
traced to I\ahobl, a consmnment i sugar where no documenis for ifs

importations. Each comcmer carries 21-25 tones totalling to 301 OOO metric
tons for the 14 conralners which translates into 6020 (50kg) bags worth of
Kshs. 24 rmll:on-. E

(q) That KSB fhieads to.be empowered with investigatory and prosecutorial
powers mdopendenl oi Kenya Police and KRA in terms of sugar imports
and rraﬁsn sUga

5(1) I| rhero was sugar from India being traded in the Kenyan market, KSB
SUb‘ﬂItLLd that it had not licenced the importation of table sugar from lndéa
in.ihe last five years; and

(s) KSB has weak surveillance capacity and therefore it cannot effectivel
handle the issue of sugar s*nugg!ing through our porous borders; and KS
had been informed that \\:smg Star Commodiiies Lid was repackaging
imported sugar in its go-downs in Mombasa in Mumias Sugar Company
pranded bags and selling it as locally manufaciured sugar.

LTI A PR TR Stk T
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2.6 Submission by West Kenys Sugar Factory (WS

0\.1

ommittee on 5% Novemnber 2013, the Manag

L 3 i

o foe £ ais 2 S ) PR - is o H Lo
Direcior or west T\l..']\-’;' dugai FECUory SUDMmI

irom ingirect e.“npuc vment to harvesiers

ZOoNes;

(c) When Kenya Sugar : :censed Butali Sugar Mill Limited and

'l
supported ame of free competition in a

liberalized market,

=

e figm a farmer in an area presumed to belong
_‘cyjnor be deemed as either siealing or poaching

right to se!l his or her cane to a milier of
an‘i‘eed by articie 40 of the Constitution and

T g i il it T I
shich specifies that the iacrmer 15 the gwner ¢

ties

war denied it was engaged in cane poaching activitie

ecal action against the Ministry of 'k.gracuhure and the



{h) West Kenya Suga Comoaﬂy pays farmers after seven days with
competitive prices and it chargers them a flat rate of Kshs.390 per ion
irrespective of the distance with the option of the farmer using own
transport; and

(i} West Kenya Sugar Company operated with the involvement of {ocal
communities, the provincdal and County adr'nnur ation  and
champions the rights of farmers as regards correct lqnn° ge, better
prices, prompt payments and efficient exiension services.

2.7 Submission by the Former Managing Director MSC Dr. -Evans Kidero

37 Appearing before the Committee on 194 May 2014, the Former Managing
Director for Mumias Sugar Company, made the: roll@thG submissions:-

.-=.' &
i3

(a) That between the years - 4@06 and 2012 MSC exported sugar to

E1h|op|a Uganda, Sudan D mocrauc Republic of Congo (DRC) and
Rwanda and the U espeoaliy haly and United Kingdom;

(b) That he did pot have any-documents to corroborate his ubmissions
but that he behoved the current management should furnish t
Ccrnr‘niteo wnrh \t‘we necessary documents available on the exportis:

(c) -Tha‘x durlng ‘his tenure at MSC, the company was making good
proms paymc rarmers in good time and even the value of its shares

“at rhe Nairobi Stock Exchange was reasonable

2

38. Appearing before the Committee on 7th November, 2013, the Direcior
General for NEMA made the following submissions:

(a) That National Environment Management Authority {INEMA), was
established under the Envircnmental Management and Co-ordination
Act No. 8 of 1999 {EMCA) as the

R R R e e T S T R S T TSI e A S T T T D S LT e e S R S
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wovarmiment for the rﬂplc.:?!"frto oF atl g_;OI!LIL?S

envirgnment;

(b} That the was mandated Authority to exeicise general supervision and

matters relating to the environment and o be
srument of the Governmeni of Kenya in ihe

irmplementation of all policies relating to the environment;

Sal

(c) That the role of NEMA in the establishment of a weéighbridge at

SIS

nvironmenial manageme

': st was done on the

issued o West

the said land;

(e) That NEMA is not involyed insthe fissuance of Permits or Licences: for
trade;
I3

) NEMA c_iso t.SlabiIShES af— | use gwdchnes. examines lan
e quality and quantity of

nd

-1

(

natural r=°<ou|ce. anu’ ’_r_:lll'E’S out surveys, wmch assist in the proper

manag C*"'l@ﬂl' EJI'ld C FISL!"\/ETiOi'} of the environiment.
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(a

Are the Commitiee on 241 Aworil,

ade the following submissions:

fal WA I g o R s e Ml sops s . . - Lol &
fa) KRA was established by an Act of Parliament, Chapter 469 of the Laws
P et q I | (3 LT . T S A 1)
of Kenvya, which becarne sffective on ¥ July 1895, was awaie of Ine

L T AR s o e L e T
sresence of contraband st [gar in e COURITY, WNICT Nad Seriiusy




that Mumias paid all the duty for the consignment which was cleared
in 2013; (Annex [V)

(c) The Commissioner-Generai admiited that KR,L\ Gid not have the

Lanarn\ to vorny all containers o

(d) The Commissioner-Ceneral was aware Mumias Sugé'r Company
exported sugar to various couniries between 2006 and. 2012 but was
not in a position to confirm if the sugar had indeed left the country as
that would require confirmation from border orfmers and c'un’rc"parts
in countries of destinations: ' '

(e) The Commissioner-General said if iindeéec ~the §1’Jvar never left th
country then Mumias Sugar Con"pahy 1S _,dun,f bound to pay the

equivalent of Value Added Tax l\;'AT) exempt od:

(f) KRA does not have lflv?:{_:ius'fr'l‘.‘CTL!IE at all borders of our country
especially in Eastern - ana I\ h Eastern where smuggling is rampant
but they have forgried” a. )@m ;—: m with the Kenya Police Service and
the Kenya Sugar Boatd to address the issue of illegal sugar entering the
Country Lﬂregu Laled and untaxed;

= SRl

’..‘_-,. s --‘_

(2) SLSEIF tmporrs into* I<E"]Vc is restricted under the 2nd Schedule Part B (M)
of lhe East Amcan Community Customs Management Act of 2004
whore any |rnp0| into Kenya must therefore first get approval from

I(enya Sugar Board through a non-transferable Permit containing

ils of the importer, tonnage, origin of sugar and other relevant
tls, information which is used during clearance:

“(h) The revenue or duty collected and paid is determined by the type of
sugar whether it is indusirial or table sugar and also the origin of ihe
sugar. Sugar from COMESA region are exempted from duty while

non-COMESA sugar attracts 100% duty;

(i} KRA has created special units to address non-com pliance with KSEB

/&¢ through such a unit that the case

E




of non—compiiaﬂc of the Mumias Sugar Company sugar import o

10,000 MT of 201
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Gy in 2011 KRA noted increased importation of Indusirial sugar from
Fgypt as & result of which joint investigations were conducted that
revealed most of the said sugars were trans-shipments from Brazil.
Thereafter, KRA in consultation with KSB implemented restrictions
on Industrial Sugar imports from Egypt by iMposing .O% duty as is the
case with non-COMESA Iimports; :

(%) KRA has made severel mgal seizures lea

one in point is that of Matt |
KRA's decision to impose 10% duty on i
Fgypt (the matter was still pending i

2.10 ‘L.b"ﬂlSSlO"lS by Kenya Ports Authority (

39. Appearing before the Comr‘uaee o 28111 “Narch, 2014, Managing Director

--ommnfee that: -

to anoh inbound and outbound cargo once they
3 leievam authorities;

(b) KPA hnnciled ._4«0 20ft containers of sugar belonging 10 Murnias Sugar

through Dantes Peak Ltd;

80

-t

i‘o'ral of ’{'5 million shii‘.ings in demurrage charges tha
. cargo after ancmalies were
l<|\r\ and the irﬁervmi‘ions of Murnias Sugar Company

L {d)KPA works in collaboration with KRA and KSB in monitoring the flow

ar through the port.

r
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nal Police Service was established by Act of Parliament and
lated to enforce the law which includes surveiliance of all g00ds.

inciud;rg sugar, entering or being traded within but some borders are
extensive, porous and scme areas may not be manneaq;

(b) The Kenya Police Service, Immigration Department, Kenya Revenue
Authority, Kenya Poris A Authority and Kenya Airports Aurho”ry work

together in manning the borders and ic ensurethat the necessairy taxes
and duties are paid; G "

e

—_
M
R

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

(d) The Kenya police has m anaced o arrest. and prosecute suspects in
sugar smuggling although orrﬂn courts release the suspects, especially
cases concerning sugar LHrOUOH KlsmayL and Kenya's border with
Somalia;

(e) Legislation regu!a?tlmj rhe sugar industry is very weak and there is need
for strendrhentng u.

(f) The Nanonal Poilce Service does not proteci' criminals and is not
aware of a wa:e house in Mombasa that is protecied by police where
even, Kenya Sugar Board personnel denied access to the premises but
:-promlsed"'fo investigate the matter following complaints rom the

"f._""P[._l‘nggaI Secretary Department of Agriculiure and repoift to this

- gmm ittee;

tg) The 1G acknowledged that some police Officers had lost their lives

while tackling contraband sugar which somehow abets insecurity
terrorism in the country since all eniries are not ascertained that it is
Sugar;

(h) The 1G acknowledged that the ¢
at our borders and

e Depzrimaonman! Conmymiittee a: Aaricuis

# IR T e e S Rl M e b B T o e e T s AL




sl - -
inreg years peal

(i) Officers are regularly apprials sed on ithe ragul
. o the couniry, however the Service was

importation of any goods ir
dealing with isolated cases of integrit

when they arise;
a‘ncum with

"'I._

s

(i) The Kenya Police Service had signed’agre
Kenya Sugar Board and Kenya Revenus Authoriiy:

~ "-.’- jiely a2t
5 -._ESTDQII):'! antl-

smuggling unit ta deal with cases ©

(k) The Kenya Police Service has bee
there is noted improvement in the al!v
Service;

(1) Police Officers are Kenya Revenue

Aulhonry to oversee oporm'ovl mcuels mciLdmg revenue colleciion

es and an important aspect of

s (KEBS)

41, Appeari

£ ] Cxa
101 ell\fa Bureau of Sta
in July 1974 under
fars several services including

T acting 2asurement
g B | = "4 351 ent

)Ei"éf".il’;f dizatio

ment  Sysien




Q.

(p) KEBS analyses sugar imporis coming into the country on request an

notitication of arrival of the same by Kenya Poris Authority and Ken
Revenue Authority;

¢} Since 2012, seven consignments of sugar had been recommended for
destruction by KEBS and other government agencies for non-
conformance to quality specifications and KEBs is arnong the state
agencies charged with destruction of goods that do notsconform to
the standard s;

(d) KEBS was aware of the impounding of & considh‘n;fﬁf ’O'f‘.iéugﬂar that

had been imported by Mumias Sugar Company aithough‘ __hé'IDF was
reading Dantes Peak Limited;

(e) KEBS was facing the challenge of -determining, the importers of
industrial sugar meant for manufacturing 'bét which was ~ being
repacked for domestic conSumpti‘&f‘h&adairist,1‘h'e regulations;

() KEBS does not have up: LO darc eqmpmems and infrastructure for
analysis of various commodmﬂs 1mporaed and exporiedKEBS also
lacks capacity for eﬂforce-*me*n o

Standards and market suveillance
and therefore carnt-.cope with demands like single window and 24

hour operai'iol_‘.],s‘ a'%.tt'he bpr%%;of clearance or entry/exit.

2.13 Submissicns by: Management 4nd Board of Directors for Murmias Sugar
Company M, Nda

42. Appc;.jlar"iﬁigiebé?ar._gﬁ“i'he Committee on 27! May, 12% june, 10% July and 17t

e he Board and management were aware that the Company exported
between 2006 and
t the country anag

sugar to several European and African countries
2012 and concerns that the sugar may not have le
that revenue in the form of VAT payable could have been lost:

(b) The Board and management were aiso aware that certain information

C
regarding the exports was missing from the _ompany‘s records anr;'

(
promised {0 insiitute forensic audit of all MSC exp




fact that some of the key managers had since left the Company ana
e Faid I ./} i
would report the findings to this Commities
i N TR et = ey i, plaenol
¢ The Company was in a crisis as a result Of serious Mmanagement short
J <)

fallings and the company was unable |
a

(e) The Board and management were noi :
import the consignment of the 10, (JOO MT of sugalm?C!Z and there
was an on-going Board inve r;g “thesam
submit the outcome .of the in

two months. The Board had :

(f) The preliminary repo, Audit by KPMG on sugar

imports by the t_ornpa. y could not be r
3 ere ceriain transaciion defails that had not

e 3wt

aleased to the Commitiee af

in the report and the Board undertook to submit the

en those aspecis had been addressed;

t it was having challenges from neighbouring
taken advaniage of delay in paymenis for
e by MSC to poach cane from its contracie | farmers

i O |

(h) The Board '!.dmirlf‘fJ :! ai 'i‘here was massive corruption and lack of dear




2. 14 Submissions by the Direcior General of the National Intelli ligence Services

43.  Appearing before the Commitiee on 10t july, 2014. the Direcior Genera! of
NIS made the following submissions: -
(&) That the function of NIS was o gether intelligence and cornpile
reports on the same for action by the relevant authorities:

(b) That NIS has no prosecutorial powers:

(c) The sugar industry was crippied by among other isues, igh
cost of production and obsclete technglogy: hence Kenya was a
very lucrative market for the com moduy and#that has been a
catalyst for sugar smuggling in ihe:_Coumry..;l

44.  The Commitiee expressed disappoiniment ovér iheinformation presented
by the Director General and informed "hign ihai Kenyans had very high
expec:auon; of his office. Tf‘?a DG e preﬂed his appreciation of the

Commitiee's need to deal v ';rh the sugar issue and requested that the

Committee details out z‘he m:ozmanon they required from him and he
would respond within two ,,we_ek;.

45.  The Committee. acceded ro his request and ouilined the required
information as- .*O//OWJ.

(a) Prowd m;orz“ﬁauon on illegal sugar importation, exportation and
Jm;/gg/z ng:

"-5 1

(b)Prowde the name of the illegal importers and smugglers  and
sitheir local partners within and outside governmient Institutions:

‘(c) Provide information in the custody of National Intelligence Service
if any concerning smuggling of sugar into the C ouniry through
Kismayu and along Kenva's border with Somatia:

{d)The names of companies, iraders, dealers, fransporiers and any

of

other persons involved in the alleged sugar exports by Mumiss

-

Sugar Company to regional couniries and jn particilar owners of

e S R R e AT L R T W b, A5
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sl aba Lo T o 12 5 5 DT : s
the trucks that ferried the sugsr for export from Muimias Suges
Warehouses, and

o " o Loz S o ol o S E e ) =
nces under which suger meant for industrial use

ended up being used as table sugar and the persons invoived ii

the repackaging of the sugar for domestic consumpiion.

owever this has not veen done to

RN R e i ey ] g i PO L
4 leiter detailing the above was sent for acion i

45.  Appearing before the C mpanied
by a KRA official, the Cab et Sacre:cry made’ lowing submissions
regarding sugar Irmor s by Mumias Susa: Co.n any;

b) In 2013, 10,000 metric 13
a third party, The congignment.]
iand ahﬁaCTed 4 penalty of 8.8 million payable tc KRA

jtook' 46 oa\gs io be clearea by KPA due to

clarification issues.
and undisclosea 'a‘mDUF\L«"_.__IOi-I_;.’]!lllOﬂS to KPA.

ided that the permit transfer 10 a third party

ci) tHc K?A O,IIC‘ai darified to the members that the import license issued to

_<C cc;rmcn be u:ed more than once as it shuts down when the systemn

- Mumias Sugar exports were dong froim 20006 o

ga

..'J

e 110 exporis done in the year 201

members of his commitment ¢ brief them on the
cector and proposed for 2 joint meeling for the

ture and Finance.




Z.16  Submissions by the Cabinet Secretar y Minisiry of Agriculture, Livesiock and

Fisheries

47. Appearing before the Committee on Tuesday 9% Septeinber, 2014, the
Cabinet Secretary made the fo! IOwing submissions on the <‘Ta'i'us of the sugar
sector in the country and other rnatters affecting the indust

48.  Ori the Status of the Sugar Sector in Kanya the Cabinet Secretary informed that: -

(a) The sugar subsector plays a major role in the Kenyan mcor‘on‘ﬁy and
was a source of income for millions of citizens.. fi“ﬂ Country was
producing about 600,000 MT of sugar against t he's :niiual domestic
requirements of 800,000 MT, running a -de ficit of about 200,000
MT. W

(b) There were 11 operational sugatr mills in ‘the country, 1additional
new mill was to be co: mmissioned ir K\MGIL while 2 other mills
(Muhoroni/Miwani) were under 1ece1v°rsh|p

(c) The combined installed clus‘wlng cc.uacny of operational mills was
about 29,990 MT of“cane per day. The current capacity was
sufficient to produce about 1 million tonnesof sugar per annum.
The target was to expand this capacity to approximately 50,000
MT in order to pl’Q_dUC_f.’ 1,350,000 MT to make Kenya a sugar
surplus producer., ~ «

(d) The sugar cI'osir‘c:‘s‘roc./s held by the factories at the start of the year
2013/14=wds gt "27,392 MT up from 19,205 MT at the end of
201?/? "The stock level increased to a high of 42,845 MT in
3 ebrucr y 2014 against optimal level of G, OOO MT

(ﬂ) The Mmlsuy embarked on a strategy to decrease the sugar stock to
“raniacceptable level of 8,478 MT, which was achieved by 20th
Aucuq 2014,

(f) The increased sugar stock was attributed 1o;
g) Sustained high sugar production:;
(h) Carrying forward huge stocks from the previous year;

(i) Surplus balances in the world market and depressed prices; and

(i) Increased presence of uncustomed sugar in the country aitracted v

our high cost of praduction.




() All 5 Governmeni owned sugar factories are
privatization program. The Progrem received Cr._;.

I ¥ oy
i

resh capital.”

(0) The Parliamentary Departmental Cor mi'r?ééf_“bn Finance, Plar*\ing
and Trade passed a iesoluriﬁ ‘on E’rhllgnuarv 2G13 “that the
prmam;anor of Lhe puDitr _aecton Sugar Companies should be
'_z*nc “wheéh all legisiation affecting the
the Co'lmy Governments have beer
DUT in piace !ck start the privatization process, the
Parliamenta P Co.nmur “on Finance, Planning. and Trade

approval is

49, Afie Industiy the CS submitted as follows: -
(&) f sugar production

:Tl 1—*<9 Had been caused by a number of factors that include the following

am om‘f oihers:

« Detgriorvating soil

;
Low adoption of high vielding sugar cane variefies
s P aghe oriarnic raCvicEs




(b)

= Low quality seed cans materials;

« Frequent cane shortages which lead to immature cane:

“ The high and rising cost of inputs such as diesel, inporied

fertilizers and machinery:

e High harvesting and transport costs:

« Sugarcane is grown by small holder farmers Under rain-fed
conditions; ‘

¢ Poor roads within the cane catchment aréas;

¢ Lack of su’ﬁ ent finance for, Government owned sugar
factories to rehabilitate the rnachinern_s

¢ Length of cane halvesnr\wa"\o milling fitne; and

.\

That fhe high presence 01 llle':fal imports earlier in the year saw the indusiry
continue to experlence stock piles and declining ex-factory prices of sugar.
The Un-customed slgar !lﬂpbrrs were re-packaged into local bags o conceal
identity and evade the surveillance network. In the period January to July
2014 the market hc.d éVpEHGﬂCGC: declining sugar prices to a low of Kshs.3,
200 f@r .a 50 kg bag against an average industry break-even of Kshs.3, 800
Dusnmc‘ down ‘cane prices to lows of Kshs.3,000 per ton.

5 “". *
7

‘-"fmfé’“Ré';&,_ig‘ﬁal Trade

“this was especially for net deficit sugar countries that exported

SUb;tdr‘leI amounts o©f sugar to pariner states with disregard and /or
compromise or laxity in the enforcernent
example, despite being a net importer, is
Kenya.

i the Rules of Origin. Egypt for

£

significant supplier of sugar to

r_uC
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2.16.3The CS gave the following recommendations on how to sireamline the

(a) Cost Reduction and Increasad Productivity Measures

52.

L
Industry
The Cabinet Secretary told the Committes that to mitigate these challenges,

M

the foliowing sirategies were recominended and the Minisiry hac initiated a
number of them wi"i‘h a view to streamlining the Kenyan sugar secior as

follows:

Diversified product base

All new investments for setting up su
revenue siream b"* nd sugar when a
mills wnl be

i:ransi%iu rIO‘T'! the

Bulk procurement of inputs an

iterns such as mml-zr Cangs : a procrs that has
already been put inmmotion.” This v'\/l” be implememr_d within the next 2

rnontihs.

erforming Gou rnment owned

mendation for spccdy exploitation ©
ast i:‘ack ‘rhe sLalIe Privatization of the

s
mcusi‘ry by way of injection of much

58billion to address the indusiry
Jublic Privete Parinershios,

hiS _,E \.”.J'Ind jj 1oNe ._-}\;’

auctions or
Marcn, 2015.




anned cane development/harvesting and
-nould be done by December 2016

ayment sysiem based on weight to one
based on quality. Remuneretion that rewards efficiency and penalizes
ineificiency to be adopted by the entire industry by December 2016.The
systemn will improve efficiency as it will remunerate based on qualn
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Development of a seed cane policy

56.  This will guide the indusiry in the development and adoption of high
ylelding, early maturing and disease resistant certified 3eéd .cane of relevant
varieties. This policy is targeted to be in pla ace by June 2015

.

Sugar production and consumpiion

57. In order to validate our statistics o’i‘i' the nat |onaE sugai demand and supply,
an independent study will be’ mdertaken by 30th December 2014 to
confirm the updated status™ based on.,. changed fundamentals such as
population and producuon Uiowm '

lmprovemen“‘r/ Managémenf’of roads infrastructure

This will be done ro wncour gP collaborative management of infrastructure
in the sugar belt.tfiat will;énhance the impact of the available pool of funas
to the sugar value: «chaim Within the various agencies in the sugar beli.

un
o

%
’r

al Tr'adg.-and Rules of Origin

.
e

(b)lmra Recl'

59. =There is-anzurgent need for verification missions to deficit countries which

. have' hlgh export history to satisfy authenticity and the harmonization of
" regulatSry/administrative processes within the trading blocks. A cse should
be, put forward for the establishment of competent authorities in respective
partner states for purposes of liaison on sugar matters. This specifically
applies to Uganda and Rwanda who do not have regulatory bodies’ specific
to the sugar sector. Kenya and Tanzania have in place such authorities
making collaboration and administration smoother. This should be done by

30th October 2014.




T b re
seeking an amendmeni
1

f
be submiited immediatel

61 In the meantime Agriculture, Fisheries and Food Authority {AFFA} wili in
collaboration with Kenya Revenue L\umouq tation officers within the
partner states and in Mombasa to ensure the seciors’ interests:ate piol i

(d) Un-customed Sugar Imports

Ban on Sugar Auctions
It is recommeanded that insi‘eac’ of auci‘iomi
imports, it should be de
Sugar Millers/Manufactu
now on given the ML‘u ias and Cheme
implemented immediately.

i

o
e

63.

publicity an

Mmi ilﬂ' QfF ana

ethanrol pioour
This shouid be done with

64 nter-agency surveillance and enforcement
Ceneral of AFEA




3.0 FINDINGS OF THE COMMITTEE

Mr. Speaker,

65. The commiitee investigations which, included site visits to the varous areas

of interest to the Sub-Comnmitiee terms of reference came: ‘up with the

following findings.

3.1 Presence of Cheap and Unregulated Sugar in the Local Matket

66.  The Committee’s investigations established that a I“uve qlrantuy of sugar
enters the Kenya market unregulated and untaxed In the last six years. the
country has consumed approxima itely 335 OOO*MT (Af&’ statistics) of sugar,
either illegal or meant for industrial *nanmactunng The sugar is re-
packaged by unscruputous business® pebple in packages similar to those used
by local millers which, is against reguial ons governing food products. Apart
‘from such sugar not meermg ihe . I\enya Bureau of Standards (KEBS)
specifications for domesn& conn.mpuon ‘the government loses in terms of
taxes.

67. The illegal imporlauon OT sugir has led to the IIoodmg of sugar in the local

market which - ha< *causec market distortions resulting in unfair price

competition to 1he' dlsadvamage of local sugar millers and cane farmers.

The unfaitr compel,_l,,_uon has led to low sales by the millers hence farmers
cannoﬂ-’[‘at;qnﬁ"pﬂy_pe‘paid for their cane deliveries.

68. It IS good':ﬁo note that, despite Parliament in 2001 passing the Sugar Act
‘ number 10 of 2001 which outlined well the requirements for licensing of
"'Wsugar .millers and the functions of the Kenya Sugar Board, illegal and

uhregulated sigar mpons still poses a major threat to the Sugar sector.

3.2 INDUSTRY CHALLENGES

r

aker, the Sugar Sector in Kenya is faced with many hallenges
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(2) Poaching of sugarcene among sugar miliers;

{b) High cost of produciion

(c) Field and factory ineiiiciencies,

{d) Corruption and impunity;

(e) Lack of capital to modernise and automate the miils;

1

F

{f} Fast decreasing land sizes and loss 0

(c) Failure by the regulator to properly manage amnd reguiaie the

Cane Poaching
Traditionally, the Kenyan cane

growers mode! whereby farmers

and in turn rhey are expec TO “upplv LhE‘ cane to the millers who have

extension services, harvesting and

In practice, de "Iopmen ‘of own cane by millers, commenly known as

AVES

Nuicleus Eslczum as wel! s contracied farmers was a precondition for licensing

-

JIS precondition is no longer adhered to, 1

thereby creating

existis 1g tnillers

R | s b e ! . (s . g i [ !
Canz poaching has led {0 conflicis among SUrfouncing  .oca
i 5 4 =1 T T ol
cormmuntiigg/ miiers a ¢ase in point is the incideni in Tangaxona
cpentariny bey it viabioies - gy = e T '\\]-——‘I— Crvmmy R S
SSRGS i & IFECIOrs raniponing waeh O INZOid JLIFAT Oy
5 ;




/3.  The genesis of cane poach{ng is attributed to weak regulations regarding
licensing of new factories and failure tc honour contractual agreements by

coth the millers and farrmers.

High Cost of Production

RAN

Kenya is ranked among the couniries with the highe:s.i' COSL of Sugar
production in the world. which makes it an ah‘racﬁvé- de r:mnon for both
legal and illegal imports. “While the cost of proeucnon insthe region is
about USD 415 per metric tonne of sugar, the.cé of pioduuon in Kenya is
well in excess of USD 550 per MT. Thls h ost of production is
attributed to the following; .

(a)  Poor agronomic practices in the sugar growing zones;

(b)  High cost of inputs and “old machinery at farm and factory

levels: ; i
(c)  Deteriprating soil ;-1‘éﬁiii'ry;
(d)  Use iS%;yié'l-‘di‘.rfg;};ugarcane varieties;
(e) Reliéh_tg'_(-j}ﬁ-}'aiﬂ-fed farming;
(f ) '-',~§_maH ano uneconomic land sizes:
. (g) -L)‘:"l"isu‘?;i‘ainable techinical support to out-growers;
_"""-'-‘q(h) ; Poor road infrastructure and high transport costs; and
() ) Low by-product utilization.

I-Jeavy Indebtedness

ndebted and lack the capital required to

/5. All public-owned milis are heavily
expand, modernise and autormate the factories for the reouired efficiencies
and economies of scale. At the moment, five publiccowned mills are

indebted to the tune of over Shs 100 billion it

TS i S A e
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/7.

.o 2 debi of Shs 37 hillion, Miwani Sugar Company (in receiversiip)

Ksh 28 billion, Muhoroni Sugar Company (in receivership) Ksh 27 biliton,

Chemelil Sugar Company Ksh 5 billion end South Nyanze Suger Company
1 W OO | S, av 1t oywuen oy the overnme! Kenv upolier
3 billion. The money is cwad to the Government of Kenya, suppiiers,

£
1)

- cane geliveries.

tanks, Kenva S:_; car Board and farmers

imprudent business decision, Corruption,
The mills have engaged in 2
turned out be either misacventures
Mumias Sugar Company’s investiment |
and Nzoia Sugar Company’s purchase

&

Kenyan roads are cases in point in v

lost in the process.

A particular have turned out o be
phoned out of the companies. While

sugar sales has become a leClei case of

1o engagement of mills in regional sugar exports

‘e evamining the KRA Report (Annex V) on the sugar

f'\po sts by MSC, there is glaring discrepancies on the volumes on

TLRL

P

"fc; val exported sugar as provided in the Simba Systern entries and the

suimmary of exparts enifries submitted 1o the Commitiee by MEC Jri

=4 T S VDI R | SO - ey 2 ¢l
the detailed submissions on company (Exporter) basis (Annex I & I},

Anotier case i poInt i |

% H Lt — ry et R
be aflowed sxpoii o
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EINMT were exporied by Nesredin Mohamed. There

indicates thar 3,

r‘_fj

are no clear records to ascertain this. (Annex ii& /)
/8. That notwithstanding, & tofal summary all exports by MSC for the perioc
2006 to 2012 are given a; 52 284MT while the detailed itemised list to
0 A

individual companies total to 30,204.37 MT. However figures iom KRA

incicated that MSC had export entries amounting 71,272.58MT (Annex V),

Further, KRA confirmed that only 8,133 MT were exported-s.éﬁ peér entries i
Simba System and thersfore there is no evidence of ex p‘otti‘-‘-@f'-'rzl*.e reminder
sugar volumes estimated at 63,139.58 MT w"nm Tl’a!"S.ulE‘S to Kshs. 2,886,
681,516.70 (Annex V), |

79. Further, the regisiration certificates provided- I‘by “MSC  have varied
information. For instance, Mid Afriﬁc’_.&_i-_Qomr‘nodi‘ti_és and, Mega laser are
importer from South Sudan when Lhe certificates indicate the firms are
registered to operate in Kaka__{gﬁérga;"’ar};c::{ f\&'él'aba Border respﬁeciively (Annex
“) F i g i

80. The Board of DEFEC'TO?‘::SI bf,;}\/lS:'C instituted a forensic audit on the sugar

exports and Imp@:r:_‘rs’f“'ﬁﬁis._auq.ﬁ h{}vas undertaken by KPMG audit firm and

the Commiti‘ee":"regéii'i}ed the T'Draﬁ Factual Finding Report" from KPMG on

19th December, 2014(Al‘mex V).

3
Low e udi\m\; |
IHe lora!,crea under cane in the couniry presenily is 203,730 Ha,

\.

;,ompllsmg 189,390 Ha belonging to out-growers and 14,340 Ha Nucleus

Fstates (land owned/ieased by mills to grow cane). There are 300,000 canz

farmers. 4.500 of which are large scale.

82. The average yield per Ha in Kenya is 60.5M7T compared to the global

erage of 63MT. For instance Columbia produces 115 MT per Ha. Tota!

cang sy
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That, as at the time of compiling thi
documents and/or reporis despite
relation to all exporis and imports oft

W

ad not provided any
by the Committee in

o)
0

100. That, the Committee also obsél
with the following cornpanjes:weréc
1) C7arnmow SLge_ EA Limited.

e Thomas of Rwanda,

‘.anat'iona!,
el Deng,

W, IE'O) Mid Africa,

11) Southern Sudan Mudland Co. Lid,
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) Uchumi Commodities {(Uganda) Lid

.
-
oq
e
0
R

(Annex I a-h& VI

101, in view of the fect that MSC made exports ic the regional markets to the
companies mentionea in 102 above, there is glaring disparities betwess
records from MSC and the respective importing companies. For example.
Nesredin Mohamed of Addis Ababa wrote to MSC to purchase 5000MT fc.»
export and the records from MSC indicate a summary roral-or 5,882MT
which still has a bigger variation from the detailed recofds submmed by
MSC indicating a total of 117, 64IMT having been rraded by Nesredin
Mohamed as exporis t¢ Ethiopia between 2006 and ?OOQ Recmds at MSC
indicate a total summary of all exports by MSC ‘s'pr. l_nel,pez'_lc_:d 2006 to 2012
as 52,284MT while the detailed itemised list }‘:O";“indivic]uai exporl‘ing
companies total to 30.204.37MT which is. c] E‘i'c"uariai’iESn from records h
at the KRA indicating 70,431MT as expot ris o. Drown sugar by MS\_ the
same period. (Annex Il (a) - (f‘) ll/ (e} c? v /a))

)
e

The Committee observed that: despne me;e bﬂmg questionable dealings of
MSC between 2006-2012, the: rhen MSC ‘Auditors Ms Delloite and Touché
gave MSC a clean bill of h*-'al‘m

103. The Commiitee ob;swoo 1hat witn regard to importation of 10000MT of

sugar from Sudan, ‘w MSC ihe Import Permit from KSB issued to MSC was

B

unprocedurallv r'ran*s'el red to a third party (Dantes Peak Ltd). Further, KRA

c:GI‘[‘IlLIECl ‘having noled the anomaly but still went ahead to release thz

consngn rnem "-:.3

104, "l -PMG Hds provided a disclaimer to its "Draft Factual Finding Report"
S ¥ accuracy and completeness of the report, nofing that any

subsequent information may require the findings to be adjusted and
qualified accordingly. However the Comm‘.i‘tee took cognizance of the

report, which largely reflects the committee’s findings.
(] 7




CHAPTER 4

40 RECOMMENDATIONS OF THE COMMITTEE
The Committee therefore recomimends:

i05. THAT‘ the govemmf—:n? establishes a permanent inter-agency. enforcemeni‘@"

o & monitor cross-border trade and ste
smuggling. The unii should draw
T TAFFA, KEBS, the Kenya Police, K
- agencies.
a,c JJ

106. THAT, KRA officer(s) should be invesiivai’e

or clearlnﬂ sugar witho

107. THAT, the remlorcemen
safety and that KEBS be
al whu_l"- is suauoccd r

'o nmb!e for failure to preven‘ abuse of iis

T
e
L

a_standard measure for safety of goods in the

and regulations governing sugar imports and exports
dto provide for higher accountability and public health

=

for stiffer penaliies for offenders, The

import licences for the following companies: -
A. Ltd, Stuniwave Litd, Mshale

109, THAT, the government imp!emems the sugar industry strategic agenda for

¥ Lile &

increasec compefitive uction in consurmner prices. There is need

| LA s
} ¥ i i ¥ PR e it i By
to lower ;.i’:)f__l, cOSt. improve sxignston ervicas among otners 1o

l s . Lt
¥ : ] - e

e ncentive o smugEe sUZar 1o g
s




1.

4.

¥ia.

2

I, the Naticnal Governiment in coilaboration with county governimarii
shouid provide mechanism for coordinated infrastructure developrment tc
avoid duplication of responsibilities by differeni bodies mandated to
maintain roads.

THAT, the Na al Government should implement the Nationa! Land
Policy to mii‘iga‘fef irther land sub-division for improved procuctivity.

THAT, the fertilizer subsidy should be complernented by 'p’lk procure

of other farm inputs and capacity utilization which shoul d be: done- by
Sugar Directorate.

THAT, Investigations should be carried out on MSC and/or its agents, KRA

and all importers and/or their agents who imported sugar from MSC in the

period between 2006 - 2012 and appropriate action taken.

THAT, the KRA should be held’ ;esponsnb!e for the loss of VAT taxes
amounting to Kshs 577 million ‘TDII' fictitious exports of sugar by MSC.

M

THAT, any officer from:the. Board¥and Management of MSC and KRA
responsible for the fictitious . ""le,gg,por'rs of sugar between 2006-2012 be
held responsible for abusé of procedures and abuse of office.

O

THAT, the Natiorfal, Government introduces landing certificaies for ali
S

transit sugar as a confirmation of physical exit to stop any dumping into the
local market,

ey
Mty

e i

THAI, 1he Government should consider offering tax breaks to encoura g

new mvesrorq into the sugar industry. Additionally, duty waiver for sug

'-"";ndustiy farm inputs and farm machinery will go a long way LO\J‘J"“YG‘S

|educmg the high cost of sugar production.

r

THAT, KPMG having provided a disclaimer as to the accuracy of the Draft
Factual Finding Report, Mumias Sugar Company avails with immediate

he final KPMG report to the National Assembly.

—

effect




120.

THAT | officers from MSC/KRA who abusec import procedures with regara
to lmpori Permit requirements in the importation of 10,000MT of sugar in

2012 from Sudan be held to account for their misdeeds.

HAT, Deloitte and Touché be held responsible for misleading the
zovernment, other shareholders and public on the state of afiairs in MSC

._I

o0

uring the period of their engagement as auditors.

X




ANNEX Q.

MINISTRY OF AGRICULTURE, LIVSTCI(, FISHERIES AND IRRIGATION
STATE DEPARTMENT FOR CROPS DEVELOPMENT
Office of the Principal Secretary

- .i’/"

Telephone: 2718870/9

Faxi2718318 KILIMO HOUSE

E-mall: psaggriculture@kilimo.go.ke e : CATHEDRAL ROAD

When replylng please quote P,0. Box 30028 (00100)
' i 5 NAIROBI

Ref: MOALF/SDA/ADM/31A 30" July, 2018

Dr. (Eng) Karanja Kibicho, CBS
Principal Secretary
State Department for interior

NAIRQBI :
Dear & AAC tZLV )

GAZZETEMENT OF PERMANENT INTERAGENCY ENFORCEMENT UNIT ON
SUGAR TRADE

Reference is made to recommendations made by the Departmental Committee on
Agriculture of Parliament vide a report on crisis facing the sugar industry in Kenya as

adopted on 26 February, 2016.

The Committee recommended that the government establishes a permanent
Interagency enforcement unit on sugar trade which should enhance capacity to verify,
scrutinize and monitor cross border trade and step up border patrols to eradicate sugar
smuggling. The unit should draw membership from Kenya Ports Authority, Public
Health, Agriculture and Food Authority, Kenya Bureau of Standards, Kenya Police,
Kenya Revenue Authority and other relevant government agencies.

The purpose of this letter therefore is to request that the unit is gazzeted to meet the
threshold set by Parliament for the unit's formation.

dback on this matter will be appreciated.

Dr. Richare L. Lesiyampe, PhD, CB
PRINCIPAL SECRETARY

Your fee

Yours \v
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. MAZINGIRA HOUSE
~ KIAMBU ROAD
P.O. Box 30036

INAL INVESTIGATIONS /' Y
28t November, 2018

SE M. WANJOHI, COMMITTEE CLERK)

EQUEST BY THE SELECT COMMITTEE ON

¢ DEPARTMENTAL COMMITTEE ON AGRICULTURE,
AND COOFPERATIVES ON THE CRiSIS FACING THE

STRY IN KENYA el _

ade to your letter Ref:NA/DCS/CO1/2018/136 dated
ober, 2018 and NA/DCS/COI/2018/(170) dated 21
018 on the above subject matter. ' :

- The  Directorate of Criminal Investigations = commenced
nvestigations  following your directive contained in  the
Parliamentary Select Committee on Agriculture, Livestock and
Cooperatives report on the crisis facing the Sugar Industry in Kenya

 vide your letter ref:KNA/L&P/CORP /2018 /(62) dated 30t July,
B D08

. The 1nvest1gat10ns are on course and a substantive. ground has
been' covered in terms of trailing of cash in different banks within

Durlng -i-n-sz_eéﬁ-g-ations, it came to light that some substantial
amount of money were transferred to foreign accounts which are

ATION FOR AN IMPLEMENTATION STATUS ON THE



not within our Jurisdiction and we were required to bring in
Interpol to assist us get information. It is this aspect which has
delayed us from completing the investigations in time as earlier
envisaged. Also as you are aware, the origin of the sugar was from -
" outside the country which also requires Interpol Protocol to
accomplish these investigations.

It is on this basis that we are requesting your office to give us time
at least one month to enable us complete the investigations and
_ forward the report to you.

~ We highly apologize for the delay occasioned by the two aspects
mentioned above.

MGI) MBS -
F CRIMINAL INVESTIGATIONS
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ANNEX Y.

U5
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ETHICS AND ANTI-CORRUPTION COMMISSION

INTEGRITY CENTRE (Valley Rd. /Jakaya Kikwete Rd. Junction) P.O. Box 61130 -00200, NAIROBI, Kenya
TEL.: 254 (020) 2717318/ 310722, MOBILE: 0729 2_388881!21’3
Fax: 2564 (020) 2719757 Email: eacc@integrity.go.ke \Website: www. eacc.go.ke

When replying please quote:
EACC.6/4/1 Vol. 1V (21)

The Clerk of the National Assembly
Parliament Building

P. O. Box 41842-00100
NAIROBI

Dear Sir,

RE:

29 November 2018

[EC) \|
j%é@ ,sg
|

CLERK'S OFFICE |

REQUEST BY THE SELECT COMMITTEE ON I PLEMENTATION FOR AN
IMPLEMENTATION STATUS ON THE REPORT BY DEPARTMENTAL

COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES ON
THE CRISIS FACING THE SUGAR INDUSTRY IN KENYA

Reference is made to
2018.

your letter ref: NA/DCS/COI/2018/(171) dated 21st November

The Commission analysed the Departmental Committee’s recommendations on pages
50-52 of the Committee’s report and took up two matters for investigation,

The status of these investigations is as follows:

REF. ALLEGATION/PARTICULARS

STATUS

106 | That KRA officer(s) should be investigated
and appropriate action taken for clearing
Sugar without permit from the sugar
regulator.  Equally any company that
imported sugar without a permit from the
regulator should be banned from import and

export business.

“for lack of evidence to

Investigation was
commenced and finalized
on irregular issuance of
sugar import permits, The
inquiry file was submitted
to the Director of Public
Prosecution, and in July
2017 upon review, directed
that the matter be closed

sustain prosecution.

I‘ Tukotneshe Ufisadi Tuijenge Kenya
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113

That investigations should be carried out on
MSC and/or its agents, KRA and all
importers and/or their agents who imported
sugar from MSC in the period 2006-2012
and appropriate action taken.

119

That officers from MSC/KRA who abused
import procedures with regard to Import
permit requirements in the importation of
10,000MT of sugar in 2012 from Sudan be
held accountable for their deeds.

Investigation ~commenced
on the two matters.
Documents weré collected,
analysed and statements
recorded. Investigation in
the matters had stalled on
the basis of our mandate to
investigate MSC, whether it
is a private or public entity.
The investigations resumed
and are at advanced stage.

Yours faithfully

HDW/afl

WAQO, CBS, MCIArb
ECUTIVE OFFICER

S0
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ANNEX €

{3 KENYA REVENUE &)
\\k“ “ﬁa‘ AT TR T R e
9 AUTHORITY

IS0 9001:2008 CERTIFIED

Ref: P000626584]
10" July, 2018,

The Managing Director,
Mumias Sugar Company Lid,
P.O Box 57092-00200,
Nairobi

Dear Sir/madam,
RE: M/S MUMIAS SUGAR CO.LTD

NOTICE OF ASSESSMENTS FOR VAT AND SDI,
YEARS 2006 TO 2012

We refer to the VAT returns submitted in respect of the above period.

A review of information in the Customs Simba System indicates that exports of sugar were
declared for which VAT was charged at zero rate. However, there was no evidence o
confirm that the Sugar consignments in question actually lefi the Country.

We have now raised additional assessments on all the Sugar Consignments for which no
proof of exit through the various boarder points have been found as set out below: -

( [ TAXABLE PRINCIPAL PRINCIPAL TOTAL VAT SDL
YEAR VALUE vay SDL PRINCIPAL | INTEREST | INTEREST | TOTALTAX
6% 4% | Due 1%P.M | 5%P.M DUE

2006 476,407,046 76,225,127 19,056,282 95,281,409 76,225,127 19,056,282 190,562,818

2007 4§5,36?.,3_8_7 72,857,982 18,214,495 | 91,072,477 72,985,168 18,214,495 182,272,141

2008 899,346,831 | 143,895,493 35,973,87_3___179,869,365 143,895,493 35,973,873 359,738,732

2009 89,001,961 14,240,314 3,560,078 | 17,800,392 14,240,314 3,560,078 35,600,784_

2010 | 37,835 6,054 1,513 7,567 5,812 | 1,513 14,892

2011 989,431,500 158,309,040 | 39,577,260 | 197,886,300 132,979,594 39,577,260 370,443,154_

2012 | 85,000 | 13,600 | 3,400 17,000 9,792 3,400 30,192

2,909,672,560 | 465,547,610 | 116,386,902 581,934,512 | 440,341,300 116,386,902 | 1,138,662,714

The assessments have been sent separately through your iTax email address with us.

Tulipe Ushuru, Tujitegemee!
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Annexed 1o this letter are copies ol VAT assessments and schedules setting out the specilic
consignments and valyes

could not be found for easc of
reference

lor which evidence of Cxport

In line with the above, please make necessary

drrangements o pay the taxes due amounting
to Ksh. 1,138,662,714 without further delay .

Nevertheless, you are reminded of

your right of objection
the Tax Procedures Act, 2015,

as provided for under section 5] of

For any further clarification, please contact the undersigned or Mr.
joseph.otieno@kra.oo.ke or [

J.W.Otieno through email
o clephone number 0709 0124)s.

Yours i"ailhfully,

@bug@q,

Patrick Chege
For: Deputy Commissioner

Large Taxpaycrs Office

of Domestic Taxes

L]
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% KENYA REVENUE
%{Jk.\_g AUTHORITY Legacy Assessment Order

www.kra.go.ke

For General Tax Questions
Cantact KRA Call Centre
Tel: +254 (020) 4999 523

Cell: +254{0711)099 929 i

Email: callcentrefkra.go.ke -

Taxpayer PIN:  P000626584)

Name and Address :

MUMIAS SUGAR COMPANY LTD
MUMIAS COMPLEX, MUMIAS, Mumjas District,

Assessment Date : 10071201

Assessment Number :

it KRAZ201B11G83515
O .
Postal Code-00200 (ORI 0
Assessment Details _
Assessment Period From: 01/12/2006 Ta:  31/12/2006

Assessment Type

ADDITONAL ASSESSMENT

]Tax Obligation

Value Added Tax (VAT)

Liability Details

[Tax Payable (Ksh)

| 190,562.818.00

Official KRA Representative

Authorized Signalture

Designalion of Signatory  Officer

Name of Signatory

JACKSON MUTISO MUMO Contacl Number

Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a syslem generated nolice and does not require signature,

NAIROBI Gatundu Districl BARINGO, P.O.BOX 4545, GPO LTO.Tel TBAGTEETE
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Email: callcentre@kra.go.ke ~ -~

i

www.kra.go.ke

For General Tax Questions

Mo, o pncris R Contact KRA Call Centre
ci{ v RENYA REVENUE ) ggaoy Assessment Order Tol: 254 (020) 4999 095
j}t\‘r_:’v' ‘,:\Ll'l H()I‘\IJY Cell: +254(0711)099 939

(D

Taxpayer PIN:  P000626584!

Name and Address :

Assessment Date :

MUMIAS SUGAR COMPANY LTD

MUMIAS COMPLEX, MUMIAS, Mumias Districl,

PO Box:57092,
Paslal Code:00200

10/07/2018

Assessmenl Number ;

KRA201811683585

(UM A

Assessment Details

Assessment Period

From: 01/12/2007 To:  31/12/2007

| Assessment Type

ADDITONAL ASSESSMI_ENT

Tax Obligation

.

Liability Details

lTax Payable (Ksh)

| 182,272,141.00

]

Official KRA Representative

Authorized Signature

Designation of Signalory  Officer

Name of Signatary

JACKSON MUTISO MUMO Contact Number

Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a system generaled nolice and does nol require signalure

NAIROBI Gatundu Dislrict BARINGO, P.0O.BOX 4545, GPO LTO, Tel 789676676

s/






» For General Tax Questions
? Tt KENYA REVENUE L A ¢ Ord Contact KRA Call Centre
L oeh AN 1S SVEANLE Tel: +254 (020) 4999 9399
/J:, AUTHORITY cgacy Assessment Lrder Cell: +254(0711)099 939
Email: callcentre@kra.go.ke

www.kra.go.ke

Taxpayer PIN:  PO00626584| Assessment Date : 10/07/2018
Name and Address :

MUMIAS SUGAR COMPANY LTD Assessment Number ;
MUMIAS COMPLEX, MUMIAS, Mumias District, KRAZ01811683991

Postal Cado:00200 IO OB ORT 0 I R

Assessment Details

Assessment Period From: 01/12/2008 To: 31/12/2008
Assessment Type ADDITONAL ASSESSMENT
Tax Obligation Value Added Tax (VAT)

Liability Details

ﬁx Payable (Ksh) 1359,?38,?32_00 —————— _I

Official KRA Representative

Authorized Signature Designation of Signatory  Officer
Name of Signatory JACKSON MUTISO MUMO Contact Number
Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a syslem generated nolice and does nol require signalure

NAIROBEL Galundu Dislricl, BARINGO, P.O.BOX 4545, GPO LT0.Tel 789676676
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67}:‘*’" AUTHORITY Legacy Asst:ssment

www.kra.go.ke

For General Tax Questions
Contact KRA Call Centre
Tel: +254 (020) 4399 999
Cell; +254{0711)093 999

Email; calicentre@kra.go.ke

Taxpayer PIN : POOOG26584]
MName and Address :

MUMIAS SUGAR COMPANY LTD

MUMIAS COMPLEX, MUMIAS, Mumias District,
PO Box:57092,
Poslal Code:00200

Assessment Date : 10/07/2018 " =

Assessment Number :
KRAZ01B11684103

(NIRRT

Assessment Details

Assessment Period From: 01/12/2009 To: 31/12/2009
Assessmenl Type ADDITONAL ASSESSMENT

Tax Obligation Value Added Tax (VAT)

Liability Details
[ Tax Payable (Ksh) | 35,600,784.00
Official KRA Representative
Authorized Signature Designation of Signatory  Officer
Name of Signatory JACKSON MUTISO MUMO Contact Number
Disclaimer

Please make payment to any designated bank

Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a syslem generated nolice and does nol require signalure.

NAIROBI,Galundu Dislricl BARINGO, P 0.BOX 4545, GPO LTQ.Tel 789676676






) For General Tax Questions
T t ENY, P FEAAL Contact KRA Call Centre
7 b KENYA REVENUL | egacy Assessment Order Tel: +254 (0205 2999 999 ==

}jh ;’;, f\UTi IORITY Cell: +254(071)099 999 3 \
Email: callcnnlre@kra,go.kt{ p

P
www. kra.go.ke ‘i‘

PO00G265841 Assessment Date : 10/07/2018

g,

Taxpayer PIN :
Name and Address :

MUMIAS SUGAR COMPANY LTD Assessment Number :
[ MUMIAS COMPLEX, MUMIAS, Mumias District, KRAZO1811684308

{ PO Box:57092,
| Postal Gode:06200 (IO IORBCRI 0

Assessment Details

Assessmenl Period From: 01/12/2010 To: 31/12/2010
Assessmenl Type ADDITONAL ASSESSMENT
Tax Obligation Value Added Tax (VAT)
Liability Details
Tax Payable (Ksh) R | 14.892.00

Official KRA Representative

Authorized Signalure Designation of Signalory ~ Officer
. Name of Signatory JACKSON MUTISO MUMO Contact Number
Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a syslem generated nolice and does nal require signature.

NAIROBI, Galundu Districl, BARINGO, P.O.BOX 4545, GPO LTO.Tel 789676676







£, %5 KENYA REVENUIE
(f)t‘f AUTHORITY Legacy Assessment Order

www.kra.go.ke

For General Tax Questions
Contact KRA Call Centre
Tel: +254 (7 70) 4999 999
Cell: +254(0711)0993 999
Email: callcentre@kra.go.ke -~
/oy

{

Taxpayer PIN:  POD0G26584(

Name and Address @

MUMIAS SUGAR COMPANY LTD
MUMIAS COMPLEX, MUMIAS, Mumias Districl,

PO Box:57092,
Poslal Code:00200

=

Assessment Date : 1040712018 \\,L___/'

Assessment Number :
KRAZ2018116B4448

ORI 0

Assessment Details

Assessment Period From: 01/12/2011 To:  31/12/2011

Assessment Type ADDITONAL ASSESSMENT

Tax Obligation Value Added Tax (VAT) |

Liability Details
Tax Payable (Ksh) |370,443,154.00
Official KRA Representative
Authorized Signature Designation of Signatory ~ Officer
Name of Signatory JACKSON MUTISO MUMO Contact Number
Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authority.

Disclaimer : This is a system generaled nolice and does nol require signalure

NAIROBIGalundu District BARINGD, P.O BOX 4545, GPO LTO.Tel 789676676






For General Tax Questions

l ’ l? i Contact KRA Call Centre

’ MENYA REVENULE 4 agacy Assessment Order Tel: +254 (020) 4999999 -~

j ¥V AUTHORT'Y Cell: +254(0711)099 999/

Emall: callcentre@kra.goke | D\ h
www.kra.go.ke L“—' /
\"‘-—-

Taxpayer PIN:  PD00626584] Assessment Date @ 10/07/2018

Name and Address :

MUMIAS SUGAR COMPANY LTD Assessment Number :

MUMIAS COMPLEX, MUMIAS, Mumias Dislrict, KRAZ01811684543

PO Box:57082,
osta Code 06200 R

Assessment Degails

Assessment Period From: 01/12/2012 To: 3111212012
Assessment Type ADDITONAL ASSESSMENT
Tax Obligation Value Added Tax (VAT)

Liability Details

Tax Payable (Ksh) [30.192.00

Official KRA Representative

Authorized Signature Designation of Signatory  Officer
Name of Signatory JACKSON MUTISO MUMO Contact Number
Disclaimer

Please make payment to any designated bank
Note: Cheques or electronic funds transfer should be made to Kenya Revenue Authcrlty

Disclaimer : This is a syslem generaled nolice and does nol require signalure

NAIROBI,Galundu District, BARINGO, P.O.BOX 4545, GPO LTO.Tel 789676676
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738 . ANNEXT ()
Embankment Plaza, 3rd Floor (]/) MC"M S

Longonct Road, Upper Hill M
P. O. Box 74800 - 00200, Nairobi, Kenya (_JLJM‘Q JQ& -

Tel: +254 (0)20 2264900

Email: ceoffice@cma.or.ke % Q—% L(;é CAPETAL

Web: www.cma.or.ke MARKETS AUTHORITY

Chief Execﬁ%we ’'s Office s i

@) = D
Our ref: CMA/ CMD/og1 Q,Q_P ¥
r

December 12t" 2018 - _ r
SECETV \ S\&

Mr. Michael Sialai, EBS [\ i E ‘Q(

The Clerk of the National Assembly el T ?

Clerk’s Chambers 3 DEC 2018

National Assembly ]

Parliament Buildings

P. O. Box 41842 — 00100

BI.
NAIRO oot ¢ ‘\L‘B\L AS
\ A "'*";:?’“ $%‘}1 ;
Dear Mr. Sialai i E;%f.‘;c; bort
RE: REQUEST FOR INFORMATION BY THE SELECT COMMITTEé ON \ LT CLE
A o L E
IMPLEMENTATION ; y ,‘,:_N\QP‘ DL;\{_-,FF\‘-!P\P«LS
i RTNE & 0100, NAIRL

kaf‘l‘aL a4 -
We acknowledge receipt of the Request for Information dated 3¢ DechbelﬁJgﬁiﬁ_ﬁaj W
submission of a Report produced by the Authority following an assessmierit and evaluvation of
Mumias Sugar Company including the challenges facing the organization.

In response to the request, we highlight the following issues with respect to the activities
undertaken by the Authority concerning Mumias Sugar Company:

a. In2014/5 Mumias Sugar Company procured Messrs. KPMG to carry out a comprehensive
) forensic audit with a wide scope covering the overall operations of the organization. The
Report prepared by Messrs. KPMG covered a broad spectrum of the organizational issues

facing the Company;

b. The Authority in exercise of its regulatory oversight role over listed companies
commissioned an independent forensic investigation through an independent
consultant with a view to assessing whether the company’s operations were in
compliance with the Capital Markets Legal and Regulatory framework. This Report was
reviewed by the Authority and found to highlight potential contraventions by the
Company and/or its officers under the capital markets legal and requlatory framework,
particularly on corporate governance and financial reporting;

c. In order to inform the appropriateness and scope of potential requlatory action, the
Authority undertook further investigations which informed the focus and nature of

We promote and facilitate the development of orderly, fair and efficient capital markets in Kenya.
All correspondence should be addressed to the Chief Executive.
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enforcement actions to be taken by the Authority. The Authority through this process
re-validated some of the key findings set out in the forensic investigations report through
these further investigations;

In line with the provisions of the Constitution, the Fair Administrative Actions Act and
the Capital Markets Act, the persons who were adversely mentioned in the forensic
investigation report were issued with Notices to Show Cause setting out the Authority’s
investigatory findings and specific legal provisions which they were alleged to have
contravened;

In response to the Notices to Show Cause the persons of interest commenced court
proceedings against the Authority’s investigations and regulatory actions and
interlocutory conservatory orders were subsequently issued staying the investigations
and enforcement/administrative actions of the Authority as set out below.

i.  Nairobi High Court Petition No. 372 of 2017, Hon. Dr. Evans Kidero vs. Paul
Muthaura, the Capital Markets Authority, Director of Public Prosecutions, the
inspector General and the Hon. Attorney General

The High Court issued a Conservatory Order staying, restraining and prohibiting
the Authority together with the Inspector General National Police Service and
Director of Public Prosecutions from conducting any investigations of the
personal bank accounts of the Hon. Dr. Evans Kidero pending the hearing and
determination of the petition.

ii.  Nairobi High Court, Petition No. 467 of 2017, Peter Hongo, Paul Murgor and
Pamela Lutta vs. Paul Muthaura, the Capital Markets Authority, Director of
Public Prosecutions, the Inspector General and the Hon. Attorney General

The High Court issued a Conservatory Order staying, restraining and prohibiting
the Authority together with the Inspector General and Director of Public
Prosecutions from conducting any investigations of the personal bank accounts
of Mr. Peter Hongo, Paul Murgor and Pamela Lutta pending the hearing and
determination of the petition.

jii.  Nairobi High Court Petition No. 518 of 2017, Hon Dr. Evans Kidero vs the Capital
Markets Authority and the Hon. Attorney General

The High Court issued an order to the Capital Markets Authority forbidding the
Authority from considering andfor determining the Notice to Show Cause issued
to Hon. Dr. Evans Kidero on 26 July 2017



In view of the foregoing, the Authority accordingly submits the following for the kind
consideration of the Committee pursuant to the request for information dated 3 December

2018:

1. Annexure 1
2. Annexure 2

3. Annexure 3

Position Paper of the Authority’s Investigation Findings

Position Paper on the status of the enforcement proceedings initiated
against the Authority

Copies of the Court orders and correspondence for the pending court
matters set out under (e) above.

We extend our appreciation to the Honorable Committee for availing the Authority an
opportunity to provide our input to the ongoing scrutiny being conducted by the
Implementation Committee.

Yours sincerely

%;,_\

Paul M. Muthaura, MBS

CHIEF EXECUTIVE

Encls.

CC:  Rose M. Wanjohi
Committee Clerk






POSITION PAPER

INFORMATION PAPER ON STATUS OF MUMIAS SUGAR COMPANY LIMITED
ADMINISTRATIVE ACTION

JANUARY 11, 2028

1.0 Background
The Board of the Authority in its 282" Special Board meeting held on 13 July 2017, authorized
administrative enforcement proceedings to be commenced against;

1. Dr. Evans Kidero, the former Managing Director;

2. Mr. PeterHongo, the former Director/ Head of Sales; 3. Mr. James Chege,

former Board Member and Chairman; and

4. Dr. Paul Murgor, former Commercial Director.

The following is the status of the action taken by the Authority to progress the recommended

administrative enforcement proceedings.

2.0 Status Update

a) Closed Matter - James Chege

The Authority issued Mr. James Chege with a Notice to Show Cause dated 28July 2017. The main
allegation against him was potential embezzlement of funds and cash misappropriation
contrary to his fiduciary duty as outlined in the provisions of Article 3.1.1 of the Capital Markets

Guidelines on Corporate Governance Practices by Public Listed Companies in Kenya 2002.

On 15 August 2017, Mr. Chege responded to the NTSC through his Advocates, Muchemi & Co
Advocates. He claimed that the amount of KES 3 million deposited in his account by Mr.Hongo
related to a land transaction Title No. KJD/OSILALEI/1668, where Mr. Hongo was the buyer and

he acted as an agent of the seller. The amount transferred to him constituted a deposit of

1|Page



KES2,200,000 of the purchase price of KES 8,800,000 and KES 800,000 as agency fees for his

© services.

Mr. Chege filed Nairobi HCCC Petition NO 519 of 2017, James Chege Vs Paul Muthaura& 4
others seeking orders to stop the Authority from investigating his bank accounts before the

Authority had finalized reviewing his written submissions.

The Authority did a search at the Kajiado Lands registry and confirmed that the transfer of land
Title No. KJD/OSILALEI/2668 between Moses Tirati Ole Kenah (seller) and Samson Peter Otieno
Hongo(buyer) took place as alleged. However, it was noted that the property was further

transferred from Hongo to YH Wholesalers, the suppliers who were remitting kickbacks to Mr.

Hongo.

On 3 November2017, the Authority being satisfied with the explanation given by Mr. Chege,
proceeded to close the inquiry file and notified him accordingly. Upon notification of close of the

inquiry, Mr Chege withdrew his petition on 6th December 2017 with no orders as to costs.

b) Open Enforcement Matters ‘

I Dr. Evans Kidero

The Authority issued Dr. Evans Kidero with a Notice to Show Cause dated 26 July 2017. The main
allegations against him were potential embezzlement of funds and cash misappropriation
contrary to his fiduciary duty as outlined in the provisions of Article 3.1.1 of the Capital Markets
Guidelines on Corporate Governance Practices by Public Listed Companies in Kenya 2002 and

Conflicts of interest contrary to the provisions of Article 2.1.5 and Article 3.1.2 (viii) of the Capital
Markets Guidelines on Corporate Governance Practices by Public Listed Companies in Kenya. It
is alleged that Dr. Kidero held close business and personal relationships with several contractors

hired by MSC but failed to make the requisite disclosure to the Board.

On 27 July 2017, Dr. Kidero through his Advocates Prof Tom Ojienda & Associates Advocates

filed Nairobi HCCC petition No 372 of 2017 Hon Dr. Evans Kidero vs Paul Muthaura& 4 others

2|Page



and got conservatory order prohibiting any purported investigation of his bank Accounts. The
petition does not have a hearing date because it is dwaiting consolidation wiih other related

matters.

Dr. Kidero through TripleOK Law Advocates requested by letters dated 31 July 2017, 2 August
2017 and 16" August 2017 for various documents and more time to respond to the NTSC. The
Authority responded in letters dated 3 August 2017 and 15 September 2017. By the letter dated
15 September 2017, the Authority granted Dr. Kidero 30 days to respond to the NTSC ending on
17 October 2017. Dr. Kidero’s advocates wrote to the Authority on 20 September 2017 insisting
on the provision of the requested documents, in response to which the Authority responded on
29 September 2017 reiterating that they had provided all the requisite documents and
maintained that he was to respond by 17 October 2017 in default of which the Authority would
proceed to consider the matter and make a determination on appropriate action with no further
reference to him. Dr. Kidero through TripleOK Law Advocates wrote on 16" October 2017

indicating that they would go to court instead of responding to the NTSC.

On 18t October 2017, Dr. Kidero filed another petition, Nairobi HCCC petition No 518 of 2017
Hon Dr. Evans Kidero vs the Capital Markets Authority and Hon AG through Triple OK
Advocates and an application seeking conservatory orders restraining the Authority from
proceeding with the Notice to show cause dated 26 July 2017 and our letter of 29 September
2017 (which gave Kidero an ultimatum to respond by 17" October 2017). The court directed CMA
not to consider and determine the NTSC that had been issued to Dr. Kidero. The effect of this
direction by the court had the same effect as grant of conservatory orders. The main petition will

be heard on 29 January 2018.

ii. Dr. Paul Kimutai Murgor and Mr. Peter Hongo

The Authority issued Dr. Paul Kimutai Murgor and Mr. Peter Hongo with Notices to Show
Cause dated 31 July 2017. The main allegation against them was potential embezzlement of
funds and cash misappropriation contrary investors interests protected under section 11(1) (d)

of the Act.

3|Page



On 23 August 2017, Dr. Murgor and Mr. Hongo through their advocates Apollo & Co Advocates
requested for various docunients and more time i order to respond to the NTSC. On
15September 2017, the Authority responded to all queries and gave them a further 30 days from

the date of the letter to respond to NTSC ending on 17 October 2017.

On 21 September 2017, Dr. Murgor & Mr. Hongo filed Nairobi HCCC Petition No 467 of 2017
Peter Hongo & 2 others vs Paul Muthaura& 4 Others. They were granted conservatory orders
on 265eptember 2017 stopping the ongoing bank account investigations being undertaken by

the Authority.

On 10 October 2017, Mr. Hongo and Dr. Murgor responded to the Authority’s letter dated 15
September 2017 indicating that they cannot respond to the NTSC since doing so would be in
contempt of the court orders issued in Nairobi HCCC Petition No 467 of 2017 Peter Hongo & 2
others vs Paul Muthaura & 4 Others, which stated that "A conservatory order be and is hereby
issued staying & restraining and/or prohibiting the CMA, whether by themselves, agents, servants,
proxies and or any other person acting under the authority or direction from conducting any
purported investigations of the applicants’ personal bank accounts in various banks within

Kenya pending the hearing and determination of the application and Petition.”

The Authority’s response by letter dated 11 October 2017 was that the said court order only
stopped further investigation into the respective bank accounts for the purposes of quantum but
existing allegations of embezzlement in the NTSC proceedings could be pursued by the
Authority. Dr. Murgor & Mr. Hongo's lawyer wrote on 160ctober 2017 informing the Authority

that they were notifying the court that the Authority was in breach of the court orders.

Thereafter, Dr. Murgor & Mr. Hongo, made an application in court that the Authority was in
breach of the order by proceeding with the NTSC enforcement proceedings, but the court
declined to grant the orders sought and instead advised them to file contempt proceedings. To

date no such proceedings have been filed.
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4.0 Effect of Court Orders on Investigations of Bank Accounts Held by Former MSC
Employees - B

The Authority obtained warrants from the magistrate’s court to investigate various bank

accounts belonging to ten former senior managers and board members of MSC. The court

orders were served on the respective banks for purposes of obtaining bank statements.

Subsequently, Dr. Kidero, Dr. Murgor, Mr. Hongo and Pamela Lutta obtained conservatory

orders stopping the ongoing investigations of their bank accounts until their petitions

questioning the legality of the warrants were heard and determined.

By the time the Authority was served with the court orders stopping inquiry into bank accounts,
it had received bank statements for only four (4) bank accounts out of the eighty-five (85) bank
accounts it was investigating. One of the bank account statement received belonged to Jonah
Omuyoma who was the Head of Factory at MSC. His bank accounts show that he received Kshs.
421,000/~ from Avant Garde Consultants, who was one of the biggest and questionable
consultants at MSC. The other statements related to three (3) Bank accounts belonging to Mr.

Hongo.

The conservatory orders issued against the Authority have hampered investigations by stopping

inquiries in Fifty-six (56) out of eighty-five (85) bank accounts under investigation.

The Authority through CMFIU is following up with various banks in order to receive bank
statements of Twenty-nine (29) accounts that are not subject to any court order. There has been

an inordinate delay from the banks to furnish the bank statements due to sensitivity of the issue.

5.0 Effect of Court Matters on The Administrative Process.

The conservatory orders obtained by Dr. Kidero in Nairobi HCCC petition No 372 of 2017 Hon
Dr. Evans Kidero vs Paul Muthaura & 4 Others have stopped the Authority from investigating

his bank accounts. There is no date for the hearing of this petition. The other orders obtained in
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Nairobi HCCC petition No 518 of 2017 have stopped the Authority from proceeding with the
NTSC proceedings againsi-him until the hearing date of the petition on the 29" January 2018

when further directions will be issued by the court.

Dr. Murgor and Mr. Hongo's conservatory orders in Nairobi HCCC Petition No 467 of 2017 Peter
Hongo & 2 Others vs Paul Muthaura & 4 Others only stops the Authority from further
investigations of their bank accounts but the orders do not stop the Authority from proceeding
with the NTSC enforcement proceedings against them. The purpose of the bank accounts
investigations was to quantify the quantum of alleged embezzlement by the NTSC recipients
which was stopped by the court orders. The particulars of embezzlement had already been set
out in the NTSC and evidence in support of a prima facie case of embezzlement issued to the
NTSC recipients. It is noted these particulars were based on the findings in respect of a single
bank account and therefore, although establishing sufficient evidence of embezzlement, may
not provide the full picture of the total amounts in respect of which they should be held
accountable based on analysis of the additional bank records that are the subject of the

injunction proceedings.

The Authority cautioned Mr. Hongo and Dr. Murgor in a letter dated 11 October 2017 that failure
to respond to the NTSC by 17 October 2017 (after the Authority extended time of response by a
further 30 days), the Authority would proceed to consider the matter and make a determination

with no further reference to them. They have not responded.

In order to address the challenges faced by reason of the conservatory orders which have

adversely affected the investigations and/or administrative action, the following actions will be

undertaken:

a) The Authority’s counsels shall be instructed to intimate to the court that the pending
applications be heard and determined expeditiously so that the Authority can proceed
with discharging its mandate. The Advocates will also be guided to apply for short
deadlines for filing of responses and early hearing dates so that the court can be inclined

to disallow prayers for conservatory orders.

6|Page



b) In the event that conservatory orders are issued simultaneously with directions on filing

(of responses arnd submissions), the—Authority will exploit any instances of
noncompliance by petitioners with any timetables issued by the court in order to
convince the court to vacate the interim orders on the basis that the non-compliance is
an abuse of the court process intended to unfairly extend the period which the
Petitioners may enjoy the orders without allowing for due process and final

determination of the underlying matters.

6.0 Proposed way forward

a)

b)

)

d)

All the pending investigations of bank accounts of former senior managers and board
members of MSC ,which are not subject to conservatory orders are being fast tracked
and the respective banks are being issued with notices that further unreasonable delay
and/or refusal to comply with the warrants to provide the bank records will result in the
Authority instituting contempt proceeding against them.

Petition No 372 of 2017 and Hongo and Murgor's Petition No 467 of 2017, were
scheduled for mention on 25 October 2017, which was declared a public holiday. The
matters are being scheduled for a mention date, when the issue of consolidation will be
determined by the Court.

Kidero's other matter, touching on the NTSC, Petition 518 of 2017 will be heard on 29
January 2017. The Authority will await further directions from the court on the orders
stopping CMA from proceeding with administrative proceedings against Kidero.

Mr. Hongo and Mr. Murgor failed to respond to the NTSC within the timelines and there
being no order stopping the Authority from proceeding with the administrative
proceedings it is at the discretion of the Board to proceed to the next stage to review the
available evidence against the two individuals and determine if the allegations of
violations of the Capital markets legal and regulatory framework set out in the NTSC
have been established. Management however suggests that the Board should take

cognizance of the pending investigations on quantum of alleged funds received by the

7|Page



company officers and await conclusion of the investigations to ensure any action
proposed to be taken is fully informed by the full scope and extent of embezzlement
uncovered beyond the single instance on record thus far.

e) The Authority will continue to assess evidence gathered during investigation against
other officials of MSC in order to determine if such evidence is sufficient to issue NTSC
against them in phase two of the enforcement proceedings. This phase may for example
cover findings made against Jonah Omuyoma who was the Head of Factory at MSC, who
was found to have received money (Kshs. 421,000/=) from one of MSC Ltd consultant
firms, Avant Garde Consultants. In the alternative, the Board may resolve to have this

information brought to the attention of MSC for them to pursue at a corporate level

8|Page
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TR ION MPLETING THE CERTIFICATE OF ORIGIN FORM .

i)  The forms may be completed by any process provided that the entities are legible and indelible. .
i) Erasures and super-impositions are not.allowed on the certificate. Any alterations should be made by striking
out the erroneous entry(ies) and making any additions required.

i) Any unused spaces should be crossed out to prevent any subsequent addition.

iv) |f warranted by export trade requirements, one or more copies may be drawn up in addition to the original.

.- v) The following letters should be'used when completing a certificate in appropriate place:

“P" for goods satisfying the wholly produced criterion (Rule 2.1 (a).). : :
M for goods satisfying the material content of the substantial transformation criterion (Rule 2.1 (b)(i).
- "V" for goods satisfying the value-added content of the substantial transformation criterion (Rule 2.1 (b)(ii).
“X" for goods satisfying the change of tariff heading of the substantial transformation criterion (Rule 2.1 (b)
(i), | K | :
“Y" for goods satisfying the criterion of particular economic importance to the member State (Rule 2:1 (c) ).
N.B. Any person who knowingly furnishes or causes to be furnished a"ﬁocumeqf. which is untrue in any material
particular for the purpose of obtaining a Certificate of Origin or during the course of any subsequent
verification of such certificate, will be guilty of an offence and be liable to penalties.
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5 5 j‘:ﬂ MEDITERRANEAN SHIPPING COMPANY-S A ORIGINAL

MSCUPS239775 G
"Por-in-Pen” or "Combined
Transpari”™ {see Clause 1)

BILL OF LADING No.

SCAC Code: Mscu | NO- & SEQUENCE OF ORIGINAL Bil's , NO. OF R{EEI’—] PAGES

3/THREE

SHIPPER:

KEANA SUGAR COMPANY LIMITED
7.0. BOX 2632, KHARTOUM -SUDAN

CARRIER'S AGENTS ENDORSEMENTS: (include Agenl(s) al POD}

Lloyds/Imoe number = 9008574
DESTINATION AGENT ADDRESS:MSC MOMBASA REP
CAPT. T. CASTELLANO C/O

CONSIGNEE: This B/L is not negoliable unless marked "To Order” or "Ta Order of..." hera,

TO THE ORDER OF DUBAI BANK KENYA LIMITED/
MUMIAS SUGAR COMPANY LTD

OCEANFREIGHT (EA) LTD.

MSC PLAZA, 3rd+4th floor, Moi Avenue

P.O. BOX 80637

MOMBASA

Phone: +254 41 2311 192, Fax: +254 41 2312 626

! NOTIFY PARTIES: (No responsibility shall atlach lo Ihe Carrier or (o his Agenl for failure to nolify -

see Clause 20)

I/ EMICA LOGISTICS LIMITED P.O. BOX 48289- 00100, NAIROBI,

TOTAL 15 DAYS FREE OF DEMURRAGE AT POD

21{/%1‘;?1‘13 PEAK LIMITED P.0. BOX 66521-00800 LAVINGTON,
HATHERU RD NAIROBI, KENYA, REF LC NUMBER DBX/LC/FEB07/001
VESSEL & VOYAGE NO. (see Clauses 6 & ) PORT OF LOADING PLACE OF RECEIPT: (Combined franspet ONLY - see Clanses 1 & 5.2)
MSC TASMANIA OR309R " PORT SUDAN XXAXX XXX XX XX XXX XX
laooch REF. (or) SHIPPER'S REF.| PORT OF DISCHARGE PLACE OF DELIVERY: (Combined Transpod OHLY - ses Clauses 1 & 5.2)
—1400MXA22084 MOMBASA ’ 6,0,0,0.6.6.6.6.¢.6.6,0.616.66:0.0.6. 9.1

-v"J:'-'ARTICULARS FURNISHED BY THE SHIPPER - NOT CHECKED BY CARRIER - CARRIER NOT RESPGNSI'B_LE isee Clause 14)

— Container Numbers, Seal
Numbers and Marks

Description of Packages and Goods

(Continued on atiached Bill of Lading Rider page(s), if applicable) Weicht

I
Gross Cargo Ln‘!easurement

‘ 400x 20' CNTR(S) S.T.C.
CONTAINER DETAILS AS PER ATTACHED LIST

200000 BAGS

, - POL 99.8 PERCENT

- MOISTURE 0.06 DEGREES MAX.
- COLOUR, 150 ICUMSA UNITS MAXIMUM

) I FOCUS CFS LIMITED

FCL/FCL

’ SHIPPER'S LOAD, STOW AND COUNT

SHIPPED ON BOARD

L1

[, "OTAL TARE: 894,703KGS

18,00¢ MT CANE SUGAR BRAND NAME KENANA GREEN CANE
SUGAR SPECIAL IN 50 KGS POLYPROPYLENE BAGS AS PER SPECIFICATIONS:

G.
10,060,000KGS
N

TOTALS:

10,000,000K.G:S8

I’_; rREIGHT & CHARGES

Cargo shall not be delivered unjess Freight & Charges are paid (see Clause 16).

RECEIVED by Ihe Carrier in apparent good crder and tondition (unless otherwise

FREIGHT PREPAID

slaled herein) the lotal number or quanlily of Soniainars or olher packages or unils
indicaled in Ihe box entilled Carrier's Receipi for camage sunjeci lo all the terms
and condilions hereof from the Place of Fiaceipl or Ford of Loading lo the Port of
Discharge or Place of Oelivery, whichever iz applicable, N AGCEPTING THIS BILL
OF LADING THE MERCHANT EXFRESSLY ACCEPTS AND AZREES TO ALL
THE TERMS AND CONDITIONS, WIHETHER FRINTED, STAMPED OR
OTHERWISE INCORPORATED ON THIS SIBE AND M THE REVERSE SIDE OF
THIS BILL OF LADING AND THE TERMS ANG CONDITIONS OF THE
CARRIER'S APPLICABLE TARIFF AS IF THEY WERE ALL SIGNED BY THE
MERCHANT.

ITthis is a negotiable {To Order 1 of) Bill of Lading, sne origingl Bill of Lading, duly
endorsed must be surrendered by the Heschanl to the Carrig {logether wilh
Istanding Freighl and charges) in exchange o1 the Guods or & Dalivary Order. It
this is a non-negoliable (siraight) Sill of Lading, ke Canier shall tlelivar the Goods
or issue a Delivery Order (afier paymenl of culs'anding Freighl and charges)
againsl the surrender of one onginal Bill & Lading o jn avcordance with the
nalional law al the Porl of Discharge or Pl=ra of Dedlivery whichever iz 2pplicable.

IN WITNESS WHEREOF the Carrier or their Sgent has sioned the number of Bills
of Lading staled al the log, all of this lencr And dale, wnd wieraver one eriginal Bi
of Lading has been sunﬁ%[ered all other Bllls of Lading shail be void,

). LARED VALUE {only applicable if Ad Valorem
heiges paid - see Clause 7.3)

CARRIER'S RECEIPT {No. of Cnirs or Pkgs revd by
Carrier - see Clause 14.1) )

SIGNED on behalf of the Carrier MSC Meiil-ireanesn Shipeing Company S.A.

HSC S oo, [

400
L " ZE AND DATE OF ISSUE SHIPPED ON BOARD DATE _ [
l G LSRR TAR T paryes papad
| ol s (AR
PORT SUDAN, 11/03/2013 11/03/2013 e NS JJ
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AMFU3000245/20'DV/2200 500 BAGS 25150

Seal:EU0001641408

AMFU3210283/20'DV/2200 500 BAGS 25150
Seal: EU0001641476
CATU2706702/20'DV/2185 500 BAGS 25150
Seal:EU0001642459
CAIU2712990/20'DV/2200 500 BAGS 25150
Seal:EU0001641428
CAIU2781516/20'DV/2185 500 BAGS 25150
Seal:EU0001642443
CAIU2789899/20'DV/2185 500 BAGS 25150
Scal: EU0001642474
CAIU2807420/20'DV/2200 500 BAGS 25150
Seal:EU0001642549
CATU2820295/20'DV/2200 500 BAGS 25150
Seal:EU0001643863
CATU2830668/20'DV/2200 500 BAGS : 25150
Seal:EU0001642442
CAIU2895632/20'DV/2200 500 BAGS 25150
Seal:EU0001642416
.~ ATU2897445/20'DV/2200 500 BAGS 25150
7 i1:EU0001643758
[_ _-alU2901566/20'DV/2200 500 BAGS 25150
~ Seal:EU0001643670
CAIU2910151/20'DV/2200 500 BAGS 25150
Scal:EU0001642405
CAIU2920648/20'DV/2200 500 BAGS 25150
Scal:EU0001643755
CAIU2965107/20'DV/2200 500 BAGS 25150
Seal:EU0001643817
CAIU3056617/20'DV/2200 500 BAGS 25150
Seal:EU0001643877
CAIU3060047/20'DV/2200 500 BAGS 25150
Seal:EU0001641496
CAIU3191598/20'DV/2200 500 BAGS 25150
Seal:EU0001642559
CARU2208671/20'DV/2290 500 BAGS 25150
Seal:EU0001643853
CARU221127420'DV/2290 500 BAGS 25150
Scal:EU0001643942
CARU3726459/20'DV/280 500 BAGS 25150
Seal:EU0001643828
CATU2872570/20'DV/2300 500 BAGS 25150
Seal:EU0001643952
CAXU2052820/20'DV/2150 500 BAGS 25150
~5:EU0001643861
{ '’XU6248087/20'DV/2250 500 BAGS 25150
_.al:EU0001643966
CAXU6334708/20'DV/2240 500 BAGS 25150
Seal:EU0001643900
CAXU6593988/20'DV/2185 500 BAGS 25150
Seal:EU0001643627
CLHU2427204/20'DV/2250 500 BAGS g 25150
Seal:EU0001641481
CLHU3073867/20'DV/2300 500 BAGS 25150
Seal:EU0001642560
CLHU3376652/20'DV/2230 500 BAGS 25150
Seal:EU0001641483
CLHU3552643/20'DV/2185 500 BAGS 25150
Seal:EU0001641410
CLHU3602641/20'DV/2220 500 BAGS ) 25150
Seal:EU0001643633
CLHU3834518/20'DV/2220 500 BAGS 25150
Seal:EU0001642407
25150

CRXU3151020/20'DV/2250 500 BAGS

(45C SHIPNG €.
IR R
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L

Seal:EU0001641485
CXDU1395971/20'DV/2200
Scal:EU0001643757
CXDUI416380/20'DV/2250
Seal:EU0001641498
CXDU1457899/20'DV/2200
Seal: EUD001641469
CZZU3643872/20'DV/2180
Seal:EU0001642544
DESU2704810/20'DV/2150
Seal:EU0001643744
DFSU2751431/20'DV/2185
Seal:EU0001643747
DFSU2828847/20'DV/2160
Seal:EU0001643845
DFSU2829376/20'DV/2160
Seal:EU0001642520
DFSU2846650/20'DV/2160
Seal:EU0001642464
DFSU2886674/20'DV/2160
Seal:EU0001643960
DRYU2021807/20'DV/2200
-Scal:EU0001641415
*-\\:RYUZ 526980/20'DV/2200
Jeal:EU0001641500

—FCIU2077104/20'DV/2220

Seal:EU0001642515
FCIUZ296592/20'DV/2220
Seal:EU0001641464
FCIU2689326/20'DV/2220
Seal:EU0001642507
FCIU3941664/20'DV/2200
Secal:EU0001641511
FCIU3997869/20'DV/2220
Seal: EU0001643667
FCIU4639026/20'DV/2180
Seal:EU0001643953
FSCU3119899/20'DV/2200

' Seal:EU0001643677
_ FSCU3253629/20'DV/2290

Seal:EU0001641487
FSCU3274621/20'DV/2290

© Seal:EU0001642414

FSCU3347116/20'DV/2220
| 3eal:EU0001641434
. T85CU3946557/20'DV/2220
+ oeal:EU0001643860
~E8CU7727217/20'DV/2220
"+ AlEU0001641480
ASCU7862963/20'DV/2220
. eal:EUD0D1641440
GATU0401065/20'DV/2200
_Seal:EU0001643625
. ATU0414247/20'DV/2140
| 2al:EU0001641474
'GATUO0822486/20'DV/2140
Seal:EU0001641411
| ATU1043789/20'DV/2100
:al:EU0001643639
~ATUI1259891/20'DV/2230
Seal:EU0001643662
~ATU1336600/20'DV/2280
« al:EU0001643821
{ ISU2105849/20'DV/2180
Seal:EUDDD1641478
GLDU2093955/20'DV/2280
£ 1:EU0001641499
¢ .DU2107010/20'DV/2280

&

>ORT SUDAN, 11/03/2013

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

11/03/2013
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25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150

25150
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MSCUPS239775
A .I ) - . . . " s %L‘?:.

Seal:EU0001643945

GLDU2220710/20'DV/2280 500 BAGS 25150
Seal:EU0001641439
GLDU2283636/20'DV/2230 500 BAGS 25150
Seal:EU0001643646
GLDU3223420/20'DV/2230 500 BAGS 25150
Seal:EU0001641418
GLDU3235400/20'DV/2200 500 BAGS 25150
Seal:EU0001642511
GLDU3482714/20'DV/2160 500 BAGS i 25150
Seal:EU0001642446
GLDU3486263/20'DV/2160 500 BAGS 25150
Seal:EU0001642508

25150

GLDU3494680/20'DV/2160 500 BAGS
Seal:EU0001642410

GLDU3496338/20'DV/2160 500 BAGS 25150.
Seal:EUD001641489

GLDU3529766/20'DV/2200 500 BAGS 25150
Seal:EU0001643663
GLDU3534166/20'DV/2280 500 BAGS 25150
Seal:EU0001643829
GLDU3580808/20'DV/2230 500 BAGS 25150
Seal:EU0001642465
LJ‘_,_,.'“,“!.,DUJ651563!2{!'])\’4!'2160 500 BAGS 25150
{' al:EU0001642415
. GLDU3983275/20'DV/2160 500 BAGS 25150
Seal:EU0001643655
GLDUS5037683/20'DV/2160 500 BAGS 25150
Seal:EUD001643946
25150

GLDU5047043/20'DV/2160 500 BAGS
Seal:EU0001643978

GLDU5055115/20'DV/2160 500 BAGS 25150
Seal:EU0001643605

GLDUS5089326/20'DV/2160 500 BAGS 25150
Seal:EU0001643857
GLDU5405810/20'DV/A2230 500 BAGS 25150
Seal:EU0001643602
GLDU5505470/20'DV/2230 500 BAGS 25150
Seal:EU0001641421
GLDU5538746/20'DV/2185 500 BAGS 25150
Seal:EU0001643673
GLDUS570265/20'DV/2230 500 BAGS 25150
Seal:EU0001643645
GLDU9439320/20'DV/2180 500 BAGS 25150
Seal:EU0001641433
GLDU9471002/20'DV/2185 500 BAGS 25150
Seal: EU0001642548
IPXU314451 0/20'DV/2200 500 BAGS 25150
- n]:EU0001642401
( )&U3175851f2l] DV2250 500 BAGS 25150
=eal:EU0001643723
[PXU3837578/20'DV/2185 500 BAGS 25150
Seal:EUC001641482
1PXU3973173/20'DV/2185 500 BAGS . 25150
Seal:EU0001643955 .
LCRU0146657/20'DV/2200 500 BAGS 25150
Seal:EU0001642550
25150

MEDU1066279/20'DV/2280 500 BAGS

Seal:EU0001641429
MEDUI1066941/20'DV/2280 500 BAGS 25150

Seal:EU0001643737

MEDU1091590720'DV/2280 500 BAGS 25150
Seal:EU0001641486

MEDU110142520'DV/2280 500 BAGS 25150
Seal:EU0001641506

MEDU110640620DV/2280 500 BAGS 25150
Seal:EU0001642451 e

MEDUI116092/20'DV/2280 500 BAGS gf iSC S 5?‘5*( 25150

Y 5l
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MSCUPS239775
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Seal:EU0001643882
MEDUI1986678/20'DV/2280 500 BAGS 25150
Seal:EU0001643896

MEDU2016375/20'DV/2280 500 BAGS 25150
Seal:EU0001642448
MEDU2031180/20'DV/2200 500 BAGS 25150
Seal:EU0001642513
MEDU2065507/20'DV/2280 500 BAGS 25150
Seal:EUD001643816
MEDU2120836/20'DV/2280 500 BAGS 25150
Seal:EU0001643680
MEDU2189447/20'DV/2280 500 BAGS 25150
Seal:EU0001641422
MEDU2237490/20'DV/2280 500 BAGS 25150
Seal:EU0001642587
MEDU2255560/20'DV/2280 500 BAGS 25150
Seal:EUD001643968
MEDU2275334/20'DV/2280 500 BAGS 25150
Seal:EU0001643604 _
MEDU2299254/20'DV/2280 500 BAGS 25150
Seal:EU0001642509
MEDU231251020'DV/2280 500 BAGS 25150
Seal:EU0001643894
~\EDU2318987/20'DV/2280 500 BAGS 25150
Lal:EU0001642450
\_VIEDU2373536220'DV/2280 500 BAGS 25150
Seal:EU0001642447
MEDU2378707/20'DV/2280 500 BAGS 25150
Seal:EU0001643735
MEDU2425898/20'DV/2280 500 BAGS 25150
Seal:EU0001641471
MEDU2587369/20'DV/2280 ° 500 BAGS 25150
Seal:EUD001643967
MEDU2597942/20'DV/2280 500 BAGS 25150
Seal:EU0001643969
MEDU2617036/20'DV/2280 500 BAGS 25150
Seal:EU0001643970
MEDU2661574/20'DV/2200 500 BAGS 25150
" Seal:EU0001641426
MEDU2666175/20'DV/2280 500 BAGS 25150
| Seal:EU0001642462 -
VIEDU2683341/20'DV/2280 500 BAGS 25150
- Seal:EU0001643812 :
MEDU2696863/20'DV/2280 500 BAGS 25150
1 Seal: EU0001643879
AEDU2718010/20'DV/2280 500 BAGS 25150
| seal:EU0001642479
MEDU2736190/20'DV/2280 500 BAGS 25150
“= vL:EU0001643864
EDU273747420'DV/2280 500 BAGS 25150
éal:EU0001643825
'MEDU2744909/20'DV/2280  .500 BAGS 25150
Seal:EU0001642589
' [EDU2801655/20'DV/2280 500 BAGS 25150
2al:EU0001643835 ;
‘wiEDU2845592/20'DV/2280 500 BAGS 25150
Seal: EU0001642543
“EDU2863106/20'DV/2280 500 BAGS 25150
al:EU0001642463
. EDU2863981/20'DV/2280 500 BAGS 25150
Seal:EU0001643739
MEDU2875133/20'DV/2280 500 BAGS 25150
al: EU0001642480
EDU2886729/20'DV/2280 500 BAGS 25150
Seal:EU0001641425
MEDU2901103/20'DV/2280 500 BAGS 25150
£ \1:EU0001641419 ;
25150

r_ iDU2912561/20'DV/2280 500 BAGS MSG SHWEB‘G {’;@ LTD.

ASHGHT FCRTHE CARRER )

’(\:}RT SUDAN, 11/03/2013 11/03/2013 7///3 n




Seal:EU0001643661
MEDU1168481/20'DV/2280
Seal:EU0001643881
MEDU1215618/20'DV/2280
Seal: EU0001643653
MEDUI1246352/20'DV/2280
Seal:EU0001643626
MEDU1260279/20'DV/2280
Seal:EU0001642586
MEDU1272840/20'DV/2280
Seal:EU0001641416
MEDU1285370/20'DV/2280
Seal: EU0001643893
MEDUI1321585/20'DV/2280
Seal:EU0001642545
MEDU1377563/20'DV/2280
Seal:EU0001643958
MEDU1394452/20'DV/2280
Seal:EU00D1643977
MEDU1419458/20'DV/2280
Seal:EU0001643897
MEDU1434616/20'DV/2280
Seal:EU0001643657
f,;“j _EDUI‘I 39650/20'DV/2280
£ ,'al :EU0001642502
i JIEDU1479138/20'DV/2280
Seal:EU0001643748
MEDUI1509736/20'DV/2280
Scal:EU0001641437
MEDU1547736/20'DV/2280
Seal: EU0001642412
MEDU1560086/20'DV/2280
Seal; EU0001642552
MEDUI1560640/20'DV/2280
Seal:EU0001643740
MEDU1579688/20'DV/2280
Seal: EU0001641406
MEDUI1652942/20'DV/2280
Seal:EU0001641404
MEDUI1660980/20'DV/2280
Seal:EU0001641409
MEDU1708240/20'DV/2280
Seal:EU0001642475
MEDUI1743575/20'DV/2280
Seal:EU0001643843
MEDUI1743641/20'DV/2280
Seal:EU0001642441
MEDU1761429/20'DV/2280
i -l EU0001643856
IEDUISZIOS[I.’ZG‘DV{ZZEU
{_ Zal:EU0001642403
MEDUI1847353720'DV/2200
Seal:EU0001643745
MEDUI1857135/20'DV/2280
Seal:EU0001642452
MEDUI1879366/20'DY/2280
Seal;:EU0001641507
MEDU1904279/20'DV/2280
Seal:EU0001643728
MEDU1915144/20'DV/2280
Seal:EU0001643866
MEDU1920135/20'DV/2280
Seal:EU0001643973
MEDU1948322/20'DV/2280
Seal:EU0001641517
MEDU1957350/20'DV/2280
Seal: EU0001641401
MEDU1986600/20'DV/2280

PORT SUDAN, 11/03/2013

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
sﬁu BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

11/03/2013
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25150
25150
25150
25150
25150
25150
25150
25150
25150

25150

25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150

25150



Seal:EU0001641466
MEDU293265520'DV/2280
Seal:EU0001642404
MEDU2934088/20'DV/2200
Seal:EU0001643841
MEDU3006622/20'DV/2280
Seal:EU0001643951
MEDU3053650/20'DV/2280
Seal:EU0001643976
MEDU3059854/20'DV/2280
Seal:EU0D01641417
MEDU3113750/20'DV/2280
Seal:EU0001643630
MEDU3152925/20'DV/2200
Seal:EU0001643844
MEDU3179401/20'DV/2280
Seal:EU0001642456
MEDU3226782/20'DV/2280
Seal:EU0001642519
MEDU3235402/20'DV/2280
Seal:EU0001642409
MEDU3327896/20'DV/2280
Seal:EU0001643651
-"MEDU3332790/20'DV/2280

| “al:EU0001641488
{__«EDU3367883120'DV/2280

Seal:EU0001642471
MEDU3383014/20'DV/2200
Seal:EUD001643834
MEDU3394451/20'DV/2280
Seal:EU0001643722
MEDU3457360/20'DV/2280
Seal:EU0061643865
MEDU3463830/20'DV/2280
Seal:EU0001643979
MEDU3472148/20'DV/2280
Seal:EU0001642517
MEDU3597504/20'DV/2280

" Seal:EU0001643726

MEDU3613396/20'DV/2280
seal:EU0001643975
VIEDU3616749/20'DV/2280
* 3eal:EU0001642445
MEDU3702699/20'DV/2280
1 Seal:EU0001641402
1EDU3711561/20'DV/2100
. eal:EU0DD1643873
MEDU3715438/20'DV/2280
~al:EU0001642461
[ DU3729555/20'DV/2280
.al:EU0001642518
‘MEDU3731486/20'DV/2280
Seal: EU0001642477
" EDU3760782/20'DV/2280
al:EU0001641490
1..EDU3765260/20'DV/2280
Seal:EU0001642420
MEDU3840342/20'DV/2280
! al:EU0001643751
I ZDU3854562/20'DV/2280
Seal:EU0001642476
MEDU3867852/20'DV/2280
£ \1:EU0001642478
N :DU3927118/20'DV/2280
Seal:EU0001641465
MEDU3930533/20'DV/2280
S 1:EU0001643949
N DU3931397/20'DV/2280

L.
'ORT SUDAN, 11/03/2013

|

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

11/03/2013

|

5 SrFPG C0. 1D}

SRR TR

MSCUPS239775

25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150

25150



MSCUPS239775

¥ . i 1 ' d’su
. HE 7 12 - !
Seal:EU0001642541
MEDU3951048/20'DV/2280 500 BAGS 25150
Seal:EU0001641493
MEDU3987605/20'DV/2280 500 BAGS 25150
Seal:EU0001643944 :
MEDU3994332/20'DV/2280 500 BAGS 25150
Seal:EU0001643752
MEDU3994610/20'DV/2280 500 BAGS 25150
Seal:EU0D01642458
MEDUG021410/20'DV/2280 500 BAGS 25150
Seal:EU0001643676 '
MEDUG6061120/20'DV/2200 500 BAGS 25150
Seal:EU0001643734
MEDU6077907/20'DV/2280 500 BAGS 25150
Seal:EU0001642554
MEDUG181758/20'DV/2280 500 BAGS 25150
Seal:EU0001642406
MEDU6266243/20'DV/2220 500 BAGS 25150
Seal:EU0001642505
MEDUG284165/20'DV/2280 500 BAGS 25150
Seal:EU0001643641
MEDUG6290635/20'DV/2280 500 BAGS 25150
Seal:EU0001642555
/=TEDUG6300585/20'DV/2280 500 BAGS 25150
( “al:EU0001643950
AEDU6323997/20'DV/2280 500 BAGS 25150
Seal:EU0001643665
MEDUG364403/20'DV/2200 500 BAGS 25150
Seal:EU0001643629
MEDUG374757/20'DV/(2280 500 BAGS 25150
Seal:EU0001641423
MEDUG439098/20'DV/2220 500 BAGS 25150
Seal:EU0001641501
MEDUG460080/20'DV/2220 500 BAGS 25150
Seal:EU0001643666
MEDUG6487352/20'DV/2220 500 BAGS 25150
Seal:EU0001642547
MEDUG498526/20'DV/2280 500 BAGS 25150
Seal:EU0001641470
MEDUG516893/20'DV/2280 500 BAGS 25150
Seal:EU0001642411
MEDU6529632/20'DV/2280 500 BAGS 25150
Seal:EU0001643669
MEDUG538151/20'DV/2280 500 BAGS 25150
Seal:EU0001643741
MEDUG541767/20'DV/2280 500 BAGS , 25150
Seal:EU0001643628 e
_MEDUG667988520'DV/2220 500 BAGS 25150
( al:EU0001641467
TDUG714986/20'DV/2220 500 BAGS 25150
“SEal:EU0001643634
MEDUG727094/20'DV/2220 500 BAGS 25150
Scal:EU0001643827
MEDU6791215/20'DV/2200 500 BAGS 25150
Seal:EU0001643818
MEDUG6805617/20'DV/2215 500 BAGS 25150
Secal:EU0001642551
MEDUGS37810/20'DV/2215 500 BAGS 25150
Seal:EU0001643851
MEDU6857734/20'DV/2215 500 BAGS 25150
Seal:EU0001643895
MSCU0146223/20'DV/2280 500 BAGS 25150
Seal:EU0001642454
MSCU0146389/20'DV/2280 500 BAGS 25150
Seal:EU0001642590
MSCU0182339/20'DV/2200 500 BAGS 25150
Seal:EU0001641516
25150

MSCU0199964/20'DV/2280 500 BAGS

T c,‘gm,“

e *ﬂ
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MSCUPS239775

' ‘ 8 12 . . 4

Seal:EU0001642472
MSCUI182122/20'DV/2200 500 BAGS
Seal:EU0001643732
MSCU1183290/20'DV/2200 500 BAGS 25150
Seal:EU0001643754

25150

MSCU1206409/20'DV/2229 500 BAGS 25150
Seal:EU0001643679
MSCU1350205/20'DV/2200 500 BAGS 25150
Seal:EU0001643823
MSCU1363753/20'DV/2200 500 BAGS 25150
Seal:EU0001642473

25150

MSCU138793020'DV/2200 500 BAGS
Seal:EU0001641508

MSCU1406644/20'DV/2280 500 BAGS 25150
Seal:EU0001642466

MSCU1411830/20'DV/2280 500 BAGS 25150
Seal:EU0001643654
MSCU1420513/20'DV/2280 500 BAGS 25150
Seal:EU0001641468
MSCU1443709/20'DV/2280 500 BAGS 25150
Seal:EU0001643656
MSCU1458376/20'DV/2280 500 BAGS 25150
Seal:EU0001643675
| ;2SCU1462993/20'DV/2280 500 BAGS 25150
| 11:EU0001643959
\___iSCU1464532/20'DV/2000 500 BAGS 25150
Seal:EU0001643871
MSCU1511188/20'DV/2280 500 BAGS 25150
| Seal:EU0001643660
' MSCU1528853/20'DV/2280 500 BAGS - 25150
Seal:EU0001643731
| MSCU1539159/20'DV/2100 500 BAGS 25150
Seal:EU0001643502
| MSCU1561213/20'DV/2280 500 BAGS 25150
Seal:EU0001641420
MSCU1570555/20'DV/2200 500 BAGS 25150
Seal:EU0001641479
MSCU1587012/20'DV/2200 500 BAGS 25150
" Seal:EU0001642460 )
MSCU1643327/20'DV/2200 500 BAGS 25150
' Seal:EU0001643852
MSCU1658749/20'DV/2200 500 BAGS 25150
" 8Beal:EU0001641504
MSCU1694664/20'DV/2280 500 BAGS 25150
 Seal:EU0001642501 )
VISCU1710298/20'DV/2220 500 BAGS 25150
| 3eal:EU0001643756
MSCU1712325/20'DV/2220 500 BAGS 25150
—al:EU0001641407
SCU1742947/20'DV/2280 500 BAGS 25150
«al:EU0001641513
" MSCU1774775/20'DV/2280 500 BAGS 25150
Scal:EU0001642413
[ “1SCU1796265/20'DV/2280 500 BAGS 25150
| eal:EU0001641403
L..ISCU1841934/20'DV/2280 500 BAGS 25150
Seal:EU0001643742
. MSCU1853046/20'DV/2280 500 BAGS 25150
:al:EU0001643947
| |SCU1906125/20'DV/2280 500 BAGS 25150
Seal:EU0001643981
MSCU1951844/20'DV/2280 500 BAGS 25150
| al:EU0001643862 :
SCU1986440/20'DV/2280 500 BAGS 25150
Seal:EU0001641430
MSCU2421176/20'DV/2250 500 BAGS 25150
£ al:EU0001642588
25150

i 3CU2430861/20'DV/2280 500 BAGS
| B nEEL e 1T
%ﬁﬁ&(ﬁ SHIERG 0, 1D,

LS HGETFOR T CAREN C
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:

s

Seal:EU0001643972
MSCU2466680/20'DV/2280
Seal:EU0001641424
MSCU2467114/20'DV/2280
Seal:EU0001642453
MSCU2481874/20'DV/2230
Scal:EU0001641412
MSCU249798%/20'DV/2280
Seal:EU0001643664
MSCU2659652/20'DV/2280
Seal:EU0001642457
MSCU2732178/20'DV/2280
Seal:EU0001643659
MSCU2933085/20'DV/2250
Seal:EU0001643606
MSCU3021066/20'DV/2280
Secal:EU0001643892
MSCU3092183/20'DV/2280
Seal:EU0001642514
MSCU3139167/20'DV/2280
Seal:EU0001643635
MSCU3142915/20'DV/2280
Seal: EU0001642408
T'SCU3155928/20'DV/2280
":al: EU0001643658
ASCU3178076/20'DV/2280
“Seal:EU0001642558
MSCU3188027/20'DV/2280
Seal:EU0001641491
MSCU3222409/20'DV/2280
Seal:EU0001643759
MSCU3228310/20'DV/2280
Seal: EU0001643743
MSCU3270496/20'DV/2280
Seal: EU0001643878
MSCU3281058/20'DV/2280
Seal:EU0001643838
MSCU3322835/20'DV/2280
Seal: EU0001643855
MSCU3381503/20'DV/2280
Seal:EU0001641431
MSCU3388128/20'DV/2280
Seal:EU0001643898
MSCU3431420/20'DV/2280
Seal:EU0001643624
MSCU3512305/20'DV/2280
Seal:EU0001642512
MSCU3515433/20'DV/2280

~ uI:EU0001643868

{

3CU3540539/20'DV/2280
\__.il:EU0001643830
MSCU3555400/20'DV/2280
Seal:EU0001643980
MSCU3556345/20'DV/2280
Seal:EU0001643621
MSCU3559621/20'DV/2280
Seal:EU0001643623
MSCU3650644/20'DV/2280
Seal:EU0001643971
MSCU3676633/20'DV/2200
Seal:EU0001643811
MSCU3688640/20'DV/2200
Seal:EU0001643874
MSCU3707457/20'DV/2280
Scal:EU0001643867
MSCU3742951/20'DV/2280
Seal:EU0001642418
MSCU3775195/20'DV/2280

PORT SUDAN, 11/03/2013

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

11/03/2013

12

MSCUPS239775

25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150

25150

iy



Seal:EU0001642402
MSCU3801653/20'DV/2280
Seal:EU0001643824
MSCU3802177/20'DV/2280
Seal:EU0001641462
MSCU3827283/20'DV/2280
Seal:EU0001641514
MSCU3833239/20'DV/2280
Seal:EU0001643746
MSCU3903001/20'DV/2280
Seal:EUD001642455
MSCU3927739/20'DV/2280
Seal:EU0001643678

- MSCU3930579/20'DV/2280

Seal:EU0001642553
MSCU3966503/20'DV/2280
Scal:EU0001642557
MSCUG6028681/20'DV/2280
Seal:EU0001642542
MSCU6097532/20'DV/2280
Seal:EU0001643736
MSCUG6123251/20'DV/2280
Seal:EU0001641494
:113\SCU6147356;'20'DV1'2280
al:EU0001643965

Seal:EU0001643842

{__iSCU6185079/20'DV/2200

MSCUG221279/20'DV/2200
Seal:EU0001643674
MSCU6263016/20'DV/2280
Seal:EU0001643865
MSCU6327698/20'DV/2280
Seai:EU0001643846
MSCUG6540620/20'DV/2280

' Seal:EU0001643644
. MSCU6541924/20'DV/2280

Seal:EU0001643603
VISCU6624905/20'D'V/2280

" Seal:EU0001641505

MSCUG637287/20'DV/2280

| 3eal:EU0001643750

VISCUG647080/20'DV/2280
L seal:EU0001643721
MSCUG656688/20'DV/2280
Seal:EU0001643749

1SCUGG64425/20'DV/2280
. eal:EU0001643880
 MSCUG671759/20'DV/2280
~2al:EU0001643753

SCUG6698512/20'DV/2280
N AALEU0001643727
'MSCU6710032/20'DV/2280
Seal:EU0001643671
" SCUG741218/20'DV/2280

al:EU0001641520

1.SCU6779790/20'DV/2280
Seal:EU0001641463
MSCU6834244/20'DV/2280
! al:EU0001643941
| 3CU6841840/20'DV/2280
Seal:EU0001643948
MSCUG849326/20'DV/2280
£ 1:EU0001642546
I 3CUG871470/20'DV/2280
Seal:EU0001643957
MSCU6876471/20'DV/2280
S 1:EU0001643854

N 'CUG6901996/20'DV/2280

'ORT SUDAN, 11/03/2013

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

11/03/2013

10 12
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MSCUPS239775

25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150
25150

25150

;ffm



MSCUPS23977S

11 12 é
Seal:EU0001642516
MSCUG964206/20'DV/2280 500 BAGS 25150
Seal:EU0001643725
MSCUG980085/20'DV/2280 500 BAGS 25150
Seal:EU0001641484
TCKU1472928/20'DV/2180 500 BAGS 25150
Seal: EU0001643974
TCKU1685625/20'DV/2180 500 BAGS 25150
Seal:EU0001641432
TCKU1692521/20'DV/2180 500 BAGS 25150
Seal:EU0D01643956 :
TCKU1786929/20'DV/2180 500 BAGS 25150
Seal:EU0001643637
TCKU2162531/20'DV/2180 500 BAGS 25150
Seal:EU0001643636
TCKU2162547/20'DV/2180 500 BAGS 25150
Seal:EU0001643943
TCKU2163435/20'DV/2180 500 BAGS 25150
Seal:EU0001643899
TCKU2333151/20'DV/2180 500 BAGS 25150
Seal:EU0001643826
TCKU2335703/20'DV/2180 500 BAGS 25150.
Seal:EU0001643872
‘.-_;nguzass‘tzofzn'nwzlso 500 BAGS 25150
( 11:EU0001643724
__CKU2371260/20'DV/2180 500 BAGS 25150
Seal:EU0001641435
TCKU2381910/20'DV/2180 500 BAGS 25150
Seal:EU0001641436
TCKU3743865/20'DV/2180 500 BAGS 25150
Seal:EU0001641473 )
TCKU3745019/20'DV/2180 500 BAGS 25150
Seal:EU0001643870
TCKU3833228/20'DV/2180 500 BAGS 25150
Seal:EU0001643760
TCKU3850945/20'DV/2180 500 BAGS 25150
Seal:EU0001643815
TCKU3884082/20'DV/2230 500 BAGS 25150
Seal:EU0001641405
TCKU3950820/20'DV/2180 500 BAGS 25150
Seal: EU0001641495
TCLU2091081/20'DV/2230 500 BAGS 25150
Seal:EU0001643876 #
TCLU2096524/20'DV/2230 500 BAGS 25150
Seal: EU0001641427
TCLU2151616/20'DV/2230 500 BAGS 25150
Seal:EU0001641515
TCLU2608467/20'DV/2200 500 BAGS 25150
d S1):EU0001643652
% TLU3037594/20'DV/2200 500 BAGS 25150
—cal: EU0001641477
TCLU3110801/20'DV/2200 500 BAGS 25150
Seal:EU0001643819
TCLU3111583/20'DV/2200 500 BAGS 25150
Seal:EU0001643608
TEMU2023952/20'DV/2180 500 BAGS 25150
Seal: EU0001642510
TGHUI1814740/20'DV/2280 500 BAGS 25150
Seal:EU0001643822
TGHU1815181/20'DV/2200 500 BAGS 25150
Seal:EU0001643738
TGHUI1901398/20'DV/2200 500 BAGS 25150
Seal:EU0001642444
TGHUZ2314116/20'DV/2230 500 BAGS 25150
Seal:EU0001641518
TGHU2425296/20'DV/2200 500 BAGS 25150
Seal:EU0001643837
25150

TGHU2608532/20'DV/2200 500 BAGS

PORT SUDAN, 11/03/2013 11/03/2013
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KABARNET ROAD

P.O. BOX 48784 - 00100, GPO
OFF NGONG ROAD

TEL: 3875118, 3875225

3875159
FAX: 3875187
JI M — o\j, R Tt v NAIROBI - EMBASSY OF SUDAN
Date; 3" October, 2013
Commissioner of investigations =
Kenya Revenue Authority (KRA) REVENUE 1? b 1\ H
Times Towers - 26" floor REE DR?TY
IIi’JO ]_?)?x 48240, 00100 03 UCT 203
airobi. DOMES 1/c

T
IRvES I'!HHUH A Ud l‘.li’."“ '
Time. .

“LCTIo
'-l i numm”

< Supy

Attn: George Muia

RE: CONFIRMATION OF SUGAR IMPORTED BY MUMIAS
e SUGAR COMPANY (MSCY ™+ * ™

We hereby confirm that the consignment of 10,000 MT imported by Mumisas
Sugar Company Ltd in March 2013 was manufactured and packed in Sudan,

at Kenana Sugar Company Ltd.

Sudan is a member of COMESA.

Please assist where necessary.'j'-r

e

Yours faithfully, .

o}
‘L_J:‘.___"—,,

|
Kamal Ismail Saeed

Ainbassador

Email: embassy@sudanembassyke.org



Seal:EU0001641475
TGHU2819005/20'DV/2200
Seal:EU0001643836
TGHU3079958/20'DV/2200
Seal:EU0001641519
TGHU3424967/20'DV/2250
Seal:EU0001641512
TGHU3519039/20'DV/2200
Seal:EU0001641414
TGHU3577930/20'DV/2200
Seal:EU0001643642
TOLU2492961/20'DV/2179
Seal:EU0001643954
TRHU1904640/20'DV/2180
Seal:EUD001641503
TRHU1904660/20'DV/2180
Seal:EU0001641472
TRHU1984373/20'DV/2180
Seal:EU0001643622
TRHU2065798/20'DV/2180
Seal:EU0001641492
TRHU2084020/20'DV/2180
Seal:EU0001641438
~TRHU2135220/20'DV/2200
{ al:EU0001641497
_RHU2138467/20'DV/2180
Seal:EUD001642417
TRHU2142683/20'DV/2180
Seal:EU0001642556
TRHU2206129/20'DV/2180
Seal:EU0001643833
TRHU2222259/20'DV/2180
Seal:EUG001643858
TRHU2404090/20'DV/2100
Seal:EU0001643733
TRLU3716193/20'DV/2220
Seal: EUDD01643875
TRLU3716980/20'DV/2230
Seal:EU0001643668
TRLU8858293/20'DV/2230
Seal:EU0001643814
TRLU8894069/20'DV/2230
Seal:EU0001643839
TRLUS8897601/20'DV/2230
Seal:EU0001641491
TRLUB949639/20'DV/2230
Seal:EUD001643643
XINU1074755/20'DV/2200
«~.al:EU0001643859
NUI1266001/20'DV/2200
~_«l:EUD001643813
XINUI1290420/20'DV/2150
Seal:EU0001643840
XINU1417427/20'DV/2200
Seal:EU0001643729

’ORT SUDAN, 11/03/2013

12 12

500 BAGS
500 BAGS
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500 BAGS AV
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500 BAGS

500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS
500 BAGS

500 BAGS

Total Cntrs: 400
Total Gross: 10,060,000KGS
Total Tare: 894,703KGS
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SAST AFRICAN COMMUNITY

SINGLE ADMINISTRATIVE DOCUMENT (SAD) - SIMBA

C.17 B CUSTOMS
Regulations 39,89,104,105

Paged ol il

1 Exporter /Consignor

3. Fromtier office

4, Regime code

KENANA SUGAR COMPANY LIMITED
PO BOX 2632 KHARTOUM SUDAN

R 2. Processing Office FOR OFFICIAL USE
MSA Cc4 v
- - - Entry Number and Date fs
5. Voyage/Flight/Vehicle No. 6. Drte of amivalidepariure. 0UMSA 4050717 A
IH315A 2210312013 16047018 1

7. Manifest Number 3. AWB/BL/RCN No. 9, Country of Constgnmeit

il
2013MSA107554 SCiPERITS s

10. Iinporter / Consignee | TIN/PIN

POS1I96415U

DANTES PEAK LIMITED
66521
NAIROBI

MUMIAS SUGAR COMPANY LTD C/O

11.Ctry of last Consign/ 17 Dest,
BR

12.Coundry of final Destination

13..Port of Destination

14. Place of discharze/Loading 15.Mode of transport 16. Nationality of Transport
CNT/ Sea PA
17.Vchicle owner/Driver 18. Scal Number(s) 19.Country of Transit
EUD00164 1494 see Delails
LY nf-n el
20.Tolal Number of Itens 21.Total Padmges 22.Tolal Gross Weight
| 200000 10060000

23. Declarant / Agent

TININ

PO51353183D

4. Location of Goads

25 Warchouse code
No Description

26. Period in W/hise/Transil

NAIROBI CITY WEST

EMICA LOGISTICS LIMITED

.ﬁ

‘23' Valuation method
ACV

28. Tolal F.OB Value

29.Tems of Delivery
100

30.Terms of Payment

31. Account Number .

32 Bank / Branch Reference

Declarant Ref. Neo. 3292

33. Bond Security Number—
N/A

34, BmdeCnshJ\mnmu— .
0

35. Tatal Freight

36. Totat Insurarice 37. Total Other Charges 38. Total Custonis Value 39_ Other infornation
613078146.925
Hen A da)Shippingdiarks & Nos./Container Nos, {c) Commodity code {dyC.p.C {¢) Gross Weight {(F Net Weight
01 400X20FT CNTRS AS PER MANIFEST DETAILS CNTR 170199 90 C400 L0000ODD
(b) Goods Description (2) 1" Supp. Qty. (h} Units 17 Supp Qty () 2nd SifP'P- Qty. (1) Units 27 Supp QLy
200000 BAGS 10000 MT CANE SUGAR BRAND NAME 10000000 kg
BRI ORI CAND MR ST Sk B A (k) Type of packaging (1) No. Packages (m) Country of (n) Preference code
PERCENT MOISTURE 0.06 DEGREES MAX COLOUR 150 BG 200000 Origin S0
w@%ﬁﬂw G POLYRROPYL B ; e
{o) Liconse Number {p) License Value / Qly (@ Valuc/Qiy Deducted | (1) FOB Value (s) Freight () Insurance
| E1303037216 1645000 92243368.5 69675
( & (u) Other Charges (v) Currency Codo {w) Exchange Rate (x) CIF Value (y) Customs Value
5 0 EUR 110.471 613078146925 |i
Al
41, REVENUE INFORMATION 43, Altached documonts 44, Preceding
Docunents Ref.
(an) Tax Type (bb) Tax Base. / Value {cc) Rate (dd) Tax Due 452 Code | 45b. Number
I 120 Custom Value / 613078146.925 | 100% 0
Ii 320 VAT Value /613078146925 16% YH092504
fit /
Iv !
v ! (cc) Total Tax duc on this ilem  ogguIsnd
46, SUMMARY i ii iii iv v 47, Other Charges
TOTALS 120 120 47a. Code | 47b. Amonnt
This Page 0 98092504 0 0 0 Ha i
Other Pages 0 0 0 0 0 732 24523126
Totals 0 YROY2504 [i} 0 0 143 12000
FOR QFFICIAL USE
48. Grand Totals (Duties, Taxes and Other charges) 136496901 (NetToPay) |PROPER OFFICER | CASH/CHEQUE
49, Declamtion Amount Paid
We :J[\hl,}.:-l'f‘\pn daoan ICS the undersigned of. .. e vrearesseens reesereves (COMpaNY NAME) Receipl Number and Dide )
00654
. Being the Agent/Principal of. ...... SR AT ST . {Importer/Exporter) do hereby
' : r . . Passed On z D6/0S/200F | olroroptormimmmmemrrei i
declare that the information and particulars declared herein are true and complete. Cashier's Signature and Stamp
|
LR Telffav




{enana Sugar Company Limited

Menevrabile Gloen Sautce of Food & Energy

Fromn The Olfice OI Manag uq Direclor AUl y elaall dtase pasl jaa. ol gemall (iS4 e
RelLMD/L/064/2013
The Commissioner, October 1, 2013

Investigation & Enforcement Department,
Kenya Revenue Authority,

264 Floor, Times Tower,

Haile Selassie Avenue,

Nairobi

Through :

The Managing Dircctor,

Dubai Bank Kenya,

[CEA Building, Kenyatta Avenue,
Nairobi

Dear Sir,

RE: KENYA REVENUE AUTHORITY NOTICE DATED 25/09/2013

We have been informed that the Stock of Sugar sold by us to Dantes Peak
Ltd./Mumias Sugar Company Ltd., Kenya and kept under Collateral Management
with Portside/Pwani Godown, Mombasa, Kenya have been put under your control,
for further investigation. This has created a very difficult financial position for us.

In this regard, we wish to clarify that Kenana Sugar Company Limited, is a
Sudanese Company operating in the Republic of Sudan, is the bonalide owner of
the steck of Sugar kept under Collateral Management with Portside/Pwani
Godown. We also confirm that the Sugar is of COMESA origin which has been
exported to Kenya by us for Mumias Sugar Company Ltd. Due to the seizurc of
stock by you, the Buyers are unable to remit the Sales Proceed to us. As such, it is
creating a default position for us under our Export obligation:

We therefore, request you to please release the Stock of Sugar on an urgent basis,
so that the Sales Proceeds could be remitted to us.

Yours sincerely,

[ oy
Mohamed ElMardi ElTegani,
Managing Director,

Kenana Sugar Company Limited

centD s Renana cum AZaiall agingnite, i

) Dos 2522 haciooen haprobdbe of e S2aalansTal e 200 00 27000 37050 Taw e 20 LY E210056)

rTa VAl FT. 300 Ay PEAY VAL TY VT TN Vet e g et e ) TR R



x il
» " YenvA REVENUE AUTHORITY
4 1 ¥ Customs & Excise Department

PAYMENT AUTHORIZATION

ESLIP NUMBER : 2013M5A549274F

_.,l‘-
o
=y
M

By

1

1 Name & Adrens of Client

PIN HUMBER

FORM F 147

2 Slabon Code

3. Poymenl Authariza lion H”

OAMTES PEAK LIMITED §6521 M1IM5A549274
P0511964 15U MSA Dale 2000412013 15 31 44
:-:"I' 4 Regime Code 3. Paymenl Office
Ma BANKMSA
6 Agenl| Releranca Prepayment AiC B
ITEMS
: 4] phian af T S.CPC 10. Preceding Documents Rels, 11. Revenus i
llem / Code Descnphon Type Mumbar DUTYITAX T T
oo1 MSS LEVY C400 E 201IMSA4050717 745 22299 e5
ooz VAT IMPORTS C400 E 201IMSA4050717 J20 6638760 a0
ao3 IDF FEES (2.25%) C4oo E 201IMSA4050717 710 937.085 00
004 SUGAR DEVELOPEMENT LEVY C4o0o E 201IMSA4050717 732 1 657.065 00
12. Allached Documents TOTAL 5,425,402 00 KES
ltem / Code , Descnplion I 'y ’ DATE PROPER OFFICER PAYMEMNT OFFICE
B il i
KES 9,425,402.00
01248
Received for payment of
the declared transaction(s)”
Cashiar
& .Datg .

I e e
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MASTER AGREEMENT FOR THE SUPPLY OF SUGAR

This agreement is made and entered into on 15t February 2013 between Dantes Peak Limited
Whose registered address is 66521-00800 Nairobi (hereinafter referred to as the Importer,
which expression shall where the context so admits to its agents, representatives, assignees
and successors in title) on the one part and Mumias Sugar Company Ltd THE BUYER

" whose registered address is Private Bag, Mumias (hereinafter referred to as the Buyer, which

expression shall where the context so admits to its agents, representatives, assignees and
successors in title) on the other part

WITNESSETH:

1.

£

WHEREAS the Importer has experience in the sourcing, procurement and supplying
of sugar in the international market, and, in general, all matters pertaining to the
international sugar business.

Whereas the Buyer is a reputable sugar milling and marketing company in Kenya
that has a licence to import quota sugar from Common Market for East & Southern
Africa treaty signatory countries (with any such licence issued to the Buyer referred
to in this agreement as the “Quota” and the sugar to be imported under the Quota as
"COMESA origin sugar”).

The Buyer desires to utilize the Importer’s sourcing, procurement and sugar supply
services to satisfy its demand for imports into Kenya of COMESA origin sugar on the

terme gel o1if helow

I'F IS AGREED:

1,

Appointment

() The Buyer (on its own behalf, and to the extent that the Buyer is issued with
the Quota but for whatever reason it directs that the actual OQuota be issued in
the name of an associated or other company, then also an behalf of such other
party) hereby appoints and retains the services of the Importer as its supplier
of COMESA origin sugar for importation into Kenya and the Importer hereby
accepis such appointment on the terms set out below.

(b) For the duration of this agreement, the Buyer shall not contract with any
other person for the supply into Kenmya Sugar (of COMESA origin) or
murchage or procure the purchase of such sugar itself,

() For the duration of this agreement the Importer agrees that it shall not
purchase any COMESA origin sugar for supply to any other sugar milier in
Kenya without the prior approval of the Buyer provided that this shall not
mmpinge in any way on the imperter’s righis to continue with their other
businesses .

(& If the Quota is annuiled at any time dwring the currency of this Agreement or
if the terms of the Quota are modified to an exient that makes it impossible
for the Importer to perform its obligations under this agreement, then it is

agreed that this agreement shall have no force and effect and neither parly

shall be under any further obligation to the other except that the Buyer shall
be bound by any order placed with the Tmporter for the purchase of sugar

under thie agreement before such withdrawal, annulment or variation.

2



Term

(@)

(b)

This Agreement shall come into full force and effect today and shail continue
(unless terminated earlier) until midnight Kenyan time on 31 December 2015
unless one party shall have given to the other notice of termination to the
other on or betore 01 October 2013 in which case this agreement shall expire
automatically at midnight Kenyan time on 31 December 2013. If no such
notice shall have been given by 01 October 2013 then the term of this
agreement shall continue automatically beyond 31 December 2013 until the
tull quota as agreed in this agreement is fulfilled.

To the extent that this Agreement shall be extended beyond 31 December
2013 the parties agree that this agreement shall apply (with due alteration of

details) to the importation of the Quota.

Termination

(a)

(b)

()

Either party shall be entitled forthwith to terminate this agreement by written
notice fo the other if;

() the other party enters into any form of liquidation, winding-up or
receivership (otherwise than for a bona fide reconstruction), including having a
petition for winding-up presented against it or having a receiver appointed in
respect of its assets or any part thereof.

(i) that other party commits any continuing or material breach of any of
the provisions of this agreement and, in the case of such breach wluch ig
capable of remedy, fails to remedy the same within 30 days after receiptof a
written nofice giving full particulars of the breach and requiring it to be
remedied;

(i)  that other party ceases, or threatens to cease, to carry on business.

Any waiver by either party of a breach of any provision of this agreement
shall not be considered as a waiver of any subsequent breach of the same or
other provision.

Upon termination of this agreement for any reason. subject as otherwise
provided in this agreement and to any rights or obligations which may have
accrued prior to termination (such as, without limitation, the obligation to
pay for any consignment of sugar ordered), neither party shall have any
further obligation to the other under this agreement.

IMPORTER’S OBLIGATIONS
(a)

The Importer's obligations under this Agreement, consistent with its
Obliga¥ens to deliver the consignment Cost Insurance & Freight ex@'
only, shall comprise utilising its supply relationships to source,
getite and tinance a consignment of COMESA origin sugar ordered by the
Buver in accordance with this Agreement (“Consigmnent”) together with af]
urermechate steps nciuding, without limitation, arranging or procuring:

1) the collection nf a Congignment from Hhe nremice of ariain:

{1} the ransportation of the Consigniment to the port of o espaiciy

(111} vrocuring that the Consignment {s adeaquately insured in accordance

TEFSTIS RNl St fess fagr e Fiven bR ge et Sevdrapaiar §osweagaeeap B L T ovtay s,
THSESR ReST Sdaasn. WO LMD LR IR FRVRICS! it EECTUE o it P G L S - LT
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(b)

(iv)

v)

arranging for the Consignment in the name of the Buyer to be
inspected for the purposes of a customs clean report of findings
(“CRF”) (without giving any assurance that a CRF will infact be

issued);
all export clearances and other steps necessary to enable a

consignment of goods to be exported from the country of origin to
Kilindini Port Mombasa .

The procedure that shall be followed in relation to each Consignment shall be
as set out in the Physical Supply Contract (as defined below) but shall include
the following:

)

(i)

(iii)

(vi)

(vii)

(viii)

(ix)

The Buyer shall inform the Importer of its total requirements for
COMESA origin sugar which shall include quality and quantity
requirements and such other standards as may be required to be
specified in the Physical Supply Contract (as defined below);

The Buyer, in conjunction with the Importer will determine a
purchasing strategy based on the Buyer’s requirements;

The Importer shall be solely responsible for sourcing the agreed
amount of COMESA origin sugar from appropriate suppliers and the
Buyer agrees that it shall not solicit offers or otherwise approach
potential suppliers unless specifically asked to do so by the Importer;

Having concluded its own enquiries the Importer shall provide the
Buyer with the proposed terms of supply for a Consignment. The
Buyer may accept such supply terms or ask for re-megotiation or
further investigation.

If such terms preferred by the Importer are accepted by the Buyer, the
Buyer shall provide the with this confirmation in writing provided
that the Importer shall not be obliged to take any step in purchasing a
Consignment unless it has entered into a contract with the Buyer
setting out the terms of purchase and supply of that specific
Consignment (“Physical Supply Contract”).

The terms of each Physical Supply Contract shall include the terms of
this Agreement but also substantially the terms set out in Schedule 1
to this Agreement, with the precise details of each consignment to be
agreed upon and inserted at that time.

Upon the Physical Supply Contract being entered into by both parties
the Importer shall commence the process of executing the purchase
and delivery of the Consignment as agreed.

Both the Buyer and the Selier shall open and operate a joint escrow
account where the proceeds of the sales will be managed.

Transfers to the respective buyer and sellers account from the Escrow
account will only be done after reconciliation by the two parties

The Importer agrees to act diligently and to use its reasonable commercial
endeavours to act at all times in good faith in the best interests of the Buyer in

tlys SO SN (RS IO - [ TORI .-G T
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5 Confi dentiality

(@)

23]

(@)

(b)

(d)

(e)

This Agreement is confidential, and neither party shall without prior consent
of the other, disclose any information relative to or derived as a result of this
Agreement, except as may be required to ensure performance of this
Agreement. Such confidentiality obligation shall continue to bind both
parties to this Agreement following termination of the Agreement for
whatever reasons,

Nature of this Agreement

No course of dealing nor any delay in exercising, or omission to exercise, any
right, power or remedy accruing to either party under this agreement shall
impair any such right, power or remedy or be construed to be a waiver
thereof or acquiescence therein,

Subject to the Physical Supply Contract this agreement contains the entire
agreement between the parties with regard to its specific subject matter,
supersedes any previous agreements and understandings between the parties
on this specific subject matter, and may not be modified except by an
instrument in writing signed by the duly authorised representatives of the
parties.

Each party acknowledges that, in entering into this agreement, it does not do
so on the basis of or rely on any representation, warranty or other provision
except as expressly provided in this agreement, and accordingly all
conditions, warranties or other terms implied by stature or common law are
hereby excluded to the fullest extent permitted by law.

Nothing in this agreement shall create, or be deemed to create, a partnership
between the parties.

If any provision of this agreement is held by any court or other competent
authority to be void or unenforceable in whole or part, the other provisions of
this agreement and the remainder of the affected provisions shall continue to
be valid.

7. Governing Law

This agreement shall be governed by and construed in all aspects in accordance with
Kenyan Iaw

[_- ’ Modifications

No modifications may be made to this Agreement unless agreed to by both parties
and evidenced in writing and duly authorised and executed by the parties hereto.

IN WITNESS WHEREOF, the authorised representatives of the parties have executed this
Agreement on the date first hereinbefore mentioned:

4
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SCHEDULE 1
Terms of the Physical Supply Contract

BUYER: MUMIAS SUGAR COMPANY LIMITED
SELLER: DANTES PEAK

1.
2.
3.

10.

11.

QUANTITY: 30,000 metric tonnes
QUALITY: ICUMSA 150 and above

PACKING: In new sound polylined polypropylene bags of 50 kilos net weight each.
Sugar to be packed into containers of 20 feet in length, containing 21.5 metric
tons/sugar net weight

ORIGIN: Any COMESA origin at the Seller’s option.
PRICE: Kshs 4,350 per 50kg bag (ex warehouse in Mombasa).

SHIPMENT: To be in lots of 10,000 metric tonnes per consignment as agreed
between Dantes Peak and Mumias Sugar Company on their delivery
schedules

PAYMENT: WithiJKB'U days from date of bill of lading.

WEIGHT, QUALITY, QUANTITY AND PACKING: To be final at time of
loading at origin as certified by internationally recognised independent
certification agents preferably SGS.

INSURANCE: Insurance, including marine insurance and war risk insurance,
from port warehouse in country of origin to Buyers warehouse at final
destination shall be affected by the seller

TAXATION: The sugar originates from a COMESA country hence no duties.
However the price quoted above includes all taxes (if any) and clearing
charges.

LICENCES: The Buyer shall be responsible for obtaining and maintaining the
necessary import licence for each contract between the parties (the Seller shall
provide the necessary proforma invoice) and the Seller shall be responsible
for obtaining and maintaining any necessary export licence. While the parties
acknowledge that the failure to obtain an import licence shall not be sufficient
ground for a claim of force majeure if the regulations in force at the time
when the contract was entered into called for such licences to be obtained, in
such event or in the event that there is a ban on the importation of sugar, the
Seller shall resell the consignment concerned at the best price available on the
international market to minimise any losses to the Buyer.

CUSTOMS CLEAN REPORTS OF FINDINGS: The tonnage committed to
under this contract is at all times subject to the Importer obtaining an
appropriate customs clean report of findings (“CRF”) for entry of the
contracted sugar consignment into Kenya. To the extent that the contracted
sugar consignment fails to be issued with a CRF then the Importer shall
cancel the consignment in question and neither the Buyer nor the Importer

L= ]
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12.

13.

14.

15.

16.

.

shall be obliged to make any payment to the other arising from such
cancellation.

SETTLEMENT: If for any reason the Buyer is prevented from importing
sugar into Kenya and at such time there is already a contracted consignment
of sugar, then subject to clause 12 above, the Importer shall endeavour to
dispose of such sugar on behalf of the Buyer at the best price reasonably
achievable. The Importer shall be entitled to retain the proceed of such sale
on account of the amount receivable under clause 5 PRICE provided that if
such sale proceeds obtained:

a. are higher than the price specified in clause 5 PRICE above then the
Importer shall arrange for the surplus to be remitted to the Buyer; .

b. are lower than the price specified in clause 5 PRICE above then the Buyer
shall arrange for the shortfall to be remitted to the Importer;

¢. are equal to the price specified in clause 5 PRICE, then no payment shall
be due or made.

Any amounts payable under this clause shall be remitted promptly to the
bank accounts of the relevant party.

FORCE MAJEURE: The performance of this contract is subject to force
majeure in accordance with the Rules of The Refined Sugar Association.

TITLE: Title to the goods shall not pass until the Seller has received full
payment of the Price in accordance with Seller’s instructions.

EXCLUSIONS: Unless the contract contains any statement expressly to the
contrary, the provisions of neither the convention relating to a Uniform Law
on the International Sale of Goods, of 1964, nor the United Nations
Conventions on Contracts for International Sale of Goods, of 1980, shall apply
thereto. Unless the contract contains any statement expressly to the contrary,
a person who is not a party to the contract has no right under the English
Contract (Rights of Third Parties) Act 1999 to enforce any term of it. All
express and implied conditions and warranties, statutory or otherwise, as to
merchantable quality, fitness for purpose, state or condition or time for delivery of a
contracted consignment of sugar are hereby and expressly excluded to the fullest
extent permissible at law.

ARBITRATION: All disputes arising out of or in connection with this
Contract shall be referred to The Refined Sugar Association for settlement in
accordance with the Rules Relating to Arbitration. This Contract shall be
governed by and construed in accordance with Kenyan Law.

RULES: This contract is subject to the rules of The Refined Sugar Association
as fully as if the same had been. expressly- inserted herein, whether or not
either or both parties hereto are members or are represented by a member of
the Association. In the event of any inconsistency between the terms of this
contract and such rules, the terms of this contract shall prevail.

STATUS AND POWERS: Buyer is fully and properly established under the
laws of the jurisdiction of its incorporation. Buyer has the power (1) to
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execute this agreement and any other documentation relating to this
agreement to which it is a party; (2) to deliver this agreement and any other
documentation relating to this agreement that it is required by this agreement
to deliver; and (3) to perform its obligations under this agreement. Buyer has
taken all necessary action to authorise such execution, delivery and
performance. Such execution, delivery and performance do not violate or
conflict with (1) any law applicable to Buyer; (2) any provision of its
constitutional documents; (3) any order or judgement of any court or any
governmental agency or regulator applicable to Buyer or any of its assets; or
(4) any contractual restriction binding on or affecting Buyer or any of its
assets.

APPROVALS ETC: Buyer has obtained all governmental and other consents,
approvals, licences and authorisations (“Consents”) required in respect of this
agreement, and such Consents will remain in full force and effect at all
relevant times and all conditions of such Consents have been complied with.
Buyer’s obligations under this agreement constitute Buyer’s legal, valid and
binding obligations, enforceable in accordance with their respective terms.

MASTER AGREEMENT FOR THE SUPPLY OF SUGAR: This agreement is
subject to the terms of the Master Agreement for the Supply of Sugar dated
[insert date] and entered into between the Buyer and the Importer and in the
event of any inconsistency or ambiguity between the terms of this Agreement
and the terms of such Master Agreement for the Supply of Sugar, the terms of
Master Agreement for the Supply of Sugar shall prevail. :

Signed by (e me N duly authorised )

for and on behalf of Dantes Pealedinsited in the )

presence of: f e )

)

Name of witness: / ”,”ﬂ )

Signature of witness: [* J. )

Address of witness: )

)

Occupation of witness )

Signed by . £~ KESKTL director duly authorised )
for and on behalf of Mumias Sugar Company ) o v %@3&‘

Limited in the presence of: )

MUMIAS § )

Name of witness: £—=-{x UG#R : )

Signatute of witness: e, O )

Address of witness: g )

/ )

)

ccupation Of with )

EX Otfeno LI

Mumizs

B Notary Public &
* Certified Public Seeretary
Private Rag

/’.ﬁé{Zf'



.m T
¥ 4 i]

daganll dili 5 4 = d Sy e

Renewable Green Souree of Food & Energy
Al 9 r.l:\i.u Jdada _)4'@:'. s
CERTIFICATE OF PRODUCTION

10,000 METRIC TONS OF WHITE SUGAR BRAND NAME KENANA GREEN CANE SUGAR
SPECIAL AS PER SPECIFICATION S:

SHIPPER: ' KENANA SUGAR COMPANY LIMITED
P.O. BOX 2632, KHARTOUM, SUDAN

CONSIGNEE: TO ORDER OF DUBAI BANK KENYA LIMITED/
MUMIAS SUGAR COMPANY LIMITED

NOTIFY: DANTE'’S PEAK LIMITED, LAVINGTON, HATHERU
RD, P.O.B 66521- NAIROBI-KENYA

VESSEL NAME: MSC TASMANIA OR309R

DESCRIPTION OF GOODS: CANE SUGAR BRAND NAME KENANA
GREEN CANE SUGAR SPECIAL IN 50 KGS
POLYPROPYLENE BAGS CROP 2012-2013
POLARIZATION 99.8 PERCENT.

MOISTURE 0.06 DEGREES MAX,
COLOUR 150 ICUMSA UNITS MAXIMUM.
B/L DATE;: 11-03-2013
PORT OF LOADING: PORT SUDAN.
PORT OF DISCHARGE: MOMBASA, KENYA.
TOTAL NET/GROSS WEIGHT: 10,000 MT.

THIS IS TO CERTIFY THAT THE ABOVE MENTIONED CONSIGNMENT STUFFED IN MSC
TASMANIA OR309R HAS BEEN PRODUCED DURING THE CURRENT CROP OF JAN - 2013,
EXPIRY DATE OF JAN-2016 AND IS THUS, FIT FOR HUMAN CONSUMPTION.

For Kenana Sugar Company Limited
08.05.2013

website:www.kenana.com E-mail:info@kenana.com

PO Box 2632 Khartoum, Republic of the Sudan,Tel. :+249 183 224703 - 224704, Fax : +249 183 2205863
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KENYA SUGAR BOARD

reriT o KSB/CRI/D12/12(01) (ra(m)
FORM B

THE SUGAR ACT
(No.10 of 2001)

IMPORT PERMIT
UNDER THE SUGAR (IMPORTS, EXPORTS AND BY-PRODUCTS) REGULATIONS 2008

THIS 1STO CERTIFY THAT:  MUMIAS SUGAR COMPANY LIMITED

o

= PO0D599737M
Postal Address: ... PO BOX PRIVATE BAG. MUMIAS
R MUMIAS TOWN
No.: 054-441420
T —— 2021412
Bl OF LAGING: eoveronmsnr MECUPS239775.
I E1303037216
Type of Sugar: MILLWHITE/BROWN
Quantity (MT): 10,000

Source of the Sugar: SUDAN

D of the sr.lguar:KEM‘r'A
fot o et MOMBASA, KENYA
— US $ 708.98 PER MT
MSC TASMANI A OR309R
Vessel Name
MEDITERRANEAN SHIPFING CO.S.A.
R— N HIPPIN

Expected Date of Artval .. 29:03,2013
tesue pate: .. 2.2.-03.2013

Expiry Dale: cooavenss 2‘2.5.0..5..0..2"0..1-.3.: ........

o \Cey

KSB Officlal

For and on Behalf of Kenya Sugar Board

Signature / Seal Stamp
M.B. This Permit is subject to conditions set out overleaf




KENYA BUREAU OF STANDARDS

PRE-EXPORT VERIFICATION OF
CONFORMITY (PVOG) CERTIFICATE OF CONFORMITY

RFC Date: 02/03/2013
IDF No: E1303037216

Reference No.:
Importer:  M/S DANTES PEAK COMPANY LIMITED
P.0. BOX. 66521
[ LAVINGTON, HATHERU RD
NAIROBI -, Kenya

" CoC No: KEN 2013 524341 / 0001

¢ _Issuance Date: 28/03/2013 .
Exporter:  KENANA SUGAR COMPANY LIMITED
PO BOX 2632

Page 1 of 1

KHARTOUM -, Sudan
Tel,:

Fax: Tel.: +248 0183224703 Fax: 4249 0183220563
1 Email: Email:  info@kenana.com
‘.. Aleofinspection:  09/03/2013 Place of inspeclion; Port of destination: MBA-MOMBASA
siin.) Sudan
Shipment Mode: Sea Country of Supply:  Sudan
Container / Seal No.: Quantity Delivered (FulllPart): TOTAL
FOB value:  4,645,000.00 EUR Invoice No.: SAI100677 Date: 11/03/2013
| - Declared " - Route Slandard / Regisiration /
HS Code Quantity Product/Description Used | Normative REF Licence Ref.
2001 10.000.00 MT [WHITE REFINED SUGAR, KENANA GREEN CANE SUGAR SPECIAL, IN 50 A |KS 38
| 17011180 KG BAGS, -
|
o [}
f
{ p
- !
Y arl
N/A

h erlliicale Is issued for and un behall of the Ken'ya Buresu of Standars (KERS) accolding to the requiremends of
e meral lerms and condillons of service of Rurean

k]
{he pVoc program of iKenya, Is valld for 2 poilod of three months from s Issus date, and s subjecl lo
bligations, This document does not evidence sriipmenl,

Verilas. The issuance of this certificale does no| relsase the eonsciual parlies from thelr own responsibililes and the fullilment of iheic legal and contraclual
KEBS may reject the conslgnmenl coverzd by this CoC i fesnd to be nan-cenforming on vellficallon at the port of entry.

Issuing Bureau Verilas GSIT Offige: SATWA, DUBAI, United Arab Emizies
: . £t
Name:  Slephen Ferrandes

Printed and signeo in:  Kenya
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P O.BOX 3113, KISUMU, KENYA
Post Cade 40100,

Tel.: +254 725 652 \55 /) +254 736 157 777
Email: headoffi :e@kibossugar.com
KENYA - EAST AFRICA

Friday February 1, 2019

KSRL/012/02/2019

The Clerk of National Assembly
Parliament Buildings
P.O. Box 41842

NAIROBI

Dear Sir,

RE: WAIVER OF DUTY ON RAW SUGAR FOR INDUSTRIAL USE.

We refer to the above: and to your letter of referenze number NA/DCS/CO1/2019/(184) dated
21% January 2019 contents of which we have noted and provide the followig information as
‘equested:-

(ibos Sugar Refinery Limited (KSRL.) has been seeking a waiver to import re w sugar from the
‘vorld market on zero duty for refining in our Kibos bugar Refinery Ltd, a factory completed and
r:ommissioned in 2015 with a capacity to produce 150,000 tonnes of industr al sugar per year
tvhich is just about 40,200 tonnes less than the country’s total requirement >f 190,000 tonnes
|'er year.

“he grades of refined sugar earmarked for producticn include the following:

1. EC2 - Food grade for supply to the beverages and confectionary industries;
2. Pharmaceutical grade — For supply to the drug manufacturing industiies.

kibos Sugar Refinery Limited (KSRL) was ready to commence production since 2015

Tne following is & progress report on the granting of the duty waiver on raw sugar for industrial
use. . . . ,

3% March 2016 EAC Gazette of 30" June 2016 Legal Notice No. 33 g-anted Kenya

30" June 2016 duty remission on raw sugar at a duty rate of 0% for one year on
cendition that the sugar for industrial use produced <hall be sold to
manufacturers in the region except for those in Tanzinia.

164" August, 2016 KSRL made a request to National Treasury and to KAV to clarify the
EAC Gazette Netice which had included a condition in the duty
‘emission as follows: ;

 ferritory (EAC) such goods shall attract duties; |
provided in the EAC Common External Tariff”.




2017

19" April, 2017

12" May 2017

May 15" 2017

July 14 2017

Oc ober 24™ 2017

Aug ust 14% 2018

KSRL wrote ta the CS, National Treasury again rec uesting that the
condition provided in the Gazette Notice pe eémovad so as o allow the
products made using the refined sugar from the re w Sugar imported by
KSRL €asy access into the FAC market, ;

KSRL wrote to Cs, Ministry of Industry, Trade and Cooperatives seeking
extension of duty remissior; on raw sugar while als y requesting for the
rémoval of the aboye cond'tion as it fimited access of any product made
from the refined Sugar processed from the duty free raw sugar into the
EAC.

Kenya Gazatta Notice Vol CXIX No 62 appeared as ; conseqguence of
the declaration by the President and Commander ir Chief of the Kenya
Defence Forces through Executive order No.1 of 2017 that the drought
and famiine in parts of Kenya_ is a natienal disaster, and duty shall not
be payable for sugar and milk powder, The Gazette Notice allowed
“sugar imported by any Person, with effect from the date of the notice
viz 31% August 2017;"

Kenya Sugar Manufacturers-.*-\ssociation (KESMA).rai sed & protest to the
CS Treasury, o5, Agriculture, and RS Agriculture see <ing Government's
Permissicon to restrict the imported Sugar to table sy jar and that only
sugar miliers be allowed to irport so as to control tt e arnount of sugar
that wauld.be imported. (See: attached KESMA letter ., _—

The EAC through Legal Notics No EAC/103/2017 apEroved the Duty
Remission on Raw Sugar imported by KSRL up to 30" June 2018. The
conditions imposed on Legal Notice No 8 of 30" June were Ieinstated,

S

‘0 make clarification on the condition included in the ZAC Gazette
Votice of 30" June 2016 on Irportation of raw sugar o .
November 2017 KRA, Commissioner of Customs ‘and Border Control
Clarified to KSRL-that the conition that finished iteme marniufactured
from such sugar when sold to other partner states shilll attract duties,
l2vies. and other charges as Provided in the CET, He taid that this js g
country specific duty remission and can only be-enjoy::d oy
Manufacturers of the specified country, .

KSRL wrote to. thé CS National Treastﬁry requeétihg an extension of the
gazette notice for importation of duty free sugar whict had closed the
irportation deadline to 30t October 2017 (See attachi:q letter) .

K3RL-wrote to Cs, ‘Treasury seking waiver of duty on raw Sugar for
refining into Sugar for industrial use, This is because KSRL request for
the extension of duty remissior: for 2017/2018 was not renewed, (ses
attached ietter), The Same request was also sent to the ps, Industry,
Trade and Cooperat_ives, giving reasons why KSRL h - 0 in a

psition to impoert dy free raw sugar.,
! g
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PS, Industrialization responded to KSRL indicating that the ministry was
collecting information on the sugar value chain to :nsure other players
in the value.chain are given a level playing field. :

20" September 2018  KSRL wrote to the Sugar Directorate to-assist KSR1 get a waiver of duty
on-raw sugar for refining irto sugar for industrial use.

2" October 2018 KSRL requested the Chairman of the Multi-agency I:nforcement Unit, Mr
Wanyama Musiambo to allew the company purchase condemned sugar
for refining in the KSRL sugar refinery.

‘Ne made an initjal request in 2016/2017 financial yi2ar for a waiver of duty under the Duty
Remission Scheme for an amount-of-150;000 tons of raw sugar. As you are aware, we have
Ut up a state-of- the art sugar refinery, the only ore in East and Central Af-ica. We intend to
[roduce sugar for industrial use for confectioners, Pnarmaceuticals, and the minerals and beer
i dustries. Kenya is a deficit producer of sugar. It produces brown sugar @ a very high cost.
I'emoving raw sugar in Kenya for processing into refined sugar would first result in a larger

¢ eficit of sugar in the comestic market forcing Kenyal to import more-sugar, and secondly, due
t3 the high cost of proc uction, the refined industrial sugar from locally prodi ced sugarcane
vould not be able to ccmpete with the cheaper worltl market price of refinec| sugar. We have
attached herewith our cost calculations to support this. |

L uty Remission was grz nted to us in 2016/2017 through KAM who supported' our request. We
were only able to secure approva! for importing the same.frem KEBS a year later in September
2)17. Copy of the approval letter attachea. The duty free period therefore, apsed without us
iniporting the sugar since the avove condition was rict addressed

KURL reapplied for duty remissicn of 100% Duty Remission in the year. 2017/2018 which was
granted. However, in the same period, Kenva opened its doors for duty, free sugar of any kind
to be imparted duty free due. to the serious shortage of domestic sugar at the time (This was
gezette on Kenya Gazette Notice.Vo! CXIX No. 62). Tnis included industrial st gar much of
wlich was available in t+ e local market shelves packe! for domestic use. It n )ade no business
sense to bring in raw sugar since the company would have incurred massive |sses so we had
no option but to delay the importation of raw sugar.

Th> abbve scenario inforimed. our.decision not to import raw sugar as there we s no business
sel se in imperting raw sugar to.compete with duty free industrial sugar impor ed into the
covntry from the world rr ariet vide- Kenya Gazette Notice Voi CXIX No. 62.

Ou " application was subrr itted to the Treasury on 6™ April 2018 under the Dyt / Remission
Screme requesting for one more year of extension of the 0% duty. We are su-prised that this
wat not granted reasons deing that we did riot utilize the facility granted to us for the preceding
twc years. C e poam s _ .

Thi¢ has hit LIIS.halﬂd for tha following reasons; .
Our Kshs 2 billion ihvestmeht has been lying unused for almost 3 years now. Diie to the

pra\ ailing reasons elabora -ed above, we feel that we ars being punished.twice ‘or a mistake
that is not of our own making. For the Kibos Sugar Refinery. to compete favo 3 .
&

imported sugar for industrial Use, it will be necessary to import the raw sug

.......
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e 'Hwing manr er:

S Sugar Refine

ry is a significant investmerit that would serve the tountry ina big way

Provide mass employment

_ Provide technaology transfer

Reduce insecurity in the cou;'ltry

Reduce povert levels and

Inject money into the economy.

lmpﬁrt substit.iticn ':by praviding ﬁi‘gh quality‘reﬁned sugar fcr industrial use to
cqnfectioners, pharmaceuticalsi, mineral drirks and alcohol produc:rs at an affordable
price

It will save the country’s foreign exchange reserves,

It will provide much needed sugar for industyial use which is not masufactured either in
Kenya or the FAC

The refinery exXpects to supply the Kenya market and have a surplts for export within
the East Africar Community and COMESA thereby earning the cot ntry much needed
foreign exchange

KSRL s going green, adding value to all the waste streams to cnsure zero waste
through highly efficient means of production resulting in a sustainable and healthy
environment., '

This project fits into the Manuf’acturing pillar of the Big Four Agenida of the National
Government and its success will attract further investments in. this se:tor as the market

Other Benefits that will a-crue to.the East African courities include the followir g:

L

Many beverage, fiyod and pharmaceutical companies import large quatitities of industrial
sugar into the country annually. This project will reduce theijr costs ar d time consumed
in imports and meke goods cheaper for the Jocal market; _ :
The Kibos Sugar Refinery Limited will create another 1000 jobs direct y and more than
1000 indirectly.

The project wil Create wealth and reduce poverty;
Transfer of ékiHed i<nov».'«.f!edge to Kenyans;

Kibos spends €No°mous amounts of .money cn corporate social responsibility, This
project will rejease more funds for CSR;

Expansion will lead to the improvement and repair of roads and infrg ichis a
oon to the farmers in Kisumy County:- - B @)\ vl
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ibos is a grez=n prcject, it is improving the environment and red Jces emission of COo,
“tnks reducing jlobal warming ; ;

8. The Chatthe Group will raise additional taxes to the tune of Kslis. 1,500,000,000.00
(Kenya Shillings One Billion Five Hundre_d Million) ,

).  The Project wil contribiite to the realization of Vision 2030 of the gcvernment of Kenya:
0. The Project SUpports the Government’s Big Four Agenda of Industrizlization

SRL has made severa appeals through the PS Industrialization, Treasury ad inspection was
¢Iso conducted at the Kibos Sugar Refinery Plant (capy of inspection report 1:nclosed) but so

far, we have not had any success.. ,

V/e had hoped that our reqhest for a special concession as an industry unde" the Big 4 Agenda
C)uid be considered for a special waiver from the Cabinet Secretary Treasury .

Eclosed also please find a copy of our annual licence for processing raw sucar for industriai
uie and import licences ;

Your assistance in reschving this matter wili be very highly appreciated .

Tlianking you

q ur?jth‘ Aty




MU, KENYA
Post Code 40100,
Tel.: +254 725 652 555 / +254736 157 777
Email: headoﬁice@kibossugar.com
Tuesday August 14, 2018 KENYA - EAST AFRICA

BT e =

The Permanent Secretary

Ministry of Industry, Trade and Cooperatives
State Department of Industrialization

Social Security House, Block A

Bishops Road, Capital Hill

P O Box 30547-00100

NAIROBI,

Kind Attention Of: Ms. Betty Maina

Dear Madam Ps,

We wish to draw your attention to our meeting in your office on Friday 3™ August'2018 at which we
made an appeal for a waiver of customs duty on raw sugar for the Kibos Sugar Refinery Ltd. It is

As you are aware, we have put up a state-of- the art sugar refinery, the only one in East and
Central Africa. We intend to produce sugar for industrial use for confectioners, pharmaceuticals,
and the minerals and beer industries. Kenya is a deficit producer of sugar. It produces brown

We reapplied for duty remission of 100% Duty Remission in the year 2017/2018 which we were
granted. However, in the same period, Kenya opened its doors for duty free sugar of any kind to
be imported duty free due to the serious shortage of domestic sugar at the time. This included
industrial sugar much of which is still available in the local market shelves packed for domestic use.
It made no business sense to bring in raw sugar for refining under these ¢ ould
render us huge losses.

T e
L



11. This project fits into the Manufacturing pillar of the Big Four Agenda of the Nation_al‘ _
Government and its success will attract further investments in this sector as the market is

significant.

12. The project will contribute to the realization of Vision 2030 of the government of Kenya;

13. The Chatthe Group spends enormous amounts of money on corporate social responsibility.
This project will release more funds for CSR;

Madam PS, the purpose of this communication is;- .

To earnestly request your office to intercede with the Treasury and recommend to the Cabinet
Secretary, Treasury to provide us with a single entry duty free window as a country so as to enable
us commence operations of this large investment that is lying idle in the country for the last three
years. This will boost the manufacturing sector in Kenya. We do believe this refinery will be one of
the forerunners that will attract investments in the Refining, Beverage and Confectionary sectors of
the economy that will support the Big 4 agenda in the manufacturing sector.

Madam PS, we recognize your assistance in ensuring that the refinery was approved to import duty
free raw sugar in the past for which we are very grateful. We continue to appeal to you to actively
intercede for us once more in this matter. It is our earnest appeal and request that you give this
request to the Cabinet Secretary, Treasury. Our raw sugar / brown sugar is now ready to be
loaded from Brazil for the refinery.

To support our request, we enclose the following documents: -

Letter of Credit

Marine Insurance Certificate

Import Declaration Form

Proforma Invoice dated July 2nd 2018

A WN =

We look forward to your kind assistance in this matter,

Yours Faithfully,

*F

-~

- ., 4, ] ‘,(
B

R.S.Chatthe™_
Managing ’-Dﬁretitor
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@g THE PRESIDENCY
EXECUTIVE OFFICE OF THE PRESIDENT
HEAD OF THE PUBLIC SERVICE

Telegraphic Address STATE HOUSE

Telephone: +254-20-2227436
When replying please quote P.O. Box 40530-00100
Nairobi, Kenya

Ref. No. ‘""'""“"s_lélrég;gt)hfv-40'

Mr. Michael Sialai, CBS

Clerk of the National Assembly
The National Assembly
Parliament Building

NAIROBI

Dear M{' S\’o\lQb

RE: MEETING WITH THE SELECT COMMITTEE ON IMPLEMENTATION
TO CONSIDER THE IMPLEMENTATION STATUS OF THE REPORT BY
THE DEPARTMENTAL COMMITTEE ON AGRICULUTRE, LIVESTOCK
AND COOPERATIVES ON THE CRISIS FACING THE SUGAR
INDUSTRY IN KENYA

Your letter dated 7t February 2019 refers.

The Committee on Implementation has written to invite the
Chairperson of the Multi-Agency taskforce for a meeting on 21st
February 2019 at 12:00.

A close scrutiny has shown that the said committee is interrogating
the implementation of the Parliamentary report on the Sugar Crisis
that was passed by the House in 2016. The said commitiee report
in the chapter on recommendations, recommends as follows:-

THAT, the government establishes a permanent inter-agency
enforcement unit on sugar trade which should enhance the
capacity to verify, scrutinise and monitor cross-border trade and
step up border patrols to eradicate sugar smuggling. The unit
should draw membership from KPA, Public HEALTH, AFFA, KEBS, the
Kenya Police, KRA and other relevant government agencies.



The Mutli-Agency Taskforce referred to is actually a Multi-Agency
Committee directed by His Excellency the President to be a
coordinating unit in the fight against illicit trade which is chaired
by the Deputy Head of Public Service, Wanyama Musiamibo. This
committee is not charged with dealing with only sugar smuggling
but the larger issues relating fo combating illicit frade in Kenya of

which sugar is but a small portion.

This is clearly not the unit which is envisaged by the committee
report

The Cabinet Secretary for Agriculture, Livestock, Fisheries and
Imigation gazetted on 9™ November 2018 the Task Force of Sugar
Industry Stakeholders to make recommendafions for the
Development of the Sugar Industry in Kenya comprising
Governors, a Senafor, a MP, some private millers and other
government agency members. The taskforce's term of reference
includes reviewing the policy and legal framework of the sugar
indusiry; reviewing the challenges facing the sugar industry,
reviewing any matter that may aid the revitalization of the sugar
industry.

(attached hereto is a copy of the said gazette notice)

The taskforce was initially given 30 days to complete its work,
which was extended for a further 30 days after that.

This taskforce will make recommendations that would take info
consideration the matters raised and recommended by the

parliamentary report.

In view of the foregoing, the right person to attend the committee
on implementation would therefore be the Cabinet Secretary for
Agriculture, Livestock, Fisheries and Irigation or the members of
the said taskforce, we would add no value attending the session.

Yours S 0,0

A

Vi an

\ &
JOSEPH K. KINYUA, EGH
HEAD OF THE PUBLIC SERVICE




IMPORTERS,EXPORTERS
MANUFACTURERS OF DALLS,SPICES,
CURRY POWDER AND PRODUCE DEALERS.

CHANGAMWE ROAD, INDUSTRIAL AREA NAIROBI
TEL: 254 20 6558816/ 6555343/ 6555002/ 6555772/ 6553377
CELL: +254 722 517066/ +254 734 517066/ +254 723 115287 /+254 734 048756 / +254 722 711376
Email: shree@africaonline.co. ke

Pin: P051096118V @B\wﬁg\}{\c

@ 29th January, 2019

TO: HON. JUSTUS B.N MUTURI; EGH,MP C o
SPEAKER OF THE NATIONAL ASSEMBLY, b e 1%/ ﬁ Cos [qcse ﬂ’T’U’
KENYA NATIONAL ASSEMBLY, ¥ le

PARLIAMENT BUILDINGS, PARLIAMENT ROAD Lf W&/\fc%m-v\ »
P.O BOX 41842-00100

NAIROBI N A

REF: Eleventh Parliament Third Session-2015 /;\)' /{
Report of the Departmental Committee on Agriculture Livestock and
Cooperatives on the Sugar Crisis facing the Suagar Industry in Kenva

Subject: Request To Expunge Shree Sai industries Ltd. from Referenced
Report

Dear Mr Speaker,

We refer to the above referenced report where our Company was adversely cited
in the above referenced Parliamentary report Chapter 3.3, Item 90, Page 46 and
Chapter 4, Item 106, Page 50.

We were not availed an opportunity to be heard.

Please be advised that we have not Imported Sugar in the stated period 2013/2014
KRA, as per attached letter have also confirmed that there was no Sugar Imported
by us in the stated period.

We request that our name be expunged from the Report and that we are issued
with a clearance report to allow us to continue with our process of obtaining the
Sugar Import Licence.

Await an urgent response to our request, }ATIONAL ASSEMBLY j
Yours Faithfully, 1V i
Shree Sai Industries Ltd QQ 37 JAN 2my
o : SPEAKER'S OFFICE
D P. 0. Box 41843, Naipop,

3\
Bina Patel
Operations Manager
Enclosed: KRA Letter






IS0 9001:2015 CERTIFIED
CUS/HQ/1
21" January, 2019

Bina Patel

Operations Manager
Shree Sai Industries Ltd
P. O. Box 49796
NAIROBI

Dear Sir,

This is to acknowledge receipt of your letter dated 18t Deceinber, 2018 seeking clurification of
sugar Imnm tation by your company.

1mp0ned sugar in the year 2012 and lastly in the year 2016.

We hone tm.l ihs-above wfmmauon clarifies your Ingquiry.

Yours faithfully,

Kenneth Ochola

Ag. COMMISSIONER OF CUSTORMS & BORDER CONTROL

Tu lipe Ushuru, Tujitegemee!

UKAS

iz, || Times Tower Building - Haile Selassie Avenue - P.O. Box 48240-00100 GPO, Nairobi, Kenya, Tel: 020-281 0000

KEN
Kiirm

We 11.11-6 reviewed records held at KRA and hereby confirm that M/S Shree Sai Indisiries: L.
PiN POSJO%IISV did nottimport sugar into the country in the period 2013/2014, You COmpaty’ -

T
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MINISTRY OF AGRICULTURE, LIVESTOCK, FISHERIES AND
IRRIGATION

RESPONSE TO THE COMMITTEE ON IMPLEMENTATION ON THE
SUGAR DEVELOPMENT LEVY AND THE COMMODITIES FUND

BY
HON. MWANGI KIUNJURI, EGH, MGH

CABINET SECRETARY
m

February, 2019
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REPORT TO THE COMMITTEE ON IMPLEMENTATION ON THE
SUGAR DEVELOPMENT LEVY AND THE COMMODITIES FUND

The committee on implementation requested the Ministry to provide
information on the following concerns:

1. The rationale for scrapping the Sugar Development Levy, the effects of

its removal; and .
2. The mandate and usage of the Commodities Fund (CF), its challenges

and achievements since jts introduction.

1. SUGAR DEVELOPMENT LEVY
1.1 History of Sugar Development Fund

The Sugar Development Fund (SDF) was established by the Government of
Kenya in 1992 to be financed by a Sugar Development Levy (SDL) imposed
on both domestic and imported sugar. The Sugar Development Levy was a
consumer tax paid by consumers and importers on every purchase of
sugar. The levy was not for profit and was collected by Kenya Revenue
Authority on behalf of Kenya Sugar Board.

The SDF was run by a Board of Directors who formed the SDF
Management Committee. The composition of the Committee was as
follows:-

Chief Executive, Kenya Sugar Board

2 Millers Representatives

3 Growers Representatives

Permanent Secretary, Ministry of Agriculture, Livestock & Fisheries
Permanent Secretary, National Treasury

The Sugar Development Levy was initially at 7% but was later reduced to
4%. The SDL, net of what was placed in Reserve (i.e. 15% of gross
collections), was shared out as follows:



%

a) Factory Development/Rehabilitation 0.71%

b) Research and Extension 0.94%

c) Cane Development and Maintenance 0.66%

d)  Industry Infrastructure 0.29%

e) Kenya Sugar Board (KSB) Administration 1.40%
TOTAL 4.00%

The components for factory rehabilitation and cane development were
given out as loans while the rest were grants.

The fund’s beneficiaries included sugar industry millers, cane growers,
outgrowers’ institutions, small scale transporters, land preparation
contractors, AFA - Sugar Directorate and its predecessors, Sugar Research
Institute and other sugar industry players who were eligible for funding.

1.2 Purpose of Funds;
These were as follows:-

Cane Development and Maintenance:
Factory Development/Rehabilitation
Industry Infrastructure:

Kenya Sugar Board Administration
Research and Extension:

e Reserves

a) Cane Development and Maintenance:

Procurement of Farm Machinery by efficient small scale transporters and
land preparation contractors

Special circumstances as determined from time to time by the Board.
Procurement of Agrochemicals

Land Preparation

Weed Control
Development and Procurement of Seed Cane

Y
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»  Development of Irrigation Projects Land Forms for cane
b) Factory Development/Rehabilitation

Factory maintenance.
Rehabilitation of Factory Related Machinery leading to expansion and
higher levels of efficiency

Refurbishing of Equipment

Procurement of spare parts for factory

Procurement of Agricultural Engineering Services

Product diversification

Y VYV

Y VVY

c) Industry Infrastructure:

Industry infrastructure or projects consisting of any initiative that has an
industry wide effect and benefit and cannot under normal conditions be
undertaken by one individual stakeholder given the risk or cost involved and

.the dispersed nature of the benefits. This included:

Acquisition of new equipment

Construction of bridges

Replacement of unserviceable equipment
Maintenance of existing roads networks & machinery

YV VY

d) Kenya Sugar Board Administration:

In carrying out its mandate the former Kenya Sugar Board received grants
from the Fund which were utilized towards financing its operations to enable it
meet the object and purpose for which it is established.

e) Research and Extension:

In carrying out its mandate the former Sugar Research Institute (SRI)
received grants from the Fund which were utilized towards financing its
operations to enable it meet the object and purpose for which it is
established.



f) Reserves
The Reserves accumulated by the Fund supported the integrity of the

Fund and could act as a source of money to cover unexpected
financial commitments. The final approval for utilization of these
funds fell with the then Ministry of Agriculture, Livestock & Fisheries.

1.3 The use of the Sugar Development Fund

» For a long time the Sugar Development Fund was the only source of
loans for cane development and factory rehabilitation. It funded the
building of roads and bridges in the sugar belt, payment of farmers’
arrears with prior approval from the Parent Ministry and could even

finance subsidized fertilizer supplies.

» The fund provided finance to keep struggling private and State sugar
millers businesses afloat. Mumias, Nzoia, Chemelil, Sony sugar and
Muhoroni have all recently received billions of shillings in loans from this

fund.

» The former Kenya Sugar Research Foundation currently Sugar Research
Institute under KALRO developed fast-maturing varieties of sugar cane
seedlings with the same fund.

» As at 31% July 2014 (i.e. prior to operationalization of the Agriculture
and Food Authority (AFA) and Crop’s Acts) the Sugar Development Fund
had collected Kshs. 26,311,256,454.95 in the form of levies since

inception with a breakdown as follows:
Levy from Local Sugar = Kshs. 21,402,291,026.95
Levy from Imported Sugar - Kshs. 4,908,965,428.00

» Disbursements to the tune of Kshs. 17,189,801,904.35 had been
advanced as loans to various industry institutions.

However, on 1% July 2016 the Sugar Development Levy was discontinued.
1.4 The Rationale or Scrapping the Sugar Development Levy

The government first reduced SDL to 4% in 2007 with a view to enhancing
farmers’ earnings. However, the ex-factory price of sugar in Kenya being
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fairly inelastic, no change was realized. Subsequently, at the beginning of
the 2016/17 fiscal year, the Sugar Development Levy (SDL) was abolished
with the objective of reducing the cost of doing business in the industry
thereby enabling the savings accrued to reach farmers in the form of
increased earnings. However, the removal of the Levy has not created any
positive impact on the growers’ earnings which depend on the ex-factory
sugar price excluding taxes and levies (including SDL).

1.5 Effect of the removal of the Levy

The effects were realized in the following key areas affecting Sugar
production:-

» Affordable loans for factory and cane development
e Research

o Infrastructure

e Funding for Cane Testing Units (CTU)

i). Affordable loans for factory and cane development

From inception of SDF in 1992, the industry has benefited from affordable
credit which initially was at 17% then reduced to 5% p.a. for Cane
development and Factory Rehabilitation and Maintenance. Production had
increased steadily with time peaking at 7.4 million tonnes of cane in 2016
from 639,742 tonnes of sugar in 2013. There were noticeable dips in
production in 2008 following levy reduction and in 2011 on account of
various factors.

Following the scrapping of levy (SDL) the main source of funding for cane
development in 2016, cane production has diminished to worrying levels
bottoming out in 2017 to 1990s production levels of about 375,000 tonnes
of sugar. Millers have been unable to execute their production plans
necessitating frequent government interventions. Indeed, the worst cane
deficit in the industry is projected at 5.0 million tonnes of cane in 2019 and
most of the mills, particularly the Government owned mills, who shoulder
the burden of cane development, have been operating at below 40%
installed capacity. The area under cane has diminished from 218,700 ha in
June 2016 to the 196,940 ha in June 2017 and currently stands at 193,589
ha with average yields dropping from 70 to 58 tonnes of cane per ha. Cane



crushed over the same period dropped from 7.4 million tonnes to 4.5
million tonnes despite the installed milling capacity increasing to 12 million
tonnes of cane per year on account of private investments as shown on
Table 1. below.

Sugar recovery worsened with an average of 15.29 tonnes of cane used to
make a tonnes of sugar up from 12.08 tonnes used in June 2016 on
account of harvesting very young and inadequate cane, collected over
several days contrary to the best practice.

Table 1. Capacity Utilization for Sugar Plants

Mill Installed Capacity Remarks
Capacity(TCD) Utilization
(A
1 | Chemelil 3,000 Operating Has resumed
Sugar below capacity | milling in
September, 2018
2 | Muhoroni 2,200 0 Has resumed
Sugar milling in
September, 2018
3 | Kibos Sugar | 3,500 e Crash on daily basis
4 | Mumias 8,000 " Currently shut
Sugar down due to cane
shortage
5 | Nzoia Sugar | 3,000 A Collect cane and
crush for 2 -4 days
- - in the week
6 | West Kenya | 5,000 " Do not crash on a
daily basis
7 | Butali Sugar | 2,500 " Do not crash on a
daily basis
8 | Sony Sugar | 3,000 = Collect cane and
crash after 2-3
| | |days
9 | Sukari 1,500 ¥ Do not mil on a
Industries | | daily basis
10 | Transmara | 4,000 e ‘Do not mill on a




Sugar daily basis B
11 | Kwale 1Int. | 3,000 A Closed
Sugar
12 | Olepito Unit | 1,250 Operating Do not crash on a
below capacity | daily basis

ii). Research

The Sugar Research Institute (SRI) relied almost entirely on grants from
the SDF for its operations. With removal of the levy, research activities
have almost ground to a halt. SDL contributed to the development and
release of twenty one (21) improved varieties between 2002 and 2014.
The varieties are high yielding, early maturing, and disease resistant and
have high sucrose content. The requirement for bulking of adequate seed
material from these varieties for the industry has not been realized. The
requirement for seed cane for the 2017 calendar year alone had been
projected to be 470,240 tonnes translating to 47,024 hectares requiring
funding to"the tune of Kshs. 933,810,714.85. It was envisaged that this
could have been financed through the levy.

Since the discontinuation of the levy, focused sugar industry research and

- extension including dissemination for new varieties are limited.

iii). Infrastructure

The conditions of roads are poor which leads to high costs in the cane
supply chain on account of slowing down and frequent breakdowns of cane
hauling equipment. Since 2006, the fund had granted millers a total Kshs.
1,968,708,816.25 for acquisition of roads maintenance equipment and
construction of bridges and culverts. The equipment enabled most roads in
the sugar growing areas to be rehabilitated. Currently the machines are
idle, aged and need replacement. Maintenance of sugar roads has not been
prioritized by the various County Governments despite being their
responsibility.

With grants from SDL, a total of 59 permanent bridges and box culverts
with a contract sum of Kshs. 651,328,866.76 were constructed in the
sugarcane growing areas over the life of the fund. These have impacted on
cane supply costs by reducing distances travelled to the mills. This support
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has now stopped. There is still a need to put up more bridges and culverts
to reduce on transport costs and increase farmers’ revenue.

iv). Funding for Cane Testing Units (CTU)

The former Kenya Sugar Board commenced installation of Cane Testing
Equipment in the industry back in 2014, a project currently in its final
stages of completion. This was in compliance with the COMESA Council of
Ministers Resolution 1 of 2007 which laid out the conditions upon which the
Sugar Safeguards for Kenya was extended. Through this project, the Sugar
Industry was going to transition to one where sugarcane payment is based
on quality as opposed to weight. The project was wholly funded through
SDL grants and it was hoped the levy would, at least for a start, provide
the funding for operations and maintenance of the cane testing
infrastructure. The project is now at its tail end and investments of over
Kshs. 1.7 Billion already made. For the industry to derive value from it, it
is critical that the project is financed to the end. Given the fact that the
benefits will cut right across the industry and no single stakeholder has the
ability to finance it at this stage, the levy would be the most ideal source of
financing otherwise the project is in danger of being rendered moribund
should a suitable alternative source of funding fails to be identified soon.

During the period of calibration before roll out that is expected to last the
next two years, a budget of Kshs. 687,040,648 is required. In addition,
Kshs. 95,000,000 is needed for upgrading the earlier pilot CTUs at Nzoia
and South Nyanza sugar companies.

2. THE COMMODITIES FUND(CF)

The Commodities Fund (CF) was established under the Crops Act 2013
(amended May 2016), Article 9 (1). The Fund was the successor of Coffee
Development Fund and Sugar Development Fund (which was part of Kenya
Sugar Board) that ceased to be following the enactment of Crops Act 2013
after the review and consolidation of over 130 laws (which existed in the
agricultural sector in Kenya, including the Coffee Act, 2001 that had
established Coffee Development Fund, and Sugar Act, 2001 that had
established Kenya Sugar Board, which administered Sugar Development
Fund) which culminated in the enactment of the Agriculture and Food
Authority Act, 2013 (amended May 2016), the Crops Act 2013 (amended
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May, 2016), and the Kenya Agricultural and Livestock Research Act, 2013.
The Fund was operationalized on 1% August 2014. This implies that the
Commodities Fund has taken over the operations of the former Coffee
and Sugar Development Funds with a further mandate in terms of lending
in the sector and credit collection including legal recourse where need be.

With the taking over the lending operations of the former Sugar
Development Fund, Commodities Fund (ComFund) took over the historical
outstanding debts of the sugar industry institutions to the tune of Kshs.
13.9 billion as at 31°* July 2014.

2.1 ComFund Mandate and Usage

The mandate of the Fund is to provide sustainable and affordable credit
and advances to the agriculture sector for;

Farm improvement;

Farm inputs;

Farming operations;

Price stabilization and:;

Any other lawful purpose approved by the Board of Trustees.

VVVYVYYVY

The core functions of the fund include the following:

) Development of loan products for scheduled agricultural commodities
as per Commodities Fund'’s credit policy, Crops Act, 2013, AFFA Act,
2013 and various crops regulations.

i) Collection of repayments arising from disbursed credit facilities.

ii)  Facilitation of capacity building related to agricultural credit facilities.

iv)  Financing agricultural sector infrastructure development.

v)  Establish and maintain a price stabilization system.

vi)  Financing value addition initiatives within the Agriculture sector

The sources of funds as provided in the Crop Act (2013) to achieve its
mandate are:-

» Monies paid as license fees,
» Commission,



» Export or import agency fees that may accrue to or vest in the

Agriculture and Food Authority,
» Funds appropriated by Parliament and funds from any other lawful

source approved by the Trustees.

However the Fund has not actualized this and there are changes required
in the legislation.

2.2 ComFund coverage of SDL functions

The Fund is currently advancing loans for Cane Development and Factory
Rehabilitation to industry institutions as was the case during the Sugar
Development Fund. Disbursements of grants is the prerogative of
Agriculture and Food Authority.

A total of Kshs. 1,257,545,000 has been disbursed to the sugar industry
from ComFund since operationalization of the Crops Act (2013) on 1%
August 2014 for Cane Development and Factory Rehabilitation. It should
be notable that though ComFund has not received any grants from the
Government for on lending, the funds disbursed were only from the
proceeds of loan recoveries amounting to Kshs. 1,575,264,184 over the
period 1% August 2014 to 31* December 2018 which it has continued to

revolved.

AFA  through the Sugar Directorate in addition disbursed Kshs.
2,811,344,928 to the sugar industry from Sugar Development Levies it
had received to the tune of Kshs. 2,544,918,465 since operationalization
of the Crops Act (2013) on I* August 2014 for Factory Rehabilitation and
Settlement of Farmers Arrears. These funds ideally should have been
channeled through Comfund for onward lending. No more loan
disbursements have been made from AFA Sugar Directorate since the

Sugar Development Levy was discontinued.

Within the Third Medium Term Plan (MTP III) 2018-2022, the government
endeavors to move the economy towards a high growth trajectory to
achieve 10 percent economic growth rate by the end of the Plan period. To
this end, the government has prioritized programmes and projects which
will generate broad based inclusive economic growth, faster job creation,
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reduction of poverty and inequalities. In addition, the government has
identified four priority initiatives “The Big Four Agenda” namely:
manufacturing, universal healthcare, affordable housing and food security
to be achieved within the plan period.

The Kenya Development Agenda is in line with Sustainable Development
Goals (SDGs) and the Africa Agenda 2063. Within the Africa Agenda 2063,
the relevant goal is in Aspiration 1, Goal 5: Modern agriculture for
increased productivity. In the SDGs, the relevant goals for ComFund are:

a) SDG 1: End Poverty in all its forms everywhere;

b)  SDG 2: End hunger, achieve food security and improved nutrition
and promote sustainable agriculture;

c) SDG 9: Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation ; and

d) SDG 12: Ensure sustainable consumption and production patterns.

ComFund therefore has an important role to play towards the achievement
of the SDGs, Africa Agenda 2063, Kenya Vision 2030 and The Big Four
Agenda by supporting the crops sector through provision of affordable
credit and advances across the value chain.

2.3 Achievements of ComFund

Since 1% August 2014, ComFund has mainly been concentrating on
provision of credit for coffee and sugar due to inadequate finances. The
Fund has achieved the following:

i) Having in place a fully functional Board of Trustees as well as a
Chairman.

i)  Developed a five year strategic plan covering 2018/19 to 2022/23

i)  Disbursement of Kshs. 1,303,811,810 towards individual coffee
farmers and institutions within the sector;

iv) Disbursement of Kshs. 1,257,545,000 in loans for Cane
Development and Factory Rehabilitation to Sugar Millers. The
funding was strictly from loan recoveries as no financial support has
been availed from the Government since the Fund came into being
on 1% August 2014;
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Vi)
vii)

viii)

b)

Developed various financial products for -coffee and sugar to meet
customer’s needs;

Establishment of regional offices in Nyeri, Embu, Meru, Eldoret,
Kisumu and Kericho;

Development and implementation of operational policies and
procedures for smooth running of the Fund;

The Fund has in collaboration with Coffee Research and County
Government been able to beef capacity of over 3,000 farmers on
coffee husbandry, society management, debt management and
project management through the Integrated Coffee Productivity
Project (ICPP). The Fund has also issued in excess of 300,000 coffee
seedlings.

Developed capacity of the Fund’s human capital;

Implemented an Enterprise Resource Planning (ERP) system;
Implemented a mobile platform (M-Commodity) to facilitate efficient

disbursement and repayment of loans.

Challenges of the ComFund

Large non-performing loan book that was inherited from the former
Sugar and Coffee Development Funds. Majority being from the Sugar
Development Fund. Majority of the sugar debt consists of historical
non-performing loans by Government owned mills and Outgrowers
Institutions due to governance issues, misapplication and diversion of
loan funds;

Inadequate funding support for coffee and sugar crops. The demand
for coffee and sugar loans is far higher in comparison to available
funds; -

Lack of funds to develop other scheduled crops. Currently, the Fund
lacks monies to develop the additional crops (Fibre Crops, Food Crops
Horticultural Crops Nuts and Oils, Tea, Pyrethrum and other related
Crops);

High levels of indebtedness among its borrowers and especially
Government owned sugar Mills in the sugar sector and old coffee
loans;

Obsolete and inefficient coffee and sugar processing machinery hence
high cost of operations and reduced returns;
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f)  Unclear Government loan write offs; this creates poor borrowing and
loan repayment habits since many borrowers default expecting
Government write offs. A case in point is the impending privatization
of Government owned Sugar Mills wherein the companies owe the
fund in excess of Kshs. 10.4 billion;

g) Due to the crisis currently facing the sugar industry of inadequate
cane, nonpayment of arrears due to farmers and obsolete machinery
prone to frequent breakdown Mumias, Chemelil, Muhoroni, Nzoia and
South Nyanza Sugar Companies are heavily indebted to the Fund and
are unable to service their debt obligations;

h)  The Crops Acts (2013) does not indicate that ComFund is a corporate
body however one of the proposed amendments which is currently in
the second reading is that the Fund be recognized as such.

i)  Lack of transfer of Funds from Sugar Directorate made it difficult for

the Fund to fulfill its mandate to Sugarcane farmers.

j)  Impending privatization of Government owed mills are affecting
remittances of Sugar loans.

k) A number of the Sugar Outgrower Institutions are no longer in
operation and the securities in place at the time were floating
debentures making it difficult to recover the amounts owed.
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