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L Ministry of Agriculture and l,ivestock Dcvclopment;

i. 'the State Department for Crops Development and;

ii. The State Department for Livestock Devclopment

2. Ministry of Sanitation, Water and Irrigation.

i. Statc Departmcnt for lrrigation.

3. Ministry of Mining, Blue Dconomy and Irisheries'
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The committee also oversees the following State Agencies among others: -
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14. Kenya Marine and Fisherics Rescarch Institutc (KEMFRI);
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The Committee also works closely with the Council of Governors (CoG)' and the

County Assemblies Forum (CAF) and non-state actors including among others-

l. Kenya Private Sector Alliance (KIIPSA);

2. Agricultural Council of Kenya (AgCK)

3. Irood and Agriculture Organization (FAO);
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CTIAIRI'ERSON'S FOREWORI)

Mr. Spcakcr Sir,

'l'he fca (Amendment) Ilill (Senate Bills No. I of 2023) seeks to amend thc 'l'ea Act

(No.23 of 2020) to provide for direct sales of tca, the payment of tea procccds' and for

connectcd purposes. The object of the Ilill is to amend ccrtain provisions in the Tea Act,

2020 to protcct thc l'ca growcrs' procccds from mismanagcment by factorics- l'he Ilill

llrthcr sceks to liberalizc thc tca industry.'Ihis will be done through direct sales of tea

ovcrscas. 'l'he llill also aims to incentivise valuc addition of tca by exempting value

added tea from paymcnt of the tea levy.

I)uring thc considcration of the Bill, thc Committec obscrved that one of thc gaps

idcntificd was thc inordinate dclay in transmission of salcs procccds from thc auction

ccntrcs to thc produccrs. 'l'hc Bill therefore secks to streamlinc thc proccss of paymcnt

through the introduction of the direct settlement system which will cnable procecds for

salcs t9 bc direclly dcpositcd in thc producers' accounts through the approvcd

commcrcial banks.

'l'hc Ilill also sccks to divcrsify thc sale of tca through dillbrent channels to maximize

rcturns.'l'hc currcnt Act only provides lor thc salc ol-tca through thc auction. In this

rcgard, the Ilill proposes to introduce direct salc of tca to protcct larmcrs liom

cxploitation. 'l'hc Ilill also proposcs to sct thc priccs lor dircct tca salc to bc highcr than

thc prcvailing auction ratcs.

Mr. Spcakcr Sir,

'l'hc 'l'ca (Amcndmcnt) Ilill, 2023 was publishcd vide Kcnya Gazcttc Supplcment No' I

of'6th January,2023 and was introduccd in thc Senatc by way o1'Irirst Rcading on 16s

lrcbruary, 2023.'l'he Bill stood committcd to thc Senatc Standing Committcc on

Agriculturc, Livcstock and I"ishcrics for consideration.

In compliancc with the provisions of Articlc I I 8( I ) (b) of the Constitution and Standing

Ordcr 145 (5) of thc Scnate Standing Orders, the Committec procecdcd to undertakc

public participation on thc Bill. In this regard, thc Committce published an

advcrtiscmcnt in the Daily Nation and Standard ncwspapers on'l'uesday, 2l't |ebruary,

2023 inviting membcrs of the public to submit writtcn memoranda to the Committce on

thc llill. Additionally, thc Committee sent invitations to key stakeholdcrs inviting thcm

to submit thcir comments on the Ilill.

lv|'he T'ea (Amcndment) Ritl,2023 (Senate Rills No. I rf 202 j)



Mr. Speaker Sir,

The Committee held public participation on the Bill in six (6) counties - Bomet,

Kericho, Bungoma, Kirinyaga, Nyeri and Embu Counties. In total, the Committee

received written and oral submissions from twenty-eight (28) stakeholders, including

submissions from Kenya Tea Developmcnt Agency (KTDA), Council of Govcmors

(COG) and Tea Board of Kenya as key stakeholders.

The Committee thereafter proceeded to consider extensively the provisions of the

amendment Bill and the submissions reccived thereon. Based on its deliberations, the

Committee has made various observations and rccommendations.

Summary of Committee Observations

The Committee made the following observations

L Farmers have for the longest time been exploited by brokers. Issues of poor and

delayed tea sales returns have been rampant. There is therefore a need to

establish a system where farmers will receive their proceeds of sale of tea

promptly and in the same culrency. The Direct Settlement System proposes to

remit proceeds of sale of tea directly to and promptly to farmers;

2. The price difference between farmers in the Eastern and Westem regions of the

rift is typically significant which leads to favoring of farmers in the East who

receive considerably highcr prices compared to their counterparts in the West;

3. Agriculture being a devolved function, the roles of each level of government

should be well spelt out;

4. The money that is apportioned for infrastructure development will be remitted to

tea producing counties as a conditional grant;

5. The role ofresearch in the tca sector is crucial and therefore there is a call for

establishing a robust research institutc to address cmerging issues;

6. The entire process of elections of directors to factories as represcntatives of

farmers was raising concerns and called for a clear structure of the process which

is farmers' centric;

7. Tea hawking affects the quality of Kcnyan tca globally. Private owned factories

thcrefore need to share thc samc quality of green tea they purchase with K'IDA

factories to maintain the quality of Kcnyan tea;

8. There should be an outlined dispute resolution mechanism to settle disputes

arising from the tea sector; and

9. The reintroduction of direct sales in the tea sector is revolutionary. Safeguard

measurcs should be implemented to subjcct tca designatcd for direct salc through

the tea cxchange for pricc and quality discovery.

The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023) lri



Summary of Committee Recommendation

l'he Committee having revicwcd the Tea (Amendment) Bill, 2023 (Senate Bills No' I

of 2023) recommcnds that the Ilouse approves thc Bill together with the proposed

amendments.

Mr. Speaker Sir,

May I takc this opportunity to acknowlcdgc the time and considerable effort made by

the institutions, organizations and individuals that prepared and submitted their

memoranda to the Committce. I also wish to express my gratitude to my colleagues,

Membcrs of the Cornmittee for thcir thoughtful insights and contributions towards the

amendment Ilill. The Committce acknowledgcs and appreciates the sponsor of the Bill,

Sen. Wakili IIillary Sigei, MP. who accompanicd the committee to Bomet and Kericho

Countics during thc public participation on thc Bill.

Irurthcr, the Committce is indcbtcd to the Olficc of thc Spcaker and thc Clerk of the

Senate for support cxtcndcd to thc Committec in facilitating all the actions and

intcractions that led to the production ol this report.

Mr. Speaker Sir,

It is now my plcasant duty, pursuant to standing order 148 (l) of the Senate Standing

Orders, to prcscnt the Report of the Standing Committec on Agriculture, l'ivcstock and

Irisheries on rhe Tca (Amendment) Bill (Senate Bills No. I of 2023).

C)

o4rv-U9.......r.......',......Signed I)atc

CHAIRPERSON: SEN. JAMES KAMAU MURANGO, MP,
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CHAPTER ONE

I.1. BACKGROUND

The Tea (Amendment) llill (Senate Bills No. I of 2023) seeks to amend thc Tea Act

(No.23 of 2020) to providc for direct salcs of tea, the paymcnt of tca procceds, and

for connectcd purposes. The objcct of the Bill is to amcnd certain provisions in the

Tea Act, 2020 to protect the 'l'ca growers' procecds from mismanagemcnt by

factorics. The Bill further seeks to liberalize the tea industry. This will bc done

through direct sales of tea overseas.'fhe Bill also aims to intcnsify value addition of

tea by exempting value added tca from paymcnt of thc tea lery. A copy of the

amendment Bill is attached to this Report as Appendix 2.

2. The Tea (Amcndment) Bill, 2023 was published vide Kcnya Gazette Supplement

No.l of 6th January, 2023 and was introduccd in thc Senatc by way of First Rcading

on l6th February, 2023.The Billstood committed to Senate Standing Committee on

Agriculture, Livestock and l:isheries. Pursuant to the provisions of Article 118(1)

(b) of the Constitution and Standing Order 140 (5) of thc Senate Standing Orders,

thc Committee proceeded to undertake public participation on thc Ilill. In this

regard, the Committee published an advertisement in thc Daily Nation and Standard

newspapers on 'luesday, 2l't February,2023 inviting members of the public to

submit written memoranda to thc Committce on the Ilill. Additionally, the

Committee sent invitations to key stakcholdcrs inviting them to submit their

comments on the Bill. A copy of thc advertiscment is attached to this report as

Appendix 3.

3. fhe Committee held public participation on the Bill in six (6) counties- Bomet,

Kericho, Bungoma, Kirinyaga, Nyeri and Ilmbu Counties. In total, the Committee

receivcd written and oral submissions from twcnty-cight (28) stakcholders,

including submissions from Kenya'l'ea Developmcnt Agcncy (KTDA), Council of

Governors (COG) and 'Iea Board of Kenya as kcy stakeholders. The Committee

thereaftcr proceeded to consider cxtensively thc provisions of the amendment Bill

and thc submissions rcccived thcrcon. Ilased on its deliberations, the Committee has

made various observations and recommcndations which arc set out at Chapter Three

of this Report.

1.2. SITUATIONAL ANALYSIS ON THE TEA SECTOR IN KENYA

4. Tea production in Kcnya is dividcd bctwccn plantations and smallholders. 'Ihe

contribution of plantations and smallholder tca farms is dividcd relativcly equally;

llThe Tea (Amendmenr) Bill,2023 (Senote Bills No. I of 2023)



plantations account for 44.5 pcrccnt of tea produced, while smallholder tea estates

in Kenya account for 55.5 pcrcent.'through designated tea brokers, the Kenya Tca

Dcvelopment Agency (KTDA) which manages small-scalc farmers, and the other

tca producers distributc samplcs oltca to be auctioned to prospcctive buyers. The

buycrs, thcn, cvaluating thesc samples visually and by texture and tastc, determine

thc price rangc within which they would bid for the teas on offer at the auction.

5. Oncc purchased, cxporters ship cither in bulk directly to the clients where the tea is

rc-sold for retail, or to companics spccializingin blending and packaging. These

companies thcn sell the tea rcady-packed under various brand names, offcring a wide

rangc of choices to tca-drinkers across the world.

1.2.1. Tea Marketing in KenYa

6. The marketing of tea in Kenya is led by the KTDA, the major tea marketer. KTDA

markets tea mainly through the following outlcts: Factory door sale of tea in

polythcne bags to farmcrs accounting lor 3Yo of sales, through thc Mombasa auction

whcre it exports to other counlrics such as Ilritain, Irrance, and Afghanistan. It

accounts for 75%o ol salcs and by dcaling directly with intcrcsted buyers which

accounts for l5Yo ofsales.

7. T'hc international buyers who buy Kenya' s tea from the Mombasa 'l'ea Auction blend

the tea abroad and brand it in their individual company names. This has reduced

Kenya's competitivc advantage to the point wherc it is estimated that with the

quality of tca in the country, branding could yield an additional 100 to 200 million

dollars in GDP.

8. Tea companies in Kcnya with significant market shares include:

(a) KTDA Manageme nt Scrviccs Ltd with a 44.9o/o market share (USD 7 I 8

million annual rcvcnue);

(b) Williamson 'l'ea Kenya Plc with a 1.72%o markct share (USD 27.5 million

annual rcvenue);

(c) Sasini with a 0.8% markct share (USD 12.4 million annual revenue);

(d) Kapchorua Tea Kcnya Plc with a0.6Yo market share (uSD 10.3 million

annual rcvenue); and

(e) Limuru 'fea PLC (Unilever) with a 0.1% markct share (USD 0.9 million

annual rcvcnue).

l2The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023)

1.2.2. Kenyan Tea in The Global Arena

9. The high quality of tea produced in Kcnyan tca factorics and production lacilities

meets global standards. 'fhe standards met by some Kenyan tea include: 'Ihe ISO

22000 cerlihcation, haz.ard Analysis and critical control Points (HACCP),

Rainforcst Alliance and Fair-'lrade liederation.



10. Some of the top five tea exporters in Kenya include: 1'he Kenya Tea Development

Agency Ltd. (KTDA), Kenya Tea Packers Ltd. (KE'|EPA), Unilcver Tea Kenya

Limited, James Finlay (Kenya) Limited and Eastern Produce Kenya Limited.

I.3. INSTITUTIONALFRAMEWORK

1.3.1. The Tea Research Foundation of Kenya (KTRF)

I l. The Tea Rcsearch Foundation of Kenya invcsts in the research and development of

new tea varieties. Such rescarch locuses on improving tea's flavor, color, taste, and

health-supporting attributes. l'his foundation has played a major role in scientific

devclopmcnt in the tca sector in Kenya. It surveys lbr pest and diseases with an aim

of safcguarding the likelihood ol'outbreaks ol new pests and disease problems.

F'ertilizer and general advisory surveillance are also done by the foundation.

1.3.2. The Kenya Tea Development Agency (KTDA)

l2.Kenya Tca Developmcnt Agcncy's predcccssor the Kenya 'fea Devclopmcnt

Authority, was established in 1964 by an act ol Parliamcnt as a parastatal chargcd

with the responsibility of developing and fostering the young and nascent small scale

tea growers' sector. 'l'he task of managing thc small-scale holder lies with the Kenya

'l'ea Development Agency (K'I'DA). It ovcrsccs the production and salc of most

Kenyan tca. In addition, KTDA also ovcrsccs Kenya's specialty tea production, an

increasingly important segment. Of all tea produced in Kcnya, KTDA membcrs

produce over 60Yo while thc rcst is produced by largc-scale produccrs.

1.3.3. Tea Board of Kenya (TBK)

l3.The Tea Board of Kcnya is a State Corporation in thc Ministry of Agriculture and

I-ivcstock Development cstablishcd by 'l'ca Act No. 23 of 2020 to dcvelop, regulate

and promote tea sub-scctor. 'Ihc Board is govcrncd by a Board of Directors

appointed by the Cabinet Secrctary in charge of Agriculture and Livestock

Development while day to day operations is directed by the Chief Executive Officer.

14.I-he main rolc of the Board is to guidc the devclopment, promotion, and regulation

ol the tca industry, to coordinate activitics of organizations in the tea industry, to

register tea factories and other opcrators in the industry, license tea manufacturers,

to promote best practices and standards along thc value chain, regulate the sale

import and export of tea, to devclop a national tca marketing strategy and to regulate

the salc import and export of tca.

1.3.4. East Africa Tea Trade Association (EATTA)

lrThe Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023)



15.The East African Tea Tradc Association is a voluntary organizalion bringing

togethcr'Iea Producers, Buycrs (Iixportcrs), Brokers, 'lca Packers and Warehouses,

all working to promote the best intercsts of thc Tea Trade in Africa. Currently,

mcmbership comprises over threc hundred companies extending across the East and

Central African borders. IIA1"|A mandated to promote and facilitate the interests of

all thc stakcholders in the tca trade in Alrica by creating an enabling business

environment gcared towards maintaining global standards and delivering tea

products to the customers in the most profitablc way.

1.4. OVERVIEW OF THE BILL

16.]'he Ilill amends the Interprctation section of the Act by introducing the term a

Special Economic T.oneinthc definition of both import and cxport. The Bill initially

defincd import and export of Tea to mcan "to bring tea or cause tea to be brought

into or to take lea or cquse to be taken out of Kenya cusloms terrilory, or an Export

Processing Zone. "

t7 .'Ihe Bill further amends the definition of Value addition to include the words "inlo

a packet or a container holding not more than ten kilograms ". The Act defined

value addition to mean improvements on made lea through packaging, blending,

Jlavouring, tea extracts, lea aroma and branding.

l8.In addition, the Bill introduces ncw dclinitions, which include-
..direct sales" means a contractual arrangcmcnt between a factory and an overseas

buyer or local buycr for thc sale of made tca bascd on mutually accepted terms and

conditions enforccable in law;

"direct sales overseas" means bulk tea sales exported dircctly by a tea factory to

an export markct;

"direct settlement system" mcans a banking facility provided by a commercial

bank regulated by thc Ccntral Bank of Kcnya for the clearing and settlement of tea

sales proceeds;

"green leaf' means lcal detachcd from tca plants but not dried or processed in

anyway and includcs purple lcaf'; and

"tea factory limited company" means a tea factory collectively owned through

shares by small scale tea growers.

l9.The Bill amends Scction 7 of the Act by deleting subsection (2) and substituting it

with a new subsection. The amendment seeks to correct a typographical error which

l4T'he Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023)



requires the Principal Secretary for I'reasury to be appointed by the Cabinet

Secretary through a notice in thc gazette. Thc Principal Secretary does not require a

fresh appointment since he is already in service.

20. The Bill further proposcs to amcnd Section 7(3) of thc Act by requiring the Cabinet

Secretary, while making appointments undcr paragraph (h), to take into

consideration the aspect of gcndcr balance. Paragraph (h) provides for thc

appointment of a representative for the tca farmcrs.

2l.The Bill also amends section 8 of the Act by deleting paragraph (d) and by adding

paragraph (h) to thc list. The section provides for the term of scrvicc of the members

of the Board.

22.'l'he Bill also amcnds Section 22($ of the Act by inserting the word factory.'l'he

purpose of the amcndment is to clarify on the appointing authority, which is the

factory board as opposcd to thc Iloard appointed undcr Scction 4 ofthc Act.

25. The Bill furthcr amends Scction 34 of thc Act to providc for the sale through either

direct salcs or auction. Currcntly thc Act providcs for the salc of tea to be done only

through auction. The Scction further provides lor all tea processcd and manufactured

in Kenya for the export markct to be registercd with the Board prior to exportation.

27.The Bill further amends Section 36 of thc Act by inserting a ncw Section 36A which

providcs for the process of direct sales. 'l'he Scction provides -

lsThe Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023)

23.The Bill amends section 3l of the'l'ea Act to introduce a new section 3lA which

rcquircs that tca brought into a Special Economic Zonc Enterprisc or an Export

Processing Zone to be declared to the Board in the prescribed form.

24.The Bill also amends Section 32(4) and 34 the Tca Act to remove the word limited

company so as to provide clarity on the application of thc scctions.'l'he section is

applicablc to all tea factorics as opposed to limitcd companics. Scction 32 provides

for thc Registration and remuncration o1 a tea broker, while section 34 provides for

management agent agreemcnts.

26.'l'he I ill also amcnds scction 36 of the Act to providc for sale through direct sale

and auction. The Bill further providcs that all tca cxports olfercd through dircct sales

shall bc rcgistered by the Board and shall be sold at prices above thc prcvailing

auction ratc. Irinally, thc Clausc dclcgatcs powcrs to the Cabinet secrctary to make

regulation on auction sales and establishment of auction ccntres in thc counties.



36A. (1) A licensed factory or any other entity representing growers may

undertake direct sales.

(2) The prices offered at the direct sales shall be competitive and shall

be sold at a price above the prevailing reserve price at the auction.

(3) If the teafetches a higher price at the quction than the direct sales

price offered, then the prospective direct sale buyer shall have pre-emptive

rights to purchase the tea at the auction price failing which the tea will be

sold to the highest bidder.

(4) The Cabinet Secretary shall, in consultation with county

governments, prescribe regulations for the procedure of direct sales of lea.

28.The Bill also amends the Act by inserting a new section 368 which provides for a

dircct settlement systcm. Thc clause provides that all sales proceeds shall be remitted

through the DSS. Thc clausc requires a Direct Settlement System provider to remit

tea sales proceeds to the tea growers and settle statutory charges, service provider's

fees and other liabilities within five working days from the receipt of the proceeds

ofsale oftea.

29.Thc section further obligates thc Cabinet Secretary to make regulations providing

for the operation of a Direct Settlement System and thc requirements to be met by

commcrcial banks that express an intcrest in thc establishmcnt of a Direct Settlement

System.

30.The Bill amends Section 37 of the Act to remove thc registration of green leaf

transports from the purview of thc Board to that of the respective county

governments.

Table l: Table comparing apportionmcnt of levies

APPORTIONMENT ACT NEW BILL

I']ricc stabilization 50% 40%

The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023) l6

31.'fhc Bill Amends Scction 53 of the Act by -
(a) pegging the rate ofthe levy at per kilogram as opposed to one pcr centum

auction value;

(b) cxempting from lcvy, spcciality and value-added tea packed into packets or

containers holding not more than ten kilograms; and

(c) revising the apportionment of lery as follows-



Irunctions ol thc IJ oard l5% 30%

'l'ca Rcsearch Foundation 20% 20o/o

In lrastructurc Devclopment t5% 10%

32.'fhe Bill amends Section 76 by transitioning asscts of the former Tea Board of Kenya

and the former Tea Research Foundation of Kcnya to vcst in the Board and the

F'oundation respectivcly.

1.4.1. Consequences of the Bill

33.'fhe llill will streamline the Tca market by introducing an altemativc channcl for

sale of tea othcr than by auction in ordcr to maximize sales and optimize price

realization. The Bill proposes to introducc direct sale of tea. Further the Bill
introduces the Direct settlement system which will ensure that the proceeds of sale

of tea by growers are directly transmitted to tea growers.

l7The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023)



CHAPTER TWO

2.1. OVERVIEW OF THE PUBLIC PARTICIPATION ON THE BILL

2.I.I. INTRODUCTION

34.Thc Committec pursuant to the provisions of Article 118 of thc Constitution and

Standing Ordcr 145 (5) of thc Scnatc Standing Orders, procccded to undertake

public participation on thc Bill. In this regard, the Committee published an

advertiscment in the Daily Nation and Standard ncwspapers on Tuesday, 2l't

Fcbruary, 2023 invitingmembers of thc public to submit written memoranda on the

Bill. Thc advcrtiscment was also posted on thc Parliamcnt wcbsitc and social media

platforms. A copy of thc advcrliscment is attachcd as (Appendix 3).

35.Additionally, the Committec sent invitations to five (5) key stakeholders inviting

thcm to submit thcir commcnts on the Bill. Thc Kcy stakeholders included -
Ministry oIAgriculturc and Livestock Devclopmcnt, Council of Governors (COG),

Tea Board of Kcnya (TBK), Kcnya Tea Dcvclopmcnt Agency (K'IDA) and

Agriculture and Food Authority (AFA).

36.1n responsc to the advcrtisemcnt and invitalions, thc Committce rcceived

submissions from a total of eightecn (18) stakeholders, while the detailed

submissions by stakeholders, organizcd clause-by-clause, are set out in a matrix

attached as (Appendix 4)

37.Oral and written submissions wcre also reccived from tcn (10) areas in six (6)

Countics: -

(l) Bomct County- Mogogosick Tca factory and Motigo Tea Factory

(2) Kericho County- Sosiot Girls High School and Kericho Golf Club

(3) Ilungoma County- Kimilili Boys High School

(4) Kirinyaga County- Kerugoya Catholic Church and Kianyaga Youth

limpowermcnt Centcr

(5) Nyeri County- Nyeri Cultural Ccnter

(6) Embu county- Manyatta Constituency and Runyenjes Constituency.

38.Additionally, copics of thc stakeholder submissions on the Bill are attached

collectively as (,4ppendk 5)

The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023) l8



2.2. SUBMISSIONS FROM STAKEHOLDERS AND COMMITTEE
RESOLUTION

2.2.1. Submissions on the Clause 2 of the Bill- Interpretation

39.Clause 2 of the Bill on Intcrpretation, Ekaterra'lea Kcnya PLC proposes that the

current amendment bill should not limit the dcf,rnition ol value-added tca to ten

kilograms because there are forms of value-addcd tea that are packaged in drums.

The Committee accepted this proposal.

40. The East African Tea Trade Association (EATTA) also proposcs rcmoving the

definition of "direct sales overseas" as it is redundant. According to thcir

submission, thc tcrms are alrcady dcfincd within the definition of "direct sales,"

making it unneccssary to havc two separatc dellnitions lor thc samc words.

4l.The Kenya Tea Growers Association (KTGA) proposcs that the dcfinition of

"value addition" should rcmain unchanged. According to K1'GA, limiting the

definition to a maximum of l0 kilograms ignores other types of value-added teas

that involve invcstments in value addition but may not be packaged as specified.

The Committee accepted this proposal.

42.The Kenya Tea Growers Association (KTGA) proposcs adding thc phrase "or its
appointed agent" aftcr the tcrm "factory" in ordcr to pcrmit factories to use agents

for direct sales.

The Committee accepted this proposal

43.The Kenya Tea Growers Association (KTGA) proposes rcmoving thc definition

for thc term "direct sales overseas" sincc it is alrcady defincd within thc definition

of "direct salcs."

The Committee accepted this proposal.

44. The Kenya Tea Growers Association (KTGA) recommends removing the tcrm

"professional" lrom thc definition of "management agent." KTGA argues that

this adjustment aligns with accepted business practiccs.

The Commitlee rejected this proposal, the provision is meant to ensure faclories

appoint persons who are qualified.
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45.The Kenya Tea Development Agency Holdings Limited (KTDA) proposes the

removal of the definition of "tea factory limited company" stated in paragraph (e).

Their argument is that the existing dcfinition of "tea factory" in Seclion 2 of the Act

is comprehensivc enough. KTDA wishes to keep this definition intact so that it can



be applied to all tea processing factories, rcgardless of whether they are owned by

small holders or other cntities

The Committee rejected this proposal since the distinction is important.

46. Murang'a Tea Factory proposes including the phrase "and which is not destined

for a produccr warehouse for auction purposes" in the dcfinition of the term

"export," right after mentioning "a spccial cconomic zonc enterprise or an export

proccssing zone."

The Committee reiected this proposal.

47. Murang'a Tea Factory proposes that the term "Tea Distribution Hub" refers to

the storagc of Kcnyan tca, whcther in proccssed or larger quantitics, in a foreign

country. The purpose is to sell the tca to local traders and packcrs within that country

lor domcstic sales or rc-cxportation.

The Committee reiected this proposal.

48.Murang'a Tea Factory also suggest the inclusion of the term "Direct Settlement

System provider," which is a financial or tcchnology scrvice organization

appointed through a contractual agreement between the organization and a tea

factory.

The Committee rejected this proposal. The Bill already defines DSS lo mean "a

banking facility provided by a commercial bank regulated by the Central Bank of

Kenyafor the clearing and settlement of tea sales proceeds;

49. The Tea Board of Kenya agrees with clause 2(b) but recommends removing the

term 'Enterprise' that follows the phrase'spccial economic zonc.'Thc aim, as stated

by TllK, is to ensure consistcncy with othcr applicable laws'

The Committee accepted the proposal to delete lhe word enterprise since it is

misplaced.

50. The Tea Board of Kenya agrces with clausc 2(d), but proposcs changing the word

'ten'to 'thrcc.' According to the I-ea Board of Kenya, this is necessary to ensure that

the dcfinition is consistcnt with the tcrminology commonly used in the global tea

industry.

The Committee rejected this proposal, the definilion is in the context used in the sub-

sector and the Kenya Standards 1927 on lea packaging

51. The Tea Board of Kenya agrees with clause 2(e) but proposes amending it as

follows: The term 'Direct settlement system' refers to a banking service offered by a

commercial bank rcgulated by the Ccntral Bank of Kenya for the purpose of clearing

The Tea (Amendment) Bill,2023 (Senate Bills No. I of 2023) ll0



and managing the proceeds from tea sales. The intcntion behind this amendment is

to bring clarity to the tcrm as it pertains to thc tea industry and to ensurc its alignment

with scction 36 of the'fea Act2020.

"direct settlement system" means a banking facility provided by a commercial bank

regulated by the Central Bank of Kenya for the clearing and settlement of tea sales

proceeds;

The Commitlee rejected this proposal. The definition that is provided is adequate.

52.The Tea Board of Kenya rccommcnds incorporating the tcrm "medium-scalc tea

growers" into thc definition of "tca factory limited company" in ordcr to enhance

clarity regarding its usage within thc Act.

The Commiltee accepted this this proposal for clarity

53. The Tea Board TBK is suggesting changes to thc dcfinitions of two tcrms as

follows:

A "small-scale tca growcr" is someonc who cultivatcs tca on a piecc of land that is

smaller than ten acres and supplics grcen leaves to a tea factory limited company.

A "medium-scale tea grower" is someone who cultivates tea on a piccc of land and

supplics green lcaves to a tca lactory limitcd company. 'l'his proposed amendmcnt

aims to bring clarity to thc usage of thcsc tcrms in the Act.

The Committee rejected this proposal. The definition that is provided is adequote

54. Bomet Tea Farmers propose amcnding thc dcfinition of a "Tea factory limited

company." 1'heir suggestion stems from the fact that thc rcvised definition restricts

its application solely to small-scale tea cultivators. Conscquently, they advocate for

retaining thc original definition stated in Section 2 of thc f'ea Act.

The committee accepted this proposal to include medium scale tea growers

2.2.2. Nlembership of Board

55.The Tea Board of Kenya (TBK) proposes that clausc 3 should include the

following provisions:

l. The Cabinet Secrctary should appoint mcmbcrs of the Board through a

transparent and compctitive process.

2. Thc namcs of the appointed individuals should be published in the Kenyan

Gazette and a newspaper that circulatcs nationwide.
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Publishing thc namcs of thc appointces serves the purpose of keeping the public

wcll-informed about thc appointmcnts. l'his measurc promotes transparency and

fairncss in thc recruitment process, minimizing thc possibility of biasncss and

fostering diversity and inclusion.

The committee rejected this proposal since the Kenya Gazette supersedes the

national dailies, therefore is no need of publishing in lhe national dailies.

56. EATTA suggests maintaining clause 3 in its original form. The proposed

amendment to clausc 3 eliminatcs thc requirement stated in the main Act, which

mandates the Cabinct Secrctary to appoint the Principal Secretary for National

'frcasury or a nomince chosen by the Principal Secretary through a notice in the

Gazctte. Additionally, the amendmcnt suggests removing thc need to consider

gcndcr, rcgional, and othcr diversities of the Kcnyan population when making this

appointmcnt. It is crucial that this appointmcnt continues to bc a public appointmcnt

in its current statc.

The Committee reiected this proposal since Principal secretary is already present

in the Bill.

57. EATTA also suggests that the Board should consist of a member from the

Independcnt l'ca Producers Association of Kcnya, ensuring their inclusion' This

association is rcsponsible for producing 90 million kilos oftea annually and provides

support to 210,000 farmers.'fhercforc, it is crucial to have their representation on

the Board.

The commitlee rejected this proposal. The farmers should be small scale and large

scale only.

58. The Tea Farmers of Momul Factory proposc thc removal of Clause 3(2) through

an amendmcnt. Their rationale is that the Cabinet Secrctary possesses greater

authority comparcd to the company's stakeholdcrs and dircctors'

The Commitlee rejected this proposal the amendment is meant to correct t a

typographical error.

2.2.3. Term of Appointment

59. KTGA proposcs removing the phrase "on account of good performancc" due to its

unclear and subjcctivc nature. The individuals nominated for the Board are already

accomplished principals within thcir respective organizations, which is why they are

being nominated in thc first Place.
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The committee rejected this proposal and resolved to leave the decision of

nominating on accounl of good behaviour and performqnce to the person

appointing.

60. EATTA proposes the removal ofthe phrase "on account of good performancc" from

the clause, as there is no clear standard to objectively define what qualifies as good

performance.

6l .The committee rejected this proposal. The proposal seems to be misplaced. The

Murang'a Tea Factory proposcs a revision to clause 4 of thc Bill, suggesting the

following rephrased version:

" All tea processed, manufactured and valuc added in Kenya lor the export markct

shall be registered with the Board prior to exportation."

2.2.4. Board of Directors of tea Factory limited

62.On Tea Imports, KTGA proposes inscrting the clausc " subjcct to the approval of

the Ministry of 'I'rade " immediatcly after thc phrase " in the prescribcd form."

Importation without restrictions is pcrmittcd within EPZ establishments. These

establishmcnts arc also cxempt from rcgulations imposcd by the 'l'ea Board of

Kenya, as per thc governmcnt's foreign tradc policy and the Export Processing

Zones Act. 'l'hereforc, thc dcclaration should only serve the purposc of providing

information to the board, ensuring compliance with the law and trade policics

conccrning EPZ operations.

The Committee rejecled this proposal. The provision is meant tofacilitate collation

of tea industry data andfor lhe purposes of monitoring local and global supply and

demand situation.

63.EATTA notices that the Tea Board's demand forEPZ enterpriscs to disclose tca

imports into the tiPZ goes against thcEl>Z Act and undcrmincs the advantagcs that

EPZs are uscd to. Section 29(D of Part VIII of thc EPZ r\ct states that EPZ

enterpriscs are exempt from quotas, restrictions, or prohibitions on import or cxport

trade, cxcept for firearms, military equipmcnt, or other illcgal goods. The Bill and

theEPZ Act conflict with each other, as IIPZs bcnefit from unrcstricted imports and

thus fall outside the jurisdiction of the'l'ca Board.

The Committee rejected this proposal. The purpose of the provision is to facilitate
collation of tea industry data and for the purposes of monitoring local and global

supply and demand situation.
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64.TBK suggests the rcmoval thc term'enterprise'appearing afterthe words'special

cconomic zones' to align the definition with other relcvant lcgislations.

The Committee accepted this proposal.

2.2.5. Registration of a tea brokers

65.KTGA suggests expanding thc requircmcnts for broker registration and imposing

limits on broker paymcnts to encompass the cntirc industry rathcr than just limited

companics (K1DA factorics). Altcrnativcly, clause 7(4) could bc modihed to state

that thc remuncration paid to a tca broker by a tea factory may bc subject to review

through Regulations, as deemcd appropriate. The proposcd provision should bc

outlined in Regulations to facilitate consultation with relevant stakeholders who may

be affected before detcrmining thc specilic amount. This approach, according to

KTGA, would also cnable prompt and cffectivc periodic evaluations of the

rcmuneration in casc of changing circumstances. It is recognizcd that the

rcmuncration should adequatcly cover thc cost of scrvice and the bencfits derived

from brokerage serviccs.

The Committee reiected this proposal

66. EATTA suggcsts that the scope of clause 32(4) in the Tca Act should be restricted

to thc Tca Regulations sincc it cstablishcs rcstrictions on the paymcnt amount for

service providcrs mentioncd in the Act.

The Committee rejected lhis proposal as it's importanl for lhe clquse to be retained

in the Act.

67.Rono, a farmcr hailing from Bomet County, suggests altering Clause 7 of the Bill

by removing it entircly, whilc emphasizing the importancc of keeping the phrase

"Limitcd Company" intact.

The Committee rejected this proposal. The amendment is meant to provide clarity

on the application of the provisions of Section 32 (4) as being applicable to all tea

factories and not only to teafactory limited companies (small holder teafactories).

2.2.6. Managcment Agent Agreement (Clause 8)

68.KTGA suggests keeping Section 34 (2) of the Act but limiting its scope to small-

scale factories operated by K'IDA and excluding privately owned factories. The

regulations, according to KTGA, should primarily cover specific issues such as the

contents of the management agreement, its duration, conditions for rcncwal, and

similar matters. Rather than imposing duplicate requirements on the entire industry,
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any perccived non-compliance within the afl-cctcd segment can be addressed by

improving the ovcrall monitoring of rcgulatory compliance by the Rcgulator.

The Committee rejected this proposal

69. KTGA also recommends removing the proposals listed in sub-clauses 4, 5, 6,'7,8,

9, and 10. Instead, they should be incorporated into the regulation or management

agreement as applicable. The Tea Board of Kenya can provide improved supervision

by implementing a regulatory requirement for reviewing and approving the

agreement. This measure will effectively address the concems or issues that these

requirements aim to resolve.

The Committee rejected this proposal

70. EATTA suggests that Sections 3a(3)(a) and 34(4) of the Principal Act need

additional modification concerning the payment of management agents. These two

provisions should be included in the regulations. Furtherrnore, the concems raised

are specific issues that can be appropriately dealt with by existing laws such as the

Companies Act, the Competition Act, and the Law of Contracts Act. These concerns

are also limited to a particular sector of the industry. Additionally, any perceived

non-compliance by the affected sector can be addressed by the Regulator through

improved monitoring of overall compliance with the law, rather than imposing

duplicated requirements that would apply to the entire industry.

The Committee rejected this proposal. Section 31 and 74 provides that the Cabinet

Secretary shall prescribe the procedure of registration and fees to be charged for
offe r in g s erv ic e s t hro ugh re gu I at io ns

71. According to EATTA, they propose that the Act needs additional modifications to

eliminate the obligation of presenting management agreements to the Board. In their

statement, they contend that the Tea Board of Kenya lacks the authority to scrutinize

contracts entered into voluntarily by cornpanies. They argue that enforcing such a

requirement, particularly through legislation, imposes limitations on the freedom of

contracts, which is safeguarded by the Law of Contract and the Constitution.

The Committee rejected this proposal. The purpose of this provision is to protect the

interest of growers.

2.2.7. Tea Sales (Clause 9)

T2.Ekaterra Tea Kenya PLC disagrees with clause 2 of the registration requirement

that mandates the registration of all teas prior to exportation. According to ETK, the

clause lacks clarity regarding whether the Tea Board will issue a license or if there
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will be an additional registration for each tea meant for export. The feasibility of

such a process is also uncertain, particularly concerning physical inspections or

other forms of verification. Currently, all tea produced for export is already

registered with the relevant government authorities, including the Kenya Revenue

Authority. ETK firmly believes that introducing another goveming body could

result in increased bureaucratic procedures and additional expenses, potentially

rendering the tea production process unsustainable'

The Committee reiected this proposal.

collation of datafor proper planning.

73.KTGA acknowledges that the proposal

practice.

The purpose of the registration is for

is acceptable and aligns with current

The Committee noted this comment.

74.Mr. Rono suggcsts amending clause 9 by removing 344 1(b), thereby eliminating

direct sales. By allowing direct sales, he argues that it would be equivalent to openly

endorsing questionable practiccs.

The Committee rejected the proposal and Direct sale is meant to offer alternative

avenue of selling tea which will increase competitiveness'

75.Mr. Erick Kimutai Langat proposes keeping clause 9 unchanged. Factories had

prcviously attempted to advocate for in the Tea Act 2020 but were unsuccessful'

The Committee rejecled this proposal. Direct sqles are meant to offer alternalive

cNenue of selling coffee which will increase compelitiveness and maximize sqles and

opt imize pr ice re al izat ion.

76. Mr. Alfred Njagi has proposcd that clausc 9 should remain unchanged'

The Committee accepted this proposal. Direct sales qre meant to offer alternative

ovenue of selling coffee which will increase competitiveness and maximize sales and

opl imize pr ice re a I izat ion.

2.2.8. Auction Process

77.KTDA is proposing an amcndmcnt of Clausc l0(2Xb) in order to make the use of

managcment agents mandatory in the auction proccss. According to KTDA, the

involvcment of managemcnt agcnts would improve farm managcmcnt practices"

enable stronger negotiation positions, and provide access to ncw and favourable

markets. By utilizing professional management services, farmers would have

control over operational costs, increase productivity, enhance tea quality, and
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ultimately achieve higher profit margins, resulting in economic sustainability.

KTDA argues that the current provision in thc proposed amendment of the Tea Act

2020 imposes significant cosls on farmers. 'lhe exclusion ol management agents

during direct sales by tea factories would negatively impact the tca market, placing

farmers at a disadvantage. Farmers would bear the burdcn of risks and expenses,

leading to a rcduction in their earnings.

The Committee rejected this proposal. To provide clarity on the application of the

provisions of Section 36 (2) as being applicable to all teafactories and not only to

lea factory limited companies. The purpose of barring management agents is to

protect growers from being exploited and also reduce the cost ofproduction.

Auctions to remain in Mombasq. No management Agents in the Auction

78. Bomet Tea Farmers proposes a change to Clause l0(2)(b) by adding the option of

Participation through management Agents. 'l-hey arguc that involving managcment

agents would improvc farm management practiccs, enablc bettcr negotiation

posilions, and provide access to ncw advantagcous markets. 'fhercfore, they believe

that companies should have the frcedom to decide whethcr they want to sell directly

or through management agcnts.

The Committee rejected the proposal. The Committee reiected this proposal. The

purpose of baruing management agents is lo prolect growers from being exploited

and also reduce the cost ofproduction.

79.Momul Tea Factory Co. Ltd. proposcs an amendment to Clause l0(2)(b) to
incorporate the involvement of management agents in the participation process. The

factory's directors' exprcss conccrns that implcmenting this change and

discontinuing the use of the KTDA brand name could have repercussions on the tea

sales. They emphasize that KTDA is recognized globally as a well-established tea

brand with establishcd markcts.

The Committee re.iected the proposal. The purpose of barring management agenls

is to protect growersfrom being exploited and also reduce the cost ofproduction.

80.Erick Kimutai Langat proposcs the completc removal of clause l0(2)(b) as an

amcndment. IIe asserts that factories dircctly sell their tca at the Auction without

involving KTDA, making the amendmcnt redundant.

The Committee rejected the proposal and Neither the Act or the amendment is

advocatingfor use of agents.
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8 I . Bomet Tea Farmers proposc amcnding clause l0(2)(c) and (d) by rcmoving them,

whilc kceping Sections 36(5) and (6) intact in thc'fca Act. The farmcrs believe that

the suggested changcs will diminish the advantages they currently have, as they

receive payment by the 5th of each month. Consequcntly, this could lcad to disarray

with paymcnts bcing madc on dilferent days for each farmcr'

The committee rejected this proposal DSS is meqnt to ensure that the due proceeds

from tea sales are paid promptly to the tea producers

82. KTDA arc against thc rcmoval of Scction 36 (5) and (6) from the payment

regulations rcgarding tea procccds. 'l'hcy believc that this proposed change will

diminish the advantages the larmcrs have previously experienccd' KTDA is

committcd to cnsuring timcly paymcnts to thc growcrs. Initially, payments to

farmers wcre made in thc third wcek of each month, but now they are made by the

fifth day of the month, a changc that farmcrs highly value. Introducing separate and

individual paymcnts on differcnt days will cause disagreements and conflicts.

The Committee rejected this proposal. DSS is meant to ensure that the due proceeds

from tea sales are paid promptly lo the tea producers

g3.COG proposc revising Scction l0(8) as follows: "ln consultation with the Council

ofGovcrnors, the Cabinet Sccretary shall cstablish rcgulations or procedures for tea

auction salcs." Duc to thc implementation of thc Integrated Tea Trading System,

thcre is no longer a necd to dccentralizc the auction process by setting up auction

centres in tca-growing countics. The digitalization of the auction has enhanced thc

efficiency and transparcncy olthc tea industry while reducing thc duration of trade

cyclcs and administrative expcnscs. As a result, produccrs and farmcrs at the farm

levcl have experienced incrcased incomcs. The Council of County Governors

(COG) scryes as a platform for consultation among County Governmcnts.

The Committee accepted this proposal to delete subclause 8. Regulation of conduct

of tea auction is providedfor under Section 74(h).

84. Ekaterra Tea Kenya PLC, proposes the removal of the newly introduced

subscction 8, which proposcs thc establishment of auction centrcs in counties where

tca is grown. ETK argues that this provision lacks clarity regarding the framework,

critcria for selection, and its potcntial impact on the widely uscd Mombasa Auction.

Creating multiple auction centres in various tea-producing countics will result in

increascd costs and inconvcnicnce. Morcover, this decentralized approach will

compromisc the economies of scale and compctitiveness that a centralized auction

system provides.
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The Committee accepted then proposal. By having a centralized auction, farmers
will benefit on the economies of scale.

85. The Bomet Tea Farmers are proposing an amcndment to clause 10(8) by deleting

the proposed amendment. 1'hey argue that duc to the implemcntation of an integratcd

tca trading system that digitizcs thc tca auction proccss, there is no longer a need to

creatc auction centrcs in tea-growing countics as a mcans of decentralization.

The Committee accepted then proposal. By having a centralized auction, farmers

will benefit on the economies of scale.

The Committee accepted then proposal. By having a centralized auction, farmers

will benefit on the economies of scale.

87.Momul Tea Factory CO. LTD proposes thc delction of Clause l0(8) through

amendmcnt. They argue that implementing separate regulations for various tea-

producing counties in Kcnya will negatively impact the market's appeal, potentially

causing buyers to migrate to Tanzania.

88.Mr. Erick Kimutai Langat proposes an amcndment to Clausc l0(8) by removing

thc proposed amendmcnt. Hc contends that since 95Yo of Kenyan 'fea is sold

overseas, having an Auction centrc locatcd at thc Coast would be advantageous for

buycrs. If the ccntre is movcd away from the coast, it may lcad buyers to seck

alternativcs in Tanzania.

The Committee accepted then proposal. By having a centralized auction, farmers

will benefit on the economies of scale.

89. Farmers from the Gathuthi Tea Factory proposc a modification to Clause l0(8)

to involve the incorporation of tea factories' input through a consultative proccss.

The committee resolved to delete the clause

90. The Murang'a Tea Factory suggcsts including the phrase "or through an clectronic

auction systcm" right after the statcmcnt "'l'ea processed and manufactured in Kenya

for thc cxport markct may be oflcred for salc at thc tca auction floor." 'l'hey also

The Tea (Amendment) Bill,2023 (Senate Bills No. I o/2023) lle

86. Mr. Seth Agala, a tca growcr, proposcs the removal ol thc newly introduced

provision in the proposed amendment bill, Clause l0(8). He argues that the

establishment of auction centres will raise business expenses for buyers, potentially
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establishcd.
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The committee resolved to delete the clause.

91.TBK supports thc concurs with the amendmcnt but suggests incorporating the

amcndments proposed in Section 34(A) with thc following wording:

(11) Atl Tea processed and manufactured in Kenya shall be traded through:

(a) The auction; or

(b) Direct sales:

(2) All tea processed and manufactured in Kenya for the export market must be

registered with the Board before being exported'"

The committee rejected this proposal, the intention of the clause is to regulate

the sale of KenYan tea.

92.EATTA proposes removing thc word "not" from clause l0(2xb), which would

allow tea lactorics to participate in an auction cither independently or through

managcmcnt agents. 'fhcir argument is that this changc would grant tca factories the

frecdom to choose how they participate in the auction'

The Committee reiected this proposal. The purpose of barring management agents

is to protect growers from being exploited and also reduce the cosl of production.

g3.Furthermore, EA'ITA opposes the establishmcnt of auction centers in tea-growing

countics. They claim that having a centralized auction that includes all tcas from the

region offers cconomies of scalc, resulting in reduced auction selling costs for the

producers. It also providcs convcnience to buyers who need casy access to different

origin teas when blending them.

The Committee agreed with the EATTA and resolved to delete clause l0(8)

94.Mr. Alfred Njagi proposcs the removal of clause l0(8), arguing that it is

unneccssary. IIe contends that factorics directly sell their tea at the Auction under

their own names, without involving K'|DA.

The Committee accepted this proposal. Direct Sales of Tea/Tea Proceeds.
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96.They argue that implemcnting the DSS would require additional expcnses, such as

establishing a secretariat to provide services. Under the DSS, tea growers would

need to open and maintain accounts whcre proceeds from tea sales would be

deposited to recover advance paymcnts. 1'his process carries the risk of losing

moncy during currency exchange and incurring interest charges since tea is sold in

dollars and banks compcte for cxchange ratcs. Thc currcnt interconnectcdness and

bencfits cnjoyed by smallholdcr tca factories, such as economics of scalc,

borrowing, and dcposits, would be lost with the introduction of the DSS. K'[DA's

treasury management ensures prompt payment to growers through good deposit

rates. Thesc amcndments would undermine the aggrcgation model that has

supported small-scale tca farmcrs lbr years, which guarantees timely payments

regardless of factory cash flows. Disrupting this arrangement would lcad to high

levels of farmer dissatisfaction. KTDA belicves that thc proposed changes create

loopholes that could be exploitcd to thc detrimcnt ol farmers in thc sector. They also

highlight thc negative impact of the DSS on thc colfce trade and cmphasize thc need

to prcvent similar disruptions in the tca sector.

The Committee rejected this proposal. The receiving banks will offer the secretarial

services. Further, the farmers accounts do not necessarily need to be in the

mainstream bank but can also be Sacco account.

97. KTGA argues that Clause 36r\, which pcrtains to procedurcs for direct sales, should

be rcmoved becausc it limits trade. KI'GA belicves that eliminating the clause would

promote frcc tradc. Altematively, thcy suggest that direct sales contract ncgotiations

lasting over three months could bc bascd on the avcrage sale price over a historical

period, while weckly spot offcrs could be determined by the weekly auction top

hammcr price for any gradc.

The Committee rejected this proposal. There is a need to provide for safeguards

g8.Regarding Clause 368, KI'GA contends that a distinction should be made between

industry players, such as KI'DA, and othcr private produccrs/players, and

appropriate measures should be implernented by thc Rcgulator to addrcss any issues.

According to KTGA, this proposal would be impractical due to several reasons.
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95. KTDA opposes the inclusion ofthe Direct Scttlcment System (DSS) in the proposed

Section 368 due to concerns about increased bureaucracy and financial burdens for

tea farmers.

The Committee rejected this proposal. There is need to ensure that farmers receive

their dues promptly and without intermediaries.



Firstly, requiring all teas to be prcsentcd at the Auction floor for price assessmcnt

would result in increascd logistical and administrativc costs and marketing

incfficiencies. Secondly, il forward contracts are entered into and thc market

cxperiences price fluctuations, it would be impossible to adjust the terms of the

dircct sales agreemcnts accordingly. Rctroactively administering pricc changes

would also bc impractical, and projecting future contract prices is not feasible.

The Committee reiected tltis proposal. Clause j6 B provides for remittance of sales

proceeds through the DSS.

99.K';GA asserts that the compctitiveness of tea prices in direct sales is achieved by

mceting the spccific requircments of buycrs and ensuring that producers' costs are

adequatcly covercd for busincss sustainability. Profitability is crucial for any

business, and it cannot be assumcd that produccrs would willingly scll teas at prices

lower than the best possiblc oncs. Thcy arguc that previous attcmpts to stipulate

prices at the Auction in 2021 were unsuccessful, so price stipulation should be

avoidcd, and market factors should determine prices. This approach would

cncourage competitive business practiccs and cnsure sustainability and profitability.

The Committee accepted this proposal and resolved to amend the Bill to make the

provision only applicable ro Limited tea factories that are owned by small scale and

medium scale farmers.

100. KTGA emphasizcs that producers should have the freedom to sell their tea at an

appropriate or selfsct price. 1-hcy argue that imposing such stipulations would

rcstrict free trade and put Kcnyan producers at a disadvantage compared to

producers in other rcgions. KTGA also points out that other countrics do not impose

minimum pricc rcquiremcnts for direcl salcs. Furthcrmorc, the proposal assumes

that all tea sales procecds benefit smallholdcr farmcrs whose leaf is processed by

KTDA (MS). Howcver, there arc produccrs who operate their own estates with

consolidated opcrations and intcrnal financial practices. KTGA argues that the

proposal is overly intrusivc and impractical, considcring thc diverse financial and

statutory practices of private industries.

The Committee accepted this proposal and resolved to amend the Bill to make the

provision only applicable to Limited tea factories that are owned by small scale and

medium scale farmers

l0l. EATTA proposes the rcmoval of clauscs (3) and (4) from the new clause 36A'

'Ihey argue that including the clause about the direct sale buyer's pre-cmptive rights

to purchase the tea at the auction price is confusing because pre-emptive rights refer

to the right ol first refusal, which is not thc intended meaning. It is uncommon for
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tea to be offered both in an auction and as a dircct sale simultaneously. Furthermore,

this clause is not practical when producers have already entered into forward

contracts with buyers.

102. EAT'fA also argues that the proposal lbr a dircct settlement schcme lacks clarity

rcgarding its intcndcd bcneficiarics and intcrl-crcs with the frcedom of contracts.

'l'hey highlight that IIAT'|A alrcady has a tca sales collcction account with two

banks, Stanbic Bank and Ilquity Bank. Produccrs can choose to be paid through the

bank or directly by the broker. Currently, EATTA has established minimum

requiremcnts for any commcrcial bank intcrested in pa(icipating in the systcm.

'fhereforc, if the Cabinet Secrctary is rcquired to crcate regulations for the operation

of a Direct Settlemcnt System, it raises qucstions about thc continuation of the

existing systcm. The purpose of introducing anothcr payment system is unclear, and

thcre may be challenges in implementing it. As a significant participant in thc tea

valuc chain, EAI'TA believcs it should be consulted during the formulation of

regulations for thc Direct Seltlemcnt Systcm by thc Cabinct Secretary.

The Committee rejected this proposal. Farmers have for the longest time been

exploited by brokers. The purpose of this provision is to ensure farmers are

protected and that they receive the proceeds of their sales directly and promptly.

I 03. 'l'ea producers who arc not 'fea l.'actory l-imited Companies havc obligations that

could be disrupted by the imposition of thc settlemcnt schcme.

The Committee rejected this proposal. These obligations will be presented to the

DSS Provider so that they can be deducted before the money is disbursed to the

farmers.

104. Ekaterra Tea Kenya PLC exprcsses its support for the amendmcnt that

introduccs direct salcs, but it strongly opposcs thc regulation ofdirect sales priccs.

1'he company belicvcs that imposing additional conditions as stated in subscctions

(3) would lead to unfair rcgulation within a frcc market economy.

According to their argumcnt, Sections 36 (2), (3), and (4) inlringe upon the right of

freedom of contract. 'fhcy asscrt that oncc a contract is established, it binds both

partics, and any pricc changcs would requirc mutual agrccmcnt. 'Ihcy claim that

introducing such a system would create uncertainty. Additionally, they argue that

buyers would not be willing to purchasc tea at a higher price than what was agreed

upon in the contract. 'fhcreforc, any rcgulations rcgarding direct sales should only
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be applicable to thc Kenya Tca Dcvelopment Agcncy (KTDA) and not to large-scale

tea growers.

The Committee accepted the proposal

105. Furthermore, thcre is a lack of clarity rcgarding who will determine the reserve

price and whether teas designatcd for direct sales must still go through the auction

to determine ilthe sale price cxceeds the rescrve pricc'

The Committee accepted this proposal.

106. Ekaterra Tea Kcnya PLC opposcs the implementation of thc dircct settlcment

system and suggests that it should be limitcd to KTDA factories ralher than being

applicable to every company in the value chain. They argue that this provision would

excessively interfere with the opcrations of private companies, as they may be

requircd to disclose thcir trade secrcts, contracts, and other proprietary information'

Ekaterra 1'ea Kenya PLC is concemed that its obligations will be affected by the

imposition of the Direct Scttlcment System (DSS)'

The Committee reiected this proposal.

107. KTDA proposcs the inclusion of thc following provisions in clause I l: "Rules

and regulations pertaining to the safety of food, marketing obligations, and labeling

criteria." Moreovcr, they arguc that it should bc considcred an offcnse if an

individual fails to adhcre to thesc specilied requirements. According to K'IDA, these

suggestions involve additional modifications that wcre not originally incorporated

into the Bill.

The Committee reiected this proposal. Details of how the direct sale will be

undertakenwill be providedfor in the regulations'

l0g. In relation to the DSS, K'lDA recommends a proposition for establishing a

rcgulatory body rcsponsiblc for conducting regular inspections and audits of the

direct scttlemcnt systcm. Thc aim is to guarantcc compliance with legal and

regulatory prcrequisitcs, as well as to identi$ potential risks and vulnerabilities.

Their intention behind this proposal is to introduce ovcrsight measures that

safeguard growers' eamings from risks and ensure the safety and effectiveness of

paymcnt systcms.

The Committee rejected this proposal because one of thefunctions of the board is

to coordinate activities of persons and organizations within the tea sector.
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The Committee rejected this proposal. Farmers have for the longest time been

exploited by brokers. The purpose of this provision is to ensure farmers are

protected and that they receive the proceeds of their sales directly and promptly.

I I l. Seth Agala, a tea grower, proposcs a revision to Clause I l-368 (l) through the

act of removing certain elements. According to him, if the Direct Settlement System

(DSS) is implemcnted for all scrvice providers along with deductions made at the

source, there is a possibility that farmcrs will cxpericnce delays in recciving their

payments.

The Committee rejected this proposal. Sales proceeds from either direct sale or

auction will be promptly deposited ,o DSS which will in turn effect the

disbursements.

ll2. The Momul Factory tea farmers from propose a modification to Clause 1l-368

(l) by deleting it.

The Committee rejected this proposal. Farmers have for the longest time been

exploited by brokers. The purpose of this provision is to ensure farmers are

protected and that they receive the proceeds of their soles directly and promptly.
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109. The Murang'a Tea Factory recommends the inclusion of the expression

"contractcd through a lcgally binding agreemcnt" dircctly following the phrasc "A

licensed factory or any other entity." 'l'hcy propose thc elimination of the phrase

"representing growers" right belorc the phrase "may undertake direct sales." They

have also submitted a proposal to removc clause ll(3) and insert the phrase "tea

factories and relevant tca associations" immcdiately aftcr the phrase "'l'he Cabinet

Secretary shall, in consultation with county govemments." Additionally, they

suggest substituting thc term "tca growcrs" with "tea factorics." Furthermore, thcy

proposc the addition of the phrase "'l-his shall not apply in case of a prepayment

made to the factory by a buyer whose procceds shall be processcd and made

availablc to the factory within onc day." 'l'heir rcasoning is that it is impractical and

should await thc development olrcgulations.

The Committee rejected this proposal.

110. Bomet Tea Farmers is advocating lbr the amendmcnt of Clausc I l-368 (l) by

removing it. 'l'hcy arguc that thc implcmentation of thc DSS (Direct Settlcmcnt

System) would rcsult in an exccssivc amount ol bureaucracy and impose an cxtra

financial burden on the farmers in tcrms of administrativc costs.



I13. Erick Kimutai Langat proposcs removing Clause 1l-368 (1) as he believes that

thc inclusion of thc clauie it unn.."t.ury. FIis argument is based on the complexity

of implemcnting the DSS due to thc involvement of various stakeholders.

The committee reiected this proposal. Farmers have for the longest time been

exploited by brokers. The purpose of this provision is to ensure farmers are

protected and that they receive the proceeds of their sales directly and promptly'

114. TBK disagrees with clause ll(1) because the term "any other entity" is not

clcarly defined in the Tea Act. This lack of definition could introduce ambiguity and

confusion, allowing thc salc of tcas to cntitics that arc not specifie d or rcgulated by

thc 'l'ea Act. Conscqucntly, this situation may result in conflicts of intercst.

The Committee accepted this proposal

ll5. 1BK agrees with sub clausc 2 but proposes an amendment to state "the prices

provided for direct sales should bc competitive and highcr than the currcnt auction

pricc for similar tea on the exact auction date." TBK believes this amendment will

guarantee fairness and promotc compctitive pricing in the direct sales process.

Additionally, it will ensure that tca produccrs reccive better prices than the existing

reserve pricc set during the auction.

The Committee rejected this proposal. The proposals are olready captured in the

bill.

I 16. TBK proposes the addition of a new clause, 2A, which states that

',All direct sales forward contracts must specify quantities, while leaving the

determination of prices to lhe prevailing auction prices as outlined in Section

36A (2)'According to TBK, this addition will ensure fairness and promote

competitive prices in forward contracts executed through the direct sales

channel.

The Committee reiected this proposal.

ll7. TBK disagrees with subclausc 3 arguing that granting pre-emptive rights to

buycrs poses a risk of stifling competition during auctions'

The Committee accepted this proposal.

I 18. Additionally,TBK opposes subclause 4. Their reasoning is based on the fact that

tea is predominantly an export crop, with 95%o of the tea produced being destined

for international markets. They argue that intemational trade falls under the purview
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of the National Government in accordancc with the Fourth Schedule of the

Constitution of Kenya 2010.

The Committee rejected this proposal. Agriculture is a devolved function. The

counties will protect the economic interests of farmers especially the small-scale

farmers who are based in the counties.

2.2.9. Registration of Commercial Green Leaf Transporters

I19. KTDA proposes a thorough examination of the proposed provision to address

the lack of consistency with other laws. KTDA claims that the proposed change

replicatcs responsibilitics by mandating both thc Tca Board of Kenya and the

County Govemment to register commercial transporters of green tea leaves.

Moreover, it conflicts with the role assigned to the fea Board of Kenya as outlined

in Section 5(e) of the Tca Act, 2020. Addirionally, the counties will be responsible

for sctting differcnt rates of levies, which could potentially result in increased

liccnsing costs.

The Committee rejected the proposal and resolved to leave the issuing of licenses to

the County Government since Agriculture is devolved and also include the

requirement of specific counties passing County legislations for registration of Tea.

The committee further resolved to amend Section 5(1) (e) of the Act to align the

provision with the amendmenl.

2.2.l0.Establishment of Tea Levy

l2O. KTDA opposcs the ncwly proposcd tca lcvy and suggests removing the entire

amendment in section l3(a). K'IDA argucs that the introduction of a fixed lely of

Ksh.3.85 pcr kg will result in a genuinc increasc in costs fbr small-scale tea farmers

who sell thcir produce at the Auction. KTDA asserts that instead of using the levy

for this purposc, the governmcnt should focus on lowcring the priccs of agricultural

inputs to support the tea industry.

The Committee accepted the proposal to amend the levy from 3.85 shillings to 2

shillings.

l2l. The proposed amcndmcnt secks to reducc thc allocalion for price stability from

50%o lo 40Yo and incrcasc the allocation for the'lea Board from 15% to 30%;o.

Additionally, it suggcsts lowcring the allocation for infrastructure in the tca scctor

from l5%oto l0o/o. The allocation for tea research remains unchangcd ar20yo. KTDA

argues that with 70oh of the levy going to the 'lca Iloard of Kenya and the Tea

Research Foundation, this subsidization of govcrnment organizations will be costly

for tca growcrs. KTDA believes that since tea rcsearch is a national function, it
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should bc fundcd by the National Govcmment. 'l'his amcndment would also put

factorics at a disadvantagc as thcy arc alrcady using a portion ofthcir carnings for

road maintenance.

The Committee rejected this proposal but resolved to amend clause l3(d) to provide

that the money that are apportionedfor infrastructure development will be remilted

to tea producing counties as a conditional grant.

122. 'fo address these concerns, KTDA proposes dcleting clausc 13 I and replacing it

with a new provision that establishes a Fund Management Committec responsible

for overseeing infrastructurc devclopmcnt in the tea subsector. 'l'hc committee

should include representation from thc rcspective county's tea factory. KTDA

suggests this change to ensure accountability for the Tea Lcvy. They emphasize the

importance of transparency by introducing a fund management committee with tea

factory representation and thc creation ofseparatc accounts for the lcvy funds.

The Committee rejected this proposal but resolved to amend clause l3l(d) to

provide that the money that is apportioned for infrastructure development will be

remitted to tea producing counties as a conditional grant.

123. COG proposes a rcvision of Section 13 I to state the following

(b) ten per centum shall be applied by lhe Board in the furtherance or exercise

of anyfunclion or power of the Board.

(d) thirty per centum shall be remitted directly to the tea growing counties to be

appliedfor infrastructure development in the tea subsector on a pro rata basis.

The Committee rejecled this proposal but resolved to amend clause 131(d) to

provide that the money that is apportioned for infrastructure development will be

remitled to tea producing counties as a conditional grant.

124. According to COG, this change is necessary to align the Act with Part 2 sections

I and 7 of thc Fourth Schedulc to the Constitution, which states that County

Governments are responsible lor the development and regulation of agriculture. In

ordcrto adequately fund the countics forthis purpose, wc suggestthat 30% of the

levy bc disburscd dircctly to thcm for the dcvelopment of the tea scctor.

The Committee reiected this proposal.

125. KTGA suggests initiating thc quantum (kg) lcvy at Kshs. 1 per kilogram of tea

produced, with a gradual improvcment based on the budgetary necds of TBK and

TRF. They contend that whilc a quantum-based levy is acceptable, the proposed
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amount of Kshs.3.85 is too high and will adverscly affect thc earnings of small-

scale farmers, a vital group the Bill aims to support.

The Committee accepted this proposal to lower the levy to two shillings per Kilo

126. KTGA proposcs reallocating 20%o of the lely towards enhancing and

maintaining tea catchment road nctworks that arc currently unclassified. Of this,

20% would directly bcnefit the tea-growing counties, whilc the remaining 80%

would be allocated to'lea Roads Management Committees (TRMC) consisting of
tea stakeholders within specific gcographical zoncs, similar to the former Cess

Committees.

The Committee rejected this proposal. But resolved to amend clause l3(d) to provide

that the money that is apportionedfor infrastructure development will be remitted

to tea producing counties as a conditional grant.

127 . Additionally, KTGA suggests reducing the allocation to TBK from 40o/o to just

l\Yo. They argue that the practicality of price stabilization, as stated in the FAO

report, is doubtful and has provcn to be unfeasible in previous attempts. Instead, the

focus should bc on aiding smallholder farmers in replacing their unproductive tea

bushes with more productive cloncs. KTGA proposes allocating lUYo of lhe 40%o

designatcd for TBK, and only bcneficiarics of the income stabilization schcme

should contribute to the amounts applicable to the income stabilization program.

128. Ekaterra Tea Kenya PLC opposcs the imposition of a lcry at the suggcsted

ratc of Kshs. 3.85 per kilogram of bulk-exportcd tea. They point out that thc

prcviously suggested tea levy, which was supposed lo be lo/o of the auction values

for tea sales was halted by the Court. Furtherrnore, thcy believe that implementing

a levy based on the weight (in kilograms) is excessivcly high and an extra expense

that could jeopardize the compctitiveness of Kcnyan tca.

129. EATTA recommends a reconsideration olthc current lery rate of 3.85% per

kilo, stating that it is exccssively high. 1'hey support thc idca of implementing a levy

bascd on thc weight of tea (kilograms), but believe that a more reasonable rate would

be I Kcnyan Shilling (Kshs) per kilo. 1'hey suggest that regulations should bc

established to provide additional guidance on thc budgetary rcquirements for thc

Tea Board of Kenya (TBK) and thc'Iea Rcsearch Institute (TRI').

The Committee accepted this proposal to lower the levy b neo shillings per Kilo
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130. Regarding thc allocation of the levy funds, EATTA proposes thc lollowing

distribution: 4O%o to the ]'BK, 40%o lo the 'l'ca Rescarch Institute, and20Yo to be

shared among thc county government, 'fea Roads Management Committee, and

Mombasa County, wherc thc'Iea Auction is locatcd'

The Committee reiected this proposal.

131. EATTA argucs that rclying solely on price stabilization as a means of

compensating margins is not sustainablc. Therefore, they suggest that 40% of the

levy should be allocated to the TBK to cover their operational expenses' They

emphasizc thc importancc of rcsearch for the industry's long-term viability and

propose allocating 40% of the funds to thc Tca Rcsearch Institutc.

The Committee reiected this proposal.

132. EAT'IA also suggests granting the Tea Research Institute autonomy and

scparating it from thc Kenya Agricultural and Livcstock Rescarch Organization

(KALRO) by establishing its own governance structure'

The Committee rejected this proposal. The Section that is proposed to be amended

is not within the areas that are proposed to be amended by the Bill.

133. As for thc remainin g20% of the lcvy, EATTA rccommends dirccting it towards

infrastructurc development. l'hey proposc thc following breakdown lor its

distribution: l5Yo to the county govcmmcnt for the improvement and maintenance

of tca catchment road nctworks in tea-growing countics, and 80% to 'I'ea Roads

Management Committecs (TRMC), which consist of tea stakcholdcrs in specific

gcographical zones or regions, similar to the former Cess Committees. IlAl'TA

further suggests allocating a portion of thc lcvy to Mombasa County, where the Tea

Auction is located, to enhancc road infrastructure and ensure timely transportation

of tea to thc market. Thcy draw a parallcl to thc practice of allocating royalties to

counties wilh oil extraction as a precedcnt.

The Committee rejected this proposal.

2.2.1l.Transfer of Assets And Liabilities

134. KTDA proposcs including movable assets in the clause. With this, it will

guarantce that the Board and Foundation, respectively, possess all movable assets

belonging to thc formerTBK and the Tea Research Foundation'
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2.3. GENERAL COMMENTS

2.3.1. Tea Farmers of Momul Factory

135. They submit that'l'ea Amcndmcnl Bill of 2023 failed to adhcre to the provisions

outlincd in the Articles of Association of thc Company, which require that it be

formally prcsented to the farmcrs within 2l days and in a language that they can

comprchcnd effectivcly. 1'his oversight resultcd in a lack of timely communication

and comprehcnsion, prcvcnting thc farmcrs from fully understanding the

implications and contents of the bill.

136. In order to accurately rcflect the objectives ol thc proposed legislation, the

propose that it is necessary to amend thc long titlc o1 thc Ilill. The reviscd long title

should cxplicitly include thc establishmcnt of a new tca factory, cmphasizing the

intention to promotc growth and dcvclopmcnt within the tea industry.

137. They note onc of thc contcntious proposals within the Ilill suggcsts rcjecting the

requircment to pay at lcast fifty pcrccnt of thc paymcnt due lor grcen leaf delivered

evcry month. 'l'his proposal undennincs thc financial stability and livclihoods of the

farmcrs who rely on thcse paymcnts to sustain their agricultural activities. It is

crucial to acknowledgc thc importance of fair compcnsation and rcject this proposal

in order to protect the well-being of the tea farmcrs.

138. Another concerning aspect of thc Bill is the provision that allows the

appointment of a cabinet secretary without propcr consultation with the tea farmcrs.

This lack of consultation undermines thc principles of dcmocratic dccision-making

and disregards the input and expertisc of thosc directly involvcd in the tca industry.

It is esscntial to reject this proposal and cnsurc that thc opinions and interests ofthc

tea farmers arc taken into account when making significant appointments and policy

decisions.

2.3.2. Submissions from the County Assembly of Bungoma

139. 1-hey proposcd that in order to safeguard tca growcrs from thc harmlul praclices

of cartcls, it is crucial to enhance the cxisting provisions stated in Clause 34,.{, which

conccrn the auctioning or direct selling of 1ea. By introducing supplcmentary

measurcs, wc can cffcctively safcguard thc rights of tca growers and establish a fair

and compctitive markct.

l4O. A significant mcasurc to accomplish this is the cnforccment of pcnalties for duty

bearcrs who fail to fulfil thcir obligations. Spccifically, according to Clause I l-361]
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(2), duty bcarcrs who do not remit payments to farmcrs within thc specified

timcframc should face appropriatc sanctions. By implemcnting thesc penalties, we

can cnsurc accountabilily and prevcnt any unnccessary delays or mishandling of

funds, thereby cmpowcring tea growcrs and fostcring trust within the industry.

141. Furthcrmore, thcy arguc that it is essential to addrcss the composition of tea

company boards. 'l'o promotc bcttcr govcrnance and diversity, it is suggested that

the legislation bc amended to requirc tca companics to have a minimum of six

dircctors. Additionally, regulations on gendcr representation should be established

and enforccd to ensurc fair and inclusivc participation on thcse boards. By

cmbracing gender diversity, tea companies can benefit lrom a broader range of

pcrspectives, expcrienccs, and cxpcrtise, which will contribute to morc informed

decision-making and long-term sustainability.

2.3.3. Seth Agala (Tea grower in Mudete Tea Factory)

142. 'l'otally conours with Clause 34A, which introduces dircct sales. Concem is

however with the pricc difference bctwccn farmers in the Eastern and Westem

rcgions of thc rift is typically significant, favouring those in thc East who receivc

considcrably highcr priccs comparcd to thcir countcrparts in the West.

2.3.4. Momul Tea Factory

143. Momul'l'ca Factory prcscnts thc proposal that the board should consist of no

morc than scven membcrs. They furthcr scck amendments to reserye prices should

bc made periodically and dcpcndcnt on the factory's pcrformance. 'l'hc duration of

dircctors'tenurc ought to bc rcstrictcd to a period of5 ycars'

2.3.5. Gathuthi Tca Factory Farmcrs

144. Proposcs that membcrship of thc board be a minimum of five and maximum of

cight membcrs.

2.3.6. Small Scale tca farmers in Zone 5 (Kirinyaga County)

145. Their proposal suggcsts that thc board should consist of a minimum of six

membcrs and a maximum olnine mcmbers and recommend that a tea factory should

pay farmers at lcast one-third of the amount owcd for thc green lcaf thcy deliver on

a monthly basis. 1'hey advocatc for the rcmoval of Section 53, speci[ically clause 2

and 5.
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2.3.7. 1[Ir. Joseph N. Githui

146. Mr. Githui proposed that processing factories should engagc in direct sales ol
cash crops, such as 'l'ca and Coffec. I{e recommcnded that the Ministry of

Agriculturc should collaborate closely with grassroots-level factories. He suggested

that the Ministry should provide assistance to farmers in conducting soil testing. I{e

proposed that the Ministry should support farmers in acquiring modem, high-

yielding crop varieties.

2.3.8. Mr. Benson Mbogo

147 . Mr. Mbogo submittcd that dircctors ol faclorics should not havc a limited term

2.4. OUTCOME FROM THE TEA CONFERENCE HELD ON 6TH _7TH

JULY,2023 AT KERICHO GOLF CLUB

148. fhc Deputy Presidcnt, IIon. Rigathi Gachagua, EGH, led a 'lea Reforms

Conference at the Kericho Golf Club from July 6 to 8, 2023, with the primary

objcctivc of thoroughly scrutinizing the challcnges afflicting the tca industry in

Kenya. 'lhis national and county-levcl gathering servcd as a comprehensive,

inclusivc platform, bringing togethcr divcrse stakeholders such as farmcrs,

producers, buyers, brokcrs, warchouscs, and packcrs. The main aim was to establish

a unified voice within the industry by institutionalizing dialoguc and cnsuring

rcpresentation from various perspcctives.

149. Notable attendees includcd Ilxcellencies the Governors of tca-growing countics,

Cabinet Secretarics from rclcvant ministries, profcssionals, and members of

acadcmia. 'l'hc timing of this confcrcnce, particularly in relation to thc 'l'ea

(Amendmen| Bill, 2023, proved opportune, fostering a wealth of information and

eliciting diverse reactions from nearly all scgments of the tea industry as

summarized in Appendk 6.
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CHAPTER THREE

3.1. COMMITTEE OBSERVATIONS AND RECOMMENDATIONS

3.I.I. COMMITTEE OBSERVATIONS

Thc Committce Observcd that

I . Farmers have for the longest time been exploited by brokers. Issues of poor and

delayed tea sales retums have been rampant. There is therefore a need to

establish a system where f'armers will receive their proceeds of sale of tea

promptly and in the same curency. The Direct Settlement System proposes to

remit proceeds of sale of tea directly to and promptly to farmers;

2. 'Ihe price diffcrencc bctwecn farmcrs in thc Ilastern and Westcrn rcgions of the

rift is typically significant which lcads to favoring of farmers in the East who

receive considerably higher priccs compared to thcir counterparts in the West;

3. Agriculture being a dcvolvcd function, thc rolcs of each level of government

should bc wcll spclt out;

4. The money that is apportioned for infrastructure development will be remitted to

tea producing counties as a conditional grant;

5. 'l'he role ofresearch in the tea sector is crucial and thcrefore thcrc is a call for

establishing a robust rcscarch institutc to address emcrging issues;

6. 'l'he cntirc proccss of clections ol'dircctors to factorics as reprcscntatives of

larmcrs was raising conccrns and callcd for a clcar structurc of the proccss which

is farmcrs' centric;

7. Teahawking alfccts the quality of Kcnyan tea globally. Privatc owned factories

therelore nccd to sharc the samc qualify olgreen tca thcy purchase with KTDA

factorics to maintain the quality of Kcnyan tea;

8. 'Ihere should be an outlined disputc rcsolution mechanism to settlc disputes

arising from the tea scctor; and

9. The reintroduction of direct sales in thc tea sector is revolutionary. Safcguard

measures should bc implcmentcd to subject tea designated for direct sale through

the tea cxchange for pricc and quality discovery.
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3.1,2. COMMIT'IEF] ITECOMMENT)A'I'IONS

'l'hc Comrnittcc havirig rcvicwcd thc 'l'ca (Amcndmcnt) Ilill, 2023 (Scnatc Ilills No. 1

ol'2023) recommcnds that thc IIonsc approvcs thc Ilill with thc proposcd amendmcnts.
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MIN/SEN/SCA/s3312023- PRAYI.]R

The Chairperson called the meeting to order at 10.14 a.m. followed by a word of prayer

MIN/S I,tN/SCA/53412023- ADOPI'ION O I..I'IIE AGI.]NDA

The agenda was adopted aftcr bcing proposed by Sen. Wahome wamatinga, MP and

seconded by Sen. Enoch Kiio Wambua, CBS, MP as follows-

l. Prayer;

2. Adoption of thc Agcnda;

3. Confirmation of minutcs of the scventy - Sevcnth sitting held on Thursday, 23rd

Novembcr, 2023 at 10.00 a.m.;

4. Consideration ofA lcgislativc proposal on the Narcotic and Psychotropic Substances

(Control) (Amcndmcnt) Bill, 2023 (Committcc Papcr No' 5tt);

5. Considcration and Adoption of thc amendments on thc l ea (Amendmcnt) Bill, 2023

(Scnatc Bills No. I of 2023) (Committee Paper No' 65);

6. considcration and Adoption of thc report on thc 'I'ea (Amcndmcnt) Bilt, 2023 (Senatc

Bills No. I of 2023) (Committcc Paper No.66);

7. Any Other Business; and

8. Date of thc Ncxt Mccting and Adjournment'

Minutes of the Scventy-Seventh sitting hcld on Thursday,23'd November,2023 were

confirmcd as a true rcflection of the procccdings having been proposed by Sen.

Wahome Wamatinga, MP and scconded by Sen' Enoch Wambua, CBS, MP'

CONSIDI.]RA'I'ION OF A

I,EGISI,A'I'IVE PROPOSAL ON THE

NARCOTIC ANI) PSYCIIOTROPIC

The Committee was taken through the legislative proposal highlighting the salient issues

and objective of the Amendment. The main objective of the amendment is delisting of

Cathinone and Cathine as they are naturally occurring in Miraa plants from the

psychotropic drugs.

2

M I N/SI.lN/S C Al 53 5 I 2023 - CONFIRMAI'ION OI.' MINUTES

Mt N/SrCN/SCA/536/2023-

SUBSTANCES (CON'TROI,)

(AMF]NDMIINT) BILL. 2023

(CO}IM I'I'1'[,Ii PAPF]R NO. 58)



The Committee resolved to publish the legislativc proposal

MIN/SEN/S C AI 537 12023- CONSIDIiRA'TION AND ADOP'TION OF

]'IIE AMENDMENTS ON TIIE TI]A

AMl,lNDMI.lN'l') BI LL, 2023 (SENA'I'E

BII,I,S NO. I OI.' 2023) (COMI\{I'I'TEE

The Committee was taken through the proposed Amendments on the'l'ea (Amendment)

8111,2023 (Senate Bills No. I of 2023).

The Committee resolved to adopt the Amendments with changes having been proposed

by Sen. Alexander Mundigi, MP and scconded by Scn. Enoch Kiio Wambua, CBS, MP.

M IN/SEN/SC AI 538/2023- CONSI DI'RATION AN D ADOP'IION OI.'
'I'IIE REPOR'I ON 'I'IIE TEA

AMENDMIIN'I') BIl.L, 2023 (SENA'TE

BII,LS NO. I OF 2023) (COMMITTEE

The report on the Tea (Amendmen| Bill, 2023 (Senate Bills No. I of 2023) was adopted

having been proposed by Sen. Alexander Mundigi, MP and seconded by Sen. Enoch

Kiio Wambua, CBS, MP.

ANY O'I'I IER I}USINF]SS

There was no other bustness

DA'I'E OF' NI.]X]' MITE'TING AND

ADJOURNMEN'I'

(

(

3

The meeting adjourned at | | .51 a.m. and the next meeting will be by notice

The Committee noted the importance of the declassification noting that it would allow

for the promotion of value-added products from the Miraa plants.

PAPER NO.65)

It was noted that the amendment on Clause I I which is on the sale of tea at the auction

should be reworked to include all farmers and not only small-scale and large-scale

farmers.

PAI'ER NO.66)

M IN/SEN/S C Lt 539 /2023-

M IN/SEN/SCA/540/2023-
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nIIN/SEN/SC N s02 I 2023 - PRAYER

The Chairperson called the meeting to order at I 0. I 8 a.m. followed by a word of prayer

and intoductions

l. Prayer;

2. Adoption of the Agenda;

3. Consideration of the Matrix on the Tea (Amendment) BilI, 2023 (Senate Bills

No.1of2023);
4. Any Other Business; and

5. Date of the Next Meeting and Adjournment.

Clause 9 on Tea sales the following were proposed

a) Ekaterra Tea Kenya PLC disagrees with clause 2 of the registration

requirement that mandates the regisfation of all teas prior to exportation.

According to ETK, the clause lacks clarity regarding whether the Tea Board will

issue a license or if there will be an additional registration for each tea meant for

export. The feasibility ofsuch a process is also unccflain, particularll concerning

physical inspections or other forms of verification. Currently, all tca produced

for export is already registereci with the relevant governmenl :rutiro'ities,

including the Kenya Revenue Authority. EIK firmly trelieve s that introducing

another governing body could result in increased bureaucral ic procedures and

additional expenses, potentially rencierinl the tea proiiuction irrocess

unsustainable.

The Committee rejected this proposal.

b) The Tea Board of Kenya agrees with the amendment's substance, but they also

suggest including it in section 315. Section 34 pertains to the management

agreement and not the auctiorrprocess,

2

MIN/SEN/SCA/503/2023- ADOPTION OF THE AGENDA

The agenda was adopted after being proposed by Sen. Daniel Maanzo, MP and

seconded by Sen. Wahome Wamatinga, MP as follows-

MIN/SEN/SCN5O4I2O23- CONSIDERATION OF TIIE MATRD(

ON THE TEA (AMENDMEND BILL.
2023 (SENATE BILLS NO. 1 OF 2023)

The committee rejec'ted this proposal



c) Bomet Tea Farmers propose amending Clause l0(2Xc) and (d) by removing

them, while keeping Sections 36(5) and (6) intact in the Tea Act. The farmers

believe that the suggested changes will diminish the advantages they currently

have, as they receive payment by the 5th of each month. Consequently, this could

lead to disanay with payments being made on difflerent days for each farmer.

The Committee rejected the proposal.

d) KTDA are against the removal of Section 36 (5) and (6) from the paymenl

regulations regarding tea proceeds. They belie.,e that this proposed change will

diminish the advantages the farmers have prcviously experienced. KTDA is

committed to ensuring timely payments to the growers. Initially, payments to

farmers were made in the third week of each month, but now they are made by

the frfth day of the month, a change that farmcrs highly value. Introducing

separate and individual payments on different days will cause disagreements and

conflicts.

e)

The Comminee reiected this proposal.

coG propose revising Section 10(8) as follows: "In consultation with the

Council of Govemors, the Cabinet Secretary shall establish regulations or

procedures for tea auction sales." Due to the implementation of the Integrated

tea Trading System, there is no longer a need to decentralize the auction process

by setting up auction centres in tea-growing cor:nties. The digitalization of the

auction has enhanced the effrciency and transparency of the tea industy while

reducing the duration of trade cycles and administative expenses. As a result,

producers and farmers at the farm level have experienced increased incomes.

The Council of County Govemors (COG) serves as a platform for consultation

among CountY Govemments.

The Committee rejected this proposal.

f) Ekaterra Tea Kenya PLC, proposes thc removal of the newly introduced

subsection 8, which proposes the establishment of auction centres in countics

where tea is grown. ETK argues that this provision lacks clarity regarding the

framework, criteria for selection, and its potential impact on the widely used

Mombasa Auction. creating multiple auction centres in various tea-producing

counties will result in increased costs and inconvent'ence. Moreover, this

decentralized approach u rll compromise the economics o1- scale and

competitiveness that a centralized auction system provides.

The Committee resolved to releL i lhe proposal; auctions should be at regional

level using lhe regional economic blocs instead of having all auclions in

Mombasa CountY.
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g) EATTA proposes removing the word "not" from clause 10(2)(b), which would

allow tea factories to participate in an auction either independently or through

management agents. Their argument is that this change would grant tea factories

the freedom to choose how they participate in the auction.

The Committee rejected this proposal.

MIN/SEN/SCN5O5I2OZ3- ANY OTIIERBUSINESS

There was no other business.

DATE OF NEXT MEETING AND

The meeting adjoumed at 01.40 pm and the next meeting will be by notice

SIGNED DATE

SEN. JAMES KAMAU MIIRANGO. MP
(CHATRPERSOI9
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MIN/SEN/SCN49712023. PRAYER

The Chairperson called the meeting to order at 2.12 p.m. followed by a word of prayer

The agenda was adopted after being proposed by Sen. Alexander Mundigi, MP and

seconded by Sen. Enoch Wambua CBS, MP as follows-

l Prayer;

2. Adoption of the Agenda;

3 Consideration of the Matrix on the Tea (Amendment) Bill, 2023 (Senate Bills

No.1of2023);

4. Any Other Business; and

5. Date of the Next Meeting and Adjoumment.

MIN/SEN/SCA/49 912023- CONSIDERATI ON OF THE MA

ON TIIE TEA (AMENDME NN BILL.
2023 (SENATE BILLS NO. I oF 2023)

On the clause on Interpretation the following were proposed:

a) East African Tea Trade Association (EATTA) proposed to delete the

definition of "direct sales overseas" as it is redundant. According 1o their

submission, the terms are already defined within the definition of "direct sales,"

making it rurnecessary to have two separate definitions for the same words.

The committee accepted this proposal.

b1 The East African 'fea Trade Association (EATTA) proposed deleting the

definition of "direct sales overseas" as it is redundant. According to their

submission, the terms are alreadv defined withinths.do5aifiimqf "direct sales,"

making it urutecessary to have two separate definitions for the same words-

The committee accepted this proposal

c) Murang'a Tea Factory proposes including the phrasc "and which is not

dcstined for a producer warehore ftr uction purposes" in the defurition of the

term "export," right after mentioning "a special economic zone enterprise or an

export processing zone.".

The Conmittee rejected this proytosal.

TRD(
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]\1IIN/SEN/SCA/498/2023- ADOPTIONOFTHEAGENDA



d) EATTA, proposed that the Act needs additional modifications to eliminate the

obligation of presenting management agreements to the Board. In their

statement, they contend that the Tea Board of Kenya lacks the authority to

scrutinize contracts entered into voluntarily by companies. They argue that

enforcing such a requirement, particularly through legislation" imposes

limitations on the freedom of contacts, which is safeguarded by the Law of
Contract and the Constirution.

The Committee rejected this proposal.

e) EATTA suggests that Sections 3a(3Xa) and 3a(a) of the Principal Act need

additional modification concerning the payment of management agents. These

two provisions should be included in the regulations. Furthermore, the concerns

raised are specific issues that can be appropriately dealt with by existing laws

such as the Companies Ac! the Competition Act, and the Law of Contracts Act.

These concerns are also limited to a particular sector of the industry.

Additionally, any perceived non-compliance by the affected sector can be

addressed by the Regulator through improved monitoring of overall compliance

with the law, rather than imposing duplicated requirements that would apply to

the entire industy.

The Committee rejected this proposal

Mn-/SENiSCN50012023- ANY OTIIER BUSII,iESS

There was no other business

DATE OF NEXT MEETING AND

Tlre meeting adjoumed at 4.40 pm and the next meeting will be by notice

Llr

,\

I

.....DATE: ....';:. !.i..'.\.
Ir

SIGNED -{-
Nl.lsrl AMES KA]VLAI T \'T I]RANCO ,-M-!'
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On the clause on management Agent Agreement, the following were proposed:
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IVTIN/SEN/SCN492I2O23- PRAYER

The Chairperson called the meeting to order at 10.13 a.m. followed by a word of prayer

and intoductions

The agenda was adopted after being proposed by Sen. Alexander Munyi Mundigi, MP

and seconded by Sen. Wahome Wamatinga, MP as iollows-

1. Prayer;

2. Adoption of the Agentla.

3. Consideration of thc resolutions from the First Tea Conference,2023 held in

Kericho County;

4. Any Other Business; and

5. Date of the Next Meeting and Adjoumment.

MIN/SEN/SCN49412023-

The Committee considered the resolutions from the Tea Reforms Conference at the

Kericho Golf Club from July 6 ta &,202'3 . It was noted that the main concerns from the

Council of Governors were the devolved functions had been retumed to the National

Government.

The Committee also noted that most of the resolutions from the conference are already

covered in the Bill.

TL--- rt',c nn ntl.ror'l-"rcin.'cc

MIN/SEN/S('. At 49 6 I 2023 - D^'TE OF NEXT MEETING AND

ADJOI]RNMENT

The meeting adjourned al 12.20 pm and the next meeting will be on 17ft November,

2{.23 at 2.00 pm

2

]\{IN/SEN/SCA/493/2023- ADOPTIONOFTHEAGENDA

CONSIDERATION OF TIIE

RESOLUTIONS FROM THE FIRST

TEA COI{FERENCE. 2023 IIELD IN

KERICHO COUNTY

MIN/SEN/SC AI 49 5 I 2023 -



SIGNED ...........DATE: 23\{
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