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ESTABLISHMENT AND MANDATE OF THE COMMITTEE

The Standing Committee on Agriculture, Livestock and Fisheries is established under
standing order 228(3) of the Senate Standing Orders and is mandated to consider all
matters relating to agriculture, irrigation, livestock, fi sheries development and
velerinary services.

In undertaking its mandate, the Committee oversees the following State
Departments:

I. Ministry of Agriculture and Livestock Development:
i.  The State Department for Crops Development and:
ii.  The State Department for Livestock Development
2. Ministry of Sanitation, Water and Irrigation.
i.  State Department for Irrigation.
3. Ministry of Mining. Blue Economy and Fisheries.
I.  State Department for Blue Economy and Fisheries.

The Committee also oversees the following State Agencies among others: -
. Agriculture and Food Authority (AFA):

Agricultural Finance Corporation (AFC):

Agricultural Development Corporation (ADC);

Kenva Seed Company (K5C):

Kenya Plant Health Inspectorate Services (KEPHIS):

Kenya Agricultural and Livestock Research Organization (KALRO);
Kenya Veterinary Vaccine Production Board (KVVPB);

Kenya Veterinary Board (KVB);

Kenya Meat Commission (KMC):

I[} Kenya Dairy Board (KDB):

11. Kenya Leather Development Council (KLDC);

12. Kenya Fisheries Service (KFS):

13. Kenya Fish Marketing Authority (KFMA);

14, Kenya Marine and Fisheries Research Institute (KEMFRI):

15. Kenya Fishing Industries Corporation; and

16. National Irrigation Board (NIB).

R

o

The Committee also works closely with the Council of Governors (CoG), and the
County Assemblies Forum (CAF) and non-state actors including among others-

1. Kenya Private Sector Alliance (KEPSA).
2. Agricultural Council of Kenya (AgCK)
3. Food and Agriculture Organization (FAQ);

The Tea (Amendment) Bill, 2023 (Senate Bills No. 1 of 2023) iii



4. Kenya National Farmers’ Federation (KENAFF);
5. Centre for Agriculture and Bioscience International (CABI): and

6. Agricultural Industry Forum (AIF).

MEMBERSHIP OF THE COMMITTEE
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Sen. James Kamau Murango, MP -
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CHAIRPERSON'S FOREWORD

Mr. Speaker Sir,

The Tea (Amendment) Bill (Senate Bills No. 1 of 2023) seeks to amend the Tea Act
(N0.23 of 2020) to provide for direct sales of tea, the payment of tea proceeds, and for
connected purposes. The object of the Bill is to amend certain provisions in the Tea Act,
2020 to protect the Tea growers' proceeds from mismanagement by factories. The Bill
further seeks to liberalize the tea industry. This will be done through direct sales of tea
overseas. The Bill also aims to incentivise value addition of tea by exempting value
added tea from payment of the tea levy.

During the consideration of the Bill, the Committee observed that one of the gaps
identified was the inordinate delay in transmission of sales proceeds from the auction
centres 1o the producers. The Bill therefore seeks to streamline the process of payment
through the introduction of the direct settlement system which will enable proceeds for
sales to be directly deposited in the producers’ accounts through the approved
commercial banks.

The Bill also seeks to diversify the sale of tea through different channels to maximize
returns. The current Act only provides for the sale of tea through the auction. In this
regard, the Bill proposes to introduce direct sale of tea to protect farmers from
exploitation. The Bill also proposes to set the prices for direct tea sale to be higher than
the prevailing auction rates,

Mr. Speaker Sir,

The Tea (Amendment) Bill, 2023 was published vide Kenya Gazetie Supplement No. |
of 6" January, 2023 and was introduced in the Senate by way of First Reading on 16"
February, 2023. The Bill stood committed to the Senate Standing Committee on
Agriculture, Livestock and Fisheries for consideration.

In compliance with the provisions of Article 118(1) (b) of the Constitution and Standing
Order 145 (5) of the Senate Standing Orders, the Committee proceeded to undertake
public participation on the Bill. In this regard, the Commitice published an
advertisement in the Daily Nation and Standard newspapers on Tuesday, 21 February,
2023 inviting members of the public to submit written memoranda to the Committee on
the Bill, Additionally, the Committee sent invitations to key stakeholders inviting them
to submit their comments on the Bill.

The Tea (Amendment) Bill, 2023 (Senate Bills No, 1 of 2023) v



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 Commitiee
received written and oral submissions from twenty-cight (28) stakeholders, including
submissions from Kenya Tea Development Agency (KTDA). Council of Governors
(COG) and Tea Board of Kenya as key stakcholders.

The Committee thereafter proceeded to consider extensively the provisions of the
amendment Bill and the submissions received thercon, Based on its deliberations, the
Committee has made various observations and recommendations.

Summary of Committee Observations

The Committee made the following observations

]r

!-J

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 currency. The Direct Settlement System proposes to
remit proceeds of sale of tea directly to and promptly to farmers:

The price difference between farmers in the Eastern and Western regions of the

rift is typically significant which leads to favoring of farmers in the East who
receive considerably higher prices compared to their counterparts in the West;
Agriculture being a devolved function, the roles of each level of government
should be well spelt out;

The money that is apportioned for infrastructure development will be remitted to
tea producing counties as a conditional grant:

The role of research in the tea sector is crucial and therefore there is a call for
establishing a robust research institute to address emerging issues;

The entire process of elections of directors to factories as representatives of
farmers was raising concerns and called for a clear structure of the process which
is farmers’ centric;

Tea hawking affects the quality of Kenyan tea globally. Private owned factories
therefore need to share the same quality of green tea they purchase with KTDA
factories to maintain the quality of Kenyan tea:

There should be an outlined dispute resolution mechanism to settle disputes
arising from the tea sector; and

The reintroduction of direct sales in the tea sector is revolutionary. Safeguard
measures should be implemented to subject tea designated for direct sale through
the tea exchange for price and quality discovery.
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Summary of Committee Recommendation

The Committee having reviewed the Tea (Amendment) Bill, 2023 (Senate Bills No. |
of 2023) recommends that the House approves the Bill together with the proposed
amendments.

Mr. Speaker Sir,

May 1 take this opportunity to acknowledge the time and considerable effort made by
the institutions, organizations and individuals that prepared and submitted their
memoranda to the Committee. | also wish to express my gratitude to my colleagues,
Members of the Committee for their thoughtful insights and contributions towards the
amendment Bill, The Committee acknowledges and appreciates the sponsor of the Bill,
Sen. Wakili Hillary Sigei. MP. who accompanied the Committee to Bomet and Kericho
Counties during the public participation on the Bill.

Further. the Commitiee is indebted to the Office of the Speaker and the Clerk of the
Senate for support extended to the Committee in facilitating all the actions and
interactions that led to the production of this report.

Mr. Speaker Sir,

It is now my pleasant duty, pursuant to standing order 148 (1) of the Senate Standing
Orders. to present the Report of the Standing Committee on Agriculture, Livestock and
Fisheries on the Tea (Amendment) Bill (Senate Bills No. 1 of 2023).

Signed

CHAIRPERSON: SEN. JAMES KAMAU MURANGO, MP,

STANDING COMMITTEE ON AGRICULTURE, LIVESTOCK AND
FISHERIES
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CHAPTER ONE

I.1. BACKGROUND

1. The Tea (Amendment) Bill (Senate Bills No. 1 0of 2023) secks to amend the Tea Act
(N0.23 0f 2020) to provide for direct sales of tea, the payment of tea proceeds, and
for connected purposes. The object of the Bill is to amend certain provisions in the
Tea Act, 2020 to protect the Tea growers’ proceeds from mismanagement by
factories. The Bill further seeks to liberalize the tea industry. This will be done
through direct sales of tea overseas. The Bill also aims to intensify value addition of
tea by exempting value added tea from payment of the tea levy. A copy of the
amendment Bill is attached to this Report as Appendix 2.

E\J

The Tea (Amendment) Bill, 2023 was published vide Kenya Gazette Supplement
No.1 of 6™ January, 2023 and was introduced in the Senate by way of First Reading
on 16" February, 2023, The Bill stood committed to Senate Standing Committee on
Agriculture, Livestock and Fisheries. Pursuant to the provisions of Article 118(1)
(b) of the Constitution and Standing Order 140 (5) of the Senate Standing Orders,
the Committee proceeded to undertake public participation on the Bill. In this
regard, the Committee published an advertisement in the Daily Nation and Standard
newspapers on Tuesday, 21" February, 2023 inviting members of the public to
submit written memoranda to the Committee on the Bill. Additionally, the
Committee sent invitations to key stakcholders inviting them to submit their
comments on the Bill. A copy of the advertisement is attached to this report as
Appendix 3.

3. The Committee held public participation on the Bill in six (6) counties- Bomet,
Kericho, Bungoma, Kirinyaga, Nveri and Embu Counties. In total. the Committee
received written and oral submissions [rom twenty-cight (28) stakeholders,
including submissions from Kenya Tea Development Agency (KTDA). Council of
Governors (COG) and Tea Board of Kenya as key stakeholders. The Commitiee
thereafier proceeded to consider extensively the provisions of the amendment Bill
and the submissions received thercon. Based on its deliberations, the Committee has
made various observations and recommendations which are set out at Chapter Three
of this Report.

1.2. SITUATIONAL ANALYSIS ON THE TEA SECTOR IN KENYA

4. Tea production in Kenya is divided between plantations and smallholders. The
contribution of plantations and smallholder tea farms is divided relatively equally:

The Tea (Amendment) Bill,l 2023 (Senate Bills No. 1 of 2023) | 1
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plantations account for 44.5 percent of tea produced. while smallholder tea estates
in Kenya account for 55.5 percent. Through designated tea brokers, the Kenya Tea
Development Agency (KTDA) which manages small-scale farmers, and the other
tea producers distribute samples of tea to be auctioned to prospective buyers. The
buyers, then, evaluating these samples visually and by texture and taste, determine
the price range within which they would bid for the teas on offer at the auction,
Once purchased, exporters ship either in bulk directly to the clients where the tea is
re-sold for retail, or 1o companies specializing in blending and packaging. These
companies then sell the tea ready-packed under various brand names, offering a wide
range of choices to tea-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 outlets: Factory door sale of tea in
polythene bags to farmers accounting for 3% of sales, through the Mombasa auction
where it exports to other countries such as Britain, France, and Afghanistan. It
accounts for 75% of sales and by dealing directly with interested buyers which
accounts for 15% of sales.

. The international buyers who buy Kenya's tea from the Mombasa Tea Auction blend

the tea abroad and brand it in their individual company names. This has reduced
Kenya's competitive advantage to the point where it is estimated that with the
quality of tea in the country. branding could yield an additional 100 to 200 million
dollars in GDP.

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

(a) KTDA Management Services Ltd with a 44.9% market share (USD 718
million annual revenue):

(b) Williamson Tea Kenya Ple with a 1.72% market share (USD 27.5 million
annual revenue):

(¢) Sasini with a 0.8% market share (USD 12.4 million annual revenuc):

(d) Kapchorua Tea Kenya Ple with a 0.6% market share (USD 10.3 million
annual revenue); and

(¢) Limuru Tea PLC (Unilever) with a 0.1% market share (USD 0.9 million
annual revenue).

1.2.2. Kenyan Tea in The Global Arena

9.

The high quality of tea produced in Kenyan tea factories and production facilities
meets global standards. The standards met by some Kenyan tea include: The ISO
22000 certification, hazard Analysis and Critical Control Points (HACCP),
Rainforest Alliance and Fair-Trade Federation,

The Tea (Amendment) Bill 2023 (Senate Bills No. | of 2023) |2



10. Some of the top five tea exporters in Kenya include: The Kenya Tea Development
Agency Lid. (KTDA), Kenya Tea Packers Ltd. (KETEPA), Unilever Tea Kenya
Limited, James Finlay (Kenya) Limited and Eastern Produce Kenya Limited,

1.3. INSTITUTIONAL FRAMEWORK
1.3.1. The Tea Research Foundation of Kenya (KTRF)

11. The Tea Research Foundation of Kenya invests in the research and development of
new tea varieties. Such research focuses on improving tea's flavor, color, taste, and
health-supporting attributes. This foundation has played a major role in scientific
development in the tea sector in Kenya. It surveys for pest and diseases with an aim
of safeguarding the likelihood of outbreaks of new pests and disease problems.
Fertilizer and general advisory surveillance are also done by the foundation.

1.3.2. The Kenya Tea Development Agency (KTDA)

12.Kenya Tea Development Agency’s predecessor the Kenya Tea Development
Authority, was established in 1964 by an act of Parliament as a parastatal charged
with the responsibility of developing and fostering the young and nascent small scale
tea growers’ sector. The task of managing the small-scale holder lies with the Kenya
Tea Development Agency (KTDA). It oversees the production and sale of most
Kenvan tea. In addition, KTDA also oversees Kenya's specialty tea production, an
increasingly important segment. Of all tea produced in Kenya, KTDA members
produce over 60% while the rest is produced by large-scale producers.

1.3.3. Tea Board of Kenya (TBK)

13. The Tea Board of Kenya is a State Corporation in the Ministry of Agriculture and
Livestock Development established by Tea Act No. 23 of 2020 to develop, regulate
and promote tea sub-sector. The Board is governed by a Board of Directors
appointed by the Cabinet Secretary in charge of Agriculture and Livestock
Development while day to day operations is directed by the Chiefl Executive Officer.

14. The main role of the Board is to guide the development, promotion, and regulation
of the tea industry, to coordinate activities of organizations in the tea industry, to
register tea factories and other operators in the industry. license tea manufacturers,
to promote best practices and standards along the value chain, regulate the sale
import and export of tea, to develop a national tea marketing strategy and to regulate
the sale import and export of tea.

1.3.4. East Africa Tea Trade Association (EATTA)

The Tea (Amendment) Bill, 2023 (Senare Bills No, 1 of 2023) |3



15.

1.4.

16.

17.

| 8.

19.

The East African Tea Trade Association is a voluntary organization bringing
together Tea Producers, Buyers (Exporters), Brokers, Tea Packers and Warehouses,
all working to promote the best interests of the Tea Trade in Africa, Currently,
membership comprises over three hundred companies extending across the East and
Central African borders. EATTA mandated to promote and facilitate the interests of
all the stakeholders in the tea trade in Africa by creating an cnabling business
environment geared towards maintaining global standards and delivering tea
products to the customers in the most profitable way.

OVERVIEW OF THE BILL

The Bill amends the Interpretation section of the Act by introducing the term a
Special Economic Zone in the definition of both import and export. The Bill initially
defined import and export of Tea to mean “to bring tea or cause tea to be brought
into or to take tea or cause to be taken out of Kenva customs territory, or an Export
Processing Zone. "

. The Bill further amends the definition of Value addition to include the words “into
a packet or a container holding not more than ten kilograms", The Act defined
value addition to mean improvements on made tea through packaging, blending,

flavouring, tea extracts, tea aroma and branding.

In addition. the Bill introduces new definitions, which include-

“direct sales” means a contractual arrangement between a factory and an overseas
buver or local buyer for the sale of made tea based on mutually accepted terms and
conditions enforceable in law;

“direct sales overseas™ means bulk tea sales exported directly by a tea factory to
an export market:

“direct settlement system” mcans a banking facility provided by a commercial
bank regulated by the Central Bank of Kenya for the clearing and settlement of tea
sales proceeds:

“green leaf” means leal detached from tea plants but not dried or processed in
anyway and includes purple leal™: and

“tea factory limited company”™ means a tea factory collectively owned through
shares by small scale tea growers.

The Bill amends Section 7 of the Act by deleting subsection (2) and substituting it
with a new subsection. The amendment secks to correct a typographical error which

The Tea iAmendment) Bill 2023 (Senate Bills No. | of 2023) | 4



24,

25

requires the Principal Secretary for Treasury to be appointed by the Cabinet
Secretary through a notice in the gazette. The Principal Secretary does not require a
fresh appointment since he is already in service.

. The Bill further proposes to amend Section 7(3) of the Act by requiring the Cabinet

Secretary. while making appointments under paragraph (h). to take into
consideration the aspect of gender balance. Paragraph (h) provides for the
appointment of a representative for the tea farmers.

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

paragraph (h) to the list. The section provides for the term of service of the members
of the Board.

. The Bill also amends Section 22(4) of the Act by inserting the word factory. The

purpose of the amendment is to clarify on the appointing authority, which is the
factory board as opposed to the Board appointed under Section 4 of the Act.

.The Bill amends section 31 of the Tea Act to introduce a new section 31A which

requires that tea brought into a Special Economic Zone Enterprise or an Export
Processing Zone to be declared to the Board in the prescribed form.

The Bill also amends Section 32(4) and 34 the Tea Act to remove the word limited
company so as to provide clarity on the application of the sections. The section is
applicable to all tea factories as opposed to limited companies. Section 32 provides
for the Registration and remuneration of a tea broker. while section 34 provides for
management agent agrecments.

The Bill further amends Section 34 of the Act to provide for the sale through either
direct sales or auction. Currently the Act provides for the sale of tea to be done only
through auction. The Section further provides for all tea processed and manufactured
in Kenya for the export market to be registered with the Board prior to exportation.

26. The Bill also amends section 36 of the Act to provide for sale through direct sale

27.

The Tea (Amendment) Bill, 2023 (Senate Bills No. 1 of 2023) | 5

and auction. The Bill further provides that all tea exports offered through direct sales
shall be registered by the Board and shall be sold at prices above the prevailing
auction rate. Finally, the Clause delegates powers to the Cabinet seeretary to make
regulation on auction sales and establishment of auction centres in the counties.

The Bill further amends Section 36 of the Act by inserting a new Section 36A which
provides for the process of direct sales. The Section provides -



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 tea fetches a higher price at the auction 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 tea.

28. The Bill also amends the Act by inserting a new section 368 which provides for a
direct settlement system. The clause provides that all sales proceeds shall be remitted
through the DSS. The clause 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
of sale of tea.

29. The section further obligates the Cabinet Secretary to make regulations providing
for the operation of a Direct Settlement System and the requirements to be met by
commercial banks that express an interest in the establishment of a Direct Settlement
System.

30. The Bill amends Section 37 of the Act to remove the registration of green leal
transports from the purview of the Board to that of the respective county
governments,

31. The Bill Amends Section 53 of the Act by -
(a) pegging the rate of the levy at per kilogram as opposed to one per centum
auction value:
(b) exempting from levy, speciality and value-added tea packed into packets or
containers holding not more than ten kilograms; and
(¢) revising the apportionment of levy as follows-

Table 1: Table comparing apportionment of levies

APPORTIONMENT ACT NEW BILL

Price stabilization 50% 40%

The Tea (Amendment) Bill, 2023 (Senate Bills No. | of 2023} | 6



FFunctions of the Board 15% 30%

Tea Research Foundation 20% 20%

Infrastructure Development 15% 10%

32. The Bill amends Section 76 by transitioning assets of the former Tea Board of Kenya
and the former Tea Research Foundation of Kenya to vest in the Board and the
Foundation respectively.

1.4.1. Consequences of the Bill

33. The Bill will streamline the Tea market by introducing an alternative channel for
sale of tea other than by auction in order to maximize sales and optimize price
realization. The Bill proposes to introduce 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 1o tea growers.

The Tea (Amendment) Bill 2023 (Senate Bills No. | of 2023) | 7



2.1

2.1

34.

36.

37.

38.

The

CHAPTER TWO

OVERVIEW OF THE PUBLIC PARTICIPATION ON THE BILL

1. INTRODUCTION

The Committee pursuant to the provisions of Article 118 of the Constitution and
Standing Order 145 (5) of the Senate Standing Orders, proceeded to undertake
public participation on the Bill. In this regard. the Committee published an
advertisement in the Daily Nation and Standard newspapers on Tuesday, 21*
February, 2023 inviting members of the public to submit written memoranda on the
Bill. The advertisement was also posted on the Parliament website and social media
platforms. A copy of the advertisement is attached as (Appendix 3).

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

them to submit their comments on the Bill. The Key stakeholders included -
Ministry of Agriculture and Livestock Development, Council of Governors (COG),
Tea Board of Kenya (TBK). Kenya Tea Development Agency (KTDA) and
Agriculture and Food Authority (AFA).

In response to the advertisement and invitations, the Committee received
submissions from a total of ecighteen (18) stakcholders, while the detailed
submissions by stakcholders, organized clause-by-clause. are set out in a matrix
attached as (Appendix 4)

Oral and written submissions were also received from ten (10) areas in six (6)
Counties: -

(1) Bomet County- Mogogosiek Tea factory and Motigo Tea Factory

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

(3) Bungoma County- Kimilili Boys High School

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

Empowerment Center
(5) Nyeri County- Nyeri Cultural Center
(6) Embu county- Manyatta Constituency and Runyenjes Constituency.

Additionally, copies of the stakcholder submissions on the Bill are attached
collectively as (Appendix 5)

Tea (Amendment) Bill, 2023 (Senate Bills No, 1 of 2023} | 8



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 Interpretation. Ekaterra Tea Kenya PLC proposes that the
current amendment bill should not limit the definition of value-added tea to ten
kilograms because there are forms of value-added tea that are packaged in drums.

The Committee accepted this proposal.

40, The East African Tea Trade Association (EATTA) also proposes removing the
definition of "direct sales overseas" as it is redundant. According to their
submission, the terms are already defined within the definition of "direct sales,"
making it unnecessary to have two separate definitions for the same words.

The committee accepted this proposal.

41.The Kenva Tea Growers Association (KTGA) proposes that the definition of
"value addition" should remain unchanged. According to KTGA, limiting the
definition to a maximum of 10 kilograms ignores other types of value-added teas
that involve investments in value addition but may not be packaged as specified.

The Committee accepted this proposal.

42.The Kenya Tea Growers Association (KTGA) proposes adding the phrase "or its
appointed agent" after the term "factory” in order to permit factories to use agents
for direct sales.

The Committee accepted this proposal.

43.The Kenya Tea Growers Association (KTGA) proposes removing the definition
for the term "direct sales overseas" since it is already defined within the definition
of "direct sales.”

The Committee accepted this proposal.

44. The Kenya Tea Growers Association (KTGA) recommends removing the term
"professional” from the definition of "management agent." KTGA argues that
this adjustment aligns with accepted business practices.

The Commitiee rejected this proposal, the provision is meant (o ensure factories

appoint persons who are qualified.

45.The Kenya Tea Development Agency Holdings Limited (KTDA) proposes the
removal of the definition of "'tea factory limited company" stated in paragraph (¢).
Their argument is that the existing definition of "tea factory” in Section 2 of the Act
is comprehensive enough. KTDA wishes to keep this definition intact so that it can
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be applied to all tea processing factories. regardless of whether they are owned by
small holders or other entities.

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 producer warchouse for auction purposes” in the definition of the term
"export,” right after mentioning "a special economic zone enterprise or an export
processing zone."

The Committee rejected this proposal.

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

the storage of Kenyan tea, whether in processed or larger quantities, in a foreign
country. The purpose is to sell the tea to local traders and packers within that country
for domestic sales or re-exportation.

The Committee rejected this proposal.

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

System provider,” which is a financial or technology service organization
appointed through a contractual agreement between the organization and a tea
factory.

The Committee rejected this proposal. The Bill already defines DSS to mean “a
banking facility provided by a commercial bank regulated by the Central Bank of
Kenya for 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 'special economic zone.' The aim, as stated
by TBK, is to ensure consistency with other applicable laws.

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

50. The Tea Board of Kenya agrees with clause 2(d). but proposes changing the word

'ten' 1o 'three.' According to the Tea Board of Kenya, this is necessary to ensure that
the definition is consistent with the terminology commonly used in the global tea
industry.

The Committee rejected this proposal, the definition is in the context used in the sub-
sector and the Kenva Standards 1927 on tea packaging

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

follows: The term 'Direct settlement system' refers to a banking service offered by a
commercial bank regulated by the Central Bank of Kenya for the purpose of clearing

The Tea (Amendment) Bill 2023 (Senate Bills No. I of 2023) | 10



and managing the proceeds from tea sales. The intention behind this amendment is
to bring clarity to the term as it pertains to the tea industry and to ensure its alignment
with section 36 of the Tea Act 2020.

“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 Comminee rejected this proposal. The definition that is provided is adequate.

.The Tea Board of Kenya recommends incorporating the term "medium-scale tea

growers” into the definition of "tea factory limited company” in order to enhance
clarity regarding its usage within the Act.

The Committee accepted this this proposal for clarity

.The Tea Board TBK is suggesting changes to the definitions of two terms as

follows:

A "small-scale tea grower" is someone who cultivates tea on a piece of land that is
smaller than ten acres and supplies green leaves 1o a tea factory limited company.

A "medium-scale tea grower” is someone who cultivates tea on a piece of land and
supplies green leaves to a tea factory limited company. This proposed amendment
aims to bring clarity to the usage of these terms in the Act.

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

.Bomet Tea Farmers propose amending the definition of’ a "Tea factory limited

company." Their suggestion stems from the fact that the revised definition restricts
its application solely to small-scale tea cultivators. Consequently. they advocate for
retaining the original definition stated in Section 2 of the Tea Act.

The committee accepted this proposal to include medium scale tea growers.

2.2.2. Membership of Board

5.

The Tea Board of Kenya (TBK) proposes that clause 3 should include the
following provisions:

. The Cabinet Secretary should appoint members of the Board through a
transparent and compeltitive process.

2. The names of the appointed individuals should be published in the Kenyan
Gazette and a newspaper that circulates nationwide.
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Publishing the names of the appointees serves the purpose of keeping the public
well-informed about the appointments. This measure promotes transparcncy and
fairness in the recruitment process, minimizing the possibility of biasness 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 the national dailies.

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

57.

58.

amendment to clause 3 eliminates the requirement stated in the main Act, which
mandates the Cabinet Secretary to appoint the Principal Secretary for National
Treasury or a nominee chosen by the Principal Secretary through a notice in the
Gazette. Additionally. the amendment suggests removing the need to consider
gender, regional, and other diversities of the Kenyan population when making this
appointment. It is crucial that this appointment continues 10 be a public appointment
in its current state.

The Committee rejected this proposal since Principal Secretary is already present
in the Bill.

EATTA also suggests that the Board should consist of a member from the
Independent Tea Producers Association of Kenya. ensuring their inclusion. This
association is responsible for producing 90 million kilos of tea annually and provides
support to 210,000 farmers. Therefore, it is crucial to have their representation on
the Board.

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

The Tea Farmers of Momul Factory propose the removal of Clause 3(2) through
an amendment. Their rationale is that the Cabinet Secretary possesses greater
authority compared to the company's stakeholders and directors.

The Committee rejected this proposal the amendment is meant to correct I a
tvpographical error.

2.2.3. Term of Appointment

59.

KTGA proposes removing the phrase "on account of good performance” due 1o its
unclear and subjective nature. The individuals nominated for the Board are already
accomplished principals within their respective organizations, which is why they are
being nominated in the first place.
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60.

61.

The commitiee rejected this proposal and resolved 1o leave the decision of
nominating on account of good behaviour and performance to the person

appointing.

EATTA proposes the removal of the phrase "on account of good performance” from
the clause. as there is no clear standard to objectively define what qualifies as good
performance.

The committee rejected this proposal. The proposal seems to be misplaced. The
Murang'a Tea Factory proposes a revision to clause 4 of the Bill. suggesting the
following rephrased version:

" All tea processed, manufactured and value added in Kenya for the export market
shall be registered with the Board prior to exportation.”

The Committee rejected this proposal since it seems 1o be misplaced.

2.2.4. Board of Directors of tea Factory limited

62.

63.

On Tea Imports, KTGA proposes inserting the clause " subject to the approval of
the Ministry of Trade " immediately after the phrase " in the prescribed form.”
Importation without restrictions is permitted within EPZ establishments. These
establishments are also exempt from regulations imposed by the Tea Board of
Kenya, as per the government's foreign trade policy and the Export Processing
Zones Act. Therefore, the declaration should only serve the purpose of providing
information to the board, ensuring compliance with the law and trade policies
concerning EPZ operations.

The Commititee rejected this proposal. The provision is meant to facilitate collation
of tea industry data and for the purposes of monitoring local and global supply and
demand situation,

EATTA notices that the Tea Board's demand for EPZ enterprises to disclose tea
imports into the EPZ goes against the EPZ Act and undermines the advantages that
EPZs arc used to. Section 29(f) of Part VIIlI of the EP/Z Act states that EPZ
enterprises are exempt from quotas, restrictions, or prohibitions on import or export
trade, except for fircarms, military equipment. or other illegal goods. The Bill and
the EPZ Act conflict with each other, as EPZs benefit from unrestricted imports and
thus fall outside the jurisdiction of the Tea Board.

The Commitiee 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 removal the term ‘enterprise’ appearing after the words *special
cconomic zones' to align the definition with other relevant legislations.

The Committee accepted this proposal.

2.2.5. Registration of a tea brokers

635.

66.

67.

KTGA suggests expanding the requirements for broker registration and imposing
limits on broker payments to encompass the entire industry rather than just limited
companies (KTDA factories). Alternatively, clause 7(4) could be modified to state
that the remuneration paid to a tea broker by a tea factory may be subject to review
through Regulations, as deemed appropriate. The proposed provision should be
outlined in Regulations to facilitate consultation with relevant stakeholders who may
be affected before determining the specific amount. This approach, according to
KTGA. would also enable prompt and effective periodic evaluations of the
remuneration in case of changing circumstances. It is recognized that the
remuneration should adequately cover the cost of service and the benefits derived
from brokerage services.

The Committee rejected this proposal

EATTA suggests that the scope of clause 32(4) in the Tea Act should be restricted
to the Tea Regulations since it establishes restrictions on the payment amount for
service providers mentioned in the Act.

The Committee rejected this proposal as it's important for the clause to be retained
in the Act.

Rono, a farmer hailing from Bomet County. suggests altering Clause 7 of the Bill
by removing it entirely. while emphasizing the importance of keeping the phrase
"Limited 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 tea factory limited companies (small holder tea factories).

2.2.6. Management Agent Agreement (Clause 8)

68.

KTGA suggests keeping Section 34 (2) of the Act but limiting its scope to small-
scale factories operated by KTDA 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 renewal, and
similar matters. Rather than imposing duplicate requirements on the entire industry,
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69.

70.

11,

any perceived non-compliance within the affected segment can be addressed by
improving the overall monitoring of regulatory compliance by the Regulator.

The Committee rejected this proposal.

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 concerns or issues that these
requirements aim to resolve.

The Committee refjected this proposal.

EATTA suggests that Sections 34(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. Furthermore, the concerns 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 34 and 74 provides that the Cabinet
Secretary shall prescribe the procedure of registration and fees to be charged for
offering services through regulations

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 companies. 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 Commitiee rejected this proposal. The purpose of this provision is to protect the
interest of growers.

2.2.7. Tea Sales (Clause 9)

72

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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73.

74.

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 governing body could
result in increased bureaucratic procedures and additional expenses. potentially
rendering the tea production process unsustainable.

The Committee rejected this proposal. The purpose of the registration is for
collation of data for proper planning.

KTGA acknowledges that the proposal is acceptable and aligns with current
practice.

The Committee noted this comment.

Mr. Rono suggests amending clause 9 by removing 34A 1(b), thercby eliminating
direct sales. By allowing direct sales, he argues that it would be equivalent to openly
endorsing questionable practices.

The Committee rejected the proposal and Direct sale is meant to offer alternative
avenue of selling tea which will increase competitiveness.

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

previously attempted to advocate for in the Tea Act 2020 but were unsuccessful.

The Committee rejected this proposal. Direct sales are meant to offer alternative
avenue of selling coffee which will increase competitiveness and maximize sales and
optimize price realization.

76. Mr. Alfred Njagi has proposed that clause 9 should remain unchanged.

The Committee accepted this proposal. Direct sales are meant to offer alternative
avenue of selling coffee which will increase competitiveness and maximize sales and
optimize price realization.

2.2.8. Auction Process

77

KTDA is proposing an amendment of Clause 10(2)(h) in order to make the use of
management agents mandatory in the auction process. According to KTDA, the
involvement of management agents would improve farm management practices,
enable stronger negotiation positions. and provide access to new 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 the proposed amendment of the Tea Act
2020 imposes significant costs on farmers. The exclusion of management agents
during direct sales by tea factories would negatively impact the tea market, placing
farmers at a disadvantage. Farmers would bear the burden of risks and expenses,
leading to a reduction in their carnings.

The Committee rejected this proposal. To provide clarity on the application of the
provisions of Section 36 (2) as being applicable to all tea factories and not only to
tea factory limited companies. The purpose of barring management agents is to
protect growers from being exploited and also reduce the cost of production.

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

78. Bomet Tea Farmers proposes a change to Clause 10(2)(b) by adding the option of
Participation through management Agents. They argue that involving management
agents would improve farm management practices, enable better negotiation
positions, and provide access to new advantageous markets. Therefore. they believe
that companies should have the freedom to decide whether they want to sell directly
or through management agents.

The Committee rejected the proposal. The Committee rejected this proposal. The
purpose of barring management agents is to protect growers from being exploited
and also reduce the cost of production.

79.Momul Tea Factory Co. Ltd. proposes an amendment to Clause 10(2)(b) to
incorporate the involvement of management agents in the participation process. The
factory's directors™ express concerns that implementing 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 established markets.

The Committee rejected the proposal. The purpose of barring management agents
is 1o protect growers from being exploited and also reduce the cost of production.

80. Erick Kimutai Langat proposes the complete removal of clause 10(2)(b) as an
amendment. He asserts that factories directly sell their tea at the Auction without
involving KTDA, making the amendment redundant.

The Committee rejected the proposal and Neither the Act or the amendment is
advocating for use of agents.
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81.

82.

83.

84,

Bomet Tea Farmers propose amending Clause 10(2)(¢) 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 disarray
with payments being made on different days for cach farmer.

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

from tea sales are paid promptly to the tea producers

KTDA are against the removal of Section 36 (5) and (6) from the payment
regulations regarding tea proceeds. They believe that this proposed change will
diminish the advantages the farmers have previously 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
fifth day of the month, a change that farmers highly value. Introducing separate and
individual payments on different 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 to the tea producers

COG propose revising Section 10(8) as follows: "In consultation with the Council
of Governors. 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 selting up auction
centres in tea-growing countics. The digitalization of the auction has enhanced the
efficiency and transparency of the tea industry while reducing the duration of trade
cycles and administrative expenses. As a result, producers and farmers at the farm
level have experienced increased incomes. The Council of County Governors
(COG) serves as a platform for consultation among County Governments.

The Commiltee accepted this proposal to delete subclause 8. Regulation of conduct
of tea auction is provided for under Section 74(h).

Ekaterra Tea Kenya PLC, proposes the removal of the newly introduced
subsection 8, which proposes the establishment of auction centres in counties 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 inconvenience. Moreover, this decentralized approach will
compromise the economies of scale and competitiveness that a centralized auction
system provides.
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85.

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

The Bomet Tea Farmers are proposing an amendment to clause 10(8) by deleting
the proposed amendment. They argue that due to the implementation of an integrated
tea trading system that digitizes the tea auction process. there is no longer a need to
create auction centres in tea-growing counties as a means of decentralization.

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

86.Mr. Seth Agala, a tea grower. proposes the removal of the newly introduced

provision in the proposed amendment bill, Clause 10(8). He argues that the
establishment of auction centres will raise business expenses for buyers, potentially
leading them to relocate to Tanzania, where a Tea Auction is currently being
established.

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 the deletion of Clause 10(8) through

amendment, They argue that implementing separate regulations for various tea-
producing counties in Kenya will negatively impact the market's appeal, potentially
causing buyers to migrate to Tanzania.

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

88. Mr. Erick Kimutai Langat proposes an amendment to Clause 10(8) by removing

the proposed amendment. He contends that since 95% of Kenyan Tea is sold
overseas, having an Auction centre located at the Coast would be advantageous for
buyers. If the centre is moved away from the coast, it may lead buyers to seek
alternatives 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 propose a modilication to Clause 10(8)

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

The committee resolved to delete the clause.

90. The Murang'a Tea Factory suggests including the phrase "or through an electronic

auction system" right after the statement "Tea processed and manufactured in Kenya
for the export market may be offered for sale at the tea auction floor.” They also
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91.

93,

94.

recommend adding the phrase "relevant stakeholder Associations” immediately
afler the sentence "The Cabinet Sccretary shall, in consultation with the county
governments." Additionally, they propose removing the phrase "for the procedure
for auction sales of tea and" immediately afier the sentence "prescribe regulations.”

The committee resolved to delete the clause.

TBK supports the concurs with the amendment but suggests incorporating the
amendments proposed in Section 34(A) with the following wording:
(11) All Tea processed and manufactured in Kenya shall be traded through:
fa) The auction; or
(h) 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 Kenvan tea.

.EATTA proposes removing the word "not” from clause 10(2)(b). which would

allow tea factories 1o 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. The purpose of barring management agents
is to protect growers from being exploited and also reduce the cost of production.

Furthermore, EATTA opposes the establishment of auction centers in tea-growing
counties. They claim that having a centralized auction that includes all teas from the
region offers economies of scale, resulting in reduced auction selling costs for the
producers. It also provides convenience to buyers who need casy access 1o different
origin teas when blending them.

The Committee agreed with the EATTA and resolved to delete clause 10(8)
Mr. Alfred Njagi proposes the removal of Clause 10(8), arguing that it is
unnecessary. He contends that factories directly sell their tea at the Auction under

their own names, without involving KTDA.

The Committee accepted this proposal. Direct Sales of Tea/Tea Proceeds.
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95.

KTDA opposes the inclusion of the Direct Settlement System (DSS) in the proposed
Section 368 due to concerns about increased bureaucracy and financial burdens for
tea farmers.

The Commitiee rejected this proposal. There is need to ensure that farmers receive
their dues promptly and withowt intermediaries.

96. They argue that implementing the DSS would require additional expenses, such as

9.

98.

establishing a secretariat to provide services. Under the DSS, tea growers would
need to open and maintain accounts where proceeds from tea sales would be
deposited to recover advance payments. This process carries the risk of losing
money during currency exchange and incurring interest charges since tea is sold in
dollars and banks compete for exchange rates. The current interconnectedness and
benefits enjoyed by smallholder tea factories, such as cconomies of scale,
borrowing. and deposits, would be lost with the introduction of the DSS. KTDA's
treasury management ensures prompt payment to growers through good deposit
rates. These amendments would undermine the aggregation model that has
supported small-scale tea farmers for years, which guarantees timely payments
regardless of factory cash flows. Disrupting this arrangement would lead to high
levels of farmer dissatisfaction. KTDA believes that the proposed changes create
loopholes that could be exploited to the detriment of farmers in the sector. They also
highlight the negative impact of the DSS on the coffee trade and emphasize the need
to prevent similar disruptions in the tea 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.

KTGA argues that Clause 36A., which pertains to procedures for direct sales, should
be removed because it limits trade. KTGA believes that eliminating the clause would
promote free trade. Alternatively. they suggest that direct sales contract negotiations
lasting over three months could be based on the average sale price over a historical
period. while weekly spot offers could be determined by the weekly auction top
hammer price for any grade.

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

Regarding Clause 368, KTGA contends that a distinction should be made between
industry players, such as KTDA. and other private producers/players, and
appropriate measures should be implemented by the Regulator to address any issues.
According to KTGA, this proposal would be impractical due to several reasons.
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99.

Firstly. requiring all teas to be presented at the Auction floor for price assessment
would result in increased logistical and administrative costs and marketing
incfficiencies. Secondly, if forward contracts are entered into and the market
experiences price fluctuations, it would be impossible to adjust the terms of the
direct sales agreements accordingly. Retroactively administering price changes
would also be impractical. and projecting future contract prices is not feasible.

The Committee rejected this proposal. Clause 36 B provides for remittance of sales
proceeds through the DSS.

KTGA asserts that the competitiveness of tea prices in direct sales is achieved by
meeting the specific requirements of buyers and ensuring that producers’ costs are
adequately covered for business sustainability. Profitability is crucial for any
business. and it cannot be assumed that producers would willingly sell teas at prices
lower than the best possible ones. They argue that previous attempts 1o stipulate
prices at the Auction in 2021 were unsuccessful, so price stipulation should be
avoided. and market factors should determine prices. This approach would
encourage competitive business practices and ensure sustainability and profitability.

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.

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

appropriate or self-set price. They argue that imposing such stipulations would
restrict free trade and put Kenvan producers at a disadvantage compared to
producers in other regions. KTGA also points out that other countries do not impose
minimum price requirements for direct sales. Furthermore, the proposal assumes
that all tea sales proceeds benefit smallholder farmers whose leaf is processed by
KTDA (MS). However. there are producers who operate their own estates with
consolidated operations and internal financial practices. KTGA argues that the
proposal is overly intrusive and impractical, considering the 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

101. EATTA proposes the removal of clauses (3) and (4) from the new clause 36A.

They argue that including the clause about the direct sale buyer's pre-emptive rights
to purchase the tea at the auction price is confusing because pre-emptive rights refer
to the right of first refusal, which is not the intended meaning. It is uncommon for
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tea to be offered both in an auction and as a direct sale simultancously. Furthermore,
this clause is not practical when producers have already entered into forward
contracts with buyers.

The Committee accepted this proposal.

102.  EATTA also argues that the proposal for a direct settlement scheme lacks clarity
regarding its intended beneficiaries and interferes with the freedom of contracts.
They highlight that EATTA already has a tea sales collection account with two
banks, Stanbic Bank and Equity Bank. Producers can choose to be paid through the
bank or directly by the broker. Currently. EATTA has established minimum
requirements for any commercial bank interested in participating in the system.
Therefore, if the Cabinet Secretary is required to create regulations for the operation
of a Direct Settlement System, it raises questions about the continuation of the
existing system. The purpose of introducing another payment system is unclear, and
there may be challenges in implementing it. As a significant participant in the tea
value chain, EATTA believes it should be consulted during the formulation of
regulations for the Direct Settlement System by the Cabinet 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 prompily.

103.  Tea producers who are not Tea Factory Limited Companies have obligations that
could be disrupted by the imposition of the settlement scheme.

The Committee rejected this proposal. These obligations will be presented to the
DSS Provider so that they can be deducted before the money is dishursed to the

farmers.

104, Ekaterra Tea Kenya PLC expresses its support for the amendment that
introduces direct sales, but it strongly opposes the regulation of direct sales prices.
The company believes that imposing additional conditions as stated in subsections
(3) would lead to unfair regulation within a free market economy.

According 1o their argument. Sections 36 (2), (3). and (4) infringe upon the right of
freedom of contract. They assert that once a contract is established, it binds both
parties, and any price changes would require mutual agreement. They claim that
introducing such a system would create uncertainty. Additionally, they argue that
buyers would not be willing to purchase tea at a higher price than what was agreed
upon in the contract, Therefore, any regulations regarding direct sales should only

The Tea (Amendment) Bill, 2023 (Senate Bills No. 1 of 2023) |23



be applicable to the Kenya Tea Development Agency (KTDA) and not to large-scale
lea growers.

The Committee accepted the proposal.

105. Furthermore, there is a lack of clarity regarding who will determine the reserve
price and whether teas designated for direct sales must still go through the auction
to determine if the sale price exceeds the reserve price.

The Committee accepted this proposal

106. Ekaterra Tea Kenya PLC opposes the implementation of the direct settlement
system and suggests that it should be limited to KTDA factories rather than being
applicable to every company in the value chain. They argue that this provision would
excessively interfere with the operations of private companies. as they may be
required 1o disclose their trade secrets, contracts, and other proprietary information.
Fkaterra Tea Kenya PLC is concerned that its obligations will be affected by the
imposition of the Direct Settlement System (DSS).

The Committee rejected this proposal.

107. KTDA proposes the inclusion of the following provisions in clause 11: "Rules
and regulations pertaining to the safety of food, marketing obligations, and labeling
criteria.” Morcover, they argue that it should be considered an offense if an
individual fails to adhere to these specified requirements. According to KTDA. these
suggestions involve additional modifications that were not originally incorporated
into the Bill.

The Committee rejected this proposal. Details of how the direct sale will be
undertaken will be provided for in the regulations.

108. In relation to the DSS. KTDA recommends a proposition for establishing a
regulatory body responsible for conducting regular inspections and audits of the
direet settlement system. The aim is to guarantee compliance with legal and
regulatory prerequisites, as well as to identify potential risks and vulnerabilities.
Their intention behind this proposal is to introduce oversight measures that
safeguard growers' earnings [rom risks and ensure the safety and effectiveness of
payment syslems.

The Committee rejected this proposal because ane of the functions of the board is
to coordinate activities of persons and organizations within the tea sector.
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109. The Murang’a Tea Factory rccommends the inclusion of the expression
"contracted through a legally binding agreement” directly following the phrase "A
licensed factory or any other entity." They propose the elimination of the phrase
"representing growers" right before the phrase "may undertake direct sales.” They
have also submitted a proposal to remove clause 11(3) and insert the phrase "tea
factories and relevant tea associations” immediately after the phrase "The Cabinet
Secretary shall. in consultation with county governments.” Additionally, they
suggest substituting the term "tea growers” with "tea factories." Furthermore, they
propose the addition of the phrase "This shall not apply in case of a prepayment
made to the factory by a buver whose proceeds shall be processed and made
available to the factory within one day." Their reasoning is that it is impractical and
should await the development of regulations.

The Committee rejected this proposal.

110. Bomet Tea Farmers is advocating for the amendment of Clause 11-36B (1) by
removing it. They argue that the implementation of the DSS (Direct Settlement
System) would result in an excessive amount of bureaucracy and impose an extra
financial burden on the farmers in terms of administrative costs.

The Committee rejected this proposal. Farmers have for the longest time been
exploited hy brokers. The purpose of this provision is to ensure farmers are
protected and that they receive the proceeds of their sales directly and prompily.

111. Seth Agala, a tea grower, proposes a revision to Clause 11-36B (1) through the
act of removing certain elements. According to him, if the Direct Settlement System
(DSS) is implemented for all service providers along with deductions made at the
source, there is a possibility that farmers will experience delays in receiving their

payments.

The Committee rejected this proposal. Sales proceeds from either direct sale or
auction will be promptly deposited to DSS which will in rnun effect the
disbursements.

112. The Momul Factory tea farmers from propose a modification to Clause 11-368
(1) 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 sales directly and prompitly.

b
L
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113. Erick Kimutai Langat proposes removing Clause 11-36B (1) as he believes that
the inclusion of the clause is unnecessary. His argument is based on the complexity
of implementing the DSS due to the involvement of various stakecholders.

The Committee rejected this proposal. Farmers have for the longest time been
exploited by brokers. The purpose of this provision is fo ensure farmers are
protected and that they receive the proceeds of their sales directly and promptly.

114. TBK disagrees with clause 11(1) because the term "any other entity” is not
clearly defined in the Tea Act. This lack of definition could introduce ambiguity and
confusion, allowing the sale of teas to entities that are not specified or regulated by
the Tea Act. Consequently, this situation may result in conflicts of interest.

The Committee accepted this proposal

115. TBK agrees with sub clause 2 but proposes an amendment to state "the prices
provided for direct sales should be competitive and higher than the current auction
price for similar tea on the exact auction date.” TBK believes this amendment will
guarantee fairess and promote competitive pricing in the direct sales process.
Additionally. it will ensure that tea producers receive better prices than the existing
reserve price set during the auction,

The Committee rejected this proposal. The proposals are already captured in the
hill.

116. 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 the prevailing auction prices as outlined in Section
364 (2)."According to TBK, this addition will ensure fairness and promote
competitive prices in forward contracts executed through the direct sales
channel.

The Committee rejected this proposal.

117. TBK disagrees with subclause 3 arguing that granting pre-emplive rights to
buyers poses a risk of stifling competition during auctions.

The Committee accepted this proposal.

118. Additionally. TBK opposes subclause 4. Their reasoning is based on the fact that
lea is predominantly an export crop, with 95% of the tea produced being destined
for international markets. They argue that international trade falls under the purview
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of the National Government in accordance 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

119. KTDA proposes a thorough examination of the proposed provision to address
the lack of consistency with other laws. KTDA claims that the proposed change
replicates responsibilities by mandating both the Tea Board of Kenya and the
County Government to register commercial transporters of green tea leaves.
Moreover, it conflicts with the role assigned to the Tea Board of Kenya as outlined
in Section 5(¢) of the Tea Act, 2020. Additionally. the counties will be responsible
for setting different rates of levies, which could potentially result in increased
licensing 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 amendment.

2.2.10.Establishment of Tea Levy

120. KTDA opposes the newly proposed tea levy and suggests removing the entire
amendment in section 13(a). KTDA argues that the introduction of a fixed levy of
Ksh.3.85 per kg will result in a genuine increase in costs for small-scale tea farmers
who sell their produce at the Auction. KTDA asserts that instead of using the levy
for this purpose. the government should focus on lowering the prices of agricultural
inputs to support the tea industry.

The Committee accepted the proposal to amend the levy from 3.83 shillings to 2
shillings.

121.  The proposed amendment secks to reduce the allocation for price stability from
50% to 40% and increase the allocation for the Tea Board from 15% to 30%.
Additionally, it suggests lowering the allocation for infrastructure in the tea sector
from 15% to 10%. The allocation for tea research remains unchanged at 20%. KTDA
argues that with 70% of the levy going to the Tea Board of Kenya and the Tea
Research Foundation, this subsidization of government organizations will be costly
for tea growers. KTDA believes that since tea research is a national function, it
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should be funded by the National Government. This amendment would also put
factorics at a disadvantage as they are already using a portion of their carnings for
road maintenance.

The Committee rejected this proposal but resolved to amend clause 13(d) 1o provide
that the money that are apportioned for infrastructure development will be remitted
to tea producing counties as a conditional grant.

122.  To address these concerns, KTDA proposes deleting clause 131 and replacing it
with a new provision that establishes a Fund Management Committee responsible
for oversceing infrastructure development in the tea subscctor. The committee
should include representation from the respective county's tea factory. KTDA
suggests this change to ensure accountability for the Tea Levy. They emphasize the
importance of transparency by introducing a fund management committee with tea
factory representation and the creation of separate accounts for the levy funds.

The Committee rejected this proposal but resolved to amend clause 131(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 revision of Section 131 to state the following

(b) ten per centum shall be applied by the Board in the furtherance or exercise
of any function or power of the Board.

(d) thirty per centum shall be remitted directly to the tea growing counties to be
applied for infrastructure development in the tea subsector on a pro rala basis.

The Committee rejected this proposal but resolved to amend clause 131(d) to
provide that the money that is apportioned for infrastructure development will be
remitted to tea producing counties as a conditional grant.

124.  According to COG, this change is necessary to align the Act with Part 2 sections
1 and 7 of the Fourth Schedule to the Constitution, which states that County
Governments are responsible for the development and regulation of agriculture. In
order to adequately fund the counties for this purpose, we suggest that 30% of the
levy be disbursed directly to them for the development of the tea sector.

The Committee rejected this proposal.

125. KTGA suggests initiating the quantum (kg) levy at Kshs. 1 per kilogram of tea
produced, with a gradual improvement based on the budgetary needs of TBK and
TRF. They contend that while a quantum-based levy is acceptable, the proposed
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amount of Kshs. 3.85 is too high and will adversely affect the 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 proposes reallocating 20% of the levy towards enhancing and
maintaining tea catchment road networks that are currently unclassified. Of this,
20% would directly benefit the tea-growing counties, while the remaining 80%
would be allocated to Tea Roads Management Committees (TRMC) consisting of
tea stakecholders within specific geographical zones, similar to the former Cess
Committees.

The Committee rejected this proposal. But resolved to amend clause 13(d) to provide
that the money that is apportioned for infrastructure development will be remitted
to tea producing counties as a conditional grant.

127.  Additionally, KTGA suggests reducing the allocation to TBK from 40% to just
10%. They argue that the practicality of price stabilization, as stated in the FAO
report. is doubtful and has proven to be unfeasible in previous attempts. Instead, the
focus should be on aiding smallholder farmers in replacing their unproductive tea
bushes with more productive clones. KTGA proposes allocating 10% of the 40%
designated for TBK, and only beneficiaries of the income stabilization scheme
should contribute to the amounts applicable to the income stabilization program,

The Committee rejected this proposal.

128. Ekaterra Tea Kenya PLC opposes the imposition of a levy at the suggested
rate of Kshs. 3.85 per kilogram of bulk-exported tea. They point out that the
previously suggested tea levy, which was supposed to be 1% of the auction values
for tea sales was halted by the Court. Furthermore, they believe that implementing
a levy based on the weight (in kilograms) is excessively high and an extra expense
that could jeopardize the competitiveness of Kenyan tea.

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

129. EATTA reccommends a reconsideration of the current levy rate of 3.85% per
kilo, stating that it is excessively high. They support the idea of implementing a levy
based on the weight of tea (kilograms), but believe that a more reasonable rate would
be 1 Kenyan Shilling (Kshs) per kilo. They suggest that regulations should be
established to provide additional guidance on the budgetary requirements for the
Tea Board of Kenya (TBK) and the Tea Research Institute (TRF).

The Committee accepted this proposal to lower the levy to two shillings per Kilo.
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130. Regarding the allocation of the levy funds, EATTA proposes the following
distribution: 40% to the TBK, 40% to the Tea Research Institute, and 20% to be
shared among the county government, Tea Roads Management Committee, and
Mombasa County, where the Tea Auction is located.

The Committee rejected this proposal.

131. EATTA argues that relying solely on price stabilization as a mcans of
compensating margins is not sustainable. Therefore, they suggest that 40% of the
levy should be allocated to the TBK to cover their opcrational expenses. They
emphasize the importance of research for the industry's long-term viability and
propose allocating 40% of the funds o the Tea Research Institute,

The Committee rejected this proposal.

132. EATTA also suggests granting the Tea Rescarch Institute autonomy and
separating it from the Kenya Agricultural and Livestock Research 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 the remaining 20% of the levy, EATTA recommends directing it towards
infrastructure  development. They propose the following breakdown for its
distribution: 15% to the county government for the improvement and maintenance
of tea catchment road networks in tea-growing counties, and 80% to Tea Roads
Management Committees (TRMC). which consist of tea stakcholders in specific
geographical zones or regions, similar to the former Cess Committees. EATTA
further suggests allocating a portion of the levy to Mombasa County, where the Tea
Auction is located. to enhance road infrastructure and ensure timely transportation
of tea to the market. They draw a parallel to the practice of allocating royalties to
counties with oil extraction as a precedent.

The Committee rejected this proposal.

2.2.11. Transfer of Assets And Liabilities

134. KTDA proposes including movable assets in the clause. With this, it will
guarantee that the Board and Foundation, respectively, possess all movable assets
belonging to the former TBK and the Tea Research Foundation.

The Committee accepted the proposal.
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2.3. GENERAL COMMENTS

2.3.1. Tea Farmers of Momul Factory

135. They submit that Tea Amendment Bill of 2023 failed to adhere to the provisions
outlined in the Articles of Association of the Company, which require that it be
formally presented to the farmers within 21 days and in a language that they can
comprehend effectively. This oversight resulted in a lack of timely communication
and comprehension, preventing the farmers from fully understanding the
implications and contents of the bill.

136. In order to accurately reflect the objectives of the proposed legislation, the
propose that it is necessary to amend the long title of the Bill. The revised long title
should explicitly include the establishment of a new tea factory, emphasizing the
intention to promote growth and development within the tea industry.

137.  They note one of the contentious proposals within the Bill suggests rejecting the
requirement to pay at least fifty percent of the payment due for green leal delivered
every month. This proposal undermines the financial stability and livelihoods ol the
farmers who rely on these payments to sustain their agricultural activities. It is
crucial to acknowledge the importance of fair compensation and reject this proposal
in order to protect the well-being of the tea farmers.

138. Another concerning aspect of the Bill is the provision that allows the
appointment of a cabinet secretary without proper consultation with the tea farmers.
This lack of consultation undermines the principles of democratic decision-making
and disregards the input and expertise of those directly involved in the tea industry.
It is essential to reject this proposal and ensure that the opinions and interests of the
tea farmers are taken into account when making significant appointments and policy
decisions.

2.3.2. Submissions from the County Assembly of Bungoma

139. They proposed that in order to safeguard tea growers from the harmful practices
of cartels, it is crucial to enhance the existing provisions stated in Clause 34A, which
concern the auctioning or direct selling of tea. By introducing supplementary
measures, we can effectively safeguard the rights of tea growers and establish a fair
and competitive market.

140. A significant measure to accomplish this is the enforcement of penalties for duty
bearers who fail to fulfil their obligations. Specifically, according to Clause 11-368
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(2), duty bearers who do not remit payments to farmers within the specified
timeframe should face appropriate sanctions. By implementing these penalties, we
can ensure accountability and prevent any unnecessary delays or mishandling of
funds, thereby empowering tea growers and fostering trust within the industry.

141. Furthermore, they argue that it is essential to address the composition of tea
company boards. To promote better governance and diversity, it is suggested that
the legislation be amended to require tea companies to have a minimum of six
directors. Additionally, regulations on gender representation should be established
and enforced to ensure fair and inclusive participation on these boards. By
embracing gender diversity, tea companies can benefit from a broader range of
perspectives, experiences, and expertise. which will contribute to more informed
decision-making and long-term sustainability.

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

142.  Totally concurs with Clause 34A, which introduces direct sales. Concern is
however with the price difference between farmers in the Eastern and Western
regions of the rift is typically significant, favouring those in the East who receive
considerably higher prices compared to their counterparts in the West.

2.3.4. Momul Tea Factory

143. Momul Tea Factory presents the proposal that the board should consist of no
more than seven members. They further seck amendments to reserve prices should
be made periodically and dependent on the factory's performance. The duration of
directors' tenure ought to be restricted to a period of 5 years.

2.3.5. Gathuthi Tea Factory Farmers

144. Proposes that membership of the board be a minimum of five and maximum of
eight members.

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

145.  Their proposal suggests that the board should consist of a minimum of six
members and a maximum of nine members and recommend that a tea factory should
pay farmers at least one-third of the amount owed for the green leaf they deliver on
a monthly basis. They advocate for the removal of Section 53, specifically clause 2
and 5.
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2.3.7. Mr. Joseph N. Githui

146. Mr. Githui proposed that processing factories should engage in direct sales of

2.3,

cash crops, such as Tea and Coffec. He recommended that the Ministry of
Agriculture should collaborate closely with grassroots-level factories. He suggested
that the Ministry should provide assistance to farmers in conducting soil testing. He
proposed that the Ministry should support farmers in acquiring modern. high-
vielding crop varieties.

8. Mr. Benson Mbogo

147.  Mr. Mbogo submitted that directors of factories should not have a limited term.

2.4.

OUTCOME FROM THE TEA CONFERENCE HELD ON 6TH -7TH
JULY, 2023 AT KERICHO GOLF CLUB

148, The Deputy President, Hon. Rigathi Gachagua, EGH, led a Tea Reforms

Conference at the Kericho Golf Club from July 6 to 8, 2023, with the primary
objective of thoroughly scrutinizing the challenges afflicting the tea industry in
Kenva. This national and county-level gathering served as a comprehensive.
inclusive platform, bringing together diverse stakcholders such as farmers,
producers, buyers, brokers, warchouses. and packers. The main aim was to establish
a unified voice within the industry by institutionalizing dialogue and ensuring
representation from various perspectives.

149. Notable attendees included Excellencies the Governors of tea-growing counties,

The

Cabinet Secretaries from relevant ministries, professionals, and members ol
academia. The timing of this conference. particularly in relation to the Tea
(Amendment) Bill, 2023, proved opportune, fostering a wealth of information and
cliciting diverse reactions from nearly all segments of the tea industry as
summarized in Appendix 6.
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3.1.1

CHAPTER THREE

3.1. COMMITTEE OBSERVATIONS AND RECOMMENDATIONS

COMMITTEE OBSERVATIONS

The Committee Observed that:

1.

EMJ

6.

9.

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 currency. The Direct Settlement System proposes 1o
remit proceeds of sale of tea directly to and promptly to farmers;

The price difference between farmers in the Eastern and Western regions of the
rift is typically significant which Ieads to favoring of farmers in the East who
receive considerably higher prices compared to their counterparts in the West:
Agriculture being a devolved function, the roles of each level of government
should be well spelt out;

The money that is apportioned for infrastructure development will be remitted to
tea producing counties as a conditional grant:

_ The role of research in the tea sector is crucial and therefore there is a call for

establishing a robust rescarch institute to address emerging issues:

The entire process of clections of directors to factories as representatives of
farmers was raising concerns and called for a clear structure of the process which
is farmers” centric:

. Tea hawking affects the quality of Kenyan tea globally. Private owned factories

therefore need to share the same quality of green tea they purchase with KTDA
factories to maintain the quality of Kenyan tea:

There should be an outlined dispute resolution mechanism to settle disputes
arising from the tea sector; and

The reintroduction of direct sales in the tea sector is revolutionary. Safeguard
measures should be implemented to subject tea designated for direct sale through
the tea exchange for price and quality discovery.
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3.1.2. COMMITTEE RECOMMENDATIONS

The Committee having reviewed the Tea (Amendment) Bill, 2023 (Senate Bills No. |
of 2023) recommends that the House approves the Bill with the proposed amendments.
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APPENDIX 1



MINUTES OF THE SEVENTY-EIGHTH SITTING OF THE SENATE
STANDING COMMITTEE ON AGRICULTURE, LIVESTOCK AND
FISHERIES, HELD ON TUESDAY, 5""DECEMBER, 2023 AT FIRST FLOOR
BOARDROOM, REDCROSS BUILDING AT 10.00 AM

PRESENT

I. Sen.James Kamau Murango, MP - Chairperson

2. Sen. Alexander Munyi Mundigi, MP - Vice-Chairperson

3. Sen. Enoch Kiio Wambua, CBS, MP - Member

4. Sen. Wahome Wamatinga, MP - Member

5. Sen. David Wafula Wakoli, MP - Member

6. Sen. Kathuri Murungi, MP - Friend of the Commuttee
ABSENT WITH APOLOGIES

1. Sen. Moses Kajwang, MP - Member

2. Sen. Daniel Kitonga Maanzo - Member

3. Sen. Allan Kiprotich Chesang, MP - Member

4. Sen. Beth Kalunda Syengo, MP - Member
SECRETARIAT

I. Ms. Caroline Njue - Clerk Assistant

2. Mr, Reinhardt Choge - Clerk Assistant

3. Ms. Regina Munyao - Legal Counsel

4, Ms. Belinda Ogolla - Research Officer

5.  Mr. Hillary Cheruiyot - Research Officer

6. Mr. Apollo Kiogora - l.egal Counsel (Office of the

Deputy Speaker)
7. Mr. Job Owaga - Media Relations Officer



MIN/SEN/SCA/533/2023- PRAYER

The Chairperson called the meeting to order at 10 14 a.m. followed by a word of prayer.

MIN/SEN/SCA/534/2023- ADOPTION OF THE AGENDA

The agenda was adopted after being proposed by Sen. Wahome Wamatinga, MP and
seconded by Sen. Enoch Kiio Wambua, CBS, MP as follows-

1. Prayer:

2. Adoption of the Agenda:

3. Confirmation of minutes of the Seventy — Seventh Sitting held on Thursday, 23rd
November, 2023 at 10.00 a.m.:

4. Consideration of A legislative proposal on the Narcotic and Psychotropic Substances
(Control) (Amendment) Bill, 2023 (Committee Paper No. 58);

5. Consideration and Adoption of the amendments on the Tea (Amendment) Bill, 2023
(Senate Bills No. 1 of 2023) (Committec Paper No. 65);

6. Consideration and Adoption of the report on the Tea (Amendment) Bill, 2023 (Senate
Bills No. 1 of 2023) (Committee Paper No. 66);

7. Any Other Business; and

8. Date of the Next Meeting and Adjournment.

MIN/SEN/SCA/535/2023- CONFIRMATION OF MINUTES

Minutes of the Seventy-Seventh sitting held on Thursday, 23" November, 2023 were
confirmed as a true reflection of the proceedings having been proposed by Sen.
Wahome Wamatinga, MP and scconded by Sen. Enoch Wambua, CBS, MP.

MIN/SEN/SCA/536/2023- CONSIDERATION OF A

LEGISLATIVE PROPOSAL ON THE
NARCOTIC _AND _PSYCHOTROPIC
SUBSTANCES (CONTROL)
(AMENDMENT) BILL, 2023
(COMMITTEE PAPER NO. 58)

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.



The Committee noted the importance of the declassification noting that it would allow
for the promotion of value-added products from the Miraa plants.

The Committee resolved to publish the legislative proposal.

MIN/SEN/SCA/537/2023- CONSIDERATION AND ADOPTION OF
THE AMENDMENTS ON THE TEA
AMENDMENT) BILL, 2023 (SENATE
BILLS NO. 1 OF 2023) (COMMITTEE
PAPER NO. 65)

The Committee was taken through the proposed Amendments on the Tea (Amendment)
Bill, 2023 (Senate Bills No. 1 of 2023).

It was noted that the amendment on Clause 11 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.

The Committee resolved to adopt the Amendments with changes having been proposed
by Sen. Alexander Mundigi, MP and seconded by Sen. Enoch Kiio Wambua, CBS, MP.

MIN/SEN/SCA/538/2023- CONSIDERATION AND ADOPTION OF
THE _REPORT _ON THE TEA
(AMENDMENT) BILL, 2023 (SENATE
BILLS NO. 1 OF 2023) (COMMITTEE
PAPER NO. 66)

The report on the Tea (Amendment) Bill, 2023 (Senate Bills No. 1 0f2023) was adopted
having been proposed by Sen. Alexander Mundigi, MP and seconded by Sen. Enoch
Kiio Wambua, CBS, MP.

MIN/SEN/SCA/539/2023- ANY OTHER BUSINESS

There was no other business.

MIN/SEN/SCA/540/2023- DATE _OF NEXT MEETING AND
ADJOURNMENT

The meeting adjourned at 11.57 a.m. and the next meeting will be by notice.



SIGNED: covvivinrrrnrnsenrncnsssssssennses DATED coiniiiiiee.

SEN. JAMES KAMAU MURANGO, MP
(CHAIRPERSON)




MINUTES OF THE SEVENTY-THIRD SITTING OF THE SENATE

STANDING COMMITTEE

ON AGRICULTURE,

LIVESTOCK AND

FISHERIES, HELD ON SATURDAY, 16™ NOVEMBER, 2023 AT CROWNE
PLAZA AT 10.00 AM

PRESENT

1. Sen
2. Sen
3. Sen
4. Sen
5.
6
-

Sen

. Sen
. Sen

. James Kamau Murango, MP

. Alexander Munyi Mundigi, MP
. Enoch Kiio Wambua, CBS, MP

. Wahome Wamatinga, MP
. Daniel Kitonga Maanzo

. Beth Kalunda Syengo, MP
. David Wafula Wakoli, MP

ABSENT WITH APOLOGIES

Sen

. Moses Kajwang, MP

2. Sen. Allan Kiprotich Chesang, MP

SECRETARIAT

NW A WN -

Ms. Caroline Njue
Mr. Reinhardt Choge
Ms. Regina Munyao
Ms. Belinda Ogolla
Mr. Hillary Cheruivot
Ms. Violet Nalianya
Ms. Rose Ometere

Chairperson
Vice-Chairperson
Member

Member

Member

Member

Member

Member
Member

Clerk
Clerk Assistant

Lepal Counsel

Research Officer
Research Officer

Media Relations Officer
Audic Officer

VaSiSLant



MIN/SEN/SCA/S502/2023- PRAYER

The Chairperson called the meeting to order at 10.18 a.m. followed by a word of prayer
and introductions.

MIN/SEN/SCA/503/2023- ADO N OF THE AGENDA

The apgenda was adopted after being proposed by Sen. Daniel Maanzo, MP and
seconded by Sen. Wahome Wamatinga, MP as follows-

1. Prayer;

2. Adoption of the Agenda;

3. Consideration of the Matrix on the Tea (Amendment) Bill, 2023 (Senate Bills

No. 1 of 2023);

4. Any Other Business; and

5. Date of the Next Meeting and Adjournment.

MIN/SEN/SCA/504/2023- CONSIDERATION OF THE MATRIX
ON THE TE ME BILL

2023 (SENATE BILLS NO. 1 OF 2023)

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 registration of all teas prior to exportation.
According to ETK, the clause lacks clanity 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 of such a process i1s also uncertain, particularls concerning
physical inspections or other forms of verification. Currently, all tea produced
for export is already regisiered with the relevant government authonties,
including the Kenya Revenue Authority. ETK firmly believes that introducing
another poverning body could result in increased bureaucratic procedures and
additional expenses, pofentially rendering the tea production process
unsustamable.

The Committee rejected this proposal.

b) The Tea Board of Kenya agrees with the amendment’s subsiance, but they also
suggest including it in section 36. Section 34 pertains to the management
agreement and not the auctionprocess

The committee rejected this proposal



c)

d)

Bomet Tea Farmers propose amending Clause 10(2)(c) 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 disarray with payments being made on different days for each farmer.

The Committee rejected the proposal.

KTDA are against the removal of Section 3f (5) and (6) from the payment
regulations regarding tea proceeds. They belicve that this proposed change will
diminish the advantages the farmers have previously experienced. KTDA s
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 fifth day of the month, a change that farmers highly value. Introducing
separate and individual payments on different days will cause disagreements and
conflicts.

The Committee rejected this proposal.

COG propose revising Section 10(8) as follows: "In consultation with the
Council of Govemnors, 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 counties. The digitalization of the
auction has enhanced the efficiency and transparency of the tea industry while
reducing the duration of trade cycles and administrative expenses. As a result,
producers and farmers at the farm level have experienced increased incomes.
The Council of County Govemnors (COG) serves as a platform for consultation
among County Governments.

The Committee rejected this proposal

Ekaterra Tea Kenya PLC, proposes the removal of the newly mtroduced
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 inconvenience. Moreover, th'
decentralized approach will compromise the economics of seale and
competitiveness that a centralized auction system provides.

The Committee resolved to reject the proposal; auctions should be at regional
level using the regional economic blocs instead of having all auctions in
Mombasa County.



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/SCA/505/2023- ANY OTHER BUSINESS

There was no other business.

MIN/SEN/SCA/506/2023- DATE OF NEXT E AND
ADJOURNMENT

The meeting adjourned at 01.40 pm and the next meeting will be by notice.

’%t“ﬁ{/DATE 2’?['(“ i

SEN. JAMES KAMAU MURANGO, MP
(CHATIRPERSON)
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MIN/SEN/SCA/497/2023- PRAYER

The Chairperson called the meeting to order at 2.12 p.m. followed by a word of prayer.

MIN/SEN/SCA/498/2023- ADOFPTION OF THE AGENDA

The agenda was adopted after being proposed by Sen. Alexander Mundigi, MP and
seconded by Sen. Enoch Wambua, CBS, MP as follows-

Prayer;

2. Adoption of the Agenda;

1 Consideration of the Matrix on the Tea (Amendment) Bill, 2023 (Senate Bills
No. 1 of 2023);

4. Any Other Business; and

5. Date of the Next Meeting and Adjournment.

MIN/SEN/SCA/499/2023- CONSID N _OF THE
ON _THE TEA (AMENDMENT) BILL,
SENATE BILLS NO. 202

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 to their
submission, the terms are already defined within the definition of "direct sales,"
making it unnecessary to have two separate definitions for the same words

The committee accepted this proposal.

b) The East African Tea Trade Association (EATTA) proposed deleting the
defimition of "direct sales overseas™ as it is redundant. According to their
submission, the terms are alreadv defined within the definition of "'direct sales,"
making it unnecessary to have two separate definitions for the same words.

The committee accepted this proposal.

¢) Murang'a Tea Factory propouses including the phrasc "and which is not
destined for a producer warehouse for auction purposes” in the definition of the
term "export,” right after mentioning “a special economic zone enterprise or an

export processing zone.”.

The Committee refected this proposal.



On the clause on management Agent Agreement, the following were proposed:

d) EATTA, proposed that the Act needs additional modifications to eliminate the

e)

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

The Committee rejected this proposal.

EATTA suggests that Sections 34(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. Furthermore, the concerns
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.

MIN/SEN/SCA/S00/2023- ANY OTHER BUSINESS

There was no other business.

MIN/SEN/SCA/501/2023- DATE OF NEXT MEETING AND

ADJOURNMENT

The meeting adjourned at 440 pm and the next meeting will be by notice.

PR .
SIGNED: ..........\ ; -i‘i....g: ................ DATE: \. =

SEN. JAMES KAMALU ‘VIIIRA'\GD Ml"
(CHAIRPERSON)
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MIN/SEN/SCA/492/2023- PRAYER

The Chairperson called the meeting to order at 10.13 a.m. followed by a word of prayer
and introductions.

MIN/SEN/SCA/493/2023- ADOPTION OF THE AGENDA

The agenda was adopted after being proposed by Sen. Alexander Munyi Mundigi, MP
and seconded by Sen. Wahome Wamatinga, MP as follows-

1. Prayer;

2. Adoption of the Agenda

3. Consideration of the resolutions from the First Tea Conference, 2023 held in
Kericho County;

4. Any Other Business: and

5. Date of the Next Meeting and Adjournment.

MIN/SEN/SCA/494/2023- CONSIDERATION OF THE
S FROM THE T
TEA CONFERENCE, 2023 HELD IN

KERICHO COUNTY

The Committee considered the resolutions from the Tea Reforms Conference at the
Kericho Golf Club from July 6 1o 8, 2023. 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

MIN/SEN/SCA/495/2023- ANY OTHER BUSINESS

Thoens 1 g o S
There was no other husiness,

MIN/SEN/SCAA496/2023- DATE _OF NEXT MEETING AND
ADJOURNMENT

The meeting adjourned at 12.20 pm and the next meeting will be on 17™ November.
2023 at 2.00 pm



KAMAU MURANGO, MP
(CHAIRPERSON)








































































































































































































































































































































































































































































































































































































































































































































































































































