







































































































































































































































































21 |.According to the FAO IGG/Tea Secretariat 27, price developments in 2017 indicate the delicate
balance between supply and demand, and the need to maintain this to achieve sustainability. For
example, assuming that output increases by a further 5 percent, the impact on prices would be quite
dramatic: a nearly 40 percent decline over the next 10 years to USD 1.96 per Kg in 2027. This is
because there was failure to use research data to make critical decisions in production; supply
outmatched demand and with the healthy production, the carry overs on year-to-year basis have
increased; and failure to utilise lessons learnt in the past.

212.To realise more gains from the tea industry, the Tea Brokers’ Association recommended:
Short Term
a) Restoration of trust in "tea business”. Rather than politicians and leaders portraying players in
the value chain as cartels out to freeze the small-scale famers’ hard-earned cash, they should

respect them as serious partners in business.

b) Allow market dynamics to operate in the auction. Sellers should be allowed to make business
selling decisions.

c) In scenarios where there are firm reserve prices. There should be a home for the unsold teas
but the teas should not be left hanging as stocks indefinitely.

d) Immediate enforcement of the minimum quality requirement for Kenyan teas.
e) Put on hold any new planting and construction of factories and focus on quality improvement.
f) Creation of auditable governance structures for all tea value chain players.

g) Aggressive and well targeted marketing globally to create a home for the increased national
production.

Long Term

a) Tea being a key economic driver and well placed in BETA, should be safeguarded as a strategic
industry.

b) TBK and EATTA should team up with the national institutions of higher learning and roll out the
tea curriculum. This initiative was forgotten after a draft curriculum was developed in 2014.

c) Diversify the markets and reduce overreliance on the traditional markets.

d) Create more enabling policies that will empower the Kenyan tea exporting companies to
compete with others globally.

e) Promotion of Kenyan teas by foreign Embassies. Recruit qualified personnel in Kenyan Embassies
to market Kenyan teas.
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Tea Pricing in Kenya

213.Tea pricing in Kenya happens mainly through two channels, the Mombasa Tea Auction and direct
sales:

The Mombasa Tea Auction (Primary Pricing Mechanism)

214.Fresh manufactured teas are tasted against standards drawn from teas already sold in the auction at
a price. Quality attributes are assessed and scored against the standards attributes. The result is
Indicative Valuation not the Price Organoleptic assessment attributes. Pricing at the auction follows
this process: Tea factories send tea to brokers; brokers sample, taste, and categorise the tea by
quality against standards. All teas are sold through samples, the buyer coming to the auction will
have tasted and selected the tea from many others; a catalogue is published for buyers. This gives all
teas equal and wide exposure to the market; tea buyers submit bids during the live or electronic
auction. Buyers bid on teas deemed to them as suiting their clients. The more the number of buyers
bidding on a tea the better the chances of fetching a better price. Price is discovered when demand
pressure is created in the market from different buyers and the seller accepts to sell; and the highest
bid accepted by the selling broker becomes the price for that lot.

215.Key factors influencing auction price are: Quantity on offer; quality (liquor, aroma, appearance, |eaf
size); seasonality (dry season = higher prices); global supply (Assam, Sri Lanka, Malawi, India and
Rwanda production levels); demand from major markets (Egypt, Pakistan, UAE, UK, Russia, Iran and
Sudan); FX rates, especially the Kshs. vs USD; and geopolitics.

Direct Sales

216.This is where some factories negotiate directly with foreign buyers. Price is negotiated one-on-one
and is usually fixed in contracts. The price can be higher or lower than auction prices depending on:
Buyer relationships; quality consistency; and contract duration.

4.5 THE TEA BOARD OF KENYA LABORATORY

The Committee undertook a field visit to the Tea Board of Kenya Laboratory in Mombasa County on
24" November 2025. The Ag. Director for Registration, Licensing & Standards, Mr. Julius King'oo
informed the Committee that:

217.Kenya is known for producing high-quality and pesticide free teas owing to its climatic conditions
giving it a competitive edge over other tea producers who use pesticides and produce tea with
MRLs. However, there are instances when Kenyan tea traders import teas from other countries for
blending and re-export as Kenyan tea. There are also instances when herbicides are used to control
weeds on other crops in tea growing areas. There is therefore need to ensure that tea meet the set
standards for MRLs and other food safety requirements prior to importation and exportation. The
valuation of tea in Mombasa is currently based on the organoleptic tasting method. The method has
been used for a long time in the tea industry globally but has been subject to suspicion with regard
to objectivity.

218.There have been rising concerns on the declining quality of Kenyan tea and the differences in auction
prices between teas from the EoR and those from the WoR. The decline in the quality of tea has
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significantly affected tea prices especially for teas from the WoR where sustainability of smallholder
tea farming is threatened. Whereas the decline in quality of tea has been attributed to poor quality
of green leaf and other farm management practices, stakeholders have expressed the need for a
scientific method of analysing the quality of Kenyan tea for the purpose of price determination. In
addition, TBK needs a laboratory to verify that imports meet the required standards for Kenyan tea.

219.The Tea Act, 2020 requires tea importers to obtain a pre-import approval from TBK prior to
importation of the tea by submitting a pre-import tea sample analysis. TBK has been outsourcing
the services of quality analysis of tea from third party laboratories at approximately Kshs. 7 million
per annum for 200 samples against a demand of 9,650 samples annually. In this regard, TBK has only
been undertaking limited analysis of tea therefore limiting its ability to undertake a comprehensive
and continuous analysis of tea as required by the Act.

220.The laboratory aims at enhancing tea farmers’ earnings from Kshs. 50.18 in 2022 to Kshs. 100 per
Kg of green leaf by the year 2027 in line with BETA through improved quality of Kenyan tea and the
Medium-Term Plan IV of Vision 2030 which seeks to enhance production and productivity, value
addition and market access and attracting local and foreign investment. It is also aligned with the
Agricultural Sector Transformational and Growth Strategy 2019 — 2029 which supports the
implementation of the National Food Safety Policy by providing strategies for food quality and
standards.

221.The laboratory will support TBK's regulatory and oversight role of promoting best practices and
standards in the production, processing, marketing, grading, storage, collection, transportation and
warehousing of tea as prescribed in the Tea Act. It will facilitate the Board’s function of regulation
of sales, imports and exports of tea and monitoring and enforcement of compliance with tea
standards. It will further support compliance with national, regional and international standards.

222 Benefits of the laboratory include: standardised approach in the assessment of tea quality thus
enhancing reliability of tea price determination methods; provision of advisory to tea producers on
the improvement of quality and competitiveness of Kenyan tea; provision of a scientific method of
quality determination to enhance objectivity in the tea valuation model and give confidence and
assurance to tea producers; promote tea price discovery thus enhance earnings to farmers;
safeguard Kenya's reputation as a producer of high quality teas by undertaking quality assessment of
approximately 9,600 tea export consignments and 50 import consignments annually; enhance market
access of Kenyan tea in the global market by assuring Kenya tea buyers of the quality of Kenyan tea;
Enhanced efficiency and effectiveness by TBK in regulation of quality of tea for export and import;
and facilitate characterisation of teas according to their geographical indications to profile them in
line with respective market preferences for better price realisation.

223.The laboratory has the components: Analytical testing of tea based on physical quality,
microbiological parameters, MRLs and emerging contaminants; prompt scientific verification of teas
offered for sale at the auction to determine their valuation based on quality by checking Nitrogen,
Polyphenols and ash content; and sensory evaluation of tea to complement the scientific testing of
tea to be used in determination of price. The project will also entail acquisition of specialised
analytical equipment, auxiliary equipment, glassware, chemicals, reagents and reference standards.
The table below shows the total cost required to complete the project:
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Table 13: Cost of constructing the laboratory

l.  Acquisition 36 234 Equipped Installation, 50 74 il0
of laboratory  testing and
laboratory for tea commissioning
equipment quality certificate/
assurance report.
Equipment manual
2. Training of 36 13.20 Trained Training records 62 3 4
laboratory laboratory
staff staff
3. Developing 12 9.80 Laboratory  Approved 28 - -
laboratory operational  guidelines
operational guidelines
guidelines
4. Accreditati 12 5 Accredited  Accreditation - - 5
on of the laboratory  certificate
laboratory
5. Installation 24 I8 Laboratory Installation, - 3 15
of Information testing and
laboratory Managemen commissioning
MIS t System certificate/ report
TOTAL 36 280 66 B0 134

4.6 CHAlI TRADING COMPANY LIMITED

The Committee undertook a field visit to the CTCL in Mombasa County on 24" November 2025. Ms.
Dorcas Mohammed, Ag. Managing Director, CTCL informed the Committee that:

224.Chai Warehousing Ltd was established in 2002 with the mandate of warehousing of teas, clearing &
forwarding and transport. KTDA Mombasa Ltd was established in 2003 and later changed its name
to Chai Trading Company Ltd in 2005 with the core function of trading in teas. In 2007, Chai
Warehousing Ltd and Chai Trading Ltd merged to form Chai Trading Company Ltd. The key
objective of the merger was to achieve operational efficiency and take advantage of the combined
synergies. KTDA DMCC was incorporated in UAE in 2009 as a branch of CTCL with focus being
penetration of Middle East & CIS markets and value addition. It was registered as a subsidiary of
Chai Trading in UAE IN 2013.

225.CTCL has More than |.2 million sq ft of warehouse space (the biggest in the region). This enables
CTCL to warehouse all KTDA factory teas as well as those from other producers. This results to
economies of scale due to cost advantages such as logistics cost and general improvement of
operational efficiency. All the warehouses are food grade certified by global standards with some
adopting modern racking technology. They offer shipping and clearing & forwarding services to
KTDA MS and other players in the market for both straight line and blended teas. However, due to
high production levels and low absorption rate they are occasionally required to source for more
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warehouse space from other third parties to accommodate all the teas from the factories. They
were putting up more warehousing space, approximately 600,000 sq ft fully racked to achieve
operational efficiency through consoclidation strategy.

226.The increased warehouse space will ensure that all KTDA teas are handled in centralised,
standardised and compliant warehouses; long term stability of lowest warehouse handling rates will
be guaranteed to the factories as operational efficiency is maximised; and attracting non KTDA
business which will increase dividends to farmers as part of diversification strategy.

227.Unlike other multinational players who have forward integration in their markets through their
trading arms, KTDA teas once sold at the auction had no visibility on where the teas were being
consumed and therefore difficult to maintain relationships with clients to get their feedback. It was
against this background that the idea of setting up CTCL was mooted to actively play a role in buying
and selling with bias on KTDA teas to ensure the farmer got the best value and its activities entail:
Buying and selling of teas from the Mombasa Auction; markets penetration and growth; market
intelligence; and value addition to ensure KTDA teas reached the customer without getting blended
with other origins to enable the consumer get the real taste of KTDA teas which was not the case
with other leading brands of tea which were predominantly multi origin blends.

228.CTCL s currently the third biggest buyer of KTDA teas at the auction after Global Tea and Unilever.
This has been achieved through aggressive marketing, specifically targeting markets where KTDA
teas have a greater market share. CTCL is actively involved in value addition through its brand Chai
Gold.

Figure |15: Market share for FY 2024/25
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Figure |16: Market share for FY 2025/26
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229.CTCL is faced with the following challenges: Decline in export value by Pakistan attributed to
currency devaluation by more than 50% which eroded the purchasing power: decline in value in
Egypt attributed to high inflation though the market is normalising; decline in both gquantity and value
by UK attributed to issues around Brexit i.e. devaluation of GBP against the USD and changing
consumer demographics; market disruption in Sudan due to geopolitical reasons; appreciation of the
Kenya shilling against the USD dollar; trade and economic sanctions in Iran; high cost of finance
(overdraft facility); high import tariff on Kenyan teas in Africa and other emerging markets; county
taxes/cess fees negatively impact on overall cost of final tea; and inconsistency in the quality of tea
affects the price of tea at the international markets.
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CHAPTER FIVE

5.0 COMMITTEE FINDINGS/OBSERVATIONS FROM THE INQUIRY

In conducting the Inquiry, the Committee made the following observations on the objectives of the
Inquiry after analysis of the documents submitted by the stakeholders and from the information gathered
through the field visits:

Tea from most of the factories in the East of Rift Valley earn better prices at the Auction compared
to those from the West of Rift Valley.

Quality of tea delivered to the Auction by factories in the West of Rift Valley is lower than that from
East of Rift Valley due to several factors including: tea hawking, licensing of more independent tea
processors in the Region thus providing market for teas rejected by KTDA factories; and multiplicity
of cultivars.

High labour costs driven by Collective Bargaining Agreements negotiated with Kenya Plantation and
Agricultural Workers' Union on behalf of the factories by KTDA-MS in the West of the Rift. It is
not justifiable that the lowest paid factory worker has a monthly wage five times or more the average
monthly proceeds of farmers supplying (and owning) the same factory. Factories in the East of Rift
Valley outsource labour to avoid the CBAs.

The Committee did not come across any tea sector policy to provide a framework for governance
of the sector in Kenya.

There are nineteen (19) KTDA shareholding tea processing factories in the West of Rift Valley and
thirty-five (35) in the East of Rift Valley that own KTDA Holdings Limited; there are sixty-five (65)
independent tea factories in the WoR and six (6) in the EoR; and there are fifteen (I5) licensed
satellite KTDA factories in the WoR against two (2) in the EoR. As such, there is a total of ninety-
nine (99) tea factories in the WoR compared to forty-three (43) in the EoR. Assuming the processing
capacity of the factories is more or less the same, there is therefore apparent competition for green
leaf by factories in the WoR.

There is no official forum for consultations for players in the tea sector, particularly the factories
(both independent and KTDA factories) to meet and have deliberations on the quality of tea
produced by all factories in the country.

Energy is one of the biggest cost items in factories. Kenya has an electricity Energy Use Index of 0.57
kWh/Kg of made tea while that for wood energy is 3.83 m%ton of made tea which is high in
comparison to other tea producing countries. Factories with small hydro power plants do not enjoy
the cheap power from their hydro power plants because they are forced to sell power to the
national grid cheaply and buy it at a higher cost.

Tea factories incur several costs, they are: operational costs (sitting allowances due to increased
number of sittings with one factory reported to hold up to fifty-five (55) sittings in one year against
the required nineteen (19), and travel costs); operational costs (factory related costs e.g. delapidated
and inneficient machines, and labour costs where services are outsourced yet personnel are
employed to perform the same roles), transport costs (tear and wear, outsourcing of vehicles,
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servicing and poor road maintenance); financial costs (loans, overdrafts, interest and penalties); and
compliance costs (KRA, NEMA, KEBS e.t.c.).

9. In some factories, board members were the main beneficiaries of procurement processes.

10. It takes between twelve (12) to eighteen (18) hours to deliver green leaf to factories in the West of
Rift Valley while it takes two (2) hours in the East of Rift Valley.

I'1. Some managers had worked in the same factory for more than fourteen (14) years hence familiarity
which impacted on their performance.

12. Cases of falsification of the weighing scale at buying centres were reported in the West of Rift Valley.
Some farmers are given less Kgs than what they have supplied therefore reducing their earnings.

I3. Different varieties and cultivars of tea in the West of Rift Valley are processed together despite the
fact that they have different fermentation times, this negatively impacts on the quality of processed
tea. The cultivars in East of Rift Valley are the same hence better quality of processed tea.

I4. Investment in hydropower generation plants in West of Rift has not born fruits.

I5. About 50% of Kenyan teas are sold to two countries, Pakistan and Egypt. The two markets dictate
the price and preference of tea.

16. The Tea Research Institute is inadequately funded. This poses a negative challenge in the execution
of its mandate.

I7. Kenya predominantly exports CTC teas. There is very little value addition that is done in the country
mainly because of the high costs involved.

e e e e e e T——————
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CHAPTER SIX
6.0 COMMITTEE RECOMMENDATIONS
The Committee made the following recommendations on the Inquiry into the Pricing of Tea in Kenya:

I.  The Ministry of Agriculture and Livestock Development should institute an independent audit on
the level of adherence and compliance to legislation on the licensing of factories by the Tea Board
of Kenya.

2. KTDA should improve on private power generation to cut on cost of energy. The Ministry of Energy
should implement the law on power wheeling to enable tea factories that are generating power to
distribute it to factories within their proximity that are in need.

3. Factory managements should replace the old dilapidated inefficient machines with new ones to
ensure better performance, reduce costs and increase efficiency in the factories.

4. The Tea Board of Kenya should conduct audits of the hydropower plant projects that are ongoing
in the WoR. They should look into how much the approved budgets for the projects are, how much
has been spent so far, the amount of money that farmers have spent on the projects and expected
dates of completion of the projects. The Board should take action on deviation from the
expectations.

5. The Government needs to put in place deliberate efforts to market Kenyan tea in all parts of the
world in a bid to open up new markets for Kenyan tea. This can be done diplomatically within Africa
as per the AfCFTA, and by all Kenyan Missions abroad adopting targeted tea marketing and
reporting.

6. The Ministry of Agriculture and Livestock Development needs to encourage tea factories to explore
direct sales of their teas as opposed to relying on the Mombasa Tea Auction as the main way of
selling their teas.

7. The Tea Board of Kenya should develop mechanisms to ensure that factories that have adopted
quality-based handling and processing of tea benefit from their effort.

8. The Ministry of Agriculture and Livestock Development should ensure that the Tea Research
Institute is adequately funded to fully and effectively discharge its mandate.

9. The Tea Board of Kenya in collaboration with the Kenya Tea Development Agency should encourage
benchmarking visits by farmers in the WoR to factories in the EoR to learn best practices. They
should also organise events where players in the tea sector can interact and exchange ideas.

10. The Ministry of Agriculture and Livestock Development should ensure that the Tea Act, 2020 is fully
operationalised for the proper functioning of the tea sector in the country.

| I. The efforts of auditing tea factories by the Tea Board of Kenya should purpose to cover all factories
and any malpractice identified and confirmed prosecuted accordingly.
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12. The Tea Board of Kenya should conduct lifestyle audit of the directors, clerks and other influential
persons in the factories.

I3. The Tea Board of Kenya should ensure that approved agricultural and manufacturing standards are
adhered to across board, enforcement processes are developed, shared and applied.

14. The Ministry of Agriculture and Livestock Development should come up with alternative methods
(scientific, blind tasting) for quality assessment of tea to complement/improve on the commonly used
organoleptic method.

|5. Factory managements should explore alternative tea-based opportunities to improve on their
income.

16. The Kenya Tea Development Agency Holdings Limited should purpose to effectively communicate
the proportionate share of investment of factories in the West and East of the Rift Valley in KTDA
Holdings as a guiding principle in apportionment of board membership.

I7. Management role of KTDA-MS should be universal across all KTDA managed companies for optimal
business.

I8. Reforms need to be instituted in all factories through cost reduction, prudent credit management
and adherence to logically profitable investment decisions.

I9. The National Assembly needs to amend the Tea Act, 2020 to conform to the growth and
development of the tea industry.
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AGENDA

|. Prayers

2. Preliminaries/Adoption of the Agenda

3. Confirmation of Minutes

4. Adoption of the Report on the Pricing of Tea in Kenya

5. Any Other Business

6. Adjournment/Date of the Next Sitting

MIN. NO. NA/A&L/2025/210: PRELIMINARIES/ADOPTION Ci THE

AGENDA

The Chairperson called the meeting to order at twenty-three minutes past three O'clock and
prayed. He then welcomed the meeting to discuss the day's Agenda.

The Agenda of the day was adopted having been proposed by the Hon. (Amb.) Francis Sigei,
MP and seconded by the Hon. Gabriel Kagombe, MP.

MIN. NO. NA/A&L/2025/21 1: CONFIRMATION OF MINUTES

This agenda item was deferred to the next meeting.

MIN.NO.NA/A&L/2025/212: ADOPTION OF THE REPORT ON :IE
INQUIRY INTO THE PRICING OF ‘.4
IN KENYA

After extensive deliberations, Members agreed on the following observations and
recommendations:

OBSERVATIONS

I.  Teafrom most of the factories in the East of Rift Valley earn better prices at the Auction
compared to those from the West of Rift Valley.

2. Quality of tea delivered to the Auction by factories in the West of Rift Valley is lower
than that from East of Rift Valley due to several factors including: tea hawking, licensing
of more independent tea processors in the Region thus providing market for teas rejected
by KTDA factories; and multiplicity of cultivars.

3. High labour costs driven by Collective Bargaining Agreements negotiated with Kenya
Piantation and Agricultural Workers' Union on behalf of the factories by KTDA-MS in
the West of the Rift. It is not justifiable that the lowest paid factory worker has a monthly
wage five times or more the average monthly proceeds of farmers supplying (and owning)
the same factory. Factories in the East of Rift Valley outsource labour to avoid the CBAs.

4. The Committee did not come across any :2a sector policy to provide a framework for
governance of the sector in Kenya.

5. There are nineteen (19) KTDA shareholding tea processing factories in the West of Rift
Valley and thirty-five (35) in the East of Rift Valley that own KTDA Holdings Limited;
there are sixty-five (65) independent tea factories in the WoR and six (6) in the EoR; and
there are fifteen (15) licensed satellite KTDA factories in the WoR against two (2) in the
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17.

EoR. As such, there is a total of ninety-nine (99) tea factories in the WoR compared to
forty-three (43) in the EoR. Assuming the processing capacity of the factories is more or
less the same, there is therefore apparent competition for green leaf by factories in the
WoR.

There is no official forum for consultations for players in the tea sector, particularly the
factories (both independent and KTDA factories) to meet and have deliberations on the
quality of tea produced by all factories in the country.

Energy is one of the biggest cost items in factories. Kenya has an electricity Energy Use
Index of 0.57 kWh/Kg of made tea while that for wood energy is 3.83 m*/ton of made tea
which is high in comparison to other tea producing countries. Factories with small hydro
power plants do not enjoy the cheap power from their hydro power plants because they
are forced to sell power to the national grid cheaply and buy it at a higher cost.

Tea factories incur several costs, they are: operational costs (sitting allowances due to
increased number of sittings with one factory reported to hold up to fifty-five (55) sittings
in one year against the required nineteen (19), and travel costs); operational costs (factory
related costs e.g. delapidated and inneficient machines, and labour costs where services
are outsourced yet personnel are employed to perform the same roles), transport costs
(tear and wear, outsourcing of vehicles, servicing and poor road maintenance); financial
costs (loans, overdrafts, interest and penalties); and compliance costs (KRA, NEMA, KEBS
e.tc).

In some factories, board members were the main beneficiaries of procurement processes.

. It takes between twelve (12) to eighteen (18) hours to deliver green leaf to factories in

the West of Rift Valley while it takes two (2) hours in the East of Rift Valley.

. Some managers had worked in the same factory for more than fourteen (14) years hence

familiarity which impacted on their performance.

Cases of falsification of the weighing scale at buying centres were reported in the West
of Rift Valley. Some farmers are given less Kgs than what they have supplied therefore
reducing their earnings.

. Different varieties and cultivars of tea in the West of Rift Valley are processed together

despite the fact that they have different fermentation times, this negatively impacts on the
quality of processed tea. The cultivars in East of Rift Valley are the same hence better
quality of processed tea.

Investment in hydropower generation plants in West of Rift has not born fruits.

About 50% of Kenyan teas are sold to two countries, Pakistan and Egypt. The two
markets dictate the price and preference of tea.

The Tea Research Institute is inadequately funded. This poses a negative challenge in the
execution of its mandate.

ilenya predominantly axports CTC teas. There is very little value addition that is done in
the country mainly because of the high costs involved.
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RECOMMENDATIONS

l.

4 |

The Ministry of Agriculture and Livestock Development should institute an independent
audit on the level of adherence and compliance to legislation on the licensing of factories
by the Tea Board of Kenya.

KTDA should improve on private power generation to cut on cost of energy. The
Ministry of Energy should implement the law on power wheeling to enable tea factories
that are generating power to distribute it to factories within their proximity that are in
need.

Factory managements should replice the old dilapidated inefficient machines with new
ones to ensure better performance, reduce costs and increase efficiency in the factories.

The Tea Board of Kenya should conduct audits of the hydropower plant projects that are
ongoing in the WoR. They should look into how much the approved budgets for the
projects are, how much has been spent so far, the amount of money that farmers have
spent on the projects and expected dates of completion of the projects. The Board should
take action on deviation from the expectations.

The Government needs to put in place deliberate efforts to market Kenyan tea in all parts
of the world in a bid to open up new markets for Kenyan tea. This can be done
diplomatically within Africa as per the AfCFTA, and by all Kenyan Missions abroad
adopting targeted tea marketing and reporting.

The Ministry of Agriculture and Livestock Development needs to encourage tea factories
to explore direct sales of their teas as opposed to relying on the Mombasa Tea Auction
as the main way of selling their teas.

The Tea Board of Kenya should develop mechanisms to ensure that factories that have
adopted quality-based handling and proce:sing of tea benefit from their effort.

The Ministry of Agriculture and Livestock Development should ensure that the Tea
Research Institute is adequately funded to fully and effectively discharge its mandate.

The Tea Board of Kenya in collaboration with the Kenya Tea Development Agency shoui:i
encourage benchmarking visits by farmers in the WoR to factories in the EoR to learn
best practices. They should also organise events where players in the tea sector can
interact and exchange ideas.

. The Ministry of Agriculture and Livestock Development should ensure that the Tea Act,

2020 is fully operationalised for the proper functioning of the tea sector in the country.

. The efforts of auditing tea factories by the Tea Board of Kenya should purpose to cover

all factories and any malpractice identified and confirmed prosecuted accordingly.

. The Tea Board of Kenya should conduct lifestyle audit of the directors, clerks and other

influential persons in the factories.

. The Tea Board of Kenya should ensure that approved agricultural and manufacturing

standards are adhered to across board, enforcement processes are developed, shared
and applied.
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The Ministry of Agriculture and Livestock Development should come up with alternative
methods (scientific, blind tasting) for quality assessment of tea to complement/improve
on the commonly used organoleptic method.

Factory managements should explore alternative tea-based opportunities to improve on
their income.

The Kenya Tea Development Agency Holdings Limited should purpose to effectively
communicate the proportionate share of investment of factories in the West and East of
the Rift Valley in KTDA Holdings as a guiding principle in apportionment of board
membership.

Management role of KTDA-MS should be universal across all KTDA managed companies
for optimal business.

. Reforms need to be instituted in all factories through cost reduction, prudent credit

management and adherence to logically profitable investment decisions.

The National Assembly needs to amend the Tea Act, 2020 to conform to the growth and
development of the tea industry.

ADOPTION OF THE REPORT

The Committee adopted the Report on the Inquiry into the Pricing of Tea having been
proposed by Hon. Jared Odoyo Okelo, MP and seconded by Hon. Geoffrey Makokha Odariga,

MP.

MIN. NO. NA/A&L/20%5/213: ADJOURNMENT/DATE OF THE NEXT

MEETING

There being no other business, the meeting was adjourned at twenty-eight minutes to eight
O’clock. The next meeting will be held on notice.

SIGNED:

L2l2ong

HON. (DR.) JOHN KANYUITHIA MUTUNGA, PhD, CBS, MP
CHAIRPERSON,

DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK
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B. TEA BOARD OF KENYA

1. Mr. Willy Mutai - Chief Executive Officer

2. Mr. John Kariuki. - Director, Finance

3. Ms. Rosemary Owino - Director, MDTA

4. Mr. Peter Kibiku - Director, P and S

5. Mr. Julius King'oo - Ag. Director RLS

AGENDA

1. Prayers

2. Preliminaries/Adoption of the Agenda

3. Confirmation of Minutes

4. Meeting with Tea Board of Kenya to Discuss the Pricing of Tea in Kenya
5. Any Other Business

6. Adjournment/Date of the Next Sitting

MIN. NO. NA/A&L/2025/206: PRELIMINARIES/ADOPTION OF THE

AGENDA

The Chairperson called the meeting to order at seven minutes past ten O'clock and
prayed. He then called all persons present to introduce themselves.

The Agenda of the day was adopted having been proposed by the Hon. Patrick
Osero, MP and seconded by the Hon. Richard Yegon, MP.

MIN. NO. NA/A&L/2025/207: CONFIRMATION OF MINUTES
This agenda item was deferred to the next meeting.

MIN.NO.NA/A&L/2025/208: MEETING WITH TEA BOARD OF KENYA
TO DISCUSS THE PRICING OF TEA IN
KENYA

Mr. Willy Mutai, Chief Executive Officer for the Tea Board of Kenya informed the
Committee about the mandate of TBK, the structure of the tea industry, auction price
trends, cost of production trends, background on lcans audit, loan balance as at 30"
June 2025, key findings from the audit and recommendations on the audit. From the
presentation, the Committee established that:

1. Tea production had increased globally from about 3.6 billion Kgs to about 7.2
billion Kgs. Kenya contributes 25% to the global tea export market.

2. 75% of Kenyan tea is sold through Auction while the remaining 25% is sold
through direct sales. The Auction system is used as the barometer to gauge
prices of tea including those sold directly by factories.

3. Quality of made tea from the West of the Rift Valley is lower than that from the
East of the Rift Valley, thus, teas from the EoR fetch higher prices. To improve
the quality of tea in the WoR, TBK has been setting up clinics to teach farmers
best practices, encouraged production of orthodox tea and sourcing for new
markets.
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4. The production costs in the WoR are higher than EoR due to many reasons
among them directors’ expenses (more sittings than required)

5. Some factories in the WoR had taken loans to pay bonuses which have
contributed to the high production costs. The information on the loans borrowed
to pay bonuses was however not provided during the audit. Some of the loans
were approved by KTDA without the knowledge of the factory boards as there
were no board resolutions on the same.

6. TBK had prepared a concept paper on the modernisation of tea factories and it
had been approved by the National Treasury.

7. The quality of leaders in the EoR was better than WoR making it possible for the
leadership in the EoR to contain costs in their factories compared to EoR.

Details of TBK's submission are in Chapter Three of the Report on the Inquiry into
the Pricing of Tea in Kenya.

MIN. NO. NA/A&L/2025/209: ADJOURNMENT/DATE OF THE NEXT
MEETING

There being no other business, the meeting was adjourned at fifteen minutes to one
O'clock. The next meeting will be held at three O'clock.

ATE: H’\ s ?’O?"S

rEmma

HONNDRJJQHM KANYUITHIA MUTUNGA, PhD, CBS, MP
CHAIRPERSON,
DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK

3|FPage






MINUTES OF THE 46™ SITTING OF THE DEPARTMENTAL COMMITTEE ON
AGRICULTURE AND LIVESTOCK HELD ON TUESDAY, 2"° NOVEMBER 2025 AT

DIRECTORATE OF DEPARTMENTAL COMMITTEES

ARGYLE GRAND HOTEL AT 3:00 PM
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Patrick Kibagendi Osero, MP
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ABSENT WITH APOLOGY

1. Hon. Ferdinand Kevin Wanyonyi, MP
2. Hon. Justice Kipsang Kemei, MP
3. Hon. Lawrence Mpuru Aburi, MP
4. Hon. Maonicah Muthoni Marubu, MP
5. Hon. Ruth Adhiambo Busia Qdinga, MP
6. Hon. Marianne Kitany, MP
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A. COMMITTEE SECRETARIAT
1. Ms. Laureen Wesonga - Clerk Assistant |
2. Mr. Victor Kilimo - Clerk Assistant [l
3. Mr. Shadrack Musyoki - Senior Research Officer
4. CPA Robert Ng'etich - Fiscal Analyst |
5. Mr. Gerald Kadede - Legal Counsel Il
6. Ms. Jacinta Maru - Serjeant-at-Arms
7. Ms. Lovin Wabwire - Audio Officer
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Mr. David Icheho
AGENDA

Prayers

Preliminaries/Adoption of the Agenda

Confirmation of Minutes

Meeting to consider the Report on Inquiry into the Pricing of Tea in Kenya
Any Other Business

Adjournment/Date of the Next Sitting

o )RS I SO IR N

MIN. NO. NA/A&L/2025/202: PRELIMINARIES/ADOPTION OF THE
AGENDA

The Chairperson called the meeting to order at five minutes past three O'clock and
prayed. He then requested all persons present to introduce themselves.

The Agenda of the day the was adopted having been proposed by the Hon. (Amb.)
Francis Sigei, MP and seconded by the Hon. Jared Okelo, MP.

MIN. NO. NA/A&L/2025/203: CONFIRMATION OF MINUTES

This agenda item was deferred to the next meeting.

MIN.NO.NA/A&L/2025/204: MEETING WITH MR. DAVID ICHOHO TO
DISCUSS THE PRICING OF TEA |IN
KENYA

Mr. David Ichoho, a farmer from the East of Rift Valley and former National
Chairman of KTDA infarmed the Committee that:

1. To improve the price of tea, stakeholders need to address internal inefficiencies,
external dynamics, stakeholder culpabilities, reforms initiatives and coordinated
deliberate actions. The problem is dire and likely to be persistent if not resolved
urgently and with expertise. He listed a number of contributors to the low
earnings and propased solutions. They are:

a) Political disruptions to the KTDA Board particularly the National Chairman by
the Government distracts KTDA in execution of its mandate.

b) Disruptive orders by TBK/GoK on tea business processes like stopping Direct
Sales and removal of the reserve price.

¢) Bureaucratic bottlenecks by TBK.
d) Breakdown of key international markets like Iran, Sudan and Pakistan.
e) Conflict of interest like appointing the Chairman of TBK who is also a tea

broker resulted in antagonistic policy shift and arbitrary administrative orders
to KTDA.
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f) Stalled reforms in KTDA-Ms, KTDA Holdings, subsidiaries, financial reforms,
HR restructuring and marketing reforms.

g) Reforms in the Auction and tea brokers have never commenced. Governance
reforms at EATTA have never been done.

h) The stalled hydropower plants have huge financial costs as they are holding
significant capital in millions of dollars. The excess power from the
operational hydropower plants supplied to KPLC are paid after long periods
of time yet the plants are still paying loans. KPLC is yet to provide way leave
tariff where KTDA power can be transmitted to the national grid but this
hasn't been done yet the way leave tariff will enable the plants to sell power
to other tea factories.

i) Private factories are allowed to sell through direct sales while KTDA factories
are prohibited. This has affected competitiveness of factories in the WoR who
compete in unfair terms of trade.

i) The working relationship between KTDA and GoK/TBK has been weak and
suspicious. Most reforms and legislations are not taken through stakeholder
engagement and they fail to appreciate the global operation of the business.

k) There are delays in the release of subsidised fertilizers which affects the cost
of credit and cash flow of KTDA factories.

I) The tea sector operates in a global market where 95% of tea is sold in
various destinations around the world. The sector is therefore affected by
geopolitics.

2. He proposed the following ways of dealing with the above challenges: The GoK
should diplomatically seek for markets for Kenyan tea within Africa as per the
AfCFTA; employ a special tea trade representative for liaison of the trade in
Pakistan, special attention should be given to Egypt, Iran and UK who are also
high consumers of Kenyan teas; restructuring of KTDA-MS, financial architecture
reforms, reforming the subsidiaries, marketing reforms and organisation
restructuring to enhance efficiency and effectiveness of KTDA; reforms in all
factories to ensure financial sustainability through cost management, loan
management, financial investment and governance; reform of the Auction in
governance, operations and auction system audit; amend the Tea Act putting in
mind business concern interests for effective trade; directors at the factory level
should have skills and competencies, the national chairman should have a
minimum of a degree; develop tea policy to provide framework of tea
development, production, processing, marketing, value addition and investment;
KFS should lease forest land to factories to plant trees for wood fuel; and the
proposal to transport made tea to warehouses by railway should be
implemented, KR should provide special rates for this.

Resolution

From Mr. Ichoho's submission, the Committee resolved to invite the Tea Board of
Kenya to respond to issues concerning the licensing of factories in the country
before finalising on the report.
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MIN. NO. NA/A&L/2025/205: ADJOURNMENT/DATE OF THE NEXT
MEETING

There being no other business, the meeting was adjourned ai half past six O'clock.
The next meeting will be held on Wednesday, 3" December 2025 at ten O'clock.

{_IL/ j = { 1.0 & g
SIGNED: ¢....... o i, TR ool WL S DATE! ontudisionmavsbsnmisimawsmsams
ON. (DR.) JOHN KANYUITHIA MUTUNGA, PhD, CBS, MP
CHAIRPERSON,
DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK
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MINUTES OF THE 45™ SITTING OF THE DEPARTMENTAL COMMITTEE ON
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Prayers

Preliminaries/Adoption of the Agenda

Confirmation of Minutes

Meeting to consider the Report on Inquiry into the Pricing of Tea in Kenya
Any Other Business

Adjournment/Date of the Next Sitting

DN L

MIN. NO. NA/A&L/2025/198: PRELIMINARIES/ADOPTION OF THE
AGENDA

The Chairperson called the meeting ta order at half past ten O'clock and prayed. He
then called all persons present to introduce themselves.

The Agenda of the day the was adopted having been proposed by the Hon. David
Kiplagat, MP and seconded by the Hon. Sabina Chege, MP.

MIN. NO. NA/A&L/2025/199: CONFIRMATION OF MINUTES
This agenda item was deferred to the next meeting.

MIN.NO.NA/A&L/2025/200: MEETING TO DISCUSS THE REPORT ON
THE INQUIRY INTO IN THE PRICING OF
TEA IN KENYA

Members deliberated on the draft cbservations and recommendations on the Inquiry
into the Pricing of Tea in Kenya. They resolved to invite Mr. David Ichoho, a farmer
from the East of Rift Valley to make his submission on the Inquiry at three O'clock
before finalising on the report.

The meeting was adjourned to allow the Committee Secretariat to incorporate the
observations and recommendations in the report.

MIN. NO., NA/A&L/2025/201: ADJOURNMENT/DATE OF THE NEXT
MEETING

There being no other business, the meeting was adjourned at three minutes past
one O'clock. The next meeting will be held at three O'clock.

CHAIRPERSON,
DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK
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THIRTEENTH PARLIAMENT - FOURTH SESSION - 2025

DIRECTORATE OF DEPARTMENTAL COMMITTEES

MINUTES OF THE 44™ SITTING OF THE DEPARTMENTAL COMMITTEE ON
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2025 IN COMMITTEE ROOM 17, 3f° FLOOR, BUNGE TOWER, PARLIAMENT
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Richard Kipkemoi Yegon, MP

Dorice Donya Aburi, MP

(Amb) Francis Sigei, P
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2. Mr. Victor Kilimo - Clerk Assistant |lI
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B. KENYA TEA GROWIERS ASSOCIATION - KTGA
Lindah Oluoch - Chief Executive Officer

C. KENYA TEA DEVELOPMENT AGENCY

I. Mr. Chege Kirundi - National Chairman

2. Mr. Wilson Muthaura - hief Executive Officer

3. Mr. John Wasusana - Doard Member

4. Mr. Mosonik SKM. - toard Member, KTDA

5. Mr. Collins Bett - MD, KTDA-MS

6. Mr. Vincent Mwingirwa -  General Manager, KTDA

7. Mr. Mathews Odero - Group Company Secretary, KTDA
D. FARMER

Mr. David Ichoho - Farmer, East of Rift Valley

AGENDA

|. Prayers

2. Preliminaries/Adoption of the Agenda

3. Confirmation of Minutes

4. Meeting with Stakeholders in thz Tea Industry Stakeholders to Discuss the
Pricing of Tea in Kenya

5. Any Other Business

6. Adjournment/Date of the Next Sitting

MIN. NO. NA/A&L/2025/19::: PRELIMINARIES/ADOPTION OF THE

AGENDA

The Chairperson called the meeting to order at half past ten O’clock and prayed. He then
called all persons present to introduce themselves.

Hon. Gabriel Gathuka Kagombe, MP declared conflict of interest in the matter under
deliberation pursuant to Standing Order 90 as he is a Board of Director of KTDA. Members
deliberated the extent of his conflict and it was resolved that he will attend the meetings

because his presence will not influence the Committee's decision on the Inquiry. He was
however requested to join KTDA during their presentation.

The Agenda of the day the was adopted having been proposed by the Hon. Yussuf Mohamed
Farah, MP and seconded by the Hon. Patrick Kibagendi Osero, MP.

MIN. NO. NA/A&L/2025/195: CONFIRMATION OF MINUTES

This agenda item was deferred to the next meeting.
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MIN.NO.NA/A&L/2025/196: MEETING WITH STAKEHOLDERS IN

THE TEA INDUSTRY TO DISCUSS THE
PRICING OF TEA [N KENYA

THE KENYA TEA GROWERS’ ASSOCIATION (KTGA)

Ms. Lindah Oluoch, Chief Executive Officer for KTGA informed the Committee that:

I-.

Tea prices in Kenya were lower than expected because of high cost of production,
regulatory uncertainty and high volumes of tea in Kenya. The minimum price for Kenyan
teas which was put in place in July 2021 contributed to high volumes of unsold teas.
Increases in various regulatory costs i.e. tax related costs, compliance related costs (KEBS,
NEMA and the Water Regulatory Authority) contributed to the cost of productien.

Labour costs for tea plantations were higher in comparison to small holder farmers as
most employees working in tea plantations were in unions bound by CBAs. Employees in
plantations are paid Kshs. 22 per Kg of t=a plucked while those working for small holder
farmers are paid between Kshs. 8 and |7 per Kg of tea plucked. It is because of the high
cost of labour that tea plantations begun using machines to pluck tea.

Contrary to perceptions, mechanised tea is able to meet the required standards. It is
almost the same as hand plucked tea. She undertook to provide data on the use of
mechanisation in tea plucking.

Members of KTGA usually plant high-yielding varieties developed in partnership with the
Tea Research Institute. A hectare of tea in plantations produces 13,000 Kgs of green leaf
while small holder farmers realise 5,000 g5 of green leaf per hectare.

Most plantations do value addition for the local market.

Regulations made in the tea sector do not recognise that there are different players in the
sector. Large scale tea growers objected to the setting of a minimum price of tea. They
also objected the banning of Direct Sales as it would lead to closure of most of their
businesses.

Organoleptic testing of tea is scientific because there is empirical evidence showing that
there are buyers who pay more because of the taste of tea.

Ms. Oluoch was requested to provide the statement for Mabroukie Tea Estate in Limuru
and statements of tea factories under KTGA in the West of the Rift Valley.

Details of KTGA’s submission are in Chapter Three of the Report on the Inquiry into the
Pricing of Tea in Kenya.

THE KENYA TEA DEVELOPMENT AGENZCY (KTDA)

Mr. Chege Kirundi, National Chairman of KTDA informed the Committee that:

Factories are governed by growers who elect directors. The elections are conducted by
the Independent Electoral and Boundaries Commission. KTDA has |5 board members,
|2 elected from the |2 zones and 3 executive directors. Each of the twelve zones has a
minimum of 3 factories and a maximum of 8 factories.
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10.

During the privatisation of KTDA, 54 companies (|9 from the West of the Rift Valley and
35 from the East of the Rift Valley) bought shares in KTDA. This explains why KTDA has
more board members from EoR (7) compared to 1hi: WoR (5). The 54 shareholders are
the owners of the 7| tea factories under KTDA.

The price of tea is determined by the buyer dependinz on their capacity and market. The
amount of money realised by a famer from teza sils is determined by the costs in the
farm, manufacturing and sales. The quality of tea is . .:ermined by several factors including
altitude, clones, husbandry, plucking, and time wi:"in which it is delivered to the factory.
The weather and road maintenance affect the time within which green leaf is collected
from farms.

Green leaf hawking has contributed to the low quality of tea in the West of the Rift Valley
and it needs to be addressed urgently.

Some of the operational costs incurred by factories are labour (19%), power (12%),
electricity and cost of finance especially in the V/oR.

KTDA seconds 6 to 7 management staff to factories and any employment at KTDA is
approved by the board.

The cost of wood fuel has gone up because KTDA does not have enough trees.

There are 4 statutory KTDA meetings and | < "*M. KTDA usually budgets for 6
operational meetings for directors to be apprised on . : state of operations in factories.
Hovr:ver, the Tea Act gives factories independence and they can therefore hold meetings
that KTDA is not aware of.

KTDA cannot determine the directors elected because it is done democratically by
farmers.

There is one complete hydropower plant in Nyamira County, Chemosit Power Plant is
60% complete while land has been acquired for construction of Kipsonoi Power plant.

Details of KTDA's submission are in Chapter Three of the Report on the Inquiry into the
Pricing of Tea in Kenya.

Members’ Deliberations

W

Members proposed that there was need to look into the attitude towards quality
especially in the WoR.

It is important to take farmers from the WoR for benchmarking visits to factories in the
EoR for them to learn best practices.

Lifestyle audit needs to be done on KTDA directors in the WoR.

KTDA should provide written submissions on laws that need to be amended to improve
the tea sector and data on the shareholding of each of the 54 companies that own the
Agency.

Mr. David Ichoho a Farmer from East of Rift Valley was requested to make his submission on
Monday |* December, 2025.
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MIN. NO. NA/A&L/2025/197: ADJOURNMENT/DATE OF THE NEXT
MEETING

There being no other business, the meeting was adjourned at thirty-five minutes past three
O'clock. The next meeting will be held on Monday, |* December 2025 at ten O'clock.

SIGNED{-........
(DR,

)j HN I(AN UITHIA MUTUNGA, PhD, CBS, MP
CHAIRPERSON,
DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK
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THIRTEENTH PARLIAE‘-‘TF.I»..T FOURTH SESSION - 2025
DIRECTORATE OF DEPARTMENTAL COMMITTEES
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AGENDA

Prayers

Preliminaries/Adoption of the Agenda

Confirmation of Minutes

Meeting to Discuss the Terms of Reference for the Injuiry into the Pricing of
Tea in Kenya

Any Other Business

Adjournment/Date of the Next Sitting
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7iN. NO. NA/A&L/2025/190: PRELIMINARIES/ADOPTION OF THE
AGENDA

The Chairperson called the meeting to order at half past ten O'clock and prayed. He then
inforined the meeting that the Honourable Speaker had coopted Hon. Marianne Kitany, MP;
Hon. Richard Kipkemoi Yegon, MP and Hon. Dorice Donya Aburi, {1P to the Committee for
purposes of the Inquiry.

The Agenda of the day was adopted having been proposed by the Hon. Justice Kipsang Kemei,
MP and seconded by the Hon. Patrick Kibagendi Osero, MP.

MI: . NO. NA/A&L/2025/191: CONFIRMATION :'F MINUTES

This agenda item was ‘eferred to the next meeting.

MIN.NO.NA/A&L/2025/192: MEETING TO DISCUSS THE TERMS OF
REFERENCE FOR THE INQUIRY INTO
THE PRICING OF TEA IN KENYA

The draft terms of reference for the Inquiry was presented . the Committee by the
Secretariat. Members adopted the terms of reference with the foll  wing amendments:

I. ticope of the Inquiry

In conducting the Inquiry, the Committee will:

a) carry out an analysis of the tea sector value chain by mapping out the entire tea value
chain i.e. pre-production, production, harvesting, conveyancing, processing,
marketing, auction, retail and export. The Committee will also identify the points at
which pricing of tea is done and the determinants, as well as assess the flow of
information and decision making in relation to setting the price of tea;

b) review the roles of TBK, KTDA and other players by analysing the legal frameworks
governing the marketing, auction and export of tea to identify overlapping roles,
policy gaps or excesses that hinder effective price regulation and burden the farmer;

¢) examine the tea auction process and alternative marketing channels;

d) examine the cost of inputs i.e. fertilizers, transport, labour e.t.c. and analyse factory
and export profit margins and identify inefficiencies along the value chain;

e) investigate farmer payment structures, the bonus system and deductions;



f) propose ways of improving pricing transparency and accountability, and suggest value
addition, diversification and innovation strategies; and

g) examine tea testing and classification.

2. Include factories in the West of the Rift in the field visits.
3. Include the Tea Research and Training Institute in the list of institutions to be visited.

The Committee Secretariat was directed to conduct desk research on the categorisation of
tea in other parts of the world.

Miid. NO. NA/A&L/2025/193: AUJOURNMENT/DATE OF THE NEXT
MEETING

There being no other busmess the meeting was adjourned at twenty-five minutes past eleven
O'clock. The next me willlbe-held on Thursday, |3™ November 2025 at ten O'clock.
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HON. : MUTUNGA, Phi: CBS, MP

CHAIRFERSON,
DEPARTMENTAL COMMITTEE ON AGRICULTURE & LIVESTOCK
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