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RS VAN

The 1is n of the consultant (P AT /7] /507 ey o 6 ) forred!
art of thoe rger project “Tahestrio! eemsleepgnt opt o4 0y ires Doy pg”
(DR AT ZTY 7y, specitfically, he was viiigned to moe roaw mater: 1l g

for an intea s wood=process ing copgbes terbue ooty . ERAOSTRS N TR T

croan s bl dng cvamtry provicdin g oo Cope ot cogy

Slthvacd, there is no forest in Fuawait ottt Ll e rbine inbpt e
n e loned therm importing owery VOAr gmraxirate s 10 S e f g sy,
pliveood and chipboard for the production Hf fumiture, interior Adecorpas s m,

construction ticher and e fabrieatod b,

In the conrse of bailiding up ond e lomine it anhur e, Be Sbate o f
Suaait oand partioularly tle Industrial eevlooment and Cen salting Bure.er ~f
Pre Ministry of Cormerce oand Industrr i ointerocted in securing the ool
of woorden sepi=fintshed products reoud rod by the uoodort ing nclustry.,
Therefore, the idea was concviver] of setting up m integrated timber-provessing
armplex in lirait which would be comnectad with loaaing concessions in et Fat

Asia or Africa:

{a) I produce the necessary logs out of the forest Jeneession;
(h) To ship those Logs to Kuwait:

(c) To process them in the integrated tirter camplex into the recuired
mantities of sawn timber, pliwood and chipboard,

nfortun.tely, in the course of the first proliminare findings it was
recognized that the exnart of logs from tinber concessions micht became i
possible or at least doubtful. To assess the recuired raw material and to
find out whetlier the inteqrated timber cmplex'vou]d be installed in Kuwait
or must be set up near the forest cancession, the United Nations Industrial
Development Orqanization (INIDO) was asked to endage an axnert.

For the correct assessment of raw material it was first necessary to
assess the present and the future demand in Kuwait and to find out for which
purpose the timber was imported; this would answer the question of which
species could he utilized.

Therefore, not anly have statistics been col lected in Kuwait, but
manufacturers have also been visited and asked for their production lines,
their timber requirements and their buving prices.




For the assessment of raw material, Malaysia and Indonesia were visited
in South East Asta and Kenva, Swaziland and The inited Republic of Tanzania
in Fast Africa and Cameroon, the Ivory Coast, Liberia and Nigeria in West
Africa. The results of the fact-finding missions indicated:

(a) That permanent loa supply cannot be quaranteed from any omuntry visited,

which means that log supply to a Kuwait-based integrated timber complex cannot
be secured;

®) Tat it would also be rmuch more econamical to set up the tirber
camplex in the country of the oriain of the woad;

(¢) That a Kwait investment in the form of a joint venture for logging
and processing of local timber for the purpose of exporting most of the products
of such an integrated timber camplex to Kuwait would be highly welcamed by many
Governments; 5

(d) That West Malavsia offers the best opportunities, follaowed lw Liberia
and Cameroon.

From experience it is known that timber industries even when installed in
the countrv of origin of the wood cperate much more econamically and enjoy a
much better standing in the sharply fluctuating world market if thev encampass
not only sawmilling, plywood and chipboard manufacturing but hawe a wider and
deeper integration for the nurncse of better utilizing the forest and the timber
brought into the factorv. For that reason an integrated timber camplex for
the utilization of hardwood species was proposed, which would include many
adlitional production lines partly for export to the world market and partly
for supplying the local market in addition to the basic production lines
oonsidered to cover the demand in Kuwait.

In the course of the fact-finding missions, it was also recognized that
the necessary softwood quantiti®s could not be dbtained form every country
visited; therefore, facts have been collected on which to base an integrated
softwood tinber complex in Europ® and possibly in Austria. A proposal has
been worked out for a joint venture in Austria to produce the requirements for
Kuwait in sawn softwood and in chipboard in addition to the production of
softwood plywood, sawn timber, flush doors, veneer and chipboard for the
Austrian and European market.

Finally, proposals have been worked ocut for the necessary actions to be taken
for the implementation of hardwood and softwood projects, including the expected
capital requirements.




In sum, it was concluded:
That setting up the inteqrated timber camplex in Kuwait would not be
feasible owing to uncertain log supplies

That an integrated hardwood timber camplex in West Malaysia would te
based on the most suitable conditions

That an integrated softwoal timber camplex in Furape and probably
Austria would of fer vwery suitable canditions

This is the report of a mission (DP/KIW/71/507/11-07,05 (03) which was
a part of a larger project "Industrial Newelopment and Consulting Bureau"
(PP /KIW/71/507) .  The objective of the parent project, which was armroved
bv the nited Nations Development Programme (1™DP) and the "mited Nations
Industrial Developrent Organization (I™MINO) as executina acency in 1973,
was to strengthen the Ministrv of Cammerce and Industrv of Kuwait and to
provide assistance to the Government in elaborating its industrial development
strategqv and in accelerating the identificatian, appraisal and implementation
of new imdustrial projects and in expanding existing projects.

In accordance with this general aim, the ‘overnmert of uwmit, in Anrid
1974, requested a consultant to assess raw materials for an inteqrated wood-
processing complex. His mission was to last four months and to include
travel to Africa and South Fast Asia for the purpose of reviewing the pre-
requisites and potentials for adbtaining forest concessions. During his
stay in Kuwait he was attached to the Industrial Development and Consulting
Bureau of the Ministry of Camerce and Industry.

1.1.  Pre-Feasibility Study

In 1973 the Ministry of Commerce and Industry had carried out a pre-
feasibility study to set up an integrated timber camplex which was s\pposed to be
based on the supply of round logs from one or several forest concessions that
would belong to the camplex. In general, this was a good idea because the
existing wodworking industry in Kuwait requires large quantities of semi-
finished wood products every year which could be produced in the State of Kuwait
itself.




Howerer, the pre-feasibility studv did not consider the new policies
reqardina the export ~f tirher and ramnd logs frrm the countries of the oriain
of the woxl. nlv 1 few cowntries in the world still allow the export of round
loags, and owen these haw enacted 1aws for baning log exports in the near
future. In the ciraumstances even a Kuwaiti-owned logging concessio would
son not he allawed to extort loos to the State of Kuwait so that the pmject

woulidl not e realistic,

workina -onditions hal alse to be checked and campared because Kuwait is
known for its labour saortage and only capital-intensive praduction lines may
be considerad for establishment in Kuwwait., !'nfortunately, wood processing is

not capital- hut labour-intensive,

While the studv was based an umport costs of 15 “I/m3 for softwood and
0 MY for red woods, nresent costs will have to be expected of 44 1D/md
for anftwoord and 62 FKD/m2 for red woods or hardwoaods. Consecuentle, the

rav material costs would be rore than dowbled.

Import statistics in Kuwait show that prices of the praduct hawe also
increased. While the pre-feasibility study of 1973 was based on an average
sales price fcr sawn tinber of 44 Xh/m3, the latest imports have prices ranging
between 44 KD/m3 arxd 68 KD/m3 with a prabable average of 56 Kh/m3 for sawn tirmber.

The results of the existing pre-feasibility study mav be summarized as
follows,

It is rost likely that to set up an integrated timber camplex in Kuwait
would he economically possible, that is certain profits could be achieved,
particularly if the integration were vertically and horizontally greater than
proposed and if the timber were to be better utilized than considered.

However, the feasibility is not ocertain sirice a steadv log supply based
an a Kuwalti-owned forest concession cawnot be ensured for the next 20-25 years
because all the governments of countries with timber as a national resource are
interested in building up their own woodworking industry.

Also, the difficulties of securing the required land in Kuwait, its price,
the enomous costs of bulldings and civil works, and the labour shortage and
costs are serious reasons against setting up the camwplex in Kuwait.

Owing to the fact that raw material could be produced much more cheaply
than it would be s»ld, the profit margin for producing the ra’ material and
processing it in another country would be much larger than could be achieved
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in Kiwait. Similar projects in South East Asia haw had a returmn on their
investment within three to four years, whereas the pre-feasibility study of
1973 called for more than six years for a retum on the investment. With
steeply rising costs for imported loys, a period of up to 10 years may now
be needed for » returmn an the investment if the project were to be set up
in Kuwait,

Same cost calculations are made in paragranh 4.6, based an the procuc-
tion in a largely integrated conplex. These campare different countries,
including Kuwait, and demonstrate the difference in the possible profit
margins.

The Ministry of Cammerce and Industry has approved the project for the
tinber camplex, however. It feels that this project will be campletely
dependent on the raw material supply of round logs; thus, the assessment of
the rav material is the most important part of the project. In connexion with
this assessment it must also be determined whether the permanent suwply of
round logs fram an overseas concession to the State of Kuwait can be secured
and whether the entire project might better be set up in the cowntry of
origin of the tinber.

Accordingly the followina jab description was outlined for this
mission.

1.2. Jab Description

Background information

In 1970 Kuwait imported 57,000 m3 of sawrwood and 19,000 m3 of plywood.
A small particle board mill produced only for the needs of a fumiture plant
integrated with it. Potential markets could also exist in the neighbouring
contries of the Gulf. A pre-feasibility study for such a camlex has already

been prepared; the camplex would utilize imported logs, with annual capacities
of:

Soft sawssood 40,000 m3
Hard saawood 30,000 m3
Plywood 20,000 m3
Vernsey 1,000 m3
Particle board 20,000 m3




The purpose of the project wauld he to assess the prerequisites and

mtentials for abtaining a forest concession as a joint ventwe,

The consultant would hawe the following duties:

() T obtain information on the prerequisites and potentials for
a suply of raw materinls for an integrated! woal-prmeessina corplex to be
established in Kuwait, or possiblvoin the develoeing country;

(h) To assess the present demand for wood prodhacts in Pt an? o thoe
neighbouring sttae A natimate trends for the future;

() Te mvicy the existing pre-feasibility stud;

(d) To visit West African countries for ob-taininag one or ren
ooncess ions;

(<) Te undertate similar trips to Indnesia and Mdavsiy anl to Fast
anl Southermn Africa - renva, Swaziland and #» United Remublis of Tonzna;

(£) Te renort mn the discussion to the officials of the Industrial
Development and Consulting Bureau and those of the ‘dnistry of ‘oemeree and
Industrv;

(q)  To evaluate, in collahvwration with his omntermart ‘v the Pureau,
the variaus altematives and to recammend tiie best ane for estabhlishina an
integrated wood-nrocessing complox to cater to the needs of Kuriit for -wond
products;

) To recarend anv further technical assistan~ce and measures,
The main work for this assessment of raw raterials was dxo in the
field. The fnllowint travel reports give a hrief statement of the visits
to variouws ~ountries. An evaluat:on is then made of the cclle +ed mater:.al.
nsorolards te assessrent of raw materials, the follwing facts should

e state’d 1n wWdvance.

South Fast Asia

Many countries are almady fairly cultivated and are continuously tuming
more forest into agricultural land. In such cases the forest concession is
given for "clear cutting” whereby any ordinary forest concession anly allows
for "select cutting".

Wherehv the clear cutting allaws the concessionaire the absolute meximam
utilization, z select cutting concession grants limited rights for the -utting

of certain species cr sizes of logs only.

Select cutting in South East Asia is usually based on the fellina of
"commercial" species above a specified diameter of the log at dout 1.50 m
height alowe the ground.

Another characteristic of South East Asian forests is that they consist
of quite a few species per forest area and, therefore, select logging in




South Tast Asia is mainl based on age and diameter of the trees rather than

o species,
tast Africa

In Fast Afrii:a only a few indigenous forest are left where rarels any
species 1s daminart. Therefore, the forest departments do not giw out anv
conoessions for v.ole areas, but only the right to cut limited quantities nf

crrtain species o it of specified areas.

Otherwise t'e o are lare areas of forest plantations, and cutting in

plantations is al aed for thinning underaged forests or clear cutting ajged

forests,
West Africa

The main pro lem in Vest African forests is the large nurber of timeer
srecies growing t «xther, Therefore, concessians are aiven aut for select
cutting of carmer-ial and/or utilizahle species. And since there are so
manv species groring together the so-called "density of the tirber stanc”
is much lower, re:atively, than in South East Asia. Rut this nay bhe explain!
in an example.

In South "as-. Asia about 15 species are consideredd camercial; and
these another 25 "« be utilizable but are not vet taen, loever, in ne
arca usually ane - three species are daminant and another 5 to 10 are not o ;
the latter are also not available in large muantities but scatteced.
Manv different spr:cies are marketed under a common name, again reducing
the nurber of conrercial species.

In West Africa, however, at least 40 to 50 species are considered s
commercial and at least the same number are uncosmmercial but utilizable.

Therefore, even if the forest in fact is as dense as in South East Asia,
the "density of t'.e commercial timber stand" is much lower. This, naturally,
is the reasan for the higher log costs in West Africa in ganeral compared with
South East Asia.




ASSESSMENT OF DEMANDS

IRV E TR RIS

Present Demand in Kuwait and Neighbouring States

For the assessment of demmands the statistics of the State
of Xuwait have been used and woodworking manufacturers in Kuwait
have been visited. The local manufacturers in Kuwait were mainly
visited for the reason to find out the utilization of the timber
being imported into Kuwait and also, to find out whether softwoods
are seriously required in Kuwait or probably being imported for
any other reason.

The result was that manufacturers in Xuwait are producing
furniture
interior decoration
all kinds of construction timber

pre-fabricated houses

The second question was answered by the Kuwaiti

manufacturers in a way that snftwoods are presently imported because:

- they are lighter in weight
- they are light in colour
- they are easy to process

Pricewise, it was found that there was also a difference
which means that Xuwait manufacturers are buying their softwood
up to 25% cheaper than their tropical timber. Therefore,
unfortunately, the original idea to produce larger quantities of
only tropical timber cannot be considered. The production of
exclusively tropical timber would technologically seen be possible
it would, however, require a change of the market and the opinion
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of the buyers which would cause difficulties, Consequently, 1t
was decided to assess both softwcod and hardwood concessions for
*he supply to ¥1 vait as originally mentioned in the job description.
The required quantities mentioned in the job description have also
been rechecked, The figures toaven from statistics ard shown in .
table 1 confirm the figures mentioned in the job descriptinn and
have been used withou* any changes. However, it was found tha%
due to a typing error *he requirement of particle board (ch.pboard)
is not 20,000 but only 2,000 m3 per year. This means that an
independent production of chipboard would be not very economical
and u larger production with a local market must be found.

2.2. Future Demand Projections

The fact is that Kuwait has a woodworking industry which
is outstanding for the whole area. Consequently this woodworking
industry covers the demand of the surrounding countries.

Certainly, the demand in Kuwait and in the surrounding
countries will be increasing during the next 10 or 20 years. It is,
however, a question whether this increase will have to be completely
covered by the woodworking industry of Kuwait or whether the
surrounding countries may set up their own timber industries.
Observations of enquiries from Iraq, Saudi Arabia and other Gulf
States have shown that those countries are intending also, to set
up a woodworking industry in their country to cover their own
demands. For this reason it was decided to consider no further
increase in demands but concentrate fully on the figures given in
the job descriptions and being confirmed by the statistics of
imports.
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TRAVEL REP'ORTS

EIZEETREEESERE =

Travel Report Far Fast

cToscoavcove ceaoeemececscaseee

Travelliing to Malaysia and Indonesia between 16¢h April
and 14th May 1975

The following report is prepared as a brief s*atemen*
of the detailed discussions held during the trip to Malaysia and
Indonesia for the purpose of the assessment of raw rmaterial for
a joint venture timber proiect to be se+ up either in Kuwait or
in the country of the origin cf the tirber in conrnection with a

timber concession. Participants ~n the trip were

= Mr. Najeeb Al-Foraih, the counterpart *o the UNIDO
expert, the Mecahnical Ecnineer in the Industrial
Developmen* and Consulting Bureau, Ministry of
Commerce and Industry, Kuwait, and

= Nr. Gotthard P. Heiiborn, Heilborn GmbH, 8200 Rosenheim,
West Germany, as short term Consultant of UNIDO,
Vienna,

3. 1.1. West Malaysia

18th - 26th April 1975
and 30th = 3rd May 197S

Malaysia is a Federation of States. Whereby the general
pPlanning and also the finance of project is mainly in the hands
of the Central Government, the individual States are having their
own authorities to realize State owned projects. Usually this is
done by the State Development Corporation and those corporations



are fully owned by the State Governnent. Projects are either
fully owned by the State Development Corporation or are joint
venture operations hetweer the Stote Development Corporation and

other partners,

West Malaysia does nnt allow any round log export which
was the reason that all discussions in West Malaysia were held

tor a timber corcession in connection with a timber project.

Timber concessinns are agiven out by the State Government
and, therefore, in the federal capital of Kuala Lumpur only U.N.D.P,
and FIDA /‘Federal Industrial Development Authority) were visited

while all further discussinns were concentrated to the States.

Several of the West Malaysian States have either no or

insufficient forest to consider a timber complex. Other States

have very much of fores* area but they have developed State owned

forest industries already and future industries will only be given
to interested joint venture parties on a basis which is similar

to tendering and, therefore, not very favourable.

Other States are too far in the North bordering to
Tnailand and, therefore, too far from the local market. Therefore,
in West Malaysia two States have been chosen which both show a
very good prospect for setting uvp such a ¢timber complex in
connection with sufficient logging concession area:

The States are Negeri Sembilan and Trengganu,

The two States in East Malaysia are both covered with
dense forest. In Sabah log export is very familiar but the costs
for logging are so extremely high that a comparison wi‘h other
States would have been disadvantageous. For that reason, in East
Malaysia only the State of Sarawak was visited.
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In the federal capital of Malaysia, Kuala Lumpur, we
first visited UNDP where we could not get any information except
that we were directed to the I'A) fores‘ry proiect in Kuala Lumpur.
"here we visited Mr. Ken Sargent, FAO, who is with the project
since long. He expliained to us briefly that forest in many parts
of West and Fast Malaysia is fairly harvested and not enonth left
to consider our project. But he confirmed that States such as

“egeri Sembilan, Trengganu and Sarawak have enough resources lef

r
.

Afterwards we visited FIDA (Fecderal Industrial Develcopment
Authority), where we met their timbe:r industries specialist,
Mr. Ool Seng !lock. Basically, he gave us the same information as
Mr. Sargent and recommended the same States to be visited for

the discussion of our project.

Project in the State of Negeri Sembilan, West Malaysia

The capital of the State of Negeri Sembilan is Seremban
and we made several visits there. In the course of our visits to
Seremban we were received by

The Chief Minister of Negeri Sembilan, Datuk Mansor
bin Othman

The General Manager of the State Development Corporation
and also the Chairman of Nestin, Tuan Sheikh Mus*apha

The Secretary of Nestin Sendirian Berhad, Datuk A. Razak
Yusof

The Director of Nestin Sendirian Berhad, Datuk Ariffin
The Director of Nestin Sendirian Berhad, Datuk Kadir.

The State of Negeri Sembilan is one of the small States
in Malaysia, however, the State Government is very keen to develop
the State very efficiently. The Chief Minister, Datuk Mansor
bin Othman, expressed his opinion that a co-operation in this forest
project would be of interest for the State, however, he believed




.
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that such a joint venture project would certainly be only the
becinnine for a larger co=-coperation in the future which could
tead tooa chain of other projects in the State =sach as oil palm
ov o rubber plantations, the developrent of the new harbour {n

Pore Diokstn with Hetel procects thore etc,

of Neyeri Sembilan has not very large forest
resources, however, since the Government is interested to turn
o ely into aaricgltural area, 1t is a different
d o€ Inqeine toncession which ts available there compared with
er Stazes and countries. While a logging concession usually
s:ders "select felling” and allows only -~ certain cutting rate
out of the forest, which means that only useful trees with regard

)

age ard/or srecies will be selected and cut while the forest
itself remains for natural regrowing, in Negeri Serbilan the fores+
will be available largely for "clear cutting” which means, that+t a
maximum of timber can be removed from the forest while all the rest
will then be burnt to make the land clear and availabie for

agricultural usace.

This means that a far larger amount of timber will be
available from the concession area “-an in other States and

concessions,

The State cf YNegeri Sembilan is already considering
to set up an integrated timber complex within the State, whereby
the log sunply will be based on the before mentioned clear cutting
of forest areas being available in the State. A company by the
name of Nestin Sendirian Berhad (Neceri Sembilan Timber
Industries Private Limited) was incorporated in 1971 and has
started logging at the end of 1974. 1In January 1975 a feasibility
study for an integrated timber complex at Kuala Pilah, Negeri
Sembilan, Malaysia, was worked out showing all the background
informations about the company, the objectives of the project, the
basic considerations regarding markets, raw material and the general
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conditions for processing of timber in the State as well as, the

technical planning for the project which includes the following
production lines:

- sawmilling

- plywood

- blockboard

= flush doors

- woodworking

- mouldings

= truck flooring
- wood turnings
= roundings

- carvings

- pre-fabricated houses

as well as the complete cost calculation and the financial planning
of the project for a period of 5 years in advance.

The conditions in Negeri Sembilan would be very favourable,
since forest concessions are given and will be given to Nestin
based on an agreement between the State Government and the State
Development Corporation, who is the major shareholder in Nestin.

Also the project will be very favourable because the
State is situated on the west coast of West Malaysia and distances
between the forest concession area and the town of Kuala Pilah
where the factory is supposed to be installed (about 100 kms), as
well as the distances between Kuala Pilah and the harbour of Port
Klang, as well as the distance between Kuala Pilah (about 140 kms) ,
and the densely populated area around the federal capital of Kuala
Lumpur (local market) are all very short (about 100 kms).



Joint venture for loaging and for the inteqrated timber
complex is not only possible but highly welcomed. The 1l5gging
costs are the lowest altogether due to the short distances for
transportation and also due to the density of forest and the fact
that clear cutting of the forest is possible. According to the
feasibility study the logaine costs at the loggina camp will be 3just

about 12,- US$/m3,

Infrastructure in West Malaysia is excellent that means
that a railway is available as well as very good road connections.
The production costs are also relatively low and, therefore, the
feasibility of this project is excellent. (Quite a number of by-
products will be produced besides the exportable main products, which
can easily be sold in nearby populated areas, representing a con-

siderable local market,

In total, this project would be most recommendable for
a joint venture with Kuwait, however, the State Government is
proceeding with the project on their own and may succeed in getting
their finance arranged before a decision in Kuwait has been made.

Project in the State of Trengganu, West Malaysia

The State of Trengganu is situated at the east coast
of West Malaysia. During our visit we were received by

The Chief Minister, Datuk Wan Mokhtar bin Ahmad

The State Secretary, Datuk Wira Jaya

The State Assembly Member, Wan Adnan Bin Ismail

The State Financial Officer, Encik Abdul Rahman Bin Nasir

The Managing Director (subsidiary of SEDC),
Encik Mustaffa Bin Muda

The State Director of Forestry, Trengganu, Encik Baharuddin
Bin Haji Ghazali

The General Manager Trengganu Tengah Development Authority,
Wan Nik Bin Ismail
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The State Development Dfficer, Encik !lamzah Bin Ahmad

The General Manager, State Economic Development Corporation,
Encik Muda Bin Yusof,

The Assistant Development Officer, Encik Omar Bin Pilus

The State of Trengqganu has a very large forest area which
covers about 1 million acres. This forest area is divided in four
timber projects out of which the Dungqun Intearated Timber Complex
{s the most interesting one for the joint venture considera*ions
of the State of Kuwait. This Dunqun area covers 250,000 acres or
100,000 ha with a timber stand of about 63 cbmr,/ha which is very
dense and economical. On a 25 years cutting scheme this means, that
the Dungun timber complex could be based on an annual log input
of about 250,000 m3, which would be easily enough for the require-
ments of the industry in Kuwait, plus sufficient allowance for a

future growth rate.

A feasibility study for this project was worked out by
a Romanian team of experts, however, the report was not accepted
by the State Government since several figures were wrongly estimated
and not based on facts.

Our own observations have shown that the logging costs
will be sorewhere in the range between 10.- and 12.- US$/m3, which
will bring the costs of the logs delivered factory site up to
14.- to 16.- US$/m3.

The logging costs are in this higher range in Trengganu
since quite some roads will have to be built into the Dungun
forest where, so far, only few roads are existing.

A joint venture for the logging concession and for the
integrated timber complex is not only possible but highly welcomed.
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Infra-structure is fairly well available in Trengranu,
however, it must be considered that the final products have to
be transported, for the time being, to the west coast harbour of
Port Klang (about 450 kms) until the east coast harbour of
Kuantan will be ready and opened sometimes in 1978. The distance
between the logging area and the factory site around Chukai is only
about. 80-100 kms while the distance between the factory site and
the harbour of Kuantan will only be approximately 60 kms,

Products for the local market will be partly sold in
the State of Trengganu but the majority will have to be brought
to Kuala Lumpur which is situated at a distance of about 410 kms

from the factory site,.

The Government of the State of Trengganu expressed that
they would be extremely interested in a continuous contact with
Kuwait for the development of the timber project and a number of
other projects which they have considered already. These are
projects for

- cement production
-~ glass production
' ~ cattling
& - ground nut oil production
| = tourism

3.1.12. Project in the State of Sarawak, East Malaysia

In the State of Sarawak we were received by

The General Manager of Sarawak Timber Industry
' Development Corporation, Mr. Murti,

The Chairman of the Sarawak Economic Development
Corporation, Mr. Amin Satenm.




While the western part of the State of Sarawak is
fairly populated and a certain infra-structure is already exist-
ing the population in the eastern part is ery scattered and infra-
structure is alrost not existing. Sarawak's forests have been
rich in Ramin, a tirher species which is white, can be processed
very easily and has conquered the market in Furope for mouldings
and furniture Compbnonts. The timber concessions for Ramin have
been in the hands of a few Chinese families, who became very rich
in a very short time. The government has realized the large value
which is in its natural forest resources and is, therefore, now

trying to make the best out of it,

The timber potential in Sarawak is large. 1In total, about
3.0 million acres or 1.2 million ha are available as forest area
with a timber stand of at least 100 million tons or 180 million m3,
However, not all of this timber stand is for commercial use and
at least 12% of even good areas cannot be counted for logging due

to difficult terrain.

Log expoft from Sarawak is not allowed. Logging con-

cessions are given out on a 25 years period with the obligation of

a cutting rate of a minimum of 100,000 tons or 180,000 m3 /year.

The main commercial species in the forest are Meranti, Kapur and

Keruing, representing about 40-45% of the forest.

Jgint ventures in the State of Sarawak for loggqging and
processing are welcomed, however, the majority of shares should be
in the hands of Malaysian citizen. Foreign investment should not
be less than 30% but must not be more than 49%.

The commercial timber stand in the State of Sarawak is
between 35 and 45 m3/ha and the logging costs includ%nq ifanlporta-
tion to the factory site are in the range between 15.- and 20.-
US$/mi.

-
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No specific logging area was offered to us but an area
near the one shown in the annexed map could be considered. The
harbour of Bintulu is under construction but until about 1980

trans-shipment to Miri or Singapore will have to be considered.

3.1.3. Indonesia

28th - 30th April 1975

At UU.N.D.P. we were received by Mr. Gunnar Kastengren,
the Senior Industrial Development Field Adviser of UNIDO in U.N.D.P.
Jakarta. Mr. Kastengren had prepared our visit very well already
and we, therefore, were received by most important government

executives in Jakarta.

Board of Investment

At the Board of Investment we were met by Mr. Swedi, the
Chief of the Investment Promotion Bureau. He informed us that in
Indonesia it is generally impossible already now that foreigners
participate in a logging concession. We were given some informative
literature and there it reads as follows:

*The present policy, however, does not allow foreign
interests to have a concession holding in forestry, either directly
or_through a joint yenture. A foreign company may under certain
circumstances act as a contractor to an Indonesian concession

holder”.

Joint venture companies in Indonesia must also have a
majority shareholding of Indonesians and the related regulation
reads as follows:
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“The final accomplishment of this policy will ultimately
ensure that Indonesian participation in new exisitng fo.eign
ventures shall not be less than 51%. The foreign interest should
provide clear opportunities for Indonesian parties or Indonesian
Iinterests in general to gradually increase their equity partici-
pation. This can be done either by straight forward sale of shares

or through the stock market",

This means that a joint venture company with Indonesian
majority could be formed to

- perform the logging operation on a contract basis
with the concession holder

= process timber, or at least part of the timber cut
in the forest, into the products being required in
Kuwait,

however, it wil!l not be possible that this joint venture company
can be the concession holder. For this reason the joint venture
company will always depend on the willingness of the concessionaire
to fulfil the contract. Because of this requlation a conflict

of interests over the prices for the logs is also almost unavoidable.

Ministry of Trade

At the Ministry of Trade we were received by Dr. Ibrahim,
We vere informed that exports of products from Indonesia are not
subject to restrictions by now, except that prices are.controlled.
That means that companies exporting products Q‘Fm Indonesia must
follow the government's export prices check list and cannot sell
at any price they want,.

The government realizes that present exports are mainly
directed to Japan and welcomes, therefore, any further export
opportunities to other countries.




The export of products is subject to pay:ment by Letter

of Credit. Other payment terms are not allowed for the export

of products from Indonesaia.

The export is also subject to an export tax which at

present is

. for finished products
. for plywood
for parquet flooring
10% for raw material = logs
10% for sawn timber
pending and undecided for mouldings and@ truck flooring
pending and undecided for railway sleepers.

Ministry of Agriculture

Directorate General for Forestry

Here we were received by the Director General for Forestry,
Mr. Soedjarwo, and the Director of Production, Mr. Soemarsono. We
were informed that most of the concessions in Indonesia are given
out already that means that the Directorate General for Forestry
does not have any forest concessions available to be given to a
new joint venture company. This would also not be allowed due to
the regulations. Mr. Soedjarwo recommended to get in contact with
several large Indonesian concession holders. We were given altogether
six names and addresses of companies which we should contact during
our visit.

Indonesian Woodworking Association (Masyarakat Perkayuan Indonesia)

Here ve were received by the President of the association,
General Taswin A. Natadiningrat. General Taswin confirmed basically
the informaticn we had received already and also recommended us to




get in contact with concession holders operating larger corcessions
already. We were promised to get a complete list of all ~oncession

holders in Indonesia (which, unfortunately, was never received).

Various Concession Holders

In the course of our programme we then visited a nurmber
of concession holders and had discussions wi:"'y them. The s mmarized

result of those discussions was:

!. Due to the lack of liquid funds and the very large demand of
capital for the development of timber concessions in connec*ion
with the necessary logging operation and transport arrangerents

ft 18 very easy to find a joint venture partner in Indonesia.

2. Because of s0 many Indonesian companies could be interested
in a joint venture it would be necessary to select the future
partner very carefully, which could only be done in the course
of a feasibility study.

3. Generally, however, the problem of the logging contract will
cause a conflict of interests since joint venture logging
operations are not allowed by the government.

4. Logging concession with very favourable conditons.(short dis-
tance to the harbour, dense timber stands of logs with large
diameters and a high market value) are all taken and suvrely
harvested already and practically no more available, not even
on a contract basis.

5. Due to the longer distances of transportation between the
logging area and a possible production site the logging costs
will be always in the range between 25.- and 30.- US$/m3.




The population in the forest areas is very scattered and it
is, therefore, necessary to set up the production site some-
where in a populated area which is either on the island of
Java or near t>e harbour towns in Sumatra or Borneo. The
setting up of a factory near the harbour towns in Borneo or
Sumatra also causes high labour costs, since labour force is

rare and expensive. Setting up a production site in Java,
however causes additional freight costs of about 5.- US$/m3
of round logs for the transportation of the logs from the
loggying port on Borneo or Sumatra to the factory site on Java.




3.2, Travel Report Africa

Report travelling around Africa between
21st June 1975 and 20th July 1975

The following report is prepared as a brief statement
of the detailed discussions held during the trip around Africa
for the purpose of the assessment of raw material for a joint
venture timber project to be set up either in Kuwait or in the
country of the origin of the timber in connection with a
timber concession. Participants on the trip were:

- Mr, Issa El-Mazidi, acting Industrial Development and
Consulting Bureau Director and counterpart to the
Project Manager, Ministry of Commerce and Industry,
Kuwait, and

= Mr. Gotthard P, Heilborn, Heilborn GmbH, 8200 Rosenheim,
West Germany, as short term consultant of UNIDO, Vienna.

3.2.1. Egypt
21st - 23rd June 1975

. Our trip started from Egypt where Mr. El Mazidi and 1
have joined together. Our first state then was Ethiopia.

J.2.2. Et a8
23rd June 1975
We vere met by Mr. K. Rudy Meyer, the regional Forest

Industry Advisor, and the Chief of the ECA-FAO Forest Industries
Mvisory Group for Africa. Nis address is:



Mr. X. Rudy Meyer

Chief, ECA-FAD Forest Industries
Advisory Group for Africa

Africa ttall

FCA-Tndustry Division

P.0. Box 3011

addis Ababa, Ethiopia

Mr. Meyer gave us the following advice:

Kenya - Besides of some concessions which are still available
for indigenous forests there are many plantations of
sof* wood available, however, Mr. Meyer doubts it
very much whether those plantations would be big
enouch to supply the required quantity of soft wood
timber.

3::5?”,0; - The conditions in Tanzania are much more favourable

Tanzania for the project since larger areas of natural forests
are stiil available and a few plantations are already
there for soft wood. There could be one possibility

in San Hills,

It s also to be menticned that Tanzanla provides a
special freight fare for products if those products

are supposed to be for export purpose.

Swaziland =~ There are big plantations available in Swaziland,
however, all of them are in the hands of private
companies. The largest plantation area is owned
by Peak Timbers, a subsidiary company of Anglo-
American,

Malawi = There is somc forest available in Malawi. The
forestry office is in the new capital and the
man to be contacted there is Mr. Logie. In
connection with Malawi Forest the transportation




Madagascar

United
Republic

of Cameroon

Nigeria

Ivory Coast

Liberia
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costs must be carefully checked because those ones
are rather high.

Also Madagascar is a country which would be worth to
be visited, since there are large areas of natural
hard wood content available. However, those ones
are not very accessable, We are advised to contact
FAO Rome about some projects at the West Coast.

Mr. Meyer mentioned the FAO project in the Deng-
Deng area. FAC has also made an inventory there.
The good areas in the south and southwest of the
country are already taken and there is not much left.

There is to be seen Mr. Petroff, the manager of the
FAO project and Mr, Jozef Awunti, the Deputy Minister
of Agriculture and Forestry.

There is not enough raw material left in Nigeria
but it might be possible to take over one of the
existing forest concessions. Generally, Mr. Meyer
does not expect many prospects for our project in
Nigeria.

The government of Ivory Coast is interested and
must be contacted. For example, there is an area
of about 1 Mill. hectare available north of the
harbour of St. Pedro in the western part of the
country. It will be advisable to see the Minister
in Charge in the Ivory Coast and Mr. Locatelli of
B.D.I. '

The forest in the eastern part is good whereby the
forest in the western part is not good. Concessions
should be still available, because many of the



given out concessions are not used yet. We will
likely find great interest in joint venture even
for forest areas which are close to the coast.

We must meet ¥Yr. Frank Werner, German Forestry
Project (UNDP), and Mr. Milborn Thornes, the

Vice Minister of Agriculture.

1+ would probably be of interest for the project
to include also Gaban into our trip because there
is still considerable forest area available in the
third zone. Unfortunately, this third zone is all
far inside the country.

3.2.1. Kenya

23rd - 29th June 1975 and 2nd July 1975

UNDP

In the UNDP office we met Miss Griffin who is the secretary
of Mr. William J. Millager who was out of town and whom I was
supposed to meet in Dar es Salaam, Miss Griffin arranged very
properly all the meetings with the government officials,.

Ministry of Commerce and Industry

Here we met Mr. E.C. Kotut, the Director of the Industrial
Survey and Promotion Center in the Ministry of Commerce and Industry
and his advisor, Mr. E.W. Espenhahn. The result of the discussions
was that no forest concessions are available in Kenya anymore
but there might be many possibilities for joint venture operations.
Further details are supposed to be collected from the Forestry
Department,
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Forestry Department

Here Mr. Mburu, the Chief Conservator of Forestry, was
unfortunately not available but we met with Mr. Ndegwa, who is his
assistant, The result of the discussions was as follows:

In Kerya concessions for a certain timber area are no
more existing and no more available. The Forestry Department
and the Ministry will only give out a certain right to explore
certain timber species in a certain so called "Licenced Area".
Such a "Licence Area Concept" means, that a company is allowed
to operate a forest and to remove specific species and specific
quantities out of this forest,

We have mentioned that we need approximately 40 - 50,000
m3 of softwood sawn timber per year which means a log input into
the sawmill between 80,000 and 100,090 m3 annually.

We were informed by Mr. Ndegwa that the present soft-
wood cutting rate in Kenya is about 300,000 m3/year out of which
about 20% which means 60,000 m3 (log input) would be available

for export purpose. The same figures are valid until approximately
1980,

After 1980 the cutting rate will be increased and after
1985 it will be reaching an amount of about 500,000 m3/year of logs.
However, the government expects the local consumption also to be
rising proportionally that means, that after 1985 also about only
20% of the total logs cut will be available for export which means
about 100,000 m3/year. However, this would be required for our
project already now as log input and not only in 1985.

Plywood export will not be possible for next 30 years.
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Elgon Olive would be available to produce fancy sliced
veneer which could then be exported. Also chipboard might be
possible to be produced for export purpose from waste being
available at the country's sawnmills, The government would also
be interested to export fibre boards from the newly opened fibre

board factory cf Timsales,

For the quantity of 60,000 ml log input per year which
would probably be available it was recommended to consider
participation in several existing sawmills. For that reason
the following companies were recommended to be contacted:

Mr. Muchiri
Kitiro Sawmills
Elburgon and Molo

Mr. Hajid Singh
Kaptagat Sawmills
Kaptagat

In the further part of the discussion Mr. Ndegwa men-
tioned that the government would be particularly interested in
the export of sliced veneer made out of Elgon Olive or African
Olive and also in the export of chipboard which could be made out
of local waste and eucalyptus. For that however, a feasibility
study would have to be worked out.

Timsales

#

Here we met Mr. Henson, the Managing Director of Timsales . _

Group of Companies in Kenya. Also Mr. Henson confirmed that by
now probably 20,000 to 30,000 m2 of sawn timber annually would be
available for export. This quantity could be increased up to
40,000 to 45,000 m3 after 1985 and up to 100,000 m3 by the end of
the century.




The Timsales Group could, probably, make available
for export approximately 9,000 m3/year from their group companies
Amalgated Sawmill and Sokoro Sawmill. This would be almost 100%
Cypress now but later it would be also mixed with pine. Out of
their own production this quantity could probably be increased to
18,000 m3 by 1990 and to 30,000 m3 by the end of the century.

A certain problem will be the transportation of the
softwood to Kuwait because it will be necessary to have a big
storage area available near the harbour side which is row not
existing there,

Mr. Henson also mentioned that in Kenya it is necessary
to have ‘

-~ & logging licence for any kind of logging operations
= a factory licence for any kind of production, and
= an export licence for the export of any produced goods.

There is also a New Project Committee which decides
about deduction of taxes, for example the 10% sales tax,

Eastern Rift Saw Mills Ltd.

Following the recommendation of Mr. Menson of Timsales
we have visited Eastern Rift Saw Mills Ltd., who are interested
to sell their sawmill. Present production is about 300,000 cu.ft.
or 8,300 ml/year in log input or approximately 3,500 m) of sawn
timber output per year.

sSokoro Sawmills Lt4d.
Sokoro Plywood Ltd.

Sokoro Fibre Board Pactory

Following the recommendation of Mr. Nenson we have also



visited the above mentioned three factories in Elburgon. The
Plywood factory produces mainly tea-chests on very old machines
and also the machines in the sawmill are very old. The fibre
board factory is new and not in full production yet,

Summary

As summary to the visits in Kenya it must be said that
there will be not enouqh raw material avajilable to produce the
annual quantity of softwood sawn timber required and even the
before mentioned 50% of the required quantity would not be avail-
able from one source alone but probably only from 3 or 4 different
sawmills,

Kuwait Embassy Nairobi

In the course of our visit to Kenya we have also visited
the Kuwait Embassy in Nairobi. During this visit we were received
by the Charge D'Affairs, Mr. Jasim M. Al-Sabbagh.

Mombasa
In Mombasa wé visited a small factory of Mr. Adamjee
by the name of Coast Sawmills Ltd. and we were also shown around

the harbour to learn about the harbour facilities of this most
important port along the whole East Coast of Africa.

3.2.4. United Reputlic of Tanzania

29th June - lst July 1975

Ministry of Cosmerce and Industry

We were received by Mr. Jamal, the Minister for Commerce
and Industry. He cxpressed that a joint veature with Xuwait
would be very much in the interest of the Tanzanian Government and
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would be most welcomed for the country.

Ministry of Natural Resources and Tourism

We were received by the Minister of Natural Resources
and Tourism, Mr. Makame and his Principal Secretary Mr. Mulokosi.
We were advised that a joint venture between Tanzania and Xuwait
would be most welcomed and that we should not look only into
softwood timber resources from Tanzania but that Tanzania would
be interested to get the whole project including the plywood
veneer and chipboard producticn to be based on existing hardwoods.

Forestry Department

We met Mr. Charles S. Mmbando, the Director of Forestry.
The forest areas are now about

- softwood plantations 45,000 ha
- hardwood plantation (mainly teak) 6,50 ha
- natural regneration 150,000 ha.

Specially the softwood and hardwood plantation areas
are expanding about by 50% per year and will reach a very big area
already by 1980. Tanzania's area is covered by about 50% by
forest and part of their softwood plantation are considered for
the production of pulp and paper.

Presently about 14,000 to 135,000 m3 of hardwood sawn
timber are exported per year and this will be increased to an
export of about 25,000 m3/year in the near future.

: The government is very interested in joint venture for
the export of hardwood sawn timber, however, also softwood sawn

timber could be made available if the whole project will be con-
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sidered in Tanzania.

The question of concessions is handled in approximate.y
the same way as in Ketya that means, concessions for complete
areas are not availabie, however, exclusive licences are available
for certain quantities of certain species to be cut out of certain

areas.
Special attention is to be drawn to the fact that
certain hardwood species are available only in Tanzania and might

create a very good export market.

Tanzania Wood Industry Corpo-ation (TWICO)

Unfortunately, neither Mr. Daniel Lyamuya, the General
Manager of TWICO, nor Mr. K.S. Chunsi, the Assistant General
Manager of TWICO, nor Mr. Jestus Mapesa, the ‘enior Industrial
Economist of TWICO were in Dar Es Salaam at the Lime of our visit.
Therefore, we discussed the possibilities with Me. J.N. Mushi,
the Fxport Manager of TWICO, Mr. Gunnar Kvarnaeck, the Forest
Industries Economist of TWICO, Miss Mtango, a Planning Economist
of TWICO and Mr. D.D.S. Scorer, the Advisor on Export of Timber in
the International Trade Center Project of the Ministry of Commerce
and Industry, who is also assigned to TWICO. The result of the
discussions was that actually no softwoods are available for export
in the moment, however, they could be made available if Kuwait
considers to set up the complete project in Tanzania.
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Secand visit to the 'rited Repablic of Tanzania

2lst - 22nd September 1975

TWICO

This time Mr. Lyamuga and Mr. Mapesa were avajilable
for discussions which have been prepared by Mr. Scorer.

However, it was stated that no forest area in Tanzania
would be large enough to cater for the comnplete requirements of
the project, i{.e. about 180,000 m3/year of hardwood and about
90,000 ml/year of softwood logs. All forest areas are scattered
over the country and every forest area is just big enough to
guarantee a continuous lnog input of about 30,000 m3 per year.

Since we need about 270,000 ml/year of total softwood
and hardwood log input this means that the production would have
to be split on to about 7 - 10 different places which would all
be near a forest area. For example there are 2 plywood factories
existing in Tanzania with an output of about 9,000 ml/year. Those
ones could be expanded to the output for our project.

Also there are integrated timber complexes in the plan
for the production of pPlywood, veneer, blockboard, flush doors
and sawn timber. But with respect to the timber being available
for logging in the nearby area those timber complexes will each
have a log input of about 30,000 ml/year only.

Such new complexes are planned for Amsha (expansion),
Tabora, Mbeya, Sao Hills and Morogoro.

Logs delivered factory site cost about US$3S.- to
US$40.~ and sawn timber ex-factory about US$135.- but transportation
only from Amsha to the harbour town of Tanga cost another US$43.-
and from areas like Tabora or Mbeya to Dar es Salaam will then cost
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about US$80.-.

Administration and sales could be handled centrally
from Dar es Salaam. Possibly not all the production would have
to be established completely new since several exisiting sawmills,
¢ chipboard factory and at least one plywood factory could be

taken over by the new joint venture company.

Summary

For the reason of splitting the project into so many
different production places it seems that this will mix the economy
and competitiveness and, therefore the whole feasibility of set*ina
“p the complete project in Tanzania.

3.2.5, Swaziland
3rd - 4th July 197
U.N.D‘p.

I was received by Mr. Greenidge, the Resident Represunta-
tive of U.N.D.P. Mbabane, Swaziland. Unfor‘unately, Mr. Greenidge
had only arranged meetings with government officials whereby no
meetings with any private companies had been arranged which would
have been essential, since all the timber is in the hands of
private companies exclusively.

Ministry of Industry

1 was received by the under-Secretary of the Ministry
for Mines and Tourism, Mr. L. Sithebe. Me confirmed to me that
the government has no control about any forest in the country since
all plantations are in the hands of private companies and natural
forest is not existing. I was advised to see the Economic Planning
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and Tinance Nivision and the Torestry Department to collect more
informasion, Mr, Si{+thebe was also kind enough to arrange a mect ina
with o Mr, LA, Crabtree and Mr. Wennington of Tonkwane Estates

mreed, who I met on 4ttt July evening in Johannesburg.

tconomic Planning and Finance Division

Here I met Miss Page who confirmed to me that the
government has no control about any timber areas and does not
intend *0 have such control in the near future. With investors,
however, any time it could be considered to set up new plantations
Lut there wou!d only be cgood for logaing operations after 15 to
20 years,

Mintstry of Agriculture, Forestry Section

Here I me* ¥r, David Ormerod and Mr, Pritz Rosenorn-Lehn.
Those two gentlemen have just completed a very detailed study
abou* all the timber plantations and all operations on timber .
existing in Swaziland and I was promised that they will be sending
one copy of their study Lo our Singapore address for my considera-

tion which was received later.

Basically it is to be mentioned that there are two
large timber plantations in the country. In the south this
plantation is operated for a pulp and paper factory ahd they are
over-cutting their limits, so that there is absolutely nothing
available for exports as sawn timber. In the north, Peak 7imber
Limited (a subsidiary of Anglo-American Company) is operating about
24,000 ha with a timber stand of approximately 250 to 280 m3/ha.
The annual output could reach a figure of 350,000 ml/year in log
form, however, only 2/3 of it are presently utilized due to high

logging costs and difficult logging operations. There was no
meeting arranged with Messrs. Peak Timber Limited and it was not
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possible to arrange one within the short period of time.

A further plantation is called Swaziland Plantation.
They have 4,000 ha of forest land and they are cutting their timber
very economically and are therefore selling all of {t to South

Africa. Any surplus i3 not available for our considertions.
The only possibility could he in connection with smaller
area holders such as the Tonkwane Eastates Limited, and for tha+

reason the meeting in Johannesbhurg was arranged.

Tonkwane Fstates Limited

In Johannesburg I met Mr. D.A. Crabtree and Mr. Wennington
and 1 was told that out of their plantation about 10,0C0 m3 of
sawn softwood could be exvorted per year. There would be another
smaller sawmill which owns approximately the same size of area of
softwood plantations which would probably also be interested in
a joint venture with Kuwait on the same quantity of export. Since
even those two sources could not fulfil the complete requirement,
Mr. Crabtree suggested, that he would like to discuss the matter
with Messrs. Peak Timber on behalf of us and he would send me the
results of all his discussions to Singapore for being taken into
consideration in my renort. Unfortunately those papers were not
received,




mited Repd lic of Cameroon

S5th = 1lth July 1975

"Here I was received by the Resident Representative Mr. Mufey,
and by the Deputy Resident Representative Mr, Mathews. In charge
of my mission was Mr, McGrath who quided me directly to the
Forestry Project from where again 1 was gquided to Mr., Tchomtchoua,
e Administrateur Civil Principa! Conseiller Technique of the
Minigtry for the Development of Industry and Commerce.

Ministry of the Development of the Industry and Commerce

Mr. Tchomtchoua arranged an extensive meeting with:
- Mr, El-Hadj Ahmed Khalifa Ko+toko, Chief of the Service for
Asjian Affairs in the Foreign Ministry

Mr, David Ebongue Sone, the Co-Director for Incustry in the
Ministry of the Development of the Industriel et Commerce

Mr. Gustave Gamon Mbeng, the Director of Water and Forestry

Mr. Makon Wel iong, the Co-Director of the Forest Project

Mr. Lucien Ngoundo Black, Director of the National Investment

Company.

In the oint meeting it was mentioned that the government
would be very interested in a joint venture with Kuwait. Several
general papers had been prepared already for the meeting,

Particularly two forest areas would be available for the
Kuwait project. One is south of the Deng-Deng project which is
situated in the middle of the southern part of the country and quite
near to the national railway. However, the distance between the logging
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area and Douala as harbour is guite iong and will require high
transportation costs. I was shown fiqures, whereby the locuinag
costs in the forest are only approximately 20.-US$/m3 whereby

the same loos will cost fob avnroximately 50,-US$/m3,

“here is anothter piece of land available which 18 rorehy of
Douala and 1s also situate!d noar ‘he railway which would raxe *rans-
rortation costs considerably lower. Mr. Makon of *he Forestry “roiaece
tas promised to send s*tudies ard figures about these two areas to
Singapore to be taken Into my report. Unfortunately, these vaners
were not recelved.Only a few figures about log prices and

transnortatjion costs were sen*,

Tugether with Mr, Mhena and Mr. Makon also *he Carerc:n Ply-
wood Corvoration was visited in Mhalmayo and discussions were held
with Mr, Mukuri-Maka Aron, “he Assistant Manacer. The comnany 1is
a.s0 known under *he name of COCAM., The production in 2=shi f+g
is about 4,000 sheets of plywood 4' x 8' x 4 mm on mainly Italian
machines, Besides the production of plywood also blockboard and
f lush doors are produced whereby a small sawmill cuts the necessary
planks. The production is low due to unbalanced capacities of the
sincle machines and some serious bottle necks in the production
itself and could easily be doubled with very small investment
only., But taking the standard of this plywood factory into
consideration it is clearly to be understood, why Cameroon would
be so very much interested in the Kuwait project, since this
project would bring an industrial revolution to the country by
its size and economical output which would be almost exclusively
export orientated,

Also I met Mr. Lucien Ngoundo Black of the National Investment
Company who explained to me that the Investment Company is fully
owned by the government and usually operates in two ways:

1. On purely government joint ventures, the government will
hold the first discussions and negotiations with the partner



un*{l a general aareement is reached and signed. Then
5.N.1. (The Nationa! Tnvestment Company) will be called in for

the imnlementation of the project on behalf of the government,

2. 0n strict'y nrivate business the 5.N,I. will negotiate with
the nartner withou* the government and will reach agreements
which, naturally, have to fulfil all covernment regulations.
™e SN.T, wi'l then act as a partner to the private joint

ventiure nartner and ‘mnlement the project by itself,

At the end of the visit there was another joint meeting in
the office 0f ¥Mr, Tchomtchota where a summary of all! discussions was
discussed. After that final meeting we were received by the
vinister of Agriculture, Mr. Maikono Abdulays. The Minister

expressed again that Cameroon won!d be extremely interested in

this joint venture and he was "oping that this Kuwait mission

was the beainning of a very truitful and successful co-operation

Letween the two countries in the future,

Second Visi*® to the United Republic of Cameroon

2nd - 4th October 1975

Director for Water and Forest

In the course of this second visit to "aeroon had the
opoortunity of discussing the requirement once again with the
director for Water and Forest, Mr. Mbeng. He specified tha:
altogether four areas could be considered immediately.

There are 2 areas in -he East where the conditions are
quite similar. For the comparison with other countries, therefore,
only one of those areas was considered,




The size of the Eastern areas is about 60,000 ha each
and one 18 located north of Belabo facing the National rajlway
at its southern and eastern houndary while the other is located
in the triangle between the Bertuua - Nanca 5boko and the Bertona =

Abong Mbano roads,

Timber stands of marketatle species only are between
20 and 40 m3/ha and the species are quite mixed which means that

“he conditions would be good for an integrated timber complex since
acditionally presently non-marketahle species could be used for
core purposes,

The disadvantage of those areas is the distance to the
hlarbours of Douala or Kribi which would be about 609 km by road
or train. Generally it was considered that the production site
could be Jocated about half way between t#e fo est and the harbour

but in any case near to the densel populated areas.
DOE

In the south, the 3rd area is located snuth of the Kribi
- Ebolowa road and has about 200,000 ha with a timber stand of 5-10
m) of marketable species per ha. There these species consist of al}
red woods. Additionally also non-marketable Species are available.
The distance to the harbour town of Kribi where also the production
site could be set up is only about 80 = 90 km which would reduce
the transportation costs considerably. MNut the area has been worked
already before and, therefore, the timber stand is ﬁot S0 dense

anymore. For this reason it was not considered for the comparison.

But the 4th area was compared with other countries’
conditions since it has similar conditions as the 3rd area, however,

it is located in the English speaking Western part of Cameroon and
the area 1is state owned.
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The size is 300,000 ha and it is situated south of Xumba.
Commercial timber stand is below 10 m3/ha but the area is loca ed
in the densely poou'ated part of the country which means lahou:
force would be ava‘lable but also a local market would exist and
the distance to *he harbours of Douala and Victoria is jus* ahnnt.
60 km, Timber species available are all] mined,

Mr., ¥beng exnressed acvain the country's great interes: in
this joint venture project with the State of Kuwait,
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J.2.7. Nigeria

11th = 13th July 197%

U.N.D.P,

‘ At U.N.D.P. I met Mr. Lavides, who is the 'NIDO re-
presentative at the U.N.D.P. and Senior Industrial Development

Field Adviscr. Mr. Lavides told us that practically all forest
is given out te concessionaires and those concessionaires
are rarely interested in joint ventures, since capital is

available in Nigeria and not needed to be hLrought into the country.

Mgnistry of Industry

Mr. El-Mazidi met the Assistant Minister of Industry
and was told that there is no serious interest by the government
of Nigeria for such a joint venture project with the government
of Kuwait, since no concession is available any more and the pre-
sent concessions are operated already.

J.2.8. Ivory Coast

l4th = 16th July 1975
U.N.D.P,

At U.N.D.P. we met first Miss Meyton who gave us a very
clear briefing about the situation in the country and guided us
straight away to the right persons in the government.

Later on we also met Mr. Petitpierre, the Resident
Representative of U.N.D.P. in the ‘Ivory Coast. Mr. Petitpierre
told us that the concessions in the Ivory Coast have all been
given out and most of them are not only operated but over-exploited




which means, that there {s not ton much potential left in the

country for a project of that size.

in the U.N.D.P. office in the Ivory Coast we also
found the unique case, tha*t afrer receiving f *+he cable of
Mr. Babic «f "NIDO, Miss Moayton hil written ¢o ‘4he Minis*ry of
Foreian Affairs about our wission and had given copies of this
letter to the woodworking Fede.ation, the Chamber of Cermerce,
The Bureau for Industrial Development and to the Center for Export
Trade in the Ivory Coast., Therefore, all those offices were
expecting our mission and have been prepared to meet us and to

discuss the matter with us.

Center for Export Trade in the Ivory Coast

In this office we were received by the Director, Mr.
Amon-Tanoh, and we also me*t Mr, Ketoure, Mr. Die-XKacou and Mr,
Philippot. Mainly Mr. Ketoure guided us to all the other meetings
also. In this office we learned that the government is usually
not partner in such projects, but if the Government of Kuwai* would
insist that would also be possible.

The government of the Ivory Coast favours such projects
by any means and incentives are available many-fold. It was
mentioned also that one of the advantages of the Ivory Coast 1is,
that skilled labour is available near the industrial centers.

Bureay for the Development of the Industry

In this office we met with the Director General, Mr. Kouman,
who mentioned that mainly two possibilities would be available for
the project

1. To go into joint venture, including having a forest concessionaire °
&8s partner for the joint venture, and




. To bring investment into the country without participating
in the concession but, with a guarantee by the government

for steady 'og supply.
We expressed ‘o Mr. Kouman that the Government of Kuwalit
would mainlv e interested in a joint venture, including the

concession,.

Ministry fcor Water and Forest

We were received by the Minister for Water and Forest,
Mr. Nanlo Barmha, who told us very frankly that all concessions are
given out t« ccncessionair-s and no piece of land is left. He
also told us *hat all concessions have been worked already and

there is nc p.ece of vircin forest in the Ivory Coast available

anymore. Hcw:ver, he expr.ssed that the Government of the Ivory
Coast would ! extremely 1-terested in this joint venture with
the Goverrmer* of Kuwait ani would help by all means to find
either private concessionajres who would be willing to enter into

such a kigd of joint ventyre or, to secure log supply for the

next 20 years from such private concessionaires to such a joint
venture project.

Ministry of Commerce

In this Ministry we were received by the Minister of
Commerce, Mr. Maurice Seri-Gnoleba. The Minister expressed his
great welcome to the delegation from Kuwait and mentioned that
the Government of the Ivory Coast would be very glad if this kind
of joint venture would be realized. All help from the government
could be expected and many incentives would be available.

Co-operative of Concession Owners

We met Mr. Xouame-Assane, wvho is a Member of Parlimment
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and also the President of the Co-operative of Concession Owners.
He represents abcut 110 timber concession owners with a total area
of 500,000 ha. Unfortunately, this area s spread over the whole
country and can therefore only partly be considered for our
project.

The fact of this concession owners is, that they have not
enough money to0 buy equipment and there is also no market for their
logs now which means, they are really looking for partners to
provide them with equipment, know how, finance and market. Presently
those concession owners are selling their logs to French companies
which are exporting those logs to France, but the prices are very
low.

Most of the concessions are given to the concession owners
for a period of S years but the concession agreement is renewable.

The co-operative has a Board of Directors of 15 persons
out of which the President and three Vice Presidents together
with a Treasurer are ba.oically managing the co-operative.

The Co-operative #ould be very interested in a joint
venture with the Xuwait Government and would not obligately ask

for an equity of S1% in the joint venture but would probably
expect so.

Purther details will be sent to me in Singapore about the
basic facts of the Co-operative by Mr. Kouame-Assane. Unfortunately
nO letter or papers were received.

Bureay for the Assistance for the Development of the Industry

In this office we met Mr. Stefan P.A. Liebaert, who is
- the Chief Consultant to this office and plays a very important
role in the country. He was the one who had arranged the meeting




with the Minister of Cormerce whereas the meeting with the

vinister for Water and Forest was organized by Mr, Ketoure),

vy, sebaert was explairing the situation in the country
in that way, that mest nf the forest concessions are in fact
operated but that there is still a certain potentjal available
for this roint venture prodect, In fact he considers, that about
0 concessinn hoiders with concessions near the port of St, Pedro
4re interested to join toygether as partners for a joint venture
vroiect which would i1nclude the logging concession as well as the
production 1nto sawn timber, plywood etc. Those 30 concession
holders are havine a total area of about 75,000 ha with a timber
stand of aovrroximately 40 -~ 50 ml/ha (other sources were talking
uf about 10 +0o max. 2C m3/ha only) cof exploitable species which
means, that a total timber stand of 3 to 4 Million ml would be
available. This again would make it possible to have a log input
wf 150,000 to 200,000 m3/year for our project. However, this
includes also non-commercial species.

Mr. Liebaert is of the opinion that the costs in the
forest, lcaded truck, vary between 3,500 and 4,500 F CFA (18.- to
23.=- US$/m3)and that the freight costs would be approximately
30 F CFA 0.15 US$ per km which means, that over a distance of 200 km
another 6,000 F CFA 30.~ US$/m3 would have to be considered.

Sumarx

The summary impression in the Ivory Coast was that the
government would be very interested in the joint venture. However,
the only real area of interest would be the one north of St. Pedro,

whereby 3O concessionaires will have to come into the joint venture

as partners. However for this reason and for the reason of the
higher logging costs the conditions in the Ivory Coast have been
found as not favourable for this project.
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3.2.9. Liberia
16th = 20th July 1975

L“N.D.P.

In U.N.D.P. we were received by the Resident Representative,
Mr. Bam, and by the Deputy Resident Representative, “r. Donald
T. Doherty. We were told that forest is available in Liberia and
we were sent to the right contacts in the government from where
onwards we approached successfully the Ministries in charge of
our project.

Ministry of Finance

We were received by the Minister of Finance, Mr. Edwin
J. Williams and by Mr. J. Togbakollie Woods. We were told that the
Goverrment of Liberia is extremely interested in this joint venture
with the Government of Kuwait and that all assistance would be
available for this project.

We also met Mr. Emil Jones of the Forestry Section of the
Concessions Secretariat, Mr. Jones has given us most valuable
information by telling us that the western part of the country has
not only very poor forests with probably not more than 2 m3/ha of
timber stand density but also there is no infrastructure available.
On the other side the central and eastern part of Liberia has rich
forests of primary and secondary species whereby the central part
has this forest only in the north, vhereby the eastern part of the
country has this forest in the north and along the border line to
the Ivory Coast down to the coast itself. Mr. Jones has also given
us some figures which are important for the realistic consideration
of the possibilities because compared to the total requirement in
round log input for the project of appromimately 170,000 m3/year




{t must be known, that the total production of logs in 1974

was 300,081 m) in Liberia and 487,000 m3 in 1973). 1If the figures
of 1973 probably represent the total capacity in the present time
it must be mentioned, that our project would then increase the
total log production in Liberia by about 40%,

The same comparison must be made in connection with the
area available. The total land area of Liberia is about 24 Million
acres. Out of this the closed forest area is about 12 Million acres
and the area with good and dense forost is about 5 Million acres
only. 1In this area the timber ‘stand varies somewhere between
2 - 4 md/acre for the primary species and some 4 - 10 m3/acre for

the primary and marketable secondary species altogether. Even if
considering the highest value with 10 ml/acre it means that an
area of 400 - 500,000 acres would be required as concession area

to operate this area successfully for period of 20 years. This
area again represents about 10% of the dense forest area in Liberia.

It was not directly recommended by Mr. Jones, however,
as a result of those discussions it will have to be noted that
further negotiations with the Government of Liberia or any private
sector there, will have to consider very strongly and effectively
the real timber stand in this area in connection with the marketa-
bility and the possibility to process such timbers into the pro-
ducts required in the Kuwait market.

The productions costs in Liberia are very similar to
those at all the other countries in the West Coast wvhich means,
that the production costs in the forest are approximately
20.~ to 25.- US$/m3 wheredy the costs including all the transporta-
tion and FOB charges are coming up to somewhere between 32.- and
44,.- USS/m1].
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Ministry of Planning
In this Ministry we met Mr, Lucacs and Mr. Engler.

Mr.Lucacs mainly emphasized that we would have to see
the Ministry of Commerce and the Ministry of Finance besides
his Ministry. About the possibilities in the country he gave us
the following briefing:

There are three main concession holders. All three have
already started some wood processing and would, therefore, not
be substantial partners for our considerations. These are the
companies SIGA, Vanply and P.P.P.

Mr.Lucacs also told us there are no written statements
available about the official government policy in connection with
the logging and exploitation of the forest, however, there is a
standard Concession Agreement available which we should try to
obtain. (At another office this Concession Agreement was received
and it is added to this report as annex).

Mr.Lucacs further 3aid, that no area is free any more
in the country and all the areas are given out to concessionaires
already, There might be, however, a possibility by getting one
or more concession holders to join into this kind of join venture
with their concession.

It is the governments policy now to reduce log exports
substantially and a new lav is forcing any concession holder to
turn approximately 20% of his log production into processing after
the first year of operation and to increase processing and reduce
selling of logs by always 208 in the following years to come which
means, that after 5 years of operation of a concession 100% of
the logs produced will be turned into processing and none sold as
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logs. This law, however, shows the disadvantage that some of
the concession holders are setting up very primitive sawmills
and cutting most valuable trees into planks of very low quality
just to fulfil the law.

As alternatives for the realization of this project,
Mr.Lucacs mentioned that either a number of small concesison
nolders should be found who might be willing to join into this
project or, that one of the companies should be contacted holding
a large concession but being not in a position to raise sufficient

funds for such a project.

There is an Investment Incentive Code existing which
requires that joint ventures have a minimum of 25% Liberian

partnership.

Liberia, however, offers the best conditions regarding
the forest on the whole West Coast, because there are still large
areas of virgin forest availe™le in Liberia which are not to be
found in any other country at the West Coast any more.

A further advantage of Liberia for the setting up of
this project there is that, practically no Foreign Exchange
Control is existing.

This means, that imports and exports of foreign exchange
are free, whereas in Cameroun and the Ivory Coast only imports
and exports of Prench Francs are free, whereby other foreign
currencies cannot be exported freely.

Mr.Lucacs also emphasised to draw our attention to the
south-eastern part of the country where not only rich forest
is available but also the best infrastructure.
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Ministry of Commerce, Industry and Transpor*ation

In this Ministry we were received by Deputy Minister,
Mr. Richard M. Morris. We also met the Minister at a private
party later.

Mr. Morris expressed that the Government of Liberia
would be very glad about this joint venture with the Government
of Kuwait and hopes that with this project further use of local
timbers can be made. For this joint venture itself three realistic
possibilities are available by either a joint venture between
government and government or, a joint venture between government
and a private coumpany or a joint venture between private and
private companies. However, there is a forth possibility available
that Kuwait can also alone handle this project if she wants.

We also met Mr. L. Kwia Johnson, Jr., the Assistant
Minister for Industry and his UNIDO Advisor, Mr. Jovanovich.

Ministry of Agriculture

In this Ministry we met Mr. Werner Frank, the Project

Manager of the German Forestry Mission to Liberia, who has given
Us & very negative picture of the country's opportunities by
telling us, that the good concessions are all taken away and
nothing is available any more and even the larges concessions
are jointly operated now with production companies, so that there
is no more real room left for such a big project as the one from
Kuwait.

We also met Mr. Fully, who has given us great assistance
in ptoildlnq us with a map of all concessions given out in
Liberia and a 1list of the concession holders. From him we were

also able to obtain a Standard Concession Agreement.




Summary

It can be said that in Liberia virgin forest is still
obtainable, however, it will be necessary to negotiate very
cavefully and only on the basis of a serious forest survey report
which must not be based on a too small area only but must really
give a detailed outlook over the whole area of the concession in
question.

2nd Visit to Liberia

28th September - 1lst October 197%

In the course of this second visit to Liberia several
companies holding concessions were approached to collect some
realistic figures for the comparison as far as such figures are
available altogether.

Lumber Business Corporation

This company belongs to Mr. Dia Houphouet-Boiguy
(the nephew of the President of the Ivory Coast) and Mr. Ketoure
(also from the Ivory Coast). L.B.C. has agreements or options
with several concession holders to exploit their forest concessions.
Theue are:

Yarisn Logeing Corporatjon

Their forest area is large but acoording the information
we collected the timber stands and qualities must be poor. There-
fore this area was not considered.
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Lofa lumber Corporation

This company has a concession very near to the coast
line and not far away from the harbour town of Buchanan. Access-
ability of this forest is very good because all along its southern
border an asphslted road is going to Buchanan and along the
eastern border s grsvel road is also existing. The area is hilly
but ths forest seems not to cover the whole area which will bring
the sverage timber stand figure down., The area covers approxi-
mately 50,000 ha and according to a very brief survey done by L.B.C.
the timber stand for primary logs is about 16 m3/ha. Whether this
means that 16 x 30,000 = 800,000 of primsry species timber are
available must be confirmed by a mors intensivs forest survey.
According to the genersl information collscted in Morovia anothsy
8 - 900,000 m3 of secondary species should be avsilable for interior
usage in the production. But since all this timber stsnd is still
insufficient for our project it was considered to utilisze it toge-
ther with another ares being not too far away.

Kraku -~ Bassa National Porest

Concessions for this large Mational Forest have been
given to several companies and private persons. One of them is
the Deputy Minister of Finance who is very interested in our
project and im such a joint veature.

The forest was surveyed in 1964 by a German team and a
survey report is available showing, unfortunately only figures of
selected parts of the forest. The part for which the Deputy
Minister has been given the concession wss not surveyed but the
neighbouring area which figures have been used. Acoording to
those figures about 17 m3/ha of commercisl species and 47 m3/ha
of useful secondary species could be available. However the
forest survey report also indicates that prior to any serious con-




sideration 2 detailed forest survey of the sgpecific area has to
be undergone since sometimes even difoctly neighbouring areas

have shown a *totally different timber stand.

In ¢otal the tirber stand in this part of the Xraku-Bassa

foreat would also not be aifficient for the project, However, the
area is located not too far from the harbour town of Buchanan, too,
and the idea was to combine both areas, the one of Lofa Logging
Company and the one in the Kraku-Bassa forest into one joint venture
with Kuwait for the production si*e to be set up somewhere outside

nf Buchanan. In the following tables this project was mentioned
under "Liberia Centre” and it includes those both forest concessions,

This Kraku-Bessa area is just now not accessable but a
new public roads is under construction and it was understood from
the contractor that only about 30 km of road and one bridge are
missinag *o reach the border of this area.

West Liberia Project

Lumber Business Corporation has several other options
with concession holders in the east of Liberia along the border
to the Ivory Coast. Unfortunately no reports about timber stands
or species whatsoever are existing and all figures are based on
assumptions of local experts which again are based on aerial sur-
veys and views and on figures from neighbouring Ivory Coast forest.

Timber stands should be denser there ard the forest is
supposed to be closed compared to the scattered forests in the
centre and in the west of Liberia and density figures rangs from
15 m3/ha for the commercial species to 22.5 m3/ha for the useful
species.
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There is one road existing which leads to the small
harbour of Harper but shipments will likely have to be made from
the Ivory Coast harbour of San Pedro.

Summary

The second visit to Liberia has shown that unused forest
areas there are existing and it might be possible to utilize
those areas mentioned before but it might also be possible to
locate even better area for the hardwood project in the course

of an intensive feasibility study in connection with the necessary
forest survey.
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3.2.10.  pmesrie

7th October 1973

Since the United Rapablic of Tanzsania, as well as the other
camtries alang the Fast Cosst of Afrioca, also Aoes not provide vary favours le
conditions for the softwood project there seemed to be only one
possibility left to assess the required raw material for Kuwait -

by long term buying contracts in countries with large softwood
resources.

Under this idea an existent integrated timber complex in
Mstria, Danubius Gmbil, hosenan, Oberocesterreich, vas visited and
the matter was discussed with the Managing Director Mr. Rubchich.

The result was that the quantity required can easily
be supplied by Dannbius respectively one of their associate companies.

BDut surprisingly another idea was also considered:
Danubius operates an 0ld plywood and blockdboard factory which will
have to be replaced soon. It also operates a nev veneer factory
vhich follows the latsst technologiss for veneer slicing. It has

also a chipboard factory which needs the replacesent of several
sachines.

Also Dannbius has just started a joint venture with one
of Mstria’s largest forest owmers for the mass production of flush

doors. This company also operates a fairly large but 10 years old
samill,

Based oa the forest poteatial the following could be
oonsidered:



Both companies could join together with Kuwait to:

- slightly renovate and increase the. output of the existing sawmill

to cater for Kuwait's demand in sawn softwood timber

- operate the new flush door factory for the local market in Austria
but also for possible requirements in Kuwait

- modernise the existing chipboard factory with an annual output of
20,000 m3, partly for export to Kuwait and the majority for the
local market in Austria, whereby this chipboard (particle board)
factory will utilize part of the production waste

- set up Furope's latest and more modern plywood factory for the
utilization of exclusively local softwood and hardwood timbers
for the sharply growing EFuropean market for construction plywood.
The totally required capital which would partly come into
the joint venture as equity and partly as loan would be in the
range of 8.5 millions USS. The expected total turnover of the above
specified complex would range near 22.5 millions US$. Kuwait could
join in with somewhat 30 to 50% of the total share capital.

Finally, it was also stated by Mr. Rubchich that in case
the joint venture with his group would not materialize similar
conditions can easily be found w!th other Austrian companies and
forest owners.
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4. COMPARISON OF CONDITIONS AND RECOMMENDATIONS
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The travel reports under paragraph 3 have clearly shown
that any considerations of setting up the project in Kenya,
Swaziland or Nigeria, would be completely unrealistic. This is the
reason why those countries are not considered in the following

comparison of cond‘tions and recommendations.

Generally, it must also be mentioned at this stage that,
even it is past of the job description and, also, it is included
in the costs and profit comparison later on, it was never considered
in the course of working out this report to set up the project in
Kuwait and import the logs from overseas. This was mainly not done
because there seems to be no country left in the whole world which
allows or favours export of round logs. Even the governments of those
countries presently still exporting large quantities of round logs
such as Indonesia or some West African countries, have clearly stated
during our visit that they are gradually and definitely reducing
the rate of exports of round logs and they will insist within a few
more years that no logs at all will be exported anymore.

Before going into the details of the comparison of the
facts and findings, same interesting figures have been taken out of
statistics and put together into table 2 and table 3.

Those tables show, for example, that the wood consumption

Per capita is very high in Malaysia compared to other countries
which have been visited.
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This will have to be considered in a feasibility study
to be worked out later because a much higher percentage of require-
ment s, for the.lncal market will have to be calculated. But also
in fast developing countries, such as Indonesia or the Ivory Coast
*his will have to te considered because those countries may increase
*he'r per capi*a consumption of wood products in the very near

*uture considerably,

Very interesting is also the comparison of the commercial
forest area being available in those countries and showing that only
West Malaysia, for exanpl'e, with its very favourable cost and
'nfrastructure conditinns has almost four times as much forest area
as the lvory Coas*, and more than 50% more than Liberia. Very
interesting is also the comparison between the amounts of harvested
048 per year in comrarison with the commercial forest area. This
comparison, for example, shows that logging and harvesting of the
forest is still very undeveloped in countries such as East Malaysia,
Tanzania, Camero@n and Liberia. These are also those countries
being very interested to find joint venture partners for the
utilization of their natural resources.

4.1, Availability of Forest Concessions

As already mentioned in the travel reports it might be
briefly repeated here:

West Malaysia: new logging concessions are still available,
joint venture partners for logging and processing
are hignly welcomed.

East Malaysia: new logging concessions are still available
and joint venture partners are highly welcomed

for joint venture logging and processing.




Indonesia:

Kenyat

"mited Rerublic
of Tanzania:

Swaziland:

practically all useful logging concessions are
given away already. Foreign participation in

the logging concession ‘s not a!lowed only

contracting can be done. Conflict of interests?
Joint ventures in processing companies are st:.l
allowed but only with Indonesian majority and

year by year reduced participation of the foreigner.

Logging concessions are not granted. Only licenses
to cut certain timber species in certain areas.

Not enough timber is existing in the country to
supply sufficient raw material for this softwood
projecf.

large parts of the timber area are still undeveloped.
A joint venture company between Xuwai* and Tanzania
may be given large areas for own logging and *he
government's guarantee for regular and steady

supply of sufficient raw material to a joint venture
integrated timber complex. For such a project not
only hardwoods but also the necessary softwoods
would be provided by the government. However, there
is neither a softwood plantation nor a hardwood
forest big enough to allow for the required logging
capacity of the whole project which means that the
project will have to be split into several logging
and production places spread over the whole country.

All timber plantations are in private hands. The
large companies are processing for the demand of
the Republic of South Africa and the smaller
companies do not have sufficient timber in their
plantations to cover the demand for this softwood
project.




.

mited Remblic
of Cawerom:

Niqouuv

Ivory Coast:

Liberia:

Many good timber concessions are still available
and not given out. Foreign participation in the
lo{;g.inq conc;nion and in a processing timber
complex are highly welcomed by the government.
There are altogether four areas available out of
which one in the East and one in the West (the
English speaking part cf Carerom) have been
considered. Both areas provide sufficient logs
for the hardwood project.

Timber concessions are no more available. The

"government is not interested in foreign partici-

pation in the local timber industry.

All logging concessions are given away already.
An association of 3O concession holders would
be interested to participate in the project.

All logging concessions are given away already

but many of them are not operated yet. The
government would favour foreign participation

in Liberia by any means and joint ventures on
government - government, government - private,

or private - private basis would be possible.

One or more concession holders could be the possible
joint venture partners. There are two areas
available in the centre part of Liberia and not far
avay from the harbour town of Buchanan which should
(according to figures estimated by local experts)

be providing sufficient logs for the hardwood complex.
There is also one area in the East which would be
smaller but of sufficient capacity.

Details are shown in table 4.
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4.2. 5izes of Forest Concessions

All the details about the concession sizes and the timber
stands, as far as infermations could be collected are also shown
in table 4.

4.3. Species

The question of species being available in the forest
concessions has been carefully considered during the visits to the
different countries., It must be stated that only those concessions
have been considered in the report which have a fair amount of

‘ marketable and processable timber species. It was, however, not
possible to collect complete information about timber stands in all
countries, since forest surveys for many areas have not been done

yet and timber stands for many areas have not been done yet and
timber stands are either roughly gquessed only or are taken from
aerial surveys which are not precise enough. Important part of
the feasibility study to be worked out will be, consequently, to
undertake forest suseya wherever reliable survey reports are not
available yet.

4.4, Logging Costs

As already mentioned in the travel reports, the logging
costs and all the connected transportation costs have been given
great attention. But since the location of logging areas, logging
camps and factory sites are mostly uncertain yet most of the figures
had to be fairly estimated. Table 5 shows a comparison of logging
costs in the different countries. As far as it was possible to
obtain figures those costs have been broken down. Alsc 2 summaries
have been given for the costs of the logs delivered factory site and
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In such countries vhere the projected factory site would
be situated at or near the harbour town no freight costs between
the factory and the port are shown, therefore,

4.9, Transportation and Infrastructure

As already mentioned in the travel reports, the following
conditions have been found in the various countries:

West Malaysia: Infrastructure in West Malaysia is excellent as
road and rail connections are existing, For the
Nestin project, roads into the forest will even
be very short, whereby the Dungan project in West
Malaysia will require some road building into the
forest.

East Malaysia: Infrastructure in the forest area is practically
not existing yet, however, rivers may be used for
floating the logs to the factory site. However,
the forest contains a certain quantity of sinker
logs winich cannot be rafted and those logs will have
to brought to the factory site by barges and tug
boats. The same way of transportation will be
necessary for the final products if the factory site
is not situated very near to a harbour site. Trans-
shipment to Singapore must be considered,

Indonosiat Also in most parts of Indonesian forests, infra-
structure is practically not exisiting. Nowever,
rivers can be used for rafting of the logs to the
factory site or for bringing them there by barges
and tug boats.

of Tenamniar Roads and railvay are existing in Rast Africa,
however, it vill be necessary to build certain




branch roads into the forest, MNowever, it must
be ment ioned that transportation costs in Fast Africa
are extremely high on the road as well as on the rail.

Miterd Remt-]ic
of Careroon: The two concession areas being considered in this

report are both situated nearby the railway line.
However, it must be considered that roads into the
forest will have to be built and will represent
quite a serious part of the logging costs. Rafting
of the logs is mostly impossible because of water
falls in the rivers.

Ivory Coast: The concessions of the association of the 30
concession holders would be fairly close to one of
the country's harbours which means that transportation
costs could be kept fairly low but logging costs
in general are very high in the Ivory Coast.

Liberia: The concession areas being considered in the centre
are both situated near the harbour town of Buchanan
and roads are partly existing and partly under
construction,

The concession considered in the Rast is also

situated near an existing road but shipment will
have to be done, most likely, through the western
port of St. Pedro in the Ivory Coast.

Production Costs

Because of the fact that in most of the countries visited
feasibility reports of new projects are not existing yet, it was
impossible to collect sufficient data for working out the production
Costs in the different countries. However, it was possible to
collect unit costs for several calculation items in different countries.
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For Malaysia and Indonesia also detailed feasibility studies have
been available for similar Integrated Timber Complexes.

Since the projected integrated Timber Complex comprises
very similar production lines and capacities too, it was possible
to develop unit calculations for sawn timber and plywood by comparing
unit costs. Not available figures have partly beenassumed and partly
been takenin simple relation to the conditions in the compared countries.
Log costs have been taken from table 5 and the high recovery figure
for integrated operation and almost complete utilization haé been
used. Thus the following calculations in tables 6 and 7 are more

considered for comparison purposes rather than for actual usage of
the absolute figures.

Here it must also be stated that from experience it is
known that production costs in Africa are generally higher than
in South East Asia and factories in Africa can only survive in the
world competition since the market in Europe and U.K. allows for
higher prices than the other world market, particularly the market
in Japan and the United States of America. This will have to be
clearly considered in a future feasibility study.

4.7. Markets

It is understood that the products being manufactured in
the integrated timber complex will be available for re-processing
in Kuwait. Since Kuwait, however, is a free country and the local
existing industry cannot really be forced by law to buy exclusively
from the joint venture timber complex, it will be essential that
the planning of this timber complex will be made in a way to aliow
sales to any other part in the world if the Kuwait market is not
or not yet prepared to absorb that production of the joint venture
complex. The comparison between the estimated fob costs and the
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present world market fob prices demonstrate the profitability

of the project to be expected.

Markets for the different productions lines would be as

follows:

Plywood:

Sawn Timber:

Blockboard:

Flush Doors:

There is 1 pricewise steady and quantity-wise
slightly increasing plywood market in Europe and
U.K. Prices in Europe and U.K. are fairly stable
and not very much fluctuating.

There is also a considerable plywood market existing
in Japan which could be considereed in case the
project would be set up in Malaysia. The same is
valid with regard to the huge plywood market in the
United States of America. In both countries, Japan
and the U.S.A., the fluctuation of the prices is
very large and must be considered very carefully

in a feasibility study.

Sawn timber can be sold anywhere in the world
particularly if the prices are competitive. But
based on the raw material costs mentioned in this
report it should be possible to sell sawn timber
always and continuously to many places in the world.

There is a steady market for blockboard existing
mainly in U.K. which can be considered for the
feasibility study in case this blockboard cannot
be sold locally or in Kuwait.

Flush doors can be sold in Kuwait but can always
also be sold locally. All developing countries

have a considerabl. construction programme and all
these new buildings require doors which can be
delivered from the timber complex at very competitive
prices.

22 R EREEEEER
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Mouldinges and
Furniture
Components:

Flooring:

Pre-fabricated
Houses:

- /7 -

The machii.ery lines for mouldinas and furniture
components have Le2en considered as secondary
production for sawn timber for the market require-
ments in Kuwait. Observations have shown that it
will be absolutely no problem tc c¢onvince the buyers
in Kuwait to purchase not only sawn timber but also
some secondary products for their furniture

productions, interior decoration and other purpcses.

This products is also known as "Lamdecks"” and the
the market for this product is mainly in the United
States and Canada. But there is also a market
developing in Europe now. The product has been
considered because low grade and unknown timber
species can be used for this product and it,
therefore, allows for a greater and better

utilization of the resources. Lamdecks are produced
and s01d in few standards sizes of 1}" or 1}"

thickness, 1 ft. width and 20 ft., 40 ft. or 60 ft.
length.

The wood waste will be turned into wood cement
slabs and those ones will be used for making
pre~fabricated houses for which the market will be
always locally in the country of the timber complex,

4.8, Summary and Recommend:tion

The comparison of the different opportunities in the
ocountries visited shows that there are three different grades of
project opportunities such as:
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4.8,.1 Countries without opportunities
As already mentioned before there will be no opportunities
for neither the joint venture logging concession nor a joint venture
timber complex in Kenya, Swaziland and Nigeria.
4.8.2. Countries with opportunities under certain conditions
Also in East Malaysia timber is availsble in large
quantities, however, the lack of infrastructure and of a good harbour
may be the facts to be considered seriously.

Indonesia is providing very large logging areas, however,
foreign participation in logging concessions is not sllowed and
foreign partnership in processing factories will have to be reduced
gradually.

Tanzania seems to be the only country which would be sble
to provide softwood and hardwood timber resources to allow the
complete project to be set up in one country only. However, it will
be a great disadvantage to split the project into § logging and
maybe, 4 - 5 production locations because the integration being

obvious for a good economy of the project, can hardly be realised.
Also the cost calculations show no favourable result.

Also the conditions generslly in the Jvory Coggt are
excellent, the conditions for the project might not be very
favourable, since all concessions sre given out already and only
contract logging can be considered similar as in Indomesia.

4.0.). oun eog Na

The following projects caa be recosmended due to Qquite
favourable conditions wvhich must, however, carefully be determined
in a final feasibility study:




First priority: West Malaysia is offering two projects and both
are providing conditions which can be recommended.
It must, however, be stated that the Nestin Project
offers the most favourable conditions.

Second priority: West Malaysia's second project Dungun must be
recommended in case any reason is found to decide
against the Nestin project.

Third priority: Liberia also provides very good conditions for
setting up the integrated timber complex for the
utilization of hardwood and joint venture would
be highly welcomed.

Pourth priority: Good conditions are also available in Camerosn
vhere logging concessions, labour and everything
else required would be available for setting up
the hardwood timber complex there.

¢.0.4.  poftwood complex

If the softwood complex will mot be set up in Tansania,
it may have to be considered in Aystrig in Iurope where the raw
material can be provided easily in the required Quantities and

where joint veature partners for logging, saw milling and the chipboard
production are exnisting.

<
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5. INTEGRATED TIMBER COMPLEX

ZEET TR TS SEo T oDESSTI>ToT o ESR

After it was realised during the visits to several countries
that setting up the 1nteyrated timber complex in Kuwait would be
rather unrealistic because continuous log supply to Kuwait can
definitely not be ensured, and after the countries h.ave been
recommended which would provide favourable conditions for setting
up such an inteuara*e:l tirber complex the project {tself must now

clearly be determined.

Before going into details it must be stated that Kuwait
is a country with a free *rade with few possibilities to force
Kuwailt buyers from where they must buy their products. For this
reason it seemed to be logical that the project must be worked

out in a way to fulfil two requirements at the same time:

a) to suppliy the necessary quantities and qualities for the
woodworking industry in Kuwait to secure the raw material supply

to this industry and

b) to manufacture those goods very competitively to be able to
sell the products of the timber complex also to other markets
in case the Kuwait market mav not directly require them or,
may - particularly in the beginning - stick to old suppliers’

contacts.

And particularly under the consideration of the economy
of this project the following determination of the project and all
recommendations are based on the considerations that

- the forest which 1s supposed to be given to the joint venture
company as logging concession must be utilized up to the very

maximum, which means that not only large diameter logs and well
known and well marketable timber species might be cut but also

* s
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slightly smaller diameters and particularly many unknown species.

- all timber which is brought into the timber complex in the form
of round logs must be processed in primary and secondary
production lines, to get the highest possible added value.

- the timber being brought into the factory complex must be utilized
as far as possible, and even the waste from the production must

be used as fuel for the generation of necessary steam and/or

must be recycled for other products provided, they can be sold

in the market, to ensure that such a project is operating without
any surplus waste.

Considering also the assumption that it would be difficult
to convince the Kuwait buyers to purchase no softwood anymore
in the future but only tropical hardwoods, the project was split
into a moftwood part and into a tropical hardwood part. Fortunately,
several countries are recommendable for setting up the hardwood
timber complex on their soil in connection with a necessary logging
concession but, unfortunately, there scems to be only one solution
left to establish t?e softwood project.

Since, however, Loth integrated timber complex project
will not exclusively deliver their products to Kuwait only, it is
important to review the experience ir other countries and projects.

5.1. Trends in Timber Processing Industries

After the second World War it was the fact that processing
of timber was mainly done in the industrialized countries and based
on their own forest resources. Only the increasing demand forced
the industrialized countries to import round logs from other areas
and from mainly tropical countries.
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In the course of development, the production costs in the
industrialized countries rose too high and more and more industries
were closed down in America, Japan and Europe to import the products
from newly established industries in developing countries with

own raw material resources.

This trend was clearly to be seen from the United States,
Tapan and later, the Philippines and Scuth East Asia, and in Furope and
the African caountries. The same tendency is, for exawle, also m the
way now in Brazil where the production is rmore ad more shifted from the
hichlv industrialized areas aromd Sao Paulo and Curitiba to the north
alang the MNmazonas riwr, where the Jdensc tromical forest is  situated,

Producing sawn timber and plywood in developing countries
was a very profitable business for quite a number of years due to
the large margin left between the market price and the production
costs. However, in the meantime costs have also substantially
increased in developing couniries and the latest trends are,
therefore, away from single production line factories, into the
direction of large integrated timber complexes, In such a timber

complex it is possible

- to utilize the forest in a much better way because certain products
allow for the utilization of unknown or low grade timber species,
whereby the high quality material can be used for surface purposes.

- such integrated timber complexes provide also for the possibility
to integrate several production lines in a way that products of
one production line may be partly used as raw material in another
production line. The vertical and horizontal integration of
primary and secondary production lines allows for a very high
utilization of the timber and the largest possible added value on
the products.

S 2 EEEEREEEEREEE




-93 -

- such large complexes allow also for a realistic and economic
recycling and utilization of the waste representing the most
important problem in the timber industry now.

Under present conditions it must be stated that it is
obligatory to plan an integrated timber complex instead of single
production lines. Such an integrated complex includes also certain
production lires which provide not only for export goods but, which
cover the local market in the country itself,

5.2, Proposal for the Tropical Hardwood Project

5.2.1. List of Products and Capacities
Kiln dried sawn timber 30,000 m3/vear
Plywood 20,000 m3/year
Blockboard 8,960 m3/year
Flush doors 87,600 doors/year
Truck flooring 9,440 m3/year
Pre-fabricated Houses 3,600 houses/year

These capacities have been chosen to make full and
balanced use of the key machines of each production line.

$.2.2. Material Requirements

The total material requirements have been carefully
calculated. Important is to understand that basic figures are not
always realistic for a real production, but, must be considered
according to the actual reduirements. The figures mentioned in
the job description are the quantities which are required in Kuwait.
For a proper production planning it must also be considered that
an average vioodworking industry will not achieve evéry day the full
production capacity due to various circumstances. It is an
experience that 6v,_or a full year's time approximately 80% ratio of
the nominal production capacity can be reached.




The original figures must, therefore, be increased to
find out the nominal capacity first. Lut even these nominal
capacities are still not the final figures because only 80% are
good for exports and about 20% must be considered for the local
market. Therefore, and to determine the real log input required
and the capacities of the sincle production lines, the following
calculation had to be made.

Tropical Timber Log Irput
put

Kuwait demands:

Sawn tirber 30,000 m3/yr : 0.6 recovery = 50,000 m3/yr log input
Plywood 20,000 m3/yr : 0.5 recovery = 40,000 mi/yr log input

Additional produc-
tion lines for
integration: (rounded figures)

blockboard timber 10,610 m3/fyr . 17,700 m3/yr log input
veneer 2,330 mIAT . 3,600 m3/yr log input

flush doors t imber 1,300 m3/yr : O, 2,200 m3/yr log input
plywood : O. 2,700 m3/yr log input

mm and no additional requirement since secondary proﬂuction and
‘ nts timber imports in Kuwait will be reduced instead. |
truck flooring  timber 14,160 mi/yr : 0.6 recovery = 23,800 m3/r log input

ol e-f:bricated no additional requirements.

total log input
_per year at 80t
praduction
ratio for

exports only




Log input calculation (rounded figures)

Total log input for sawmill
- timber production
blockboard

flush doors

truck flooring

Total log input for plywood
- plywood production

- veneer for blockboard

- plywood for flush doors

LOCAL MARKET

EXPORT 80% 20+ TOTAL 100%
50,000 m3 12,509 m3 62,500 m3
17,700 m3 4,400 m3 22,100 m3

<,200 m3 500 m3 2,700 m3
23,800 m3 5,900 m3 29,700 m3
93,700 m3 23,307 m3 117,000 m3
40,000 m3 10,000 m3 50,000 m3
3,600 m3 900 m3 4,500 m2
2,700 m3 800 m3 3,500 m3
46,300 m3 11,700 m3 58,000 m3
140,000 m3 35,000 m2 175,000 m3

However, since normally only about 80% production ratio
can be achieved the nominal log input figures will be:

EFFECTIVE AT

LLOG INPUT PER YEAR

80% PRODUCTION

NOMINAL

AT

100% PRODUCTION

RATIO CAPACITY
Sawmill 117,000 m3 140,000 m3
Plywood _ 58,000 m3 71,000 m3
175,000 m3 211,000 m3

Total log input nominal at 100%

production ratio

Total log input in fact (based on

80% production ratio) =

5.2.3. Balancing of Production Capacities

211,000 m3/year

170,000 m3/year

EBERERETIEEXIIXNZ T

It is necessary to calculate each single production line




in respect of the material being required to produce the hefore
mentioned quantities of products.

Such a calculation also includes the balancing of the
capacities of the main machines to be used to make sure that those
machineswill be sufficient innumbers and sizes to ensure the output.
But the balancing must be also provide for an even capacity to
avoid any surplus output which could not be used.

Sawmill (on 1008 production capacity)

140,000 m3/year : 300 days = 467.0 m3/day
log input 100% = 467.0 m3/day
+ peeler cores 100% = 19,0 m}/day
total input 100% = 486,.0 m3/day
wet saw dust 12% = 58.3 ml/day
wet waste 22% 106.9 ml/day
wet lumber 66% 320.8 m3/day
shrinkage N 14.6 m3l/day
air dried lumber 63% 306.2 m3/day

air dried lumber 63% 22.8 m3/day for pre-fab.
houses

air dried lumber 63% 283.4 m3/day

shrinkage s 13.5 m3/day

kiln dried lumber 60% 269.9 ml/day

kiln dried lumber 60% 44.2 m3/day for blockboard
kiln dried lumber 60% = 5.4 m3/day for flush doors
kiln dried lumber 60% = 59.0 m3/day for processing

kiln dried lumber = 60% = 161.) mi/day for sale

This reans that 161.3 m3/day x 0.8 (80% production ratio)
= 129.1 m3/day x 300 days = 38,710 m3/year will be produced for
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sale out of which about 22.5% will be for local sale and about

30,000 ml/year for export to Kuwait.

For production in 3 working shifts the following main
machines will be required:

3 band sawmills as break-down saws or 6 horizontal gang saws

6 re-saws
12 table band saws
3 double edger
12 cross cut saws

This is the layout and equipment of a typical Asian sawmill
and there is no reason why this would not be applicable to African

conditions.

For the kiln drying of 283.4 m)/day at an (average) drying
time of 6 days a kiln capacity of 1,700 m3 will be required or 22
kilns with a loading capacity of approximately 80 m3 each.

Plywood {(on 100% produétion eapacity)

71,000 ml/year : 300 days = 237.0 m3/day
log input = 100% = 237.0 m3/day
./. wet waste = 12% = 28.4 m3/day
./. peeler core = 8% = 19,0 ml)/day
= wet veneer = 80% = 189.6 m3/day
./. shrinkage = 8% = 19,0 m3/day
= dry veneer = 72% = 170.6 m3/day
/. Ary waste = 7% = 16,6 _m3/day
= spliced veneer = 65% = 154.0 m3/day
/. VEeneer = 65% = 9.7 mi/day
= spliced veneer =  65% = 144.3 m3/day
+/. _loss for pressing = 1% = 2.2 m)/day
= pressed plywood = 64% = 142.1 ml/day
./. Ary vaste - 7% = 15.6 m3/day
./. sanding dust = 68 = 13.3 m3/day
/. _rejected plywood = 1% = 2.2 ml/day
- plywood = 50% = 111.0 m3/day
/. doors skins = 508 = 5.5 mi/day
- plywood =  50% = 105.5 m3/day

for sawmill

for blockboard

for flush doors

for flush doors
for sale




This means that 105.5 m3/day x 0.8 (80% production ratio)
= 84.4 m3/day x 300 days = 25,320 m3/year will be produced for

sale, ocut of which about 21 will be for local sale and about

20,000 mi/year for export to Kuwalt.

The full output would be 50% of the log input of 237 m3/day

118.5 m3,day ¢+ 1.22 m : 2.44 m: 0,004 m (4' x 8’
almost 10,000 shects per day.

X 4 mm sheets)

For production on 3 working shifts
the requitement of main machines will be:

lathe 4!

lathe 5'

dryers

25 - opening hot press
15 - opening hot press

trimming and sanding iine

The plywood thickness of 4 mm represents only the
standard for the calculation of the capacity.

All range of
sizes and thicknesses up to 4' x 8' x 25 mm can be obtained to

fulfill the requirements of the Kuwait market.
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Blockboard (on 100% production capacity)

The decisive machine for the capacity of a lumber core
production is the lumber core composer. Such a machine with a
working width of 17 ft., will produce 2 sheets at a time and
experience has shown that a capacity of 90 sq. m. or roughly

3O sheets per hour is realistic which would mean a practical
output in the range of 660 sheets per 22 hours per day.

Again calculations have been made to learn about the
material flow. Since 2 kinds of material are involved (veneer
l from the peeling line of the plywood factory and lumber core
being made out of lumber from sawmill), the following calculations
' and balancing have been broken down.

l Veneer
l A capacity calculation for this veneer must not be made
since all the required capacities have already been considered
' in the plywood section of this paragraph.
’ The quantity of veneer is required with:
660 sheets/day x 1.32 m x 2.54 m x 0,0022 m x 2 layers
' - 9.7 m3/day = 63% = sgpliced veneer

This will be veneer which has been peeled and dried
| before and which was joined and spliced before coming to this

section of the production, The recovery at this stage will be
638,
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Lumber Core

The total volume of lumber core will be required with:

660 sheets/day x 1,32 x 2,54 m x 0.015 m 33.2 m3/day

Kiln Dried Lumber = 60 % = 44,2 m)/day
./. dry waste = 7 3 = 5,1 m3/day
./. dry saw dust = 5 1% = 3.7 ml/day
./. dry shavings = 3 % = 2,2 ml/day
= lumber core = 45 % = 33.2 m3/day
AR AN TS EErIEZC XIS EEEEEArTAICSERASSECMREEEEESTTsEssss=

This material is coming from the sawmill and is produced
from logs and peeler cores.

Blockboard Production

It is not necessary to have much balancing on the lumber
core production line itself since veneer is full size and lumber
core of the same size will be laid up and pressed in one of the
pressing lines of the plywood factory. Capacity at the glue
spreader, cold and hot presses, trim saw and sanding lines will
be big enough to accept pressing and finishing of those 660 sheets
per day (just 30 sheets per hour).

Further, the material flow has to be considered and the
following calculation shows the details:

Veneer sheets = 9.7 m3/day
+ lumber core = 33,2 m3/day
= pressed blockboarad = 42.9 m3/day
./. Adry waste = 4.8 m3/day
+/. sanding dust = 0.8 ml/day
= lumber core board = 37.3 m3/day

EEEE IR TEEEEES ISSEAEESESSEESESSEEESESNEEEERSS
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37.3 m3/day : 1.22 : 2,44 : 0.019

I output at 100% production capacity
at 80\ production ratio

s 660 sheets/day

BEEEEEETERE:IREZ

= 660 sheets/day
= 530 sheets/day

Total production of the blockboard line will be 37.3 m3/

‘ day or 660 sheets/day 8' x 4' x 19

mm *hickness at 100% production

capacity. Yearly production will be about 6,336,000 sq.ft. on 100%
’ production capacity or abouat 5,060,000 sq.ft. per year cn 80%

production ratio,

Flush Door Productjion (on 100% production capacity)

’ The capacity of thi:t line was based on the material being
available as trimming waste from the plywood line. 0Out of this

' material of 15.6 m3/day, about 1/4

= 3.6 m)/day can b2 used and

representing sufficient material for those 440 doors per day as

i an average.

l Also for this production
have been made:

I ldoor 3' x 7' =0,91mx 2.4 m x

I frame:
4 x 0.032 x 0.025 x 2.20 =
' 6 x 0.032 x 0.025 x 0,95 -
J x 0.032 x 0.02%5 x 0,30 =

| total timber input per door

l cores

16 x 0.032 x 0.004 x 2.00 =
| 40 x 0.032 x 0,004 x 0,80 -

line the following calculations

0.0375 m

0.00704 m3
0.00456 m3
0.00072 m)

0.01232 m3

0.004096 m3
0.004096 m3

0.008192 m3




doors skins:
2 X 0.95 x 2,20 x 0.003 = 0.01254 m3

R LIRS

3.6 m3/day of core material will be available and will be
sufficient for 440 doors. 75 doors will be needed for the
pre-fabricated houses leaving 365 doors for sale,

for Pre-Fab

Doors (on 100% production capacity) for Sale Houses

frame:

kiln dried lumber m3/day m3l/day
core 3.0 m3/day 0.6 m3/day
door skins = plywood m3/day m3/day

core input ml/day 2.6 m3/day
/. dry waste m3/day 2,0 mi/day
core 3.0 m3/day 0.6 ml/day
kiln dried lumber 4.5 m3/day 0.9 m3/day
door skins (plywood) 4.5 ml/day 1.0 m3/day
m3/day 2.5 m3/day

dry waste 0.8 m3/day 0.2 ml/day
sanding dust 0.2 m3/day 0.0 m3/day
rejects 0.1 ml/day 0.0 m3/day

flush doors (solid material) = 10.9 m3l/day 2.3 m3/day
per day (on 100% prod.capacity)= 365 doors 75 doors

per day (on 808 prod. ratio) = 292 doors

per year 87,600 doors for sale
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i Truck Flooring (on 100% production capacity)

I Also this production line will cover a range of products

such as:

- truck flooring

' - container flooring

The key machine in the production is the truck flooring
’ press with a known capacity of approxirately 4,000 sq. ft. per
working shift or approximately 50 m2/hr. 1In 22 working hours the
' effective output (at 80% production ratio) will be 1,100 m2 or
31.5 m3/day per production line. On 1 line thus the input will
l be 59.0 m3/day on 100% production capacity.

l The following calculation shows the details again:

Truck Flooring - (on 100% production capacity)

kiln dried lumber = 60 % = 59,0 ml/day
| ./. dry waste = 2% = 2.0 m3/day
./. dry saw dust = 5% = 4.9 m3/day
l ./. dry shavings = 8% = 7,9 m3/day
./. rejects = 5 % = 4.9 m3/day
' = truck flooring = 40 % = 39,3 mizday

A RERERA A E A EREEE SR RA AT TR B AT AR REAE TR R ITEECER IS NEREST T =%

output at 100V production capacity

9.3 m3/day = 27.8 tons/day

s 0.028575 m (1 1/8™) = 1,377 m2/day
' x 10.76 = 14,815 sq. ft./day
x 300 = 4,445,000 sq. ft./year

output at 80% production ratio = 3,555,000 sq. ft./y;;r




Wood Turn.ngs, Roundings and Carvings

There will be also some machines installed for the
production ¢f wood turninas, roundings and carvings, since those
machines do nct represent a large investment., Since production
and products, hcuwever, are varying too much any output of those
lines has nct been caiculated for the study.

Waste Balancing

in the table following, the total waste from the various
production lines have been grouped. From thie, about 70% will
be further utilized in the production of wood cement elabs, leaving
mainly sav dust and sanding dust. Together with the slabs wvaste,
these are further used as fuel for the boiler. As the table
shows, the boiler does not need to utilize all this waste. However,
since the difference between supply and requirement is not much,
it has been considered as a contingency supply. Hence, for all
intents and purposes, the total waste generated by the complex,
can be utilized in the boiler.
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Waste (in m3/day on 100% production capacity)

BLOCK=-|FLUSH~| TRUCK-
SAWMILLS | PLYWOOD BOARD |DOORS | FLOORING TOTAL
wet waste 106.9 28.4 135.3
wet saw dust 58.3 58.3
dry waste 16.6 9.9 13.0 2.0 41.5
dry saw dust 3.7 4.9 8.6
dry shavings 2.2 7.9 10.1
dry rejects 2.2 0.1 4.9 7.2
dry sanding
dust 13.3 0.8 0.2 14.3
total waste 165.2 60.5 16.6 13.3 19.7 275.3
./. for cement
slabs 106.9 47.2 9.9 13.1 4.2 181.3
{Page 101)
remaining 58.3 13.3 6.7 0.2 15.5 94.0
slabs waste 28.3
{Page 101)
total 122.13
./. for boiler 122.3
{Page 1031)
surplus waste
0.0
-...--...-.--.-JL-...--..’b.--..-.. L. L £ 13 1 BES E 2 c T 3 T T R 1]
Total Loss
shrinkage 3.5 19.0 49.5
pressing 2.2 2.2
total loss 3o.5 21.12 51.7
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In order to fully utilize the raw material input, waste

from the various vroduction lines should be further processed into

wood ~ement slabs. These would be used as the basic material for

nre-fabricated houses. The production will make use ot solid wood

waste, leavinag out sandirng dus® and saw dust. As per the calculation

which follows, *he nroduction of wood cement slabs has been detatled

11 the ‘ollowina calcealation:

wood Cement slals n o0 prdduactlon capacity )

waste froum production lines = 181.3 m3/day
+ re-cycliing of slabs production waste = 12.8 m3/day
= 194.1 m3l/day

dust = 15% = 28.3 m3/day

T165.8 n3/day
195.1 m3-day

1

V.85 = wood cement slabs (165.8 ml solid)

./,'trimminq waste { 11.8 m3 solid) = 13.9y m3/day

{154.0 m3 solid) 181.2 m3/day
m3/day

L}

(]
—
~

./. cutting waste of slabs t 1.0 m} soulid)

= wood cemen%t siabs unit W
.0 m3 solid) = 180.0 m3/day

15 houses per day (153

Roofing -

5
air dried lumber = 63% = 22.8 ml/day
./. dry waste = 6% = 2.2 m3/day
roofing for pre-fabricated houses = 573 = 20.6 m3/day
Doors and Windows
mouldings = 30% = 5.6 m)/day

R XX TR TS S E SRS IS S SN SIS EE S E S ST SN TEENSaESSSESE

{tor bbiler‘
(for re-cyc'ing

(for re-cycling
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Doors

5 doors per house x 15 houses/day = 75 doors/day

=:ss:8=tttt.ttt:taxt::t:ts::xazzta-8:::::1::8‘:‘::‘::::::8:8

The output of this line will be approximately 15 houses

per day on 100% production capacity and the latter w.l11 consume about

704 of the total waste of the industrial complex. The rest of
the waste will then be needed as fuel for the boiler to produce

the necessary steam with practically nothing remaining.

At 80% production ratio the output of this line will be

about 12 houses per day based on an house area of about 2% ft,
x 25 f¢,

Boiler Capacity (on 100% production capacity)

This section caters to the generation of the possible
steam supply that is needed by the various production lines. The
wood waste from these lines, in turn, provides the necessary fuel
for the boiler. Subsequently, the calculation follows:

drying lumber

306.2 mi)/day x 550 kg/ml

x 0.15 (23-10%) x 1,000 kcal/kg = 25,300,000 kcal/day

: 24 hours : 500,000 kcal/ton = 2.11 tons/hr

drying veneer
189.6 ml/day x 550 kg/m3
x 0.72 (80-8%) x 1,200 kcal/kxg = %0, 100,000 kcal/day

1 24 hours : 500,000 kcal/ton = 7.51 tons/hr
pressing

SO openings = 900,000 kcal/hr

x 22 hours = 19,800,000 kcal/day

= 1.635 tons/hr




others (lumber core, composer,
cross feed splicer, truck
flooring press)

total steam required
+ 20% allowance for capacity

total boiler capacity

: 22 hours

= 1 boiler 12 tons/hour

Puel

steam requirement
+ 8.5% allowance for fuel

total kcal required

available wood waste

required wood waste:

= 10,600,000 kcal/day= O0.88 tons/hr

=145,800,000 kcal/day= 12.15 tons/hr
= 34,200,000 kcal/day= 2.85 tons/hr

=180,000,000 kcal/day
= 7,500,000 kcal/day

SSSSSLESEESEESSS TS

= 12.0 tons/hr

=149,000,000 kcal/day
= 12,400,000 kcal/day

=158,200,000 kcal/day

=122.3 m)/day

= 158,200,000 kcal/day 1 2,3% kcal/kg

1 550 kg/m3

=122.3 m3)/day

which means that, based on the before-stated calculation, neither
surplus waste will be remaining nor ny fuel will be missing.
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5.3, Softwood Project

Since Tanzania and the other East African countries do

not provide the necessary quantities and favourable conditions

the idea with setting up the softwood complex in Austria was taken

and calculated in the following:

5.3.1. List of Productions and Capacities (on 100% prod. capacity)
Softwood kiln dried timber 50,160 m3 /year
Softwood plywood 37,500 m3 /year
Chipboarad 25,000 m3 /year
Sliced veneer 5,000,000 m2 /year
Flush doors 800,000 doors/year
$.3.2. Material Requirements

Sawn Timber

present softwood timber imports

= 40,000 m) : 0.70 recovery - 57,140 m3/year
total log input for 80% export quota = 57,140 m3/year

+ log input for 20% local market quota

= 80% production ratio in total = 71,500 mi/year

= 1008 production capacity = 89,290 m3/year

= total nominal log input for sawn timber

total log input in fact for sawn
timber (based on 008V prod. ratio) =

71,500 m3/year

Plywood

Plywood output at 808 prod. ratio = 30,000 m)/year
at 100% prod. capacity 37,500 ml/year

based on 408 recovery

log input at 1008 prod. capacity - 93,750 mi/year

log input in fact at 80% prod. ratio= 75,000 ml/year

total effective log input required

75,000 m3/year
146,500 m3/year
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5.3.3. Balancing of Production Capacities

Sawmill (on 100% production capacity)

89,290 mi/year : 230 days =  388.0 ml/day
loy :input = 100 % = 388.0 m3/day
./. wet saw dust = 1G ¢ = 38.8 mi/day
./ . _wet waste = 14 % = 54.3 mi/day
= wet lumber = 76 % = 294.9 m3/day
./« Shrinkage = 6 % = 21, m3/day
= xiln dried lumber = 70 % = 271.6 mi/day for sale

This means that 271.6 m3/day x 0.8 (BOM production ratio)
= 217.3 m3/day x 230 days = 49,970 mi/year will be produced for
sale out of which about 20* will be for local sale and about 40,000 m3/
year for export to Kuwait. '

For a production in 2 shifts the following machines will
be required:

input = 388.0 m3/day
: 15 hrs/day - 25.9 m3/hr
average diameter of logs
estimated = 10" s 0.2%4 m

= 0.050645% m2
25.9 m3/hr : 0.050645 m2 = %11 m/hr
t 60 min/hr = 8.5 m/min

L 2 2 34 3 2 F ¥}
main machines required:

2 garg saw machines 71 cm working width, with mechanised
infeed and outfeed

2 double edger

4 cross cut saws
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Plywood (on 100% production capacity)

log 1nput per year 93.750 m3 (100%) 75,000 m3 (80%)

log input = 100 %

./ . wet waste = 15 %

"

408.0 m3/day
61.2 m3/day
40.8 m3i/day

it

it

./« peeler core 10 ¥

= wet veneer = 7%+ = 306.0 ml/day
/= _shrinkage -8t = 32.6 mi/day
= dry vencer = 7 = 273.4 m3/day
Lo dry waste = 11 = = 44.9 m3/day
= spliced veneer = Shot = 228.5 m3/day
./._loss for pressing = 2y = 8.2 m3/day
= pressed plywood = 54 ¢+ = 220.3 m3/day
./. dry waste = 74 0= 28.6 m3/day
./. sanding dust = 6 + = 24.5 m3/day
/. _rejected plywood = 1 % = 4.0 mi/day
= plywood = 40 & = 163.2 m3/day

This means that 163.2 m3/day x 0.8 (80% production ratio)
= 130.6 m3/day x 230 days = 30,000 m3/year will be produced for
sale in Austria and Europe.

For a production in 2 shifts the following main machines
will be required:

peeling : log diameter 10" = 0.25( m = 0.050645% m2
log length 100" = 2,84 m
109 volume = 2.54 m x 0.050645 m2 = 0.1286 m3

408.0 m)/day : 0.1206 r3/log = 3,171 logs to be
peeled per day

t 15 hrs : 60 min = 3.5% logs/min
= 1 x 9-ft-lathe with automatic centering and charging

drying 1t 306.0 mi/day : 15 hrs : 60 min = O.34 m3/min
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: 0.0032 m: 2.54 m = 41,8 1in mtrs/min x 3 min
= 125.5 m
: 5 decks = 25.1 = 28 m J-deck dryer

pressing : 163.2 m3/day plywood : 1.50 m : 3.00 m : 0.0095
= 3,820 sheets/day : 15 hrs : 60 min = 4.3 sheets/min
x 5.5 min = 23.3 opening = 1 x 30 opening hot press
= 2 x cold press
= 2 x glue spreaders

Veneer and Flush Door

The veneer and the flush door factories are in operation
and nothing needs to be changed or installed, therefore, no
calculation has been made.

Chipboard (on 1008 production capacity)

waste from sawmill = 92 ¢ = 1%8.7 m)/day
+ waste from chipboard

line = 8y = 13.8 m)/day
s  total input = 1008 = 172.5 ml/day
./« shrinkage ' s 108 = 17.3 m)/day
s dry chips = 90 % = 155.2 ml/day
./. sCreening waste = 9% = 15.5 m3/day
= screened chipa = 81 s = 139.7 m)/day
./. pressing loss = 18 = 1.7 m3/day
= pressed chipboard = 808 = 138.0 m)/day
./. dry waste = 8y = 13.8 m)/day for chipboard
./. sanding dust - &8s = 13.0 m)/day
/s rejects = 1l = 1,7 m)/day

= chipboard = 63 108.7 m3}/day for sale
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)

This means that 108.7 m3/day x 0.8 (80% production ratio)
= 87.0 m3/day x 230 days * 20,000 m3/year will be produced for
sale out of which about 90% will be for local sale and about

2,000 mi/year for export to Kuwait.

Waste (in ml/day) (on 100% production capacity)

Sawmill Plywood Total

wet waste 54,1 6l.2 115.5
wet peeler cores - 40.8 40.8
wet saw dust 8.8 - 38.8
dry waste - 73.5 73.5
sanding dust - 24.5 24.5
rejects ' - 4.0 4.0
total waste 83.1 204.0 297.1
/. for chipboards - - 158.7
remaining . - - 138.4
+ chipboard waste - - 44.8
total - - 183.2

Total loss

chipboard Sawmill Plywood Total

——

shrinkage 17.3 23.3 32.6 73.2
pressing loes 1,7 - 8.2 9.9
total loss 19.0 231.3 40.8 83.1

' .u-mn-m-m-.u.----.----.----..---------- BESESEEESEEBEESS




Steam requirement

steam requirement 206,800,000 kcal,day
2,450 kcal/ky : 450 ka/ml 187.0 m3l/day
required wood waste 187.0 ml/day

available wood waste 183.2 ml3/day

Boiler Capacity {at 100% production capacity)

This section caters to the ygeneration of the possible
steam supply that is needed by the various production lines. The
wood waste from these lines, in turn, provides the necessary

fuel for the boiler. Subsequently, the calculation follbws:

glxwood
kcal/day to/hr

drying : 306.0 ml/day x 0.74 (80-6%) x 450
x 1000 = 101,900,000
i 24 : 500,000

pressing: 30 opening 12,000,000

sawn timber

drying : 294.9 x 0.70 (80-10%) x 450
x 1000 92,900,000
: 24 : 500,000

206,800,000
+ 16% allowance 33,200,000

240,000,000

Boiler 20 tons
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Terms of Reference

As a consequence to the calculations and considerations

being done so far, the feasibility study for the "Inteorated
Hardwood Timber Complex" and the "Integrated Softwood Timber

Complex"” should approximately follow the Terms of Reference stated

below:

Integrated Hardwood Timber Complex

1.

1.1
1.2,
l1.2.1.
1.2.2.
1.3,
1.3.1.

1.3.2.
1.3.3.
1.4.

2.
2.1,
2.1.1,
2.1.2.
2.2.
2.3.
2.3.1.
2.3.2,
2.3.3.
2.4.
2.8,

Introduction

History of the Project
The Company

The Comrany's Shareholders
The Company's Consultants
Objectives of the Project

Assessment of Material Requirement for the Woodworking
Industry in Kuwait

Most Economical Conditions for the Project
Diversification of Kuwait Participation in Industries

Review on the Consultant’'s Report for the Assessment of
Raw Materials

Integrated Hardwood Timber Complex
Markets

In Kuwait

World Markets

Marketing Strategy

Raw Material

Raw Material Resources

Forest Survey Report
Transportation of Raw Material
Location of the Factory Site
Labour Conditions for the Project
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m
2.6 Organization of the Company .
3. Technical Planning
3.1 List of Products and Capacities -
3.2 Production Capacity and Specifications
3.2.1 Use of Raw Material .
j.2.2. Technical Details
3.3 Balancing of Production Capacities .
3.3.1. Sawmill Production
3.3.2. P lywood
3.3.13. Blockboard '
3.3.4. Flush Door Production
3.3.5, Moulding and Furniture Components .
3.3.6. Truck Flooring
3.3.7. Wood Turnings, Roundings, and Carvings
3...8, Waste Balancing
3.3.9. Production of Wood Cement Slabs
3.3.10. Boiler Capacity
3.4, Material Flow
3.5. Production Flow
3.6. Machinery List and Specifications
3.7, Total Electricity Required
3.8, Water, Steam and Compressed Air Requirement
3.9, Staff and Labour Requirement and Training Programme
3.10. Land and Building Requirements
3.11. Ground Plan and Layout
3.12. Transport of the Final Products
4. Cost Calculation
4.1, Variable Production Costs
4.1.1. Raw Material
4.1.2. Glue Supplies
4.1.3. Electricity Costs
4.1.4. Fuel for the Boiler




4.1.4.1.
4.1.4.2,
4.1.5.
4.1.6.
4.1.7.
4.1.8.
4.2,
4.3.
4.3.1,
4.3.2.
4.3.13.
4.3.4.
4.3.5.
4.3.6.
4.4.
4.4.1.
4.4.2.
4.4.13.
4.4.4.
4.4.5.
4.4.5.1,
4.4.5.2,
4.4.5.3.
4.4.5.4.
4.4.5.5.
4.4.6.
4.5.

S.
5.1.
S.1.1.
l 5.1.2.
5.1.3.
I s.2.
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Fuel 0il

Wood Waste as Fuel

Packing Material

Factory Supplies

Material for Wood Cement Slabs
Transportation Costs for Final Products
Staff and Labour Costs

Overheads

Water Requirement

Operational Costs

Transport and Travel

Repairs and Maintenance

Insurance

Summary Overhead Costs

Investment, Depreciation and Interests

Land Investment

Building Costs

Civil Works

Investment Machines and Equipment
Pre-Operational Costs

Staff and Labour Costs (pre-operational)
Installation Costs Expatriate Fitters
Other Installation Costs

Interests for Bank Loan during Pre-Operational Time
Summary of the Pre-Operational Costs
Summary Investment, Depreciation and Interests
Economic Comparison of the Production Lines

Financial Planning

Basic Consideration
Investment

Yoreign Exchange Requirements
Capital Structure

Production and Sales
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5.3.
5.4,
5.5.
5.6,
6.

6.1.
6.2.
6.3.
6.4.
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Development of the Costs

Cash Flow

Profit and Loss Account

Sensitivity Analysis

Summary of the Integrated Hardwood Timber Complex
Key Figures

/ey Percentages

Break-Even Point

Summary

Y
t
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Integrated Softwood Timber Complex

1. Introduction

l.1. History of the Project

1.2, The Joint 7enture Company

1.2.1, The Company's Joint Venture Partners

1.2.2. The Company's Consultant

1.3, Objectives of the Project

1.3.1. Assessment of Material Requirement for the Woodworking
Industry in Kuwait

1.3.2, Most Economical Conditions for the Project

1.3.13. Diversification of Kuwait Participation in Industries

1.4, Review on the Consultant's Report for the Assessment of

Raw Materials

2. Integrated Softwood Timber Complex
2.1, Markets

2.1,1, In Kuwait

2.1.2, In Austria

2.1.1. In Europe

2.2. Marketing Strategy

2.13. Raw Material

2.3.1, Raw Material Resources

2.3.2. Transportation of Raw Material
2.4, Location of the Factory Site

2.5, Labour Conditions for the Project
2.6. Organization of the Company

3. Technical Planning

3.1, List of Products and Capacities
3.2. Production Capacity and Specificatioms

3.2.1. Use of Rawv Material




3.2.2.
3.3.
3.3.1.
l.3.2.
3.3.3.
3.3.4.
3.3.5.
3.3.6.
3.3.7.
3.4,
3.5.
3.6.
3.7,
l.8.
3.9.
3.10.
3.11.
i.l2.

4.

4.1.
4.1.1.
4.1.2.
4.1.13.
4.1.3.1.
4.1.3.2.
4.1.4.
4.1.53.
4.1.6.
4.2.
4.3,
4.3.1.
4.3.2.
4.3.3.
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Technical Details

Balancing of Production Capacities
S5awmill Production

Plywood Production

Sliced Veneer Production

Flush Doors Production

Chipboard Production

Waste Balancing

Boiler Capacity

Material Flow

Production Flow

Machinery List and Specifications
Total Electricity Requirement
Water, Steam and Compressed Air Requirement

Staff and Labour Requirements and Training Programme

Land and Building Requirements
Ground Plan and Layout
Transport of the final Products

Cost Calculation

Va  iable Production Costs
Rav Materials
Electricity Costs

Fuel for Boiler

Fuel 041

Wood Waste as Fuel
Packing Material

Pactory Supplies
Transportation Costs for Pisal Produests
Staff and Labour
Overheads

Mater Requirements

Operat 1 Costs
Transport and Travel

F E E E NN T T




4.3.4.
4.3.5.
4.).6,
4.4.
q.4.1.
4.4.2,
4.4.).
4.4.4.
4.4.5.
4.4.5.1.
4.4.5.2.
4.4.5.3,
4.4.5.4.
4.4.5.8,
4.4.6,
4.5.

S.
s.1.
S.1.1.
5.1.2.
S.1.3.
S.3.
S.).
S.4.
s.8.
S.6.
6.
6.1.
6.2.
6.3,
6.4.

- 121 -

Repairs and Maintenance

Insurance

Summary 'Ovorhoad Costs

Investment, Depreciation and Interests

Land Investment

Building Costs

Civi]l vorks

Investment Machines and Equipment
Pre-Operational Costs

Staff and Labour (pre-operational)
Installation Costs Expatriate Pitters

Other Installation Costs (pre-operational)
Interests for Bank Loan duriny Pre-Operational Time
Summary of the Pre-Operational Costs

Summary Investment, Depreciation and Interests
Economic Comparison of the Productiun Lines

Financial Planning

Basic Consideration
Investment

Poreign Exchange Requiremsnts
Capital Structure

Production and Sales
Development of the Costs

Cash Plow

Profit and Loss Account
Sensitivity Analysis

Susmary for the Softwood Timber Cemplen
Key Figures

Key Perocentages

Break-Even Point

Swsmary *
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5.5. Financial Considerations

Compared to former financial considerations where about
10 - 13 Million US$ have been considered for setting up the project,
these figures will have to be considered now higher because of the
larger integration and the inclusion of several additional productior
lines. Those production lines, however, are decisive for the economy
of the whoule project because they provide not only for a much hivher
added value, but also for the wider utilization of the forest potent-
1als and the utilization of the wood waste. For this reason, it
should be worthwhile to consider the higher investment, but to get
a much better economy of the projects.

} The finanical considerations for the both projects
have been done as follows based on 1975 conditions for setting

up such projects in West Malaysia or West Africa and in Europe.

Integrated Hardwood Timber Corplex

uss uss
land, bu‘lding and civil works ), 200, .
machinery 6,500,000, -
pre-operational costs 2,300, .-
working rapital 2,500,000,
14,500,000, - 14,%00,000.-
Integrated Softwood Timber Complen
" 1] ' 1]
land, building and civil works 2,500,000, -
machinery 3,70, .-
pre-operational costs 1,100,000, -
working capital 1,200,000, -
$,500,000.- 9,300,000,
total capital required 23,000,000, -
SOSSSNPESSS
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6. Projectinns

EXTRMITBXT X

The report indicates clearly that hardwood raw material
would be available from different sources and the integrated hard-
wood timber complex could be established in several countries, whereby
the first priority was given to the Nestin project in West Malaysia.
However, the softwood timber complex will have to be considered in

Europe where a larger softwood potential is available.

Before the implementation of the project can be started
it will, therefore, have to be decided which countries will be given
preference for setting up of this complex. After this decision
is made the following steps of the implementation will have to be
done:

6.1, Forest Survey Report

The first step in the implementation scheme will be
detailed forest surveys to be done in the countries given preference.
A skilled forest team must be hired to survey the forest and to
write a detailed forest survey report which indicates Clearly the
following facts:

- the quantity of trees available
- the diameter of the trees and percentages of the diameters

= the timber species in quantities and percentages also
compared to the area of timber standings

= the logging conditions in connection with density of the
forest, availability of infrastructure and terrain.

6.2. Feasidbility Study

Based on the forest survey report, the consultant must be
hired for working out the feasibility study.
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It is advisable to make a final choice for the consultants
before ordering the feasibility study because working out of the
feasibility report and the implementation of the project should be in
the hands of the same consultants. Details for the feasibility study

are shown 1in the Terms of Reference under paragraph 5.4.

6.3. Implementation

After the feasibility study is finished and is presented
to the company or the authorities, the final implementation of the
project can be started and the following steps have to be done in
the sequence mentioned below:

6.3.1. Joint Venture Agreements

Based on the feasibility study it will now be necessary
to negotiate and sign the Joint Venture Agreements with the future
partners in the companies and to register and establish the companies
themselves.

6.3.2. Finance

Also based on the feasibility study the joint venture
partners will have to consult banks and finance organizations for
the provision of the necessary funds. It will be imperative that
all necessary funds with some additional allowances will be ensured
before the project will be started.

6.3.3. Consulting

During the negotiations of the Joint Venture Agreements
and the finance arrangements, the consultants should also be present
and should assist the company. However, the green light should be
finally set for the consultants only after the Joint Venture Agreements

[ 4

. H




are signed and finance is completely secured.

The Agreement with the consultants should include also
the complete training programme for the staff and labour require-
ment and the supervision of the setting up of the buildings and the
installations of machines and equipment involved.

6.3.4. Marketing

Already in the very early st.je of the implementation,

well-known marketing companies in the woirld should be informed
about this new project and should be asked whether they would like
to take over the marketing after the project is in operation.

About 3 months before beginning of the trial operation, a
public relation action should be started informing many of the
trading companies, importers and agents about the projected implementa-
tion time, the manufacturing programme, the quantities, qualities
and species to be offered in the very near futyre.

6.3.5. Management

Approximately 6 months before the trial operation, Manage-
ment Agreements should be negotiated with reliable companies. Also,
the consultants might be in a position to take over the mar.agement
of the conpahlol after the installations are finished. This would
be advantageous since then the project planning, supervision of im-
plementation and installation, trial operation and lastly also the
complete running of the company would be in one hand.

With regard to such management contracts it will be
1nortint to include the total general management and the sub-
.-.naqc-nntlincludinq factory supervisors etc. Dctails of the manage-

N
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ment force particularly with respect to the employment of expatriates
will have to be considered carefully with the joint venture partners.

6.1.6. Timing
From the date of the decision which countries will be

given preference which means, the beginning of the implementation
period the following timing scheme will have to be, approximately,

considered
- forest survey 4 months
- feasibility study 4 months
- joint venture and finance

negotiations 2 months
- implementation and

installation 10 months
- trial operation 2 months

= total time requirement, i.e.
beginning of the production
approximately after 22 months

6.4. Summary

As a summary it can be stated that raw material is
available in several countries in the world and the governments of
those countries are also interested in a joint venture with Ruwait
for logging, as well as for processing of timber.

A market for the products of the projects is in Kuwait
itself and it can be expected that this market will be available
in Kuwait for another 20 years. With the assessment of raw materials,
the industry in Xuwait can produce safely. However, there is also a
clear indication that world markets will increase for woodemn products
and in case that the products of the projects cannot be sold in
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Kuwait, it should be no problem to find markets on a world wide
basis. Softwood markets are already and also in the future exist-
ing in Europe.

With hired know-how for the forest survey, the feasibility
study, the consulting supervision of the implementation and the
management it should be possible, too, to realize and to operate
the projects successfully.
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PREAMBLE FORESTS PRODUCTS UTILIZATION CONTRACT
BETWEEN
THE GOVERNMENT OF THE REPUBLIC OF LIBERIA

AND

This Concession Agreement is made and entered into the
City of Monrovia, County of Montserrado, Republic of Liberia,
this of , 1973 under the
General Business Law, Title 15 of the Liberian Code of Laws of
1956 Revised

BETWEEN

The Government of the Republic of Liberia, represented
by the Chairman of the Concession Commission and the Minister
of Agriculture

AND

, a company

incorporated under the laws of Liberia, represented by
who is legally authorized to act on

behalf of the Company.

Approved by the President of Liberia
2 6 0.6 ¢ 0 0 0000 4 0000 T TP O 00O 19

(Date of Approval)

Ratified by the Legislature

9 6 0 8. 00 00 0605 0080000 00 st 1,

(Effective Date)




ARTICLE 1

1. DEFINITIONS:

1) Affiliate

2) Concessionaire

3) Date of
Approval

- 1]\_

Unless the context shall otherwise clearly
indicate, the following terms used in *this
Agreement shall have the respective meanings

set .orth helow.

A person shall be considered as an affiliate
of another person if the first person,
directly or through any third party or parties
controls, is controlled by or is under

common control with the second person. The
term "control"” means the possession, directly
or indirectly, of the power to direct or
cause the direction of the management and
policies of a person, whether through the
ownership of voting securities or by contract
or otherwise. In all events, “control" shall
be deemed to include ownership, directly or
indirectly, of an aggregate of 10% or more

of either the voting power or the equity

interests,

The term "Concessionaire” shall mean the

s its assigns,
transferees and successors in title. Provi-
ded, however, that assignments, transfers

and rights of succession shall be governed by
Acticle 1 Section 6 of this Agreement.

The term "Date of Approval” means the date
on which this Agreement was signed by the
President of Liberia.

i
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4) Effective The term "Effective Date” means the date on
Date which this is ratified by the Legislature
or on such effective date as may be fixed by
the Legislature,

S) Timbering Area The term "Timbering Area”™ means the initial
area as described in Article 1 Section 3 of
this Agreement.

6) Liberian The term "Liberian Currency” shall mean the
Currency currency from time to time efficiently

recognized by the Liberian Government.

7) Government The term "Government” includes all branches,
divisions instrumentalities and agencies
of the Government.

ARTICLE I. SECTION I

8) Merchantable The term "Merchantable Timber" shall mean

Timber timber out for commercial use as that term
is defined in Chapter 2 Section 20 of Title
24 (Natural Resources Law), Liberian Code
of Laws of 1956 as amended;
9) Timber and The terms "Timher and Forest Products” shall
;:t;::!. have the same meaning as attributed to them

in Chapter 1, Section 1 of Title 24 (Natural
Resources Law) of the Liberian Code of Laws
of 1956, as amended.

10) Infrastructure The term "Infrastructure” means non-movable
assets of the following types:




11) Plant and
Equipment

(a)

(b)

(c)

(d)

(@)

Transportation and communication facilities
(including roads, bridges, railroads,
airports, landing strips and landing pads
for aircraft, garages, canals, aerial
tramways, pipe-lines and radio, telephone
and teleqraph facilities.)

Port facilities (including docks, harbours,
plers, jetties, breakwaters terminals
facilities and warehouses, and loading and
unloading equipment.)

Electrical power, water and sewerage
facilities (including electrical generating
plants and transmission lines, dams, water
drains water supply systems and systems
for the disposal of plant wastes and
sewerage) ;

Public welfare facilities (including
schools, hospitals and public halls) and

Miscellaneous facilities in connection
with the operation of the foregoing
(including offices, machine shops, found-
ries, repair shops and warehouses.)

The term "Plant and Equipment” means the
following assets (other than Infrastructure
assets) necessary or desirable for operations
hereunder:

(s) Timber felling and extraction oquipment)
(b) Pacilities and equipment to saw, cut and

othervise process timber;
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(c) Facilities and equipment in connection
with the operation of the foregoing
(including offices, machine shops, found-
riei; repair shops and warehouses);

(d) Facilities and equipment for the main-
tenance of personnel (including dwellings,
stores, messhalls and recreational
facilities) and

ARTICLE 1. SECTION L.

(e) Movable equipment, including motor
vehicles and railroad rolling stock
necessary or desirable for us in con-
nection with the Infrastructure.

12) Person orx The term "Person or persons” includes cor-
ReIsons porations, partnerships, unincorporated

partnerships, firms and companies.

2. TME GRANT OF CONCESSION

(1) 1In consideration of the undertaking by the Concessionaire
to pay all surface rents, stumpage fees and other fees
and taxes hereinafter prescribed and to perform and
obeerve the terms and conditions of this Agreement, the
GOVERNMENT hereby grants to the CONCESSIONAIRE subject
to the Concession Laws of Liberia and the conditions set
forth in this Agreement, the exnclusive right to harvest,
process, transport and market timber and other forest
products and to conduct related operations within the
Concession Area hereinafter defined and for the term
hereinafter defined and for the term hereinafter specified.
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2) The GOVERNMENT rraerves the right of access to the
Concession Area for the purpose of any sub-soil investi-
gation (or other reasonable investigation) it wishes to
make, provided that {ts damage to the CONCESSIONAIRE'S
property from such investigation. The GOVERNMENT agrees
to provide fair and reasonable compensation to the
CONCESSIONAIRE for such damaqge.

3. CONCESSION AREA

1) The CONCESSIONAIRE shall have the right to survey snd
harvest timber and other forest products in an area con-
sisting of that portion of land lying and being within
the metes and bounds below:

2) - The Concession Area which comprises approximately
acres of land is depicted on a map to be annexed hereto,
and made a part hereof as Exhibit A. Provided, however,
that when the CONCESSIONAIRE shall have complied with
that portion of Section 111 of the Forest Management Plan
(See Article 1I Section 1(5) of this Agreement) requiring
aerial photographs and planimetric maps such photographs
and maps shall be deemed determinative insofar as this
Concession Area is concerned and shall be substituted for
said Exhibit "A".

4. TERM OF THNE AGREEMENT; PERIODIC REVIEW; RENEWAL OF THE
CoNCESpION

1) This Agreement shall be for a texrm of 20 years as from
the Effective Date as defined herein, provided, however,
that not less often than 3 years, the parties hereto
shall consult together in Liberia for the purpoee
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of considering such changes in clarifications or modifi-
cations to this Agreement as either party deems to be
appropriate.

2) If the CONCESSIONAIRE, not more than two (2) years and
not less than three (J) months before the expiration of
this Agreement applies in writing to the Minister of
Agriculture for a renewal of the Concession the subject
of this Agreement and if it shall have paid all taxes,
fees and rents due (except for such taxes, fees and rents

if any—which are the subject of a good faith con-
troversy between GOVERNMENT and CONCESSIONAIRE) and shall
have satisfactorily performed all its obligations under
this Agreement up to the date of such application, it shall
be entitled to a renewal of this Agreement for a further
period of 20 years on terms and conditions then to be
agreed upon, provided, however, that such of those terms
and conditions as relate to taxes, royalties, fees (in-
cluding stumpage fees) duties and rents then offered by
GOVERNMINT to the CONCESSIONAIRE shall not be less
favourable than those offered to other timber concession-
aires within three (3) years immediately prior to the
date of the CONCESSIONAIRE ‘s application.

S. BITECTIVE DATE

Following the execution hereof, this Agreement shall be sub-
mitted to the President cf Lidberia for his approval and shall
subsequently be submitted to the Legislature for ratification.
After such ratification, this Agreement shall become effective
retroactively as from the date of Approval by the President

of Liberia.
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6. ASSIGNMENT OF CONCESSION

1

2)

The CONCESSIONATIRE shall at all times maintain a mejority
interest in the Concession and shall not, except in keep-
ing with sub-section (2) of this Articles, assign the Con-
cession i0r any part thereof granted under this Agreement
nor any 1ights, privileges, liabilities or obligations
granted or imposed by this Agreement, nor any interest in
the Concession without the previous consent in writing of
the GOVERNMENT, excert that the consent of the GOVERNMENT
shall not be required where the assignment is to another
company in which the CONCESSIONAIRE holds one hundred per-
cent of the equity, provided that the GOVERNMENT shall be
informed of any such assignment within thirty (30) days of
the assignment.

The GOVERNMENT shall not give its consent tO an assignment
unless it is satisfied:

(a) that the proposed assignee is itself of good reputa-
tion or is a member of a group of companies of good
reputation or is owned by a company or companies of
good reputation:

(b) that there is likely to be available to the proposed
assignee either from its own resources or through
other companies in the group of which it is a member,
or otherwise, sufficient technical knowledge, ex-

perience and knowhow and sufficient financial resources

to enable it effectively to carry out a program satis-

factory to the Minister of Agriculture for the operations

hereunder; and




- 117 -

{(c) that the proposed assignee is in all other respects
acceptable to the GOVERNMENT; and provided that the
Minister of Agriculture is satisfied as aforesaid he
shall not unreasonably withhold his consent to the
assignment.

3) The assignee shall have all the rights and privileges and
shall assume all the liabilities and obligations of the
assignor with respect to what is assigned without relieving
the Concession of such liabilities and obligations unless
the GOVERNMENT expressly consents to such a releasc.

4) Por the purpuses of this Seciion, the term assign shall
include the admission into partnership of any third party
in the activities and operations of the CONCESSIONAIRE
under this Agreement and shall include the mortgaging of
any rights, privileges, liabilities or obligations granted
or imposed by this Agreement.

7. SURRENDER OF ALL OR PART OF THE CONCESSION BY THE CONCESSIONAIRE

The CONCESSIONAIRE may at any time during the term of this
Agreement or any renewal thereof surrender the rights granted
by this Agreement in respect of the whole of part of the
Concession Area by giving to the Minister of Agriculture
twelve (12) months notice in writing. 8uch surrender shall
be without prejudice to any obligation or liability imposed
by or incurred under this Agreement. ‘

e. BON MIN

1) It is covenanted and mutually agreed that the CONCESSIONAIRE
shall within thirty (30) days after the signing of this
Agresment deposit with the Concession & Investment Commossion




-llﬂ_

a cash deposit amounting to $50,000.00 (Dollars Fifty
thousand) in favour of the Government of Liberia

warranting that the CONCESSIONAIRE shall conform with

all the terms and conditions of this Agreement and shall
faithfully and promptly comﬁ\ence survey and other operations
within six (6) months from the Effective Date of this
Agreement and should the CONCESSIONAIRE fail to perform in
acccrdance with the provisions of this Section then this
Agreement shall become null and void with the cash deposit
forfeited to the GOVERNMENT. The Concession & Investment
Commission shall release said cash deposit within two (2)
years after the Effective Date provided that the CONCESSIONAIRE
shall have fuifilled all the requirements and obligations
of this Agreemen-.

2) The CONCESSIONAIRE shall, within a period of two (2) years
after the Effective Date, spend a sum not less than
$120,000 (Dollars One hundred and twenty thousand) on the
survey development, production and other operations
roquirdd under this Agreement and shall and at the request
of GOVERNMENT produce all pay-rolls, receipts, invoices
and other documents necessary to demonstrate the spending
of the said sum.

9. PROCESSING OF TIMBER AND OTHER FOREST PRODUCTS

The CONCESSIONAIRE shall comply with the requirements of the
Minister of Agriculture regarding the percentage of total
production to be sawn or othervise processed in Liberia and
shall ensure that by the end of the year 1975 not less than
sixty percent (60%) of the total production shall be so pro-
cessed and that by the end of 1976 not' less than eighty percent
(80%) shall be 80 processed and they by the end of 1977 the
entire production of logs shall be so processed in Liberia.

Tl Oh B o O O S S E:EEEEEEEEEREPPEPTMT
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10. GOVERNMENT INSPECTION

Any person or persons authorized by the Minister of Agriculture
or by any other competent GOVERNMENT authority shall be
entitled at all reasonable times to enter into and upon any

part of

(1)

(11)

(444)

(iv)

tlie premises ~f the CONCESSIONAIRE and to inspect:

the CONCESSIONAIRE's activities and operations under
this Agreement for the purpose cf ensuring full
compliances with the provisions of this Agreement:

in the offices of the CONCESSIONAIRL the records of
the CONCESSIONAIRE's relating to its activities and
operations under this Agreement in order to determine
the accuracy of reports rendered by the CONCESSIONAIRE;

the boundaries and delineations of the Concession Area
and

the quantity, quality and type (including species and
variety) of timber and timber products being harvested
transported processed and marheted under this Agreement.
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ARTICLE II OPERATIONS OF THE CONCESSIONAIRE

1. Management Plan

The CONCESSIONAIRE shall operate in accordance with the
Management Plan approved by the Minister of Agriculture,
which plan shall form part of this Agreement.

2. Trees under Minimum Diameter not to be cut for Commercial Use

1) The CONCESSIONAIRE shall not cut nor fell for commercial
use any growing tree the diameter of which at breast
height is smaller then the dimension set forth for
respective species in Section 30 of Sub-Chapter C
(Restrictions on use of National Forest Products of
Chapter 1 of Title 24 Natural Resources Law) of the
Liberian Code of Laws of 1956.

2) The CONCESSIONAIRE shall be subject to the penalties set
forth in Section 30 of the Sub~Chapter C of Chapter 1
of Title 24 for any violations of that Section 3O,

3) After consulation and approval by a Forest Officer (as
defined in Title 24) the CONCESSIONAIRE may cut any tree
irrespective of girth limits if such tree is to be used
fo\construcuon purposes necessary to the CONCESSIONAIRE'S
opefations and activities under this Agreement. The
CONCESSIONAIRE shall comply with Section 30 (f) of Sub-'
Chapter C of Chapter 1 of Title 24.

3. Selection and Exploration of Timber Harvesting Tracts)

Mlinguishment of Tracts

1) selection of timber harvesting tracts shall be in accordance
with the following provisions:

a) The CONCESSIOMAIRE shall within the Concession Area




)

b)

c)

q)

e)

£)
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select contigous harvesting tracts having a total area
not exceeding that authorized in the Management Plan
provided for in Article 11 Section 1 hereof.

Six (6) months after the commencement of exploitation,
the CONCESSIONAIRE may select further timber harvesting
tracts which shall be consistent with the Management Plan
provided for in Article 2 Section 1 of this Agreement.

Additional timber harvesting tracts may be selected at
the end of each further period of six (6) months provided
that the area of selected unexploited timber harvesting
tracts shall not exceed the area provided for in the

‘Management Plan.

The CONCESSIONAIRE shall not, without first obtaining the
consent of the Minister of Agriculture, fell and extract
merchantable timber from another timber harvesting tract
until it has conplotoly' felled and extracted all merchant-
able timber from the tin'bor harvesting tract where it was
last operating.

The CONCESSIONAIRE shall give at least one month's notice
in writing of its intention to terminate its felling |
operations in a timber harvesting tract and to commence
felling operations in another tract.

The CONCESSIOMAIRE shall, on the conclusion of the ex-
ploitation of any timber harvesting tract, clear the
boundaries of that tract of all debris resulting from the
CONCESSIONAIRE'S operations within that tract.

A timber harvesting tract in which the CONCESSIONMAIRE has,
to the satisfaction of the Chief, Bureau of Forest
Comservation, completed exploitation shall revert to
GOVERNENT on completion of such timber harvesting activities




3)

4)

5)

6)

within that tract provided also, however, that the
CONCESSIONAIRE, in the opinion of the Chief, Bureau of
Forest Conservation has fulfilled or is fulfilling in a
satisfactory manner the requirements for reforestation
as defined in Article VIII Section 2 hereof.

The selection of timber harvesting tracts shall be made by
filing with the Ministry of Agriculture descriptive
statements in triplicate of the tracts selected setting
forth their boundaries and areas by appropriate overlays
to maps and or aerial mosaic photographs acceptable to the
GOVERNMENT.

The CONCESSIONAIRE'S rights to exploit timber and other
forest products within the selected timber harvesting
tracts shall be established upon the filing of the above-
mentioned maps and descriptive statements and the approval
of such maps and descriptive statements by the Minister

of Agriculture. Such approval shall not be unreasonably
denied nor unreasonably delayed.

The CONCESSIONAIRE shall, within thirty (30) days from the
date of approval by the Minister of Mgriculture of the
tracts to be harvested, provided the Minister of Mriculture
with a planimetric map or maps covering the selected tracts.

After £iling the above-mentioned maps and descriptive
statements, the CONCESSIONAIRE shall place durable boundary
marks not less than three (3) feet high and which can be
easily recognised, at the vertices of the angles of
respective tracts, unless these vertices be in lands
coversd by water or of difficult access. In such cases
reference monuments may be established at favourable points
indicating the location of such vertices by arrows giving
the bearings and the distances. The above-mentioned map

l B & & & & & B & R EBEEDER.




M

8)

- 187 -

.

shall also show the geographical maxrks such as rivers,
mowntains, towns, counties, states oY Other known
boundaries,

Should there by any permanently marked government survey
station located within six (6) miles ©oOf the respective

* tracts such Government survey statiomn shall be connected

with the points shown on said map and its direction and
distance from said points on the map shall be shown,

The tracts may be located anywhere within the Concession
Area,

The GOVERNMENT and the CONCESSIONAIRE recognise that
certain tracts lying within the Concession Area of the
Land described in this Agreement may not contain timber of
either quantity or quality to permit economic timber and
forest products extraction operations contemplated in this
Section 3. Such tracts shall upon their determination be
relinquished to the GOVERNMENT and 1imn the event that
GOVERNMENT should offer the said tracts out on concession
as salvage areas, the CONCESSTONAIRE shall be granted a
right of first refusal in respect of then,

4. Measurement and Marking of Trees and Logs

1)

The CONCESSIONAIRE shall not move OX Cause to be moved
any log from the place at which such 1log was cut until
and unless the same shall have been measured and the log
and the stump of the tree from which the log was cut have
been hammer-marked with a hammer of the GOVERNMENT by a
duly authorized agent of the GOVERNMENT,

The property mark or marks to be used for the Concession
Area the subject of this Agreement shall be:
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ARTICLE 111 OTHER RIGHTS OF THE CONCESSIONAIRE

1. a,

1n

2)

))

4)

Occupation of Surface and Easements

Subject to the provisionrs of this Agreement, the CONCESSION-
AIRE shall have the right to enter and occupy any land
within the Concession ‘rea for the purpose of undertaking
operations and activities under this Agreement. Provided,
however, that with regard to land within the Concessicn

Area which is privately owned, “he CONCESSIONAIRE shall
comply with the provisions of Sub-Section (4) below.

Subject to the provisions of Sub-Sections (3) and (4)

below, the CONCESSIONAIRE shall have the right to occupy

and utilize for the duration of this Agreement of or a
lesser period, the surface of such suitable areas outside
the Concession Area as may be necessary for the construction
and operations of roads, ports, railways and pipelines
necessary for its activities and operationns under this
Agreement.

With regard to public lands lying outside the Concession
Area, the CONCESSIONAIRE shall apply to the GOVERNMENT for
the right to use such land. The right to use such land
shall not be unreasonably denied by GOVERNMENT. The CON-
CESSIONAIRE shall apply to use such public lands by making
application to the Minister of Agriculture who shall con-
clude with the CONCESSIONAIRE the terms and conditions
under which the easement or other rights may be exercised,
including the annual land rental to be charged.

With regard to private lands lying either within or without
the Concession Area, the CONCESSIONAIRE may, in the event
that it is unable to reach satisfactory agreement with the
private owner or owners as to the terms on which it may




enter and occupy the land in question, bring the matter
to the attention of the Minister of Agriculture by filing
a petition. Such petition shall set forth the facts of
the case and shall specify as exactly as possible:

{1) the land which it requires

(ii) the name or names of the owners and/or occupants
of the land if this can reasonably be ascertained;

(111) the type of occupancy lease, right-of-way, or ease-
ment which the CONCESSIONAIRE seeks.

The Minister of Agriculture shall issue a notice to the

owners and occupants of the land to present themselves on

a day and at a time to be specified therein.

Such day shall not be more than sixty (60) days or less

than thirty (30) days from the date of said notice. On

the appointed day the Minister of Agriculture or his
representative shall hear the CONCESSIONAIRE and the owners
and occupants of the land and, after considering proofs

and arguments on both sides, shall determine and assess the
amount to be paid to the owners and/or occupants of the

land for loss of the right to use the land for the period

of the lease right-of-way or easement and for damages
arising out of the loss or destruction of goods and property
because of rights granted to the CONCESSIONAIRE. In the
event of any dispute as the nature and extent of the interests
in or ownership of the land or the amount of compensation
payable by the CONCESSIONAIRE or if the decision of the
Miniz.er of Agriculture or of his representative is un-

acceptable to any of the parties concerned, the case may
be brought before court of competent jurisdiction in
Liberia. 1In such case, the CONCESSIONAIRE may file an
indemnity bond, in an amount deilqnated by the Minister
of Agriculture and may enter upon the land immecdiately
subject to later determiniation by the court of competent
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jurisdiction of the exact amount payable.

Provided, however, that no lease, right-of-way or easement

shall be granted 1f it substantially interfers with
operations of another previously granted concession and
provided further +<han nothing in this Agreement shall be
construed to permit interference with any tribe, villaove,
person ur group of persons or of any rights to timuer or
forest produce held by any tribe, village, person or

persons through law or custom,

No blasting or other dangerous operations may be conducted
within half (4) a mile of any public works or permanent
building without the previous consent of the GOVERNMENT

and subject to such conditions as it may impose.

2. Accessory Works and Installations

1)

Subject to the provisions of Article !Il Section 1(4)

and the prompt payment of adequate compensation to any
person whose rights are thereby affected and to the
approval of the appropriate authority, the CONCESSIONAIRE
shall have the right to construct, maintain, alter and
operate:

a) industrial buildings and installations including pro-

cessing facilities, mills, loading and punping stations,

warehouses, storage places and storage tanks;

b) (Subject to the prior approval in writing from the
Minister of Agriculture) wharves, shipping terminals,
ports or port sites;

c) means of communications, including telephone lines
and wireless stations)

d4) facilities for shipping and aircraft)
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e) living accommodations and amenities, including
hospitsls, schools and recreational facilities,
for the CONCESSIONAIRE's employees and workmen;

f) other buildings, installations and works necessary
or useful for the effective carrying out of the
CONCESSIONAIRE's operations and activities under
this Aqreement.

2) The construction of any railroad or electric power genera-
ting facilities shall require the prior approval of the
Minister of Agriculture and/or other appropriate Agency of
Government, which approval shall not be unreasonably de-
nied. The CONCESSTIONAIRE snall submit the proposed plans
for such railroad or electric gererating facility to the
Minister of Agriculture or other appropriate Agency of
Government.,

J) In the case if lands required for sidings, stations, yards
and other rail transportations installations, the right-
of-way of the CONCESSIONAIRE's railroads shall be in
accordance with rules laid down by the Minister of Agriculture
or other appropriate Agency of Government.

Right to Take snd Use Water

Subject to the approval of the Minister of Agriculture pre-
viously obtained in writing and to such conditions ( other than
conditions imposing a charge for the use of the water) as he

may impose, the CONCESSIONAIRE may appropriate and use free of
charge, any wster found within the Concession Area and any

water within the public domain within (3) miles of the Con-
cession Area for purposes necessary or useful to the CONCESSION-
AIRE's Operstions and activities under this Agreement. Provided,
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however, that the CONCESSIONAIRE shall not deprive any lands,
villages, houses or watering places for animals of a reason-
able supply of water in so far as such vater has, through
customs, been utilized for such lands, villages, houses or
animals. Nor shall T“ONCESSIONAIRE interfere with any tights
of water enjoyed by any persons under the Land and Native

Rights Ordinance.

Pight to Take and Use Gravel, Sand, Clay or Stone

Subject to the approval ¢! the Minister of Agriculture pre-
viously obtained in writing and to such conditions as he

may impose, the CONCESSIONAIRE may appropriate and use, free

of charge, gravel, sand, clay or stone found within the Con-
cession Area for purposes necessary or useful to the CONCESSION-
AIRE's operations and activities under this Agreement. Provided,
however, that such gravel, sand, clay or stone shall be sold

only with the prior approval of the Minister of Agriculture and
subject to such conditions as he may impose (including con-
ditions relating to fees to be paid to the GOVERNMENT and pro-
vided further that upon termination of this Agreement any ex-
cavation shall be filled in or leveled and left by the CON-
CESSIONAIRE as far as may be reasonably practical in its original
condition and 1if so required by the Minister of Agriculture,
fenced or otherwise safequarded as circumstances may require.

Agents or XQQQg!gggg contractorse

The CONCESSIONAIRE may exercise any of the rights and powers
conferred by this Agreement (save whers the context othervise
requires) through agents or independent contractors. Provided,
however, that the CONCESSIONAIRE may not, through the esploy-
ment of agents or independent coatractors, avoid any of its
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chbligatione or 1iabilities wnder this Agreement s provided
in Article IV Section 3 Sub-section (3) hereon.
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ARTICLE 1V REPORTS, RECORDS, NOTICES, AND COMMUNICATIONS

1. Reports Concerning Survejl, Exploitation and Development

D

2)

The CONCESSIONAIRE shall keep the Minister of Adgriculture
fully informed, through quarterly reports beginning with
the first quarter following the Effective Date of this
Agreement, as to the progress and results of the CON-
CESSIONAIRE's survey and development operations and acti-

vities under this Agreement. Such reports shall include:

a) the results of any general reconnaissance of the
various sites of proposed operations and activities
under this Agreement;

b) information concerning :he selection of routes for
roads or railways from tne harvesting area to a suit-
able harbour for the export of timber or other forest
products;

¢) information concerning the planning of suitable sawmills

and/or woodworking installationg and town sites, in-

cluding information of suitable water supplies for the

town sites and other facilities;

d) such other plans and information as to the progress of

operations of the Concession Area as the Minister of
Agriculture may from time to time reasonably require.

The CONCESSIONAIRE shall furnish to the Minister of Agri-
culture a monthly statistical report beginning with the

first month following the commencement of the exploitation
period which shall set forth the number and location of the
timber harvesting tracts on which work was begun during the
preceding month, the number of workmen employed thereon at




J)

4)

the end of the month, a list of the equipment at the working
site at the end of the month and a brief description of

the work in progress at the end of the month and of the
work contemplated during the following month.

The CONCESSIONAIRE shall furnish to the Minister of Agri-
culture monthly reports beginn.ng with the first month
following the commencement of the exploitation period con-
cerning the progress of its harvesting operations under
this Agreement. This report shall specify in full the work
accomplished during the month in question, including the
total volume of timber lumber and other forest products

produced species by species, broken down between:

a) volumes harvesting, expressed in board-feet;

b) volumes transported from the Concession Area and their
corresponding destination;

c) volumes stockpiled at the Concession Area or elsew!ere
in Liberia;

d) volumes sold or committed for export (whether actually
shipped from Liberia or not);

@) volumes actually shipped from Liberia (with full details
48 to purchaser, destination and terms of sale);

f) volumes processed and/or manufactured within Liberia
with full specifications as to the intermediate products,
by-products, or final products, turned out within®®
Liberia (with full showing as to the disposition of such
intermediate products, by-products or final products
and of the terms on which they were disposed of.)

The CONCESSIONAIRE shall furnish to the Minister of Agri-
culture an annual report beginning with the first complete
year following the commencement of the exploitation period
which shall include:

the number and description of timber harvesting tracts with
were exploited at the end of the year preceding the year in
question (with a showing as to which are in commercial
production); the number and description of tracts on which
work was begun during the year and which were placed in
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commercial production during the year; the number and
description of tracts abandoned during the year; the
productior of such ot the tracts, regardless of whether
in commercial production or not, with a full description

of the kind, quality and analysie.

The CONCESSIONAIRE shall also furnish the GOVERNMENT all
other information of whatever kind which the latter may
request in order that the GOVERNMENT may be fully appraised
of the CONCESSIONAIRE's timber harvesting and other
activities.

Monthly and quarterly reports shall be submitted in quad-
ruplicate within thirty (30) days of the end of the month
or quarter in question, as the case may be. Annual reports
shall be submitted in quadruplicate within ninety (%0) days
of the end of the year in question.

Other reports to the GOVERNMENT shall be submitted in
accordance with Article IV Section 2 hereunder.

Other Reports to GOVERNMENT and Records to be maintained

1)

2)

With resfect to the CONCESSIONAIRE's obligation to pay &
tax on net income or to furnish full information during a
tax exemption period, the CONCESSIONAIRE shall submit to
the Minister of Finance such information and documents as
are required by the Revenue and Finance Law.

With respect to the CONCESSIONAIRE's obligation to pay &
surface rent and stumpage fee, the CONCESSIONAIRE shall
submit such information and documents as are required ia
Article V Sections 2 and ) hereof to the Minister of
Agriculture.
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3) With respect to the CONCISSIONAIRE's survey and exploita-
tion operations, the CONCESSIONAIRE shall submit such
information and documents as are required in Article 1V
Section 1 hereof to the Ministry of Agriculture,

4) 1n addition, the following shall be delivered to the
Ministry of Planning and Economic Affairs:

a) True copies of all sales, management, commercial and
financial agreement concludec with Affiliates and
independent parties and al!l other agreements
concluded with Affiliates, to be submitted within one
month after conclusion.

b) Copies of the monthly reports detailed in Article 1V
Section 1 Sub-Section (3) hereof.

8) All information furnished to the GOVERNMENT shall be in
English, All financial data shall be recorded in Liberian
currency.

6) The CONCESSIONAIRE shall maintain all original records and
reports relating to its activities and operations under
this Agresment including all documents relating to finan-
cial and commercial transactions with non-Affiliatss and
Affiliates in {its principal offices in Liberia. These
records and reports shall be opened to inspection by
COVEMBENT through an authorized representative during
normal working houre. Such records and reports shall be
maintained in the English Lanquage and all financial data
shall be recorded in Liberian currency.

7) Copies of all reports sudbmitted to Ministries of GOVERNMENT
shall be forwarded to the Concession Secretariat.

3. 1994] Resident Managers: Notices

1) The CONCESSIONAIRE shall, before commencing operations
wnder this AMreement, furnish to the Ninister of Mriculture
the name and addrese of the local resident manager under
whose supervision the CONCESSIONAIRE intends to carry on




0

))

4)

S)
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the operations under this Agreement. Any changes in the
name or address of the manager or other supervising person
shall likewise be given to the Minister of Agriculture
within fourteen (l4) days of such change,

If there are co-participants in this Concession, the name
and address of the manager or person under whose supervi-
sion the co-participants intend to carry on the operations
under this Agreement shall be furnished to the Minister of
Agriculture as set forth in Sub-Section (1) above. Such
manager or supervising person shall be considered the
representative of all such co-participants for any purpose

concerning this Agreement,

Notices for the purpose of this Agreement shall be suffi-

ciently served if delivered or sent by registered post,

a) 1n the case of GOVERNMENT, to the Minister of Agri-
culture,

b) in the case of the CONCESSIONAIRE, to the manager or
other person whose name shall have been given by the
CONCESSIONAIRE under Sub-Section (1) and Sub-Section

(2) of this Section,

Provided, however, that all notices, requests or other
communications required by, provided in for, or relative
to, this Agreement shall be in writing. Cables and
telegrams shall be considered as written communications
but they shall be confirmed by registered letter and shall
be considered effective only when said registered letter
has been actually received.

And provided also that the CONCESSIONAIRE may not through
the employment of agents or independent contractors, avoid
any of its obligations or liabilities under this Agreement
and provided furthermore that the records of the agent or
independent contractor shall be available to GOVERNMENT
inspection as provided for in Article 1IV Section 2 Sub-

I
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Section (6) and Article I and Section 10 hereof.

4. Reports to be confidentials Cost of Reports

1)

2)

Any information supplied by the CONCESSIONAIRE shsll
(except with the consent in writing of the CONCESSIONAIRE,
which shall not unreasonably be withheld) be treated by

all persons in the service of the Government of Liberia as
confidential, but GOVERNMENT ghall nevertheless be entitled
at any time to make use of any information received from
the CONCESSIONAIRE for the purpose of preparing and publish-
ing aggregated returns and general reports on the extent
of timber and forestry operations in Liberia and for the
purpose of any arbitration or litigation between GOVERNMENT
and the CONCESSIONAIRE,

All records, reports, surveys, plans, maps, charts,
accounts and information which the CONCESSIONAIRE is or
may be from time to time required to supply under the
provisions of this Agreement shall supplied at the expense
of the CONCESSIONAIRE,
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ARTICLE V  FISCAL OBLIGATIONS

1. Government Tax on Net Income) Accounting Pr;acig}u

1)

2)

The CONCESSIONAIRE shall pay a tax on its net income
deriving from its operations and activities under this
Agreement in accordance with the income tax laws of general
application on, provided, however, that the tax payable
shall not exceed fifty perceat (50%) of the said net in-
come in any one year and provided also that for a period of
five (5) years commencing on the date of first marketable
production as determined by GOVERMMENT, no tax shall be
paid on any income, earnings or profits retained by the
CONCESSIONAIRE for expansion of its operations or for in-
vestment or re-investment in Liberia and not distributed

in any way to shareholders, employees, affiliates or others
as dividends, bonuses, gratuities or in any other form
except with the written approval of GOVERWMENT obtained
before any such distribution takes place. And provided,
furthermore, that after the expiry of the above-mentioned
five-year peric® the CONCESSIONAIRE may retain up to

twenty (20%) of any net profits in each year for invest-
ment or re-investment within Liberia and this amount shall
be exempted from income tax provided that GOVERNMENT
approves in writing the intended investment or re-investment
before the CONCESSIONAIRE so invests or re-invests it.

In determining the net income of CONCESSIOMAIRE, generally
accepted accounting principles shall be employed and all
payments, deductions, charges for expenses and other iteme
will be reasonable and co.sistent with general practices
being followed in projects of similar nature. Provided,
however, that where more than one accounting practioce ie
found by GOVERNMENT to be spplicable with regard to amy
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one item, GOVERNMENT shall determine which practice is to
he applied with regard to that particular item,

3' In no event shall GOVERNMENT be bound by the CONCESSIONAIRE's
characterization of any transaction with an Affiliate for
accounting purposes. In the event that GOVERNMENT finds
that any payment deduction, charge for expenses or other
transaction with an Affiliate is not fair, reasonable
and consistent with the general practice that would have
been followed by independent parties in connection with a
transaction of a similar nature, GOVERNMENT may, for the
propose of determining the CONCESSIONAIRE'S income tax
liability, substitute the payment, deduction, charge for
expenses Or other transaction which would have prevailed
had the transaction occured between independent parties.

4) During the five-year period of exemption from income tax
provided for in Sub-Section (1) hereof, the CONCESSIONAIRE
shall file with GOVERNMENT full information returns on
earnings, income and profita, and thereafter, the CON-
CESSIONAIRE shall file complete income tax returns. The
CONCESSIONAIRE shall comply with the provtnibnl set forth
An Sub-Chapter C of Chapter ) of the Revenue and Finance
Law, Title 35 of the Liberian Code of Laws of 1936 as now
writtea or, if amended or replaced, with the law in effect
iR the taxadle year, in the form and content of such
returns, the submission to COVERNMENT for review, the pay-
meat of income taxes as assessed, the inspection of records,
the heeping of accounts, the payment of penalties and
interest, and other ution relating to the administration
of the CONCEISSIONAIRE's income tax obligations to GOVERNMENT.

2. purfece Bemt

1) The CONCESSIONAIRE shall, in respect of the Concession

o




2)

3)

granted hereunder, pay to GOVERNMENT an annual surface
rent of 10 cents per acre or prorata for part thereof for
all land held by the CONCESSIONAIRE during the term of.
this Agreement. No rental shall be paid for land relin-
quished in accordance with the relevant provisions of
Article II, Section III, hereof after the effective date

~of relinquishment.

The rental imposed by Sub=Section (1) of this Section shall
be_paid to the Ministry of Finance of the Government,
*hrough the Ministry of Agriculture.

The CONCESSIONAIRE shall pay the rental imposed by Sub-
Section (1) of this Section semi-quarterly in advance.
The first payment for the period extending from the
effective date of this Agreement shall be made within one
month of the effective date. Subsequent payments shall
be made annually in advance on the first day of January

o? each year.,

). Stumpage Fees

1)

2)

In addition to the surace rental referred to in Section (2)
of this Article V the CONCESSIONAIRE shall pay to GOVERN-
MENT a fee¢ in keeping with oi:utinq-rulnp and regulations
governing the harvesting of timber for the local market

or for export as specified under the Forest Law and in
accordance with measurements carried out &s provided for
in the official scaling regulations of the Bureau of
Porest Conservation (except on unusable timber removed to
permit road building),

The CONCESSIONAIRE shall pay to GOVERNMENT fees in accordance
with Sub-Section (1) of this Section ) in respect of '
merchantable timber which, in the opinion of the Minister




3)

4)

5)
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of Agriculture, sho:14 have been extracted from a timber
harvesting tract in which the CONCESSIONATRE has ceased
to work (after due notice has been given as provided in
Article 11 Section 3 hereof) but which timber has been
left standing or felled but not removed within the said’
timber harvesting tract. |

Payment of such stumpade fees shall be monthly and not

later than thirty (30) days aftei_;he end of the month
in question. Payment shall also be in accordance with
the rules and regulations promulgated by the Minister
of Financ; pursuant to Section 683 of the Revenue &
Finance Law and Section 16 of the Executive Law,

Notwithstanding Sub-Sections (1) and (2) above, the CON-
CESSIONAIRE may fell and use without payment any tree for
the purposes of constructing such roads, bridges, wharves,
railways, buildings, mills and other structures shall
remain in site and shall become the property of GOVERNMENT
on the termination of this Agreement, in actordance with
Section 6(1) of Article X of this Agreement.

With regard to any forest product other than timber which
the CONCESSIONAIRE may wish to harvest, the CONCESSIONAIRE
shall pay such fee as mutually agreed upon by the parties
to this Agreement in advance,

4. Duties and Excises

1]
1. a)

nlpori Duties

T

The CONCESSIONAIRE shall be subject to the customs.
regulations in force, to any consular fees of general
application for use of ports, harbours, wharves or other
services or facilities made available by the GOVERNMENT,
subject to the followihg exemptionss |




b)

{) The importation into Liberia during the first five
(S) years after the Effective Date by the CONCESSION-
AIRE of any equipment, machinery or similar items
of a capital nature having a useful life of five (%)
years or more for use in the harvesting, procossing,
transportation and marketing of timber and timber

products under this Agreement;

11) Tires and replacement parts for euch trucks, trailers
and heavy equipment as the CONCESSIONAIRE shall have
detailed in a list filed with an approved by the
Minister of Agriculture; sufficient office equipment
as approved by the Minister of Agriculture ae being
adequate for the initial setting-up of the CONCESSION-
AIRE's of fice; drugs, equipment furnishings for
the installation of a hospital, dispensaries or clinice
which the CONCESSIONAIRE needs for the exercises of
its rights and obligations under this Agreement and
any other items which GOVERNMENT may from time to time

approve,

Provided, however, that all such items to be exempt from
duties shall be exempted only if items reasonably com-
parable in price are not obtainable in Liberia. In com-
paring the prices of the iteme sought to be imported with
l1ike items obtainable in Liberia, there should be added

to the price of the items sought to be imported duty-free
‘the consular fees, freight and insurance and other costs
(other than import duties) normally incurred throughout
the time imported items have been shipped to and landed in
Liberia, and cleared through Liberian Customs. If the
difference in price doee not exceed the amount of import
duties and if within (30) daye after notice by the CONCESSION-
AIRE the GOVERNMENT has agreed to pay to the CONCESSIONAIRE
such difference then the items available in Liberia shall




c)
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be considered competitively priced. All items imported
duty-free shall, as far as possible, be marked with the
name or marks of the CONCESSIONAIRE in a manner difficult
to delete. If the CONCESSIONAIRE imports any items duty-
free and thergafter determines to sell or transfer such
item to another person not entitled to tr:e n;c exemption,
or to apply the item to a non-exempt purpose, a customs
declaration shall be made before such sale, transfer or
use in accordance with the Liberian Laws of general
application. Any disagreement as to whether items qualify
for exemption from import duties, or as to whether items
have been sold, transferred, used or applied so as to
became subject to import duties shall be resolved under the
generally applicable Liberian Laws, regulations and
procedures.

With regard to industrial fuel oils and fuel for industrial
vehicles, the CONCESSIONAIRE shall be entitled to a

rebate of the excise tax imposed on the sale of such fuel
oils upon submission of a statement prepared in accordance
with the regulations established by the Ministry of
Finance,

Taxes

The CONCESSIONAIRE may for a period of five (3) years com-
mencing from the date of first marketadble production as deter-
nined by the COVERNMENT export logs and processed timber

free of customs and other duties but subject to such other
levies and similar taxes that may be imposed from time to time.
T™he exportation of such logs and processed timber shall be sub-
ject to customs and other regulations then in force, except as
herein provided, and sudbject to the GOVERMMENT 's rights of
supervision and imspection of such exportation.




ARTICLE VI CAPITALIZATION, STOCK PURCHASES, DIRECTORS, FINANCE

1. Capitalization

1) The LONCLSSIONAIRE shall ptovtde all capitll at such times
and in such amounu as. may be required for the. economic
and profitable development of the Concession and for all
the vperations and activities under this Agreement. Such

capital may be in the form of paid-in capital funds and/or

borrowings from non-Affiliates. For the purposes of this
Sub=Scction, the term "Affiliates™ shall have the meaning
attril.uted to in Article 1 Section 1.

2) Stock Purchases

a) Commencing with the first issue of any voting shares of
the CONCESSIONAIRE and continuing thereafter with respect
to all subsequent issues of shares, twenty-five percent
(25%) of each issue of such shares issued for sale or
proposed to be issued by the CONCESSIONAIRE shall be
reserved for offer to Liberian citizens, Such initial
offering and such successive offering to Liberians
shall be made on terms no less favourable than the most
favourable terms to other subscribers and held available
for subscription by and purchase by said Liberian citizens
for a period of six (6) months from the date of offering
of such particular issues.

b) The obligation to keep available twenty-five percent
(25%) of each successive issue of common shares for
subscription and/or purchase by Liberian citizens shall
not at any time be minimized or affected by the fact
that at the date of any particular issue of shares
there already exist shareholders of the CONCESSIONAIRE
wvho are Liberian citizens.




The CONCESSIONAIRE shall submit reports to the Ministry
of Planning and Economic Affairs of the number of shares
of each offer which initially were made available to
Liberian citizens, the number of shares remaining un-
subscribed or paid at the end of the corresponding
six-month peflod and the number of such shares subse-
quently disposed of to the existing shareholders in
favour of existing Liberian shareholders. These shares
shall retain with them the proportinate pre-emptive
rights in favour of Liberian holders thereof who from
time to time subscribe to and purchase additional
shares when and if offered by the CONCESSIONAIRE.

c) The holdings by Liberians of shares of the CONCESSIONAIRE
shall in no event be treated less favourably than those
of other holders. Liberian citizens shall be permitted
to exercise their right to hold shares in any and every
offering made by CONCESSIONAIRE., The CONCESSIONAIRE
shall give the widest possible news media advertisement
in Liberia to the public offer to Liberian citizens
herein required and shall do nothing to diminish the
relative voting strength of the Liberian shareholders.

3) Directors, Twenty-five percent (25%) or not less than two
(2) of the directors of the CONCESSIONAIRE shall be Liberian
citizens, Action taken by and votes of these directors
shall not have the effect of altering the obligations of the
CONCESSIONAIRE or the rights of GOVERNMENT under this
Agreement.

2. Pinance, Approved Indebtedness, Dept to Equity Ratio

1) Approved Indebtedness An Indebtedness shall be considered
an Approved Indebtedness if it fulfils the conditions of
(1) (a) and either (1) (b) or (1) (c) hereof and interest




2)

payable on such indebtedness shall be allowable as a
deduction from profits before the calculation of income
tax or of not profits before distribution,

a) An Approved Indebtedness shall not:

.

(1) be directly or indirectly junior to any other
indebtedness or part of any other indebtedness
of the CONCESSIONAIRE nor:

(ii) be guaranteed by any Affiliate of the CONCESSION-
AIRE nor by any other person nor:

(111) be incurred for the purpose of re-financing at
then existing indebtedness.

b) An Approved Indebtedness is that indebtedness incurred
by the CONCESSIONAIRE to a public bank or other public
financial institution acceptable to GOVERNMENT and which
does not bring the total of such Approved Indebtedness
to a debt to equity ratio exceeding 2:1.

c¢) An Approved Indebtedness is that indebtedness incurred
by the CONCESSIONAIRE to a public bank or other public
financial institution acceptable to the GOVERNMENT
which brings the total of such Approved Indebtedness
of the CONCESSIONAIRE to a debt to equity ratio exceed-
ing 2:1 but which has been approved by GOVERNMENT in
writing before it was incurred by the CONCESSIONAIRE
solely in connection with the acquisition or construction
of the plant and equipment or the infrastructure unless
otherwise approved in writing by the GOVERNMENT.

For the purposes of this Section, the equity of the CONCE-
SSIONAIRE shall be that amount of capital actually paid in
to the CONCESSIONAIRE for capital stock, plus the principal
amount of any outstanding indebtedness which is not Approved
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\ ” . Indcbtidnenn, lo;; any aéchmulated Eeficit 61 the cob?'
CESSIONAIRE. There shall be added to the equity of the
CONCESSIONAIRE any contributed surplus and any retained
earnings but only to the extend that such surplus or earn-
ings have been restricted so that they are not legally
available for distribution to the shareholders. It property
other than cash has been contributed to the CONCESSIONAIRE
for capital stock, the amount thereof to be taken into
account shall not exceed the cost of such property to the
transferer.

3) A ¥on-Approved Indebtedness is an indebtedness the interest
o which shall not be allowable as a deduction from profits
before the calculation of income tax. An indebtedness shall
be deemed to be a non-approved indebtedness if it:

a) 1is incurred by the CONCESSIONAIRE to a public bank or
other public financial institution acceptable to the
GOVERNMENT but has not be approved by GOVERNMENT as an
Approved Indebtedness or;

b) 1is incurred by the CONCESSIONAIRE to an organigation or
person or persons other than a public bank or public
financial institution acceptable to the GOVERNMENT not-
withstanding that:

¢) 1) the CONCESSIONAIRE is required by the GOVERNMENT
to indentify clearly the sources of any money
loaned to the CONCESSIONAIRE or otherwise trans-
ferred or made available to him by such organiszations
or person or persons and to obtain the written
authorization of GOVERNMENT for such loan or transfer
before completing the transaction involved.

il
i
'




ARTICLE VIT EMPLOYMENT CONDITIONS

.

1. Health and Safety of Employees

1)

2)

J)

4)

The CONCESSIONAIRE shall install and utilise such inter-

nationally recognized modern safety precautions as are
provided and observed also where under conditions and
operations comparable to those undertaken by the CONCESSION-

AIRE under this Agreement.

The CONCESSIONAIRE shall likewise observe internationally
recognized modern measures for the protection of the general
health and safety of its employees and all other persons
having legal access to the area covered by this Agreement.
The CONCESSIONAIRE shall comply with such instructions as
may from time to time be given in writing by the Bureau of

Forest Conservation.

The CONCESSIONAIRE shall furnish such free medical care and
attention to all its employees and to all Government
officials working in connection with the operations of the
CONCESSIONAIRE in the area covered by this Agreement as is
toalonablo and shall establish, staff and maintain a dis-
pensary which shall be reasonably adequate in the circum-

stances. Provided, however, that whenever the CONCESSIONAIRE

employs more than one hundred fifty (1%0) labourers in any
one region it shall maintain a hospital headed by a medical

doctor.

The Workmen's Compensation Law of the Republic of Liberis
shsll apply to accidents occurring to employees of the
CONCESSIONAIRE.
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The CONCESSIONAIRE shall provide free of charge primary and
secondary schonl facilities and education for the children

of all emplyees and of all Government officials working in

connection with the CMICESSIONAIRE's operations in the (on-

cession Arei; rules, requlations and standards established

by the Ministry of Education shall be followed.

}. Personnel: ''se of Loc.al Labour: Applicability of Labour Law

1)

2)

3)

4)

The CON'ESSINNAIRE shall not import unskilled labour for
carrying nu* any opera_ions or activities under this
Agreement excep* in the event that the local labour suppty
becomes inadequate to the CONCESSIONAIRE's needs. In such
latter event, the CONCESSIONAIRE shall undertake to import
only such foreign unskilled labour as shall be acceptable
to the Ministry of Labour and Youth.

Subject to the foregoing restrictions and to any applications
of the Liberian Immigration Law, all persons deemed by the
CONCESSIONATRE to be required for the prosecution of its
operatinns and activities under this Agreement shall have
right to enter and reside in the Republic of Liberia and to
depart therefrom.

In selecting any employees to carry out its operations
under this Agreement the CONCESSIONAIRE shall give pre-
ference to competent and qualified Liberian citizens.

No officer or employee of the CONCESSIONAIRE who ie not a
native of Liberia (even though he may for the time being
be a resident of Liberia) shall be subject to the payment
of any direct tax not levied or imposed upon permanent

residents of Liberia. Subject to the foregoing, the payment




5)

of income tax to the GOVERNMENT by any such offices or
employee of the CONCESSIONAIRE shall be governed by the
income tax laws of Liberia in force in the taxable year

and to the provisions of any treaty Or agreement in respect
of double taxation as may be conculded between GOVERNMENT
and the Government of any country of which such officer or

employee is subject or citizen.

The CONCESSIONAIRE shall conform with the provisions of
the Labour Law in effect during the term of this Agreement
or of any extension or renewal thereof.

4, Training of Liberian Citizens

1)

2)

The CONCESSIONAIRE shall provide for the training of
Liberian in order to qualify them for technical or admini-
strative posts in the CONCESSIONAIRE's operations and
activities in Liberia. The minimum number of Liberian
employed in technical and administrative positions shall,
within five (5) years of the commencement of operations
under this Agreement, reach at least seventy five percent
(754) of the total number of persons employed in such
positions and shall within ten (10) years from the date of
commencement of operations under this Agreement, reach at
least ninety-five pe-cent (95%) of the total number of
persons employed in such positions by the CONCESSIONAIRE
in Liberia

The CONCESSIONAIRE shall provide for the training of
Liberians in order to qualify them for supervisory and
senior managerial posts. The minimum number of such
Liberians employed in supervisory and managerial posts

shall reach ninety percent (%0%) within ten (10) years from
the date of commencement of operations under this Agreement.
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ARTICLE VIII OTHER OBLIGATIONS OF THE CONCESSIONAIRE

1. Disposal of Wastes; Avoidance of Pollution

The CONCESSIONAIRE shall provide for the proper disposition of
saw-dust, mill and other waste so as to avoid the pollution of

rivers, streams and other waterways and to prevent such wastes

#

from becoming a nuisance or injurious to persons and property.

.’2 2. Reforestation by CONCESSIONAIRE

1) The CONCESSIONAIRE shall carry out or cause to be carried
out such reforestation practices and measures as will en-
sure the perpetual use of the forest within the Concession
Area. Such reforestation practices shall be in accordance

with generally accepted silviculture methods and practices
and shall be in accordance with the rules and regulations

from time to time made by the Bureau of Forest Conservation.

2) The CONCESSIONAIRE shall make such technical studies and
research in co-operation with and as required by the Bureau
of Porest Conservation and will contribute as required to
the development of optimum technical standards of refore-
station practices. '

3. Prevention of Damage to Concession Area

The CONCESSIONAIRE shall use all reasonable efforts to prevent
encroachment by unauthorized persons into the Concession Area and
to prevent damage to trees and other forest products except trees
and other forest products which the CONCESSIONAIRE may fell or
extract under the terms of this Agreement.




4. GOVERNMENT's and Third Parties' Rights to use CONCESSIONAIRE's
Facilities ° : .

1)

The CONCESSIONAIRE shall:

a)

b)

c)

d)

o)

transport the passengers and carry the freight of the

" GOVERNMENT and all mail of the public and GOVERNMENT on

its railroads to the extent that such transport and
carriage does not unduly prejudice not interfere with
the CONCESSIONATRE's operations hereunder;

transport the pa--enqeré and carry the freight of

third parties on its railroads to the extent that such
transport and carriage does not unduly prejudice nor
interfere with the CONCESSIONAIRE's operations here-
under. Provided, however, that the trensportation

and carriage of such third party passengers and freight
shall be on such reasonable terms and at such reason-
able charges as the CONCESSIONAIRE may impose;

allow the public and GOVERNMENT to use free of charge
any roads constructed and/or maintained by the CONCE-
SSIONAIRE, provided, however, that such use shall not
unduly prejudice nor interfere with the CONCESSIONAIRE's

operations hereunder;

allow the public and the GOVERNMENT to use the CONCE-
SSIONAIRE's wharf and harbour facilities on such
reasonable terms and reasonable charges as the CONCE-
SSIONAIRE shall impose. provided, however, that such
use shall not unduly prejudice the CONCESSIONAIRE's
operations hereunder.

allow the GOVERNMENT and third parties to have access
over the Concession Area provided that such access
does not amount to encroachment as provided for in
Section ) hereof and does not unduly prejudice nor
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interfere with the CONCESSIONAIRE's operations here-
under;

£f) allow the GOVERNMENT to place, free of charge at its
own expense, telegraph and/or telephone wires on the
poles of the lines of the CONCESSIONAIRE, provided
that such installation do not unduly interfere with
the CONCESSIONAIRE's efficient use of such poles and
lines;

g) allow the GOVERNMENT and third parties to explore for
and exploit minerals and other substances within the
Concession Area, as provided for in Section 2 Article
1 hereof.

1)

2)

The CONCESSIONAIRE shall carvy on all its operations and
activities under this Agreement in accordance with good
timbering practices and in accordance with modern and
accepted scientific technical principles applicable to
timber and forestry operations and processing. All opera-
tions and activities under this Agreement shall be conducted
80 as to avoid waste and loss of natural resources, to
protect natural resources against damage and to prevent
pollution and contamination of the environment. Product-
ion shall not be restricted to the exploitation of parti-
cular species of trees except to the extend explicitly
provided in this Agreem.nt.

The CONCESSIONAIRE shall take all necessary measures to
preveat or control fires and shall notify immediately the
proper governmental authorities of any fires that may occwr.




l)

The CONCESSIONAIRE shall take the necessary measure to
prevent damage to the rights and property of GOVERNMENT

and third parties. In the event of negligence or careless-
ness on the part of the CONCESSIONAIRE or its agents or of
any contractor carrying on operations or activities for

the CONCESSIONAIRE under this Agreement, they shall be
liable for such injuries in accordance with the laws of

the Republic of Liberia generally applicable.

6. Shipping Preference

In engaging any ship for the transportation of logs, timber or
processed products under this Agreement, the CONCESSIONAIRE shall
give preference to ships in the following order:

(1) ships owned by the Liberian Government ;

(1i) ships owned by citizens of Liberia;

(111) ships owned by shipping companies owned by Liberian

citizens;

(iv) ships registered in Liberia.

provided, however, that such preference shall be given only 1if

the rates of such are competitive with prevailing market rates.
For the purpose of this Section, the term "ship" shall include

any vessel suitable for the shipping of logs, timber or processed

products under this Agreement.

Savings of Rights of GOVERNMENT and others

1)

Nothing in this Agreement shall be deemed to limit the
right of GOVERNMENT or of authorized parties to explore for
and exploit minerals or other substances in the Concession
Area or generally to limit the rights of GOVERNMENT or any
other authority of person in the Concession Area except

as expressly provided herein. Provided, however, that
CONCESSIONAIRE's operations and activities under this
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Agreement shall not be unduly interfered with nor itse
rights prejudiced.

The GOVERNMENT reserves the right to take from the Conce-
ssion Area such timber and forest products as may be
required for public purposes and issue casual felling
permits to natives to take forest product for their own
use or for use in connection with any native art or craft.




ARTICLE IX LAWS AND PENALTIES

1.

Governing Law

This Agreement shall be governed, construed and interpreted
only in accordance with the laws of the Republic of Liberia.

Laws of General Application

Unless specifically provided herein to the contrary, the

CONCESSIONAIRE, its shareholders and employees and all persons

dealing with any of them shall be subject to all Liberian

Laws of general application. No person shall be deemed or 1is
intended to be a third party beneficiary under this Agreement
unless specific provision to that effect is contained herein.

Compliance with Porestry Law. Penalties for Offences

1) The CONCESSIONMAIRE shall comply with the provisions of the

general Forestry Law (Liberia Code of Laws of 1936, Title
24, Chapter I and 1I) as they are from time to time in
effect.

2) The CONCESSIONAIRE shall be subject to pemnalties iof
of fences against Title 24 of the Liberian Code of Lawe
195¢ as provided in said Law.

for [ 4

Unless otherwise specifically provided and notwithetanding
the COVERNMENT's right of revocation under Section 3 Article
X hereof, the penalty for any breach of this Agreement shall
be damages which shall be fixed by agreement or if agreement
cannot be reached, then damages or specific performance as
fixed by the arbitral tribunal.
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The CONCESSIONAIRE shall not, directly or indirectly engage
ine

a) any transaction with respect to timber products produced
wvith any State which the GOVERNMENT has by law or by
offieial pronocuncement declared to be hostile or un-
friendly or

b) any transaction prohibited by law,

Indemnification

The CONCESSIONAIRE shall at all times indemnify and hold the
COVERMIMENT and its officers and agents harmless from all
clainme and liabilities for death or injury to persons or
damage to property from any cause whatsoever arising out of
the CONCESSIONAIRE's operations or activities hereunder or as
a result of the CONCESSIONAIRE's failure to comply with any
law or regulation.




ARTICLE X FORCE MAJEURE; CONCILIATION AND ARBITRATION;
GOVERNMENT'S POWER OF REVOCATION FOR CAUSE;
TERMINARION

1. Force Majeure

1)

2)

3)

4)

S)

Failure on the part of the CONCESSIONAIRE or of the
GOVERNMENT to fulfill any or the terms and conditions of
this Agreement other than CONCESSIONAIRE'S obligations to
make payments of money, shall not give either party to this
Agreement any claim against the other party or be deemed to
be a breach of the Agreement insofar as such failure arises
Force Majeure,

1f, through Force Majeure, the fulfillment by the CONCES-
SIONAIRE of any terms and conditions on this Agreement be
delayed, the period of such delay shall be added to the
periods fixed by this Agreement.

The party failing to fulfill the terms and conditions of
this Agreement because of Force Majeure shall give notice
in writing of such Force Majeure as soon as possible after
the occurrence to the other party.

For the purposes of this Section, the term "Force Majeure”
shall be irterpreted according to the definition given the
term under international law. Provided, however, that only
such loss, damage or injury as could not have been avoided
by the taking of proper precautions, due care or such
reasonable alternative mcasures as aforesaid shall be
regarded as the consequences of any failure caused by Yorce
Majeure.

Any party who fails because of Porce Najeurs to perform
its obligations hereunder shall, upon the cessation of the

Yorce Majeure, take all reasonable steps vwithin its powers

. B B OB B R R E BB EREEREEEBEEBEBERE®REB




-17 -

to make good and resume, with the least possible delay,
compliance with those obligations.

2. Conciliation and Arbitration

1) 1If at any time during the continuance of this Agreement
or thereafter there shall be any question or dispute with
respect to the construction, meaning or affect of this
Agreement or arising out of this Agreement or concerning
the rights or obligations hereunder, the parties shall
have the right to require the dispute to be settled by
conciliation and arbitration as hereinafter provided.
Any of the parties to such dispute may commence conciliation
or arbitration proceedings by giving notice to the other
party and to chief justice.

2) The decision of the arbitrators shall be final and binding
upon the parties to this Agreement and upon any person who
participated as a party in such arbitration proceedings
and they shall comply in good faith with the decision.

= a3 s g e s

3) Notwithstanding anything else in this Agreement to the
contrary, any dispute concerning the proper application or
interpretation of Liberian laws of general application
(including without limitation any requlations, orders,
decrees or procedures pursuant to such laws) whether or
not such laws are expressly made applicable by the provi-
sions of this Agreement shall in no event be subject to
arbitration. Such disputes shall be resolved solely in
accordance with the administrative and judicial procedures
provided by Liberian Law.

3. Covermment Power of Revocation for Cause) Procedure for

Tepmination

1) In the event that:
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a) the CONCESSIONAIRE fails to commence operations as
required in Sub-Section (1) of Section 8 Article I
hereof or fails to meet its expenditure obligations
within the period specified in Sub-Section (2) of
Section 8, Article I hereof, or;

b} no commercial shipment of logs, timber or timber pro-
ducts is made within one and one half (1)) years of
the effective date of this Agreement, or;

¢) Any rent, stumpage fee Or income tax payable by the
CONCESSIONAIRE under this Agreement shall be in arrsars
or unpaid for a period of six (6) calendar months orj

d) the CONCESSIONAIRE assigns to a third party the whole
or part of the rights held by it under this Agreement
without the previous consent of the GOVERNMINT as
provided in Section 6 of Article 1 hereof , or;

@) the CONCESSIONAIRE has knowingly submitted to GOVEM -
MENT any false statements which were a material con-
sideration for the execution of this Agreement, or)

f) the CONCESSIONAIRE fails to comply with any final
decision of the arbitral tribunal in a coatroversy
arising between GOVERNMENT and the CONCESSIONAIRE:

g) the CONCESSIONAIRE intentionally extracts any natural
resource other than timber and other forest products
without express authorisation by the GOVENNENT, or:

A) There is any other breach or non-observance by the
CONCESSIONAIRE of any of the terms, obligations or
conditions of this Agreement, or any law of Liberia
not superseded by this Mreement, ori

1) The CONCESSIONAIRE makea Or enters into any sgreemsat
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for camposition with its creditors or goes into
liquidation whether compulsory or voluntary (other
than for the purpose of reconstruction) or if a
receiver is appointed:
then the GOVERNMENT may, subject to the provisions of this
Section, revoke this Agreement.

2) a) In the event that GOVERNMENT deems it desirabls to
revoke this Agreement pursuant to Sub-Section (1) above
for any breach of non-observance by the CONCESSIONAIRE
of any term, obligation or condition of this Agreement,
the COVERNMENT shall give to the CONCESSIONAIRE notice
in writing specifying the particular brsach or non-
observance complained of and requiring the CONCESSIONAIRE
within three (3) calendar months of such notice (or
within such extended time as may seem fair to the
Minister of Agriculture having regard to the circumstances
of the particular case) to remedy the same Or make
reasonable compensation to the GOVERNMENT in a manner
ac°ccptab1¢ to the Minister of Agriculture.

B) If the CONCESSIONAIRE shall fail to comply with said
aotice the Minister of Agriculture may, after the
enpiration of said three (3) calendar months or extended

time, revoke this Agreement provided, however, that

It &
1) the CONCESSIONAIRE disputes whether there has been

any failure to comply with any term, obligation or
ocondition hereof , and

14) such dispute is arbitrable under Section 2 of
Article X hereof, and

111) the CONCESSIONAIRE has within the period of three
(3) months or extended time referred the dispute to
arbitration and has thereafter diligently prosecuted
its claim thereunder,

-' "
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then the COVERNMENT shall not terminate this Agreement
except as the same be consistent with the terms of the

arbitration award.

3) Upon termination of this Agreement by the GOVERNMENT,
every right of the CONCESSIONAIRE hereunder shall cease
(save as specifically otherwise provided hereunder) but
subject nevertheless and without prejudice to any obli-
gation on liability imposed or incurred under this
Agreement prior to the effective date of termination and
to such rights as GOVERNMENT may have under law.

Non-Waiver

The failure of either party at any time to require performance
by the other party of any provisions hereunder shall in no way
affect the party's rights to enforce any of the other provisions
of this Agreement; nor shall the waiver by either party of the
breach of any provisions hereof be taken or held to a waiver of
any subsequent breach of such provision or as a waiver of the
provision itself.

Approval and Consents to bs Reas le

Any approvals and consents required under the terme of this
Agreement (whether or not expressed to be at the discretion

of any individual or govermmental authority) shall nmot be
unreasonably withheld nor granted subject to oconditions which
are unduly onerous or discriminatory against the CONCESSIONAIRE .

Removal of Pr rty at Termin

1) Upon the expiration or earlier terminatiea of this Agree-
ment or any part thereof and of any extensions or removals




2)

3)
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thereof, the CONCESSIONAIRE shall leave in good and safe
rumnnaing order, all fixed assets such as buildings, roads,
railroads, airstrips, harbours and docks constructed by
the CONCESSIONAIRE under this Agreement and the same shall
revert to GOVERNMENT.

All plants and equipment and moveable assets necessary to
the continued opera on under this Agreement shall be
offered by the CONCESSIONAIRE for sale to the GOVERNMENT
at the book values shown in the CONCESSIONAIRE'S accounts,
after depreciation. In the event that GOVERNMENT fails to
exercise such right of purchase within ninety (90) days of
the termination of the Concession, the CONCESSIONAIRE may
removes all such plants and equipment and moveable assets.

Subject to any claims which the GOVERNMENT may have against
the CONCESSIONAIRE, arising under this Agreement or other-
wise, all normal stockpiles and other liquid assets used
by the CONCESSIONAIRE in connection with its operations
and activities under this Agreement shall remain the pro-
perty of the CONCESSIONAIRE and may be freely withdrawn,
exported, sold or otherwise disposed of , subject to the
controlling Liberian Revenues and Finance lLaw, provided,
however, that the GOVERNMENT shall have the right of first
refusal to purchase at a fair price to be determined
between the parties any such stockpiles or other liquid
assets. In the event that GOVERNMENT fails to exercise
such right of purchase within ninety (90) days after the
temmination of the Concession, the CONCESSIONAIRE may
remove such a stockpile and other liquid assets.
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IN WITNEZSS WNEREOF, the parties
hereto have hereunto set their
hands affixed their signatures
on the day and year first above

written.

FOR THE GOVERNMENT OF THE

IN TME PRESIENCE O}:
REPUBLIC OF LIBERIA:

MINISTER OF AGRICULTURE

CHAIRMAN, CONCESSION COMMISSION

POR THE CONCESSIONAIRE:

Approved by the President of Liberia:

197__

(Date of Approval)

Ratified by the Legislature:
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