SUMMARY OF THE MAIN CHANGES BROUGHT ABOUT BY THE GOVERNMENT OF LIBERIA’S NEGOTIATIONS WITH THE LIBERIA FOREST PRODUCT INC.

Background on the LFPI Agreement:
This negotiation originated from an Agreement executed on October 21, 2005 by the Liberian Forest Product Inc. and the erstwhile National Transition Government of Liberia.  This Agreement granted LFPI the authority to manage, operate, administer, control rehabilitate and expand the plantations the Butaw, Decoris and Fendall Oil Palm Plantations. We recommended, in 2006, the cancellation of this agreement by the Public Procurement and Concession Commission (PPCC) because of gross irregularities in its formation, and non-compliance with the prevailing law at the time of its execution. The PPCC elected to have the contract renegotiated because of its potential for employment and other economic factors.  A key result from the original contract is that the Decoris and Fendall Oil Plantations have been dropped from the negotiations with the consequence that only the Butaw Oil Palm Plantation, located in Sinoe County, is being awarded to LFPI. 

	THE 2005 AGREEMENT


	THE 2007 AGREEMENT

	TERM OF THE AGREEMENT



	· Initially 20 years with optional periods of 20 years each provided that the Government is informed 12 months prior to the expiration of the original term
	· Rehabilitation term of seven (7) years due to Force Majeure and a regular term of 43 years commencing at the expiration of the Rehabilitation period.  
· The Agreement provides for an extended period provided the   terms and conditions are agreed upon five years before the expiration of the Regular term

	CONCESSION AREA



	· Decoris  -  28,000 acres with 11,000 acres planted

· Butaw    -  20,000 acres with   8,200  acres planted

· Fendall    -   1,000 acres with      700 acres planted

· Fifty (50) cents per acre of the planted 23,000 of planted land payable semi-annually in advance to be used for community development in the county where plantation is located. Additionally, LFPI to make yearly contributions as stipulated below:

a)
Year 1……………….Grace Period

b)
Year 2……………….USD 45,000.00

c)
Year 3……………….USD  60,000.00

d)
Year 4…….……….. USD  100,00.00 

e)
Years 5-10    .  ….….USD  140,000.00

Thereafter contribution payments increased by 5% every 5 years.
	· The Butaw Concession area. Additionally 40,000 acres of land to be identified and allocated of which 20,000 acres shall be used for LFPI’s expansion purpose and 20,000 acres or for the Outgrowers Program.  . 
· Land rental is $1.00 (USD) per developed acre and $0.50 (USD) per undeveloped acre during the rehabilitation period.
· During the regular period, $2.00 (USD) per developed acre and $1.00 (USD) for undeveloped acre.
· All surface rentals to be adjusted once every five years, as calculated by the “Liberian GDP Implicit Price Deflator” or such other index as the parties may agree but such adjustment not to exceed 20% for any 5 year period.  
· Re-survey of concession areas within 12 months at most to demarcate concession areas exclusive of private and tribal reserves.



	INITIAL INVESTMENT



	· Initial Investment USD 5M.
	USD 9 million over 4 years

	DEVELOPMENT OF CONCESSION AREA



	· No scheme presented for land utilization

· No request for Eminent Domain.

· No provision for a rolling five year development plan.
	· Replanting – Within one year after the Effective Date, at the rate of one thousand five hundred (1,500) acres per year during the Rehabilitation Term,

· At least 1,000 acres per year for the first ten (10) years of the regular term and 2,000 acres per year thereafter with the overall objective of planting the whole Concession Area

· No Government involvement in negotiations between concessionaire and private landowners.  Tribal reserves and sacred ground considered private land.

· Preparation for GOL review, a rolling five-year development plans. 

· Reconstruction of all associated key infrastructure including roads & bridges.

· Construction of large scale CPO mill with biomass co-power generation.

· Ongoing expansion and development of further Oil Palm areas, Production facilities and infrastructure in Sinoe and neighboring counties through reinvestment of earnings and additional investment including development of value add projects where economically feasible



	INCOME TAXATION



	· Subject to all taxes, fees, duties, excise and other imposed by Liberian laws at the time of the execution of the Agreement.
· No specific provision for loss carried forward that amount of income liability shall be reduced by any credit against or deductions from such liability to which it shall be entitled under the Agreement and under the prevailing tax laws and regulations of Liberia.
· No provision for turnover tax
· Exempted from taxes on dividends paid from income arising as a result of operations in Liberia

	· Taxed on its net taxable income in accordance with the Tax Law of general application provided the aggregate rate of tax applicable to its net taxable income shall not exceed 30 percent.

· Loss carried forward shall be extended for a period of 5 years starting from the first year in which LFPI has taxable income and

· Two percent (2%) turnover tax during the Rehabilitation period to be applied against future tax obligations and thereafter the law of general application shall apply
· Ten percent (10%) on dividend during the rehabilitation period and thereafter the law of general application shall apply.
· Ten percent (10%) of income payments to Non-resident Contractors and eight percent (8%) of payment for resident Contractors withheld during the rehabilitation period, thereafter the Law of General Application shall apply.

· Ten percent (10%) tax on any interest paid to non-resident persons and institutions during the rehabilitation period withheld thereafter the Law of General Application shall apply.


	DUTIES



	· Subject to all taxes, fees, duties, excises and other imposed by Liberian laws at the time of the execution of the Agreement
· Machinery, equipment, etc. exempted for a period of eight years and thereafter subject to Investment Incentive Code.

	· Pay taxes on petroleum according to the law of general application. 
·  Exempted from payment of such import duties as are generally applicable under Law in Liberia on items of agricultural, industrial machinery, products, capital spare parts, supplies and equipment, and raw materials used in Production and LFPI Activities only for the Rehabilitation period based on approved list of items attached to the Agreement and thereafter the law of general application shall apply.    No requirement to pay any duty on medical and educational products, supplies.
· No exemption from Custom User Fee.
· No exemption form ECOWAS trade levy

	CORPORATE GOVERNANCE



	· No Debt equity ratio; no arm length standard for, or other limitations on affiliate transactions.  Basically, no reporting requirement.

	· Debt equity ratio 3:1

· All activities conducted with affiliates at arm length

· Rights or interests can not be sold, transferred or otherwise assigned, mortgaged, pledged or otherwise encumbered, to any person, firm, group, or trust without the prior written consent by Government which shall not be unreasonably withheld.

· Except as provided in the Agreement, LFPI and its Associates shall be governed by the laws of Liberia as in effect from time to time with respect, but not limited, to the labor, environmental, health and safety, customs and tax matters, and shall conduct itself in a manner consistent with Liberia’s obligations under international treaties and agreements.  

· LFPI shall report to Government, in such form, in such detail and at such times as Government may reasonably require, with respect to the subjects specified in the Agreement.



	Social Benefits



	· The Agreement does not specifically provide for the employment of Liberians especially in managerial position.  Section 5.4 sates that the Manager shall at its own cost hire and employ all categories of workers, J.V. partner technical financial position, and contractors for such services, managerial, technical or otherwise, as shall form time to time, are necessary for operation of the Plantation.  Assuming the validity of the Agreement, employment must be in line with the Liberianization policy to include the secondment of Liberians to managerial position.

· No specific training provision

· Provides for the rental payment to the community but with disbursement power in the Manager.

· Capital Investment applied to the renovation of the medical and educational facilities, road networks within the plantations, bridge building and repairs as well as potable water projects within the Plantations and the free provision of services thereof. 

· No housing provision
	· Employment shall conform to Law.  Preference shall be given at all levels of financial, accounting, technical, administrative, supervisory, senior managerial and executive positions and other skilled positions to qualified Liberian citizens.  

· Liberian citizens shall hold at least 30% of the ten most senior positions within 5 years of the Effective Date, and 75% of such positions within 10 years of the Effective Date.  

· An estimated 6,000 persons shall be employed over a six-year period.

· Provision of adequate training for Liberians to satisfy its needs of skilled personnel in various functions 

· LFPI shall pay one percent (1%) of gross sale to community development fund after the Rehabilitation Period of seven years. 

· Elementary education starting now and through year one of the regular term. Based upon student population and needs and in consultation with the Ministry of Education, establish at least a Jr/Sr High School. 
· Provide US $25,000 per annum during the rehabilitation period US$50,000 per annum during the regular term for an adult literacy program within the concession area

· The agreements provide for the construction and maintenance of a modern clinic, safe-drinking water, latrines, and the implementation of occupational safety measures. 

· Rehabilitation of existing housing in the interim and the construction of housing facilities to meet Public Work specifications 

.

	Support for Liberian Farmers



	· No support provided

· No Outgrowers Program

· No monetary contribution to the Industry.
· No index for Purchase Price From Independent Farmers

· Transfer Pricing – No provision

· No monetary contribution to the Industry.
· No provision for added value

	· Collaborate with the MOA and existing Palm Oil research institutions to provide extension services to include proper farm management and the transfer of technology to Liberian farmers.

· LFPI shall support an Outgrowers Program on 20,000 acres of land at a cost recovery basis by purchasing of Fresh Fruit Bunches (FFB) to include technical assistance, the provision of equipment, fertilizer, processing capacity, the sharing of expertise, and the provision of palm oil seedlings of the most scientifically advanced type as planted by LFPI.  The terms of repayment to be negotiated. 
· Minimum purchase price from Liberian Farmers established to reflect international practices for pricing Outgrower’s production –i.e. an agreed percentage of export sales price for CPO as calculated for its affiliates dealing at arm length, multiplied b the weight of CPO contained in the FFB’s less the direct cost of transportation and applicable taxes and duties.
· The Outgrowers developed land shall be at least 20% of the newly production area of LFPI’s concession.  

· Contribution of half of one percent (50% of 1.0%) to oil palm development fund during the Gestation Period of seven years, and one percent (1%) thereafter.
· The purchase price formula to be based on international published indices.

· Transaction with affiliates shall be done at arms length
· Contribution of half of one percent (50% of 1.0%) of gross sale to oil palm development fund during the Rehabilitation Period of seven years, and one percent (1%) of gross sale thereafter.
· LFPI shall give preference to goods produced in Liberia and services provided by Liberians to satisfy its needs.  LFPI   shall have the non exclusive right to purchase without limit oil palm and oil palm products from Liberian Oil Palm farmers as per the agreed upon guidelines mutually acceptable to LFPI and GOL.   These prices are subject to review by GOL every 3 months.

· Liberian palm oil manufacturing facilities.  Within 10 years LFPI shall cooperate with GOL to explore the possibility of establishing manufacturing or processing facilities i.e. soap factory, biofuel plant etc. 

· Upon the request of Government, LFPI shall sell to Crude Palm Oil to independent added value manufacturers (up to 10 % of oil output).



	Environmental Protection

	· No provisions for protection of the environment.  Article 7 provides that LFPI shall be deemed to have discharge its responsibility for protecting existing forest areas from destruction by others and the concession areas under its control if it exercises ordinary care in posting notices within the concession areas and giving notices to either the appropriate district commissioner or native authorities concerning attempted or actual destruction or encroachment by other persons.
	· LFPI shall comply with the Environmental Protection and Management laws of Liberia and shall be in accordance with international standards.   

· After the execution of this Agreement and prior to the commencement of Operation, LFPI shall conduct a site specific Environmental and Social Impact Assessment Study as the basis of an environmental plan to be submitted and approved by the Environmental Protection Agency.

· LFPI shall conduct an annual environment audit pursuant to the Environmental Protection and Management laws of Liberia.
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