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Establishing the partnership

U Attractiveness of oil palm investment:
V Research trials positive
V Important and growing domestic/regional markets
V Land efficient 10x oil/land area vs. oilseeds

U 199771 Agreement IFAD/GoU: IFAD Loan approved

Tender for identification of private sector investor:

V Business model: CPO mill + 1,000 ha nucleus + 3,500 ha s.holders

V First ranked bidder: negotiations inconclusive

V 200071 second ranked bidder (Bidco), different business model.
Refinery + CPO mills + plan for 40,000 ha (65-35% nucleus/s.hold.)

V 20031 Agreement GoU/Bidco

U 2006 - Tripartite agreement GoU/OPUL/KOPGT for first
phase (10,000 ha in Kalangala) O
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The business model

Kalangala Oil Palm

Bidco légarlc)ja L Growers Association GofvSrnmgnt , Loan IFAD
(KOPGA) of Uganda // USD15M
\ |— Taxes \\ // /l\F' ol
90% USD 12 M/year Inancia
shar(:e Board members support
N \ i A
( Oil Palm Uganda Ltd \ ) Technical
Kalangala Oil Palm Growers Trust Support
(OPUL) KOPGT
V  Nucleus estate <— 10% — ( )
(6,500 ha) share V  Developm Ioan_s fo_r smalIho!Qers
vV Mill for CPO (land prep, agric. inputs ) i 4,700 ha
V  TAto KOPGT nari ) \Y Extension/teghnical adv'isory serv?ces
(USD 50M investment) — Agric. V Ff bligction and delivery to mill
\ J Inputs VvV  Payment of revenue to smallholder s
(discounting loan repayments)
V  Fertilizers for commercial farmers
x 30 staff
- Saleof ffbs x Outstandingloans &USD 14 M
(price formula based on x 4 lorries ; 2 cars; 8 m.cycles
international price) —_— x  Annual operating costs a U S D 00K
e 7300t0ns Jan -Aug 2013 x  Revenue:30%interests  +some T
Oil r efinery E Val uBSDi M s,erV|ces o _ | nfrastructure
(USD70M | 1?7 6 Pot e n finariblly sustainable ? ! i (roads, water transport)
i investment) ; UsSD 10 M
SRR | r /|\ ..............................................
Inputs, loans, services Fresh fruits
\/ ]
Oil palm growers &
V 1,610 ( 36% women); 450 already harvesting J L
V  USD 930/ha net profit (67 %) after repayment overty J




Risk/incentive framework

Incentives

Smallholders :

< Inputs (seedlings, fertilizers)

< Know-how, extension services
< Markets (more stable prices)
< Investment credit

Private investor:
< Labour (smallholders)
< Public goods (infrastructure)

? Land (availability and tenure
Issues)

Risks

Smallholders:

< Production risk (mitigated by
credit)

< International price fluctuations

? Sustainability of service delivery
(KOPGT)

? Land tenure security
Private investor:

< Market
< Financial risk of OPUL
? Reliable supply quality/quantity
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Far mer s 1 nclusi venes

Ownership Voice

< Land (tenure issues) < Transparent price formula

< 10% OPUL shares < Bargaining power with OPUL

? KOPGT (3/8 Board ? Grading of palm fruits
members) ? Active role at OPUL Board

? KOPGT/KOPGA governance
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Way forward - lessons learnt and challenges

U Scepticism about private sector: exploitative,
environmental issues, land grabbing, etc.

U Land 1 increasing value of land makes tenure
ISsues Iincreasingly important

UFar merso ndependechucdapcetoy ndr
assume risks/costs of commercial partnership

U Governance structure of KOPGT T role and
capacity of KOPGA/farmers

U Attitude of private sector T willing to work with
smallholders
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Impact i household level
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Impact 1 local economy
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Impact i Infrastructure
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Impact i private sector investment
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