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REPUBLIC OF LIBERIA Name and Address of Contract Holder
FORESTRY DEVELOPMENT
AUTHORITY Tarpeh Timber Corporation
Puku Villa, Robertsfield Highway
TIMBER SALE CONTRACT Adjacent Camp Falconer, Baptist Youth

Camp - Paynesville, Liberia

Region / Sector: | County: District: { Contract Number:
8 #3 | Grand Bassa 7 District #1 | TSC - 0001
Forest Name: TSC A-2 Contract Signing Date:| Termination Date:
June 27,2008 June 26, 2011

This contract is entered into at the City of Monrovia, County of Montserrado, Republic of
Liberia, under the General Business Law, Title 14 of the Liberia Code of Law Revised, by and
between the Government of the Republic of Liberia, acting through the Forestry
Development Authority, hereinafter referred to as the AUTHORITY, and Tarpeh Timber
Corporation a company duly organized, existing, and doing business under the Laws of the
Republic of Liberia, hereinafter referred to as the CONTRACT HOLDER, or HOLDER.

WHEREAS, (1) Section 5.4 of the National Forestry Reform Law of 2006 authorizes the
AUTHORITY to grant licenses to harvest timber through Timber Sale Contracts; (2)
HOLDER wants to purchase, cut, and remove timber; (3) the AUTHORITY, having advertised
a sale at which HOLDER was the successful bidder, wants to issue HOLDER a license to
harvest the advertised sale; and (4) HOLDER and the AUTHORITY are willing to be bound
by the terms set out in this contract;

Now, THEREFORE, the AUTHORITY and HOLDER execute this contract and indicate
their acceptance of the terms of this contract.

This contract consists of two Parts: A — Specific Provisions, and B — Standard Provisions,
together with contract area maps, plans, specifications, and other attachments specificed in the
text of Parts A and B.
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PART A - SPECIFIC PROVISIONS

Al — Location and Area
Applicable to B2.1.

The CONTRACT AREA of 5,000 hectares, more or less, has the following metes and
Bounds description:

Tarpeh Timber Corporation Area A-2 lies within Latitudes 6°15’36” - 6°20°24” North of the
equator and Longitudes 10°3°36” - 10°9°36” West of the Greenwich meridian and it is located in
Grand Bassa County-Liberia.

Starting from the town of Goewein, (6°16°40.11”N - 10°04’35.05”W) thence a line runs N 84° W
for 1,277 meters to the point of COMMENCEMENT. (6°16°44.12”N - 10°05715.99”W) thence a
line runs S 52° W for 4,815 meters to a point (6°15°08.21”N - 10°07°20.91”W) thence a line runs
N 76° W for 4,346 meters to a point (6°15°43.35”N - 10°09°38.22”W) thence a line runs N 37° E
for 11,526 meters to a point (6°20°41.30”N - 10°05°50.03”W) thence a line runs S 68° E for
4,889 meters to a point (6°19°42.46”N - 10°03°23.15”W) thence a line runs S 44° W for 4,811
meters to a point (6°16°44 127N - 10°05°15.99”W) thence a line runs S 5° W for 1,965 meters to
the point of COMMENCEMENT (6°16°44.12"N - 10°05°15.99”W).

Embracing 5,000 hectares of forest land and no more.




A2 — Area Map

A map of the CONTRACT AREA is attached. (If there is a discrepancy between the map
and the written metes and bounds description, see B8 31.)

Liberia's Forestry Development Authority
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Prepared by the Geographic Information Systems & Remote Sensing Laboratory of FDA

A3 — Performance Bonds
Applicable to B3.2 and B7.34.

The required Initial Performance Bond amount in United States dollars is $ 25,000.00

A4 —Land Rental Bid
Applicable to B7.11.

The Land Rental Bid in United States Dollars is $ 5.00 per hectare per year.
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AS. Evidence of Access to Capital and Equipment

Within 90 days of the signing of this contract, CONTRACT HOLDER will supply to the
AUTHORITY:

A) Evidence of access to at least US$250,000 in funds available for use in executing
this contract during the first six months of the contract life;

B) Evidence that the provider of funds has sufficient capital to meet its obligations to
the CONTRACT HOLDER

Failure of the CONTRACT HOLDER to meet these requirements in a form acceptable to
the AUTHORITY will represent an event of default.

[End of Page 6A]

Page 6A

M



PART B - STANDARD PROVISIONS

This Part is organized into Articles, Sections, and Subsections. These are numbered in
accordance with the following scheme: Article B1.0, Section B1.1, and Subsection BI1.11.
References to an Article include all Sections and Subsections within that Article and references
to a Section include all Subsections within that Section. Cross-references within this contract cite
the reference number of the applicable Article, Section, and Subsection. Descriptive headings
used are not to be considered in determining the rights and obligations of the parties.

The Standard Provisions in this Part are subject to Specific Provisions of the contract stated
in Part A. When appropriate, Specific Provisions established in Part A are cited by reference
number.

B1.0 - INTERPRETATION AND DEFINITIONS

Unless specifically required by law, stated in this contract, or later agreed in writing:

(i) All written plans, certificates, approvals, communications, and notices required under
this contract must be in English.

(i1) All monetary amounts in the contract are stated in United States dollars. All
MONETARY OBLIGATIONS are payable in United States dollars, unless the law or
a subsequent agreement states otherwise.

(iii)All references to statutes, regulations, and codes of practice incorporate the material
as it may be from time to time amended. If the material is repealed, the reference is to
the material that replaces the repealed material, as determined by the
CONTRACTING OFFICER.

(iv) There are no oral provisions to this contract; the whole agreement is in writing. At the
time of signing, this document reflects the whole agreement.

(v) Future modifications or additions to this contract must be in writing.

(vi) This contract does not create any sort of agency, partnership, joint venture, or other
business entity.

(vii)  Time is of the essence. That means that if this contract goes before a court, the
court should honor the time limits and deadlines in this contract as firm unless the
parties agree to waive them.

(viii) If a court ever holds that some part of this contract is somehow invalid, the parties
want the court to strike only the offending provision and not the entire contract.

(ix)Each party wants to keep a legally valid “original” of the signed contract. Therefore,
the parties are signing two identical documents containing the contract. If a court is
ever asked to admit the text of the contract into evidence, the parties ask the court to
consider either document to be acceptable proof of the contract.

Except for the following terms, which are capitalized in this contract and defined below,
terms in this contract have their common contextual definition. In case of dispute,
CONTRACTING OFFICER may interpret term in accordance with accepted terminologies of
the forestry profession.

ANNUAL HARVESTING CERTIFICATE means a certificate issued by AUTHORITY in
accordance with Subsection B6.12.

ANNUAL OPERATIONAL PLAN means the plan required under Subsection B6.11.

AUTHORITY means the Forestry Development Authority (FDA).
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AWARD NOTICE DATE means the date that the tentative contract award notice is given to
the winning bidder.

BOARD OF DIRECTORS means the Board of Directors of the AUTHORITY.

BREAST HEIGHT means a point 1.36 meters above the average ground level or, if there is
a buttress, 30 centimeters above the convergence of the buttress.

CHAIN OF CUSTODY means the path of custodianship followed by logs, timber and wood
products through harvesting, transportation, interim storage, processing distribution and export,
from source of origin to end use. Chain of Custody encompasses changes of state — for example,
changes resulting from cutting, processing, splitting, or sorting.

CHAIN OF CUSTODY SYSTEM means the set of procedures and mechanisms used to track
and monitor CHAIN OF CUSTODY.

CLAIM means a written demand by one of the parties seeking the payment of money,
adjustment or interpretation of contract terms, or other relief, under or relating to this contract.

CONTRACT ARFA means the area described in Article Al.

CONTRACT SIGNING DATE means the date that this contract is signed by the Managing
Director of the AUTHORITY.

CONTRACTING OFFICER means an AUTHORITY officer to whom the AUTHORITY
has delegated the power and duty to administer this contract, including inspection and
enforcement of the contract, under Subsection B5.2.

CONTRACT HOLDER or HOLDER means the PERSON entering into this contract with
the AUTHORITY and receiving a license to harvest timber under this contract.

CONTROL means the power to exercise, directly or indirectly, a controlling influence over
the management, policies, or activities of an individual or business concern, whether through
ownership of voting securities, through one or more intermediary individuals or business
concerns, or otherwise. In all events CONTROL shall be deemed to include ownership, directly
or indirectly, of an aggregate of 10 percent or more of either the voting power or the equity
interests.

FEE means any forestry fee that a HOLDER must pay under the terms of this contract or
under any law of the Republic of Liberia, concerning forest fees, and other applicable
regulations

FELLING EFFECTIVE DATE means the date on which the AUTHORITY certifies that
the HOLDER has completed all PRE-FELLING OPERATIONS.

FOREST PRODUCT means any material derived from FOREST RESOURCES, including,
but not limited to flora, fauna, and micro-organisms that may be exploited for social, economic,
or other benefits.

FOREST RESOURCES means anything of practical, commercial, social, religious,
spiritual, recreational, educational, scientific, subsistence, or other potential use to humans that
exists in the forest environment, not limited to flora, fauna, or micro-organisms.

GOVERNMENT means the government of the Republic of Liberia and includes all
branches, subdivisions, instrumentalities, authorities, and agencies.

HARVESTING BLOCK means an area for timber harvest identified in an ANNUAL
OPERATIONAL PLAN under Subsection B6.11.

INFRASTRUCTURE means non-movable assets of the following types:

(1) Transportation and communication facilities, including roads, bridges, garages, and
radio, telephone, and telegraph facilities;
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(i1) Electrical power, water, and sewage facilities, including water supply systems and
water drains for disposal of plant wastes and sewage;

(ii1) Miscellaneous facilities built in connection with the operation of the foregoing,
including offices, machine shops, repair shops, and warehouses.

LOG means a portion of a tree, with or without side limbs and bark removed, otherwise
substantially intact and intended for further processing.

MAJOR DEFECT includes heart shake, ring shake, heart decay, holes, shatters, dry rot,
parasitic damage, and similar characteristics reducing the commercial value of a LOG.

MERCHANTABLE LOG means a LOG at least 4 meters long coming from a tree not less
than 40 centimeters in diameter, provided that:

(1) If a tree was not bucked to assure as much volume as possible, merchantable contents
are assessed as if it had been properly bucked.

(11) The LOG is not merchantable if one-third or more of its volume is subject to MAJOR
DEFECTS.

(iii) The LOG is not merchantable if the volume of its sapwood exceeds one-third of its
total volume, unless it can be sold, processed, or otherwise utilized commercially together
with its sapwood.

(iv) The LOG is not merchantable if the diameter of any branch knot, decayed knot, hole,
or decayed butt or the sum of the diameters of such defects exceeds the gross diameter of
the LOG inside bark at its small end.

In applying this definition, use the standards for determining volume and grading referenced in
AUTHORITY Regulation 108-07 on Chain of Custody, Sections 26 and 27.

MERCHANTABLE TREE means a tree that is at least 40 centimeters in diameter at
BREAST HEIGHT that can produce at least one MERCHANTABLE LOG and is identified and
marked for felling in the ANNUAL OPERATIONAL PLAN.

MONETARY OBLIGATIONS means all amounts the HOLDER owes under this contract,
including FEES, habilities, and amounts owed under Social Agreements.

PERSON means any individual, partnership, joint venture, association, corporation, trust,
estate, unincorporated entity, community, government or state, and any branch, division, political
subdivision, instrumentality, authority, or agency.

PLANT AND EQUIPMFENT means the following assets, other than INFRASTRUCTURE,
necessary or desirable for operations hereunder:

(1) Felling and extraction equipment;

(i1) Facilities and equipment to saw, cut, and otherwise process TIMBER;

(ii1) Facilities and equipment used in connection with the operation of the foregoing,
including offices, machine shops, repair shops, and warehouses;

(iv) Facilities and equipment for the maintenance of personnel, including dwelling,
stores, mess halls, and recreation facilities; and

(v) Moveable equipment, including motor vehicles, necessary or desirable with the
PLANT AND EQUIPMENT or INFRASTRUCTURE.

PRE-FELLING OPERATIONS means the “Major Pre-Felling Operations” that apply to
Timber Sale Contracts under AUTHORITY Regulation 105-07, on Major Pre-Felling
Operations.

TIMBER means sawn wood or LOGS.

WORK means actions associated with the construction, reconstruction, demolition, repair,
or renovation of a building or structure or surface and includes site preparation, excavation,




assembling, installation of plant, fixing the equipment, and laying out of materials, and any
action previously stated pertaining to logging or preparation of logging activities.

B2.0 - GRANT

B2.1 - Contract Area
The CONTRACT AREA for this contract is set out in Specific Provision Al as depicted on
the metes and bounds and the attached CONTRACT AREA map(s). The AUTHORITY grants
HOLDER the license to harvest TIMBER within the confines of the CONTRACT AREA. This
license is exclusive, but it is subject to the reservations in Subsection B2.11. Access to FOREST
PRODUCTS other than TIMBER is not granted under this license unless a specific provision in
this contract allows for their harvest or use.

B2.11 — Reservations

The parties recognize that Chapters 11 and 12 of the Nanona] Forestry Reform Law of
2006 reserve rights for private landowners and the public, and HOLDER agrees to respect those
rights. In addition, the GOVERNMENT reserves the right:

(a) Of access, or to allow others to access, the CONTRACT AREA for the purpose of
exploring for or exploiting minerals or other substances or for any subsoil investigation or other
reasonable investigation, provided HOLDER’s operations and activities shall not be unduly
interfered with nor its rights prejudiced and that if damages result to HOLDER’s property as a
result of such exploration, investigation, or exploitation, the GOVERNMENT agrees to provide
fair and reasonable compensation to HOLDER for such damages.

(b) To take from the CONTRACT AREA such TIMBER and FOREST PRODUCTS as
may be required for public purposes or to allow others to access the CONTRACT AREA for
traditional and customary community uses of TIMBER and FOREST PRODUCTS, provided
HOLDER’s operations and activities shall not be unduly interfered with nor its rights prejudiced.

(¢) To enter the CONTRACT AREA to conduct reforestation or any other activity, as may
be required for public purposes, provided HOLDER’s operations and activities shall not be
unduly interfered with nor its rights prejudiced.

(d) To construct roads, highways, railways, and communication lines within the
CONTRACT AREA, provided the GOVERNMENT shall not unreasonably interfere with
HOLDER s operations and shall compensate HOLDER for all damage caused, including, but not
limited to, property damage and economic or other losses, including lost profits.

B2.2 — Termination Date

HOLDER’s right and license to harvest TIMBER ends after the termination date specified
on the first page of the contract, unless extended or shortened under a provision of this contract
or by operation of law.

This contract is not renewable. Limited extensions are possible under Sections B8.5 and
B8 6, regarding force majeure and interruptions. Beyond those, HOLDER shall discharge all its
obligations under this contract in a timely manner, excepting only those obligations for which
AUTHORITY has given written permission to delay performance. Absent an extension or
written permission to delay, HOLDER’s failure to honor time-related obligations is a breach of
the contract.
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B2.3 — Assignment or Transfer of Contract Rights

(a) HOLDER shall at all times maintain a majority interest in the contract and shall not
assign or transfer this contract or any part or interest in the contract, nor any rights, privileges,
liabilities, or obligations granted or imposed by this contract, without prior, written consent of the
AUTHORITY.

(b) AUTHORITY shall not consent to any assignment or transfer of this contract, except in
compliance with the requirements of AUTHORITY Regulation No. 104-07, Section 71,
concerning assignment of Timber Sale Contracts.

B3.0 — OBLIGATIONS OF CONTRACT HOLDER

B3.1 - Social Agreement

HOLDER shall complete the Social Agreement or Agreements called for under
AUTHORITY Regulation 105-07, complying with all requirements set out in that regulation.
After the AUTHORITY attests to a Social Agreement between the HOLDER and an affected
community, the Social Agreement becomes part of this contract and a breach of the Social
Agreement by HOLDER is a breach of this contract. If HOLDER is not in compliance with the
provisions regarding Social Agreements in Part III of AUTHORITY Regulation 105-07,
HOLDER may not fell trees.

B3.2 — Performance Bonds

(a) Before the deadline set in Section 61(b) of AUTHORITY Regulation 104-07, HOLDER
shall deposit with the Ministry of Finance an initial Performance Bond, in the amount shown in
Specific Condition A3.

When the AUTHORITY approves an ANNUAL OPERATIONAL PLAN under Standard
Provision B6.11, the AUTHORITY shall inform the HOLDER of the amount required for the
annual Performance Bond. The AUTHORITY shall set the amount based on the formula in
AUTHORITY Regulation 104-07, Section 61(d). In using the formula, the AUTHORITY shall
include the Land Rental Bid payment in the estimated annual revenue, and shall base its estimate
of revenue from the Log Stumpage Fee on the harvest level described in the ANNUAL
OPERATIONAL PLAN.

Within 30 days after the AUTHORITY approves each ANNUAL OPERATIONAL PLAN,
the HOLDER shall deposit with the Ministry of Finance an annual Performance Bond in the
amount set in the preceding paragraph.

The HOLDER shall not fell trees under an ANNUAL OPERATIONAL PLAN before the
HOLDER has deposited the applicable Performance Bond.

(b) Each Performance Bond must be issued in favor of the GOVERNMENT, warranting
that HOLDER shall faithfully and promptly commence operations and comply with all contract
terms, pay MONETARY OBLIGATIONS, and obey applicable laws and regulations. HOLDER
shall post the bond in one of the forms allowed under AUTHORITY Regulation 104-07, Section
61(e).

The GOVERNMENT may draw upon the Performance Bond if the HOLDER is in arrears
on any amount owed the GOVERNMENT. In particular, should HOLDER fail to comply with
contract terms, pay MONETARY OBLIGATIONS, or obey applicable laws and regulations,
AUTHORITY may use the Performance Bond to make the GOVERNMENT whole, including to
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pay any amount owed to the GOVERNMENT, to replace lost revenues, and to. pay for
restoration of environmental damage.

Although the AUTHORITY assumes no liability for the HOLDER’s actions and does not
act as the HOLDER’s insurer or indemnifier, the Performance Bond must allow the
AUTHORITY, after any GOVERNMENT claims are satisfied, to draw upon the Performance
Bond when ordered by a court to assure payment of third-party claims against HOLDER for
compensation of employees, redress of injuries, or return of property, as provided under National
Forestry Reform Law of 2006, Section 5.1(e).

(c¢) If the Performance Bond is drawn upon or otherwise loses value, the HOLDER shall,
within 30 days, replace the Performance Bond or restore the Performance Bond to the required
value. If HOLDER fails to replace or restore the bond in time, HOLDER shall stop felling trees
until the bond is replaced or restored.

(d) The GOVERNMENT shall return the initial Performance Bond to the HOLDER
promptly after the HOLDER posts the first annual Performance Bond. The GOVERNMENT
shall return all but the final annual Performance Bonds to the HOLDER when the HOLDER has
satisfactorily completed all of the HOLDER’s contract obligations for actions covered in the
year’'s ANNUAL OPERATIONAL PLAN. The GOVERNMENT shall return the final annual
Performance Bond after the HOLDER’s has satisfactorily completed all the HOLDER’s
obligations under this contract. If the GOVERNMENT properly draws upon the bond to cover
the HOLDER’s MONETARY OBLIGATIONS, the GOVERNMENT does not need to return the
amount drawn out.

B3.3 — Responsible Employment and Management Practices

B3.31 —Safety
(a) HOLDER shall follow internationally recognized, modern safety precautions in all
activities, as are used elsewhere by others under comparable conditions. HOLDER shall comply
with safety instructions that the GOVERNMENT gives in writing.
(b) HOLDER shall employ temporary traffic controls only in compliance with
AUTHORITY Regulation No. 104-07, Section 73(b). The Holder shall not employ checkpoints
of any kind.

B3.32 — Health
HOLDER shall employ internationally recognized, modern measures for the protection of
general health and safety of its employees and all other PERSONS having legal access to the
CONTRACT AREA. HOLDER shall comply with public health instructions given in writing by
the GOVERNMENT.

B3.33 — Use of Local Labor
(a) HOLDER shall give preference to competent and qualified ECOWAS citizens in the
selection of employees to conduct its operations under this contract.
(b) HOLDER shall not import unskilled labor from outside the ECOWAS nations.
(c) HOLDER shall comply with all training and employment obligations required by law or
regulation.
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