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A .  INTRODUCTION 

As maize r e p r e s e n t s  t h e  b a s i c  food s t a p l e  i n  Swaz i land,  t h e  
government has c o n s i s t e n t l y  promoted a c t i v i t i e s  t o  a t t a i n  and 
assure  s e l f - s u f f i c i e n c y  i n  t h i s  commodi ty .  

C o n s i d e r a b l e  p r o g r e s s  toward  t h i s  end has been ach ieved t h r o u g h  
t h e  c o n t r i b u t i o n s  o f  such agenc ies  as  t h e  N a t i o n a l  A g r i c u l t u r a l  
M a r k e t i n g  Board,  MOAC G r a i n  S t o r a g e  U n i t ,  MOAC M a r k e t i n g  A d v i s o r y  
U n i t ,  and C e n t r a l  C o o p e r a t i v e  Un ion .  

C e n t r a l  t o  t h e  s u p p l y  of maize m e a l i e ,  e s p e c i a l l y  i n  t h e  u r b a n  
areas ,  i s  t h e  p r o d u c t i v i t y  of t h e  m i l l i n g  i n d u s t r y .  Over r i d i n g  
i n  impor tance  i s  t h e  N a t i o n a l  Ma ize  C o r p o r a t i o n .  

Wh i l e  t h i s  i s  a  government e n t i t y ,  a u t h o r i z e d  t o  pe r fo rm a l l  
necessary  commerc ia l  f u n c t i o n s ,  i t  n e i t h e r  owns nor  o p e r a t e s  t h e  
p r o c e s s i n g  f a c i l i t y  i t  r e p r e s e n t s .  The m i l l  i s  owned by Swak i ,  
l eased  t o  NMC who h i r e  Swaki t o  o p e r a t e  t h e  m i l l .  The management 
h i r e  agreement i n c l u d e s  n o t  o n l y  t h e  m i l l  o p e r a t i o n ,  b u t  a l l  
commerc ia l  f u n c t i o n  ( p u r c h a s i n g  t h r o u g h  m e r c h a n d i s i n g )  of t h e  
bus iness .  

I n  an e f f o r t  t o  e v a l u a t e  how e f f e c t i v e l y  t h e  NMC d i s c h a r g e s  i t s  
r e s p o n s i b i l i t i e s  f o r  t h e  i m p l e m e n t a t i o n  of n a t i o n a l  p o l i c i e s  and 
program a  r e v i e w  o f  o p e r a t i o n  was u n d e r t a k e n .  T h i s  i n c l u d e d  an 
a n a l y s i s  o f  t h e  lease/management c o n t r a c t  between NfAC and Swaz i  
M i l l i n g  i n  o r d e r  t o  deve lop  p o s i t i o n  t h a t  m i g h t  be h e l p f u l  i n  
n e g o t i a t i o n s  between NMC and Swaz i l and  M i l l i n g  Company. 

I n  t h e  cou rse  of t h e  ' r ev iew  t h e  o p e r a t i o n  of NMC, a l o n g  w i t h  
s u p p o r t i n g  government agenc ies  were n o t e d  and c r i t i q u e d ,  l e a d i n g  
t o  c e r t a i n  c o n c l u s i o n  and recommendat ions.  The s tudy  was made 
under t h e  d i r e c t i o n  and w i t h  t h e  h e l p  of t h e  M i n i s t r y  o f  
A g r i c u l t u r e  and C o o p e r a t i v e s .  

The MOAC p e r s o n n e l  gave g e n e r o u s l y  o f  t h e i r  t i m e  and e x p e r i e n c e .  
The i n d i v i d u a l s  who c o n t r i b u t e d  s i g n i f i c a n t l y  t o  t h i s  s t u d y  a r e  
i d e n t i f i e d  i n  Schedu le  1. 



B . CONCLUSIONS 

The o p e r a t i o n  of  t h e  N a t i o n a l  Ma ize  Coopera t i on ,  suppor ted  by  t h e  
N a t i o n a l  A g r i c u l t u r a l  M a r k e t i n g  Board,  t h e  C e n t r a l  C o o p e r a t i o n s  
Union and t h e  G r a i n  S to rage  U n i t ,  c o n t r i b u t e  s i g n i f i c a n t l y  t o  t h e  
promot i o n  of  n a t i o n a l  s e l f - s u f f i c i e n c y  i n  maize.  F u r t h e r  t h e s e  
a c t i v i t i e s  p r o v i d e  s e r v i c e s  t h a t  promote e f f i c i e n c i e s  i n  
p r o d u c t i o n  and d i s t r i b u t i o n  of  ma ize  and maize p r o d u c t s  t h a t  
g e n e r a l l y  improves  l i v i n g  s t a n d a r d  w h i l e  p r o v i d i n g  employment. 
The NMC r e p r e s e n t s  a  market  a t  a  f i x e d  minimum farm g a t e  p r i c e  
( g a z e t t e d )  f o r  any and a l l  Swaz i l and  s u r p l u s  maize.  

The CCU and GSU p r o v i d e  s e r v i c e s  t o  a s s i s t  t h e  farmer i n  s t o r a g e  
and t r a n s p o r t  where and when r e q u i r e d .  

The NAMB has c o n t r o l l e d  c o m p e t i t i o n  i n  maize and maize p r o d u c t s  
f rom t h e  o u t s i d e  t h r o u g h  t h e  v e h i c l e  of i m p o r t  p e r m i t s  and 
d u t i e s .  T h i s  m a i n t a i n s  p r o d u c t i o n  i n c e n t i v e s  t h r o u g h  
d i s c o u r a g i n g  t h e  i n t r o d u c t i o n  of  l o w e r  p r i c e d  maize and p r o t e c t s  
NMC's share  o f  p r o d u c t  market  by  l i m i t i n g  f o r e i g n  access. 

The SWAKI/NMC l e a s e  and.management c o n t r a c t  shou ld  be ex tended i n  
a  m o d i f i e d  and c l a r i f i e d  form. NMC does n o t  p r e s e n t l y  have 
t r a i n e d  p e r s o n n e l  t o  d i r e c t  t h e  b u s i n e s s .  Constant  a n n u a l  
i n c r e a s e s  i n  t h e  c o s t s  of  o p e r a t i o n  can e v e n t u a l l y  g e t  o u t  o f  
hand w i t h o u t  p o s i t i v e  c o n t r o l .  

The a reas  f o r  p o t e n t i a 1 , m o d i f i c a t i o n  i n c l u d e :  

1. The b a s i s  and /o r  terms f o r . c a l c u l a t i n g  t h e  l ease  fee.  

2. Term c o v e r i n g  p r o d u c t  s a l e s  

3. S p e c i f i c  i d e n t i f i c a t i o n  of Swak i  overhead charges.  

The e x i s t i n g  management c o n t r a c t  p r o v i d e s  f o r  Swaki t o  f u r n i s h  
mon th l y  r e p o r t s  c o v e r i n g  a l l  phases o f  t h e  commercia l  and 
t e c h n i c a l  a c t i v i t i e s  of t h e  b u s i n e s s .  T h i s  i n c l u d e s  maize  
purchases,  i n v e n t o r y  p o s i t i o n ,  m i l l i n g  r e s u l t s ,  p r o d u c t s  s a l e s  
d e t a i l s  and a l l  a t t e n d e n t  c o s t s .  T h i s  i m p l i e s  o v e r s i g h t  on t h e  
p a r t  o f  t h e  M i n i s t r y .  There e x i s t s  no ev idence t h a t  NMC r e c e i v e s  
Such r e p o r t s  n o r  has pe rsonne l  a s s i g n e d  t o  m o n i t o r  them. 

C o n s t r u c t i o n  o f  s m a l l e r  s i z e d  m i l l i n g  u n i t s  d i s p e r s e d  t h r o u g h o u t  
t h e  c o u n t r y  does n o t  appear t o  be v i a b l e .  The i n d u s t r y  i s  
i nves tmen t  i n t e n s i v e .  As such f a c i l i t i e s  have a  minimum s i z e  t o  
be o p e r a t e d  e c o n o m i c a l l y .  A m i l l  one f o u r t h  t h e  c a p a c i t y  o f  t h e  
e x i s t i n g  f a c i l i t y  would l i k e l y  c o s t  a t  l e a s t  s i x t y  p e r c e n t  o f  
t h a t  m i l l .  F u r t h e r ,  t h e  p r e s e n t  m i l l  r e q u i r e s  a t  l e a s t  i t s  
p resen t  p r o d u c t i o n  i n  t h e  r e f i n e d  end p r o d u c t s  t o  be v i a b l e .  I t  
has t h e  c a p a c i t y  t o  supp ly  most o f  a l l  t h e  c o u n t r y ' s  demand f o r  
l i g u g u ,  samp and maize r i c e .  A d d i t i o n a l  c a p a c i t y  f o r  t h e s e  
p r o d u c t s  wou ld  be d i f f i c u l t  t o  j u s t i f y .  



A l r e a d y  i n  p l a c e  a t  t h e  s a t e l l i t e  s t o r a g e  u n i t s  a r e  m i l l s  t o  
p roduce  u n s i f t e d  mea l .  These p r o v i d e  an o p p o r t u n i t y  t o  d i s p e r s e  
p r o d u c t . l o n  p i n t s  f o r  t h i s  p a r t i c u l a r  p r o d u c t .  

O p e r a t i o n  of  NMC have  s t e a d i l y  imp roved  i n  each  o f  i t s  t h r e e  
y e a r s  e x i s t a n c e .  The o r i g i n a l  p r o j e c t i o n s  a n t i c i p a t e d  ma i ze  
t h r o u g h p u t s  i n  t h e  m a g n i t u d e  o f  45,000 t o n s  p e r  annum. As c o s t s  
o t h e r  t h a n  ma i ze  a r e  s u b s t a n t i a l l y  f i x e d ,  s h o r t  f a l l s  i n  
p r o d u c t i o n  a r e  r e f l e c t e d  i n  poo r  p r o f i t  pe r f o rmance .  The yea r  
j u s t  ended w i l l  demons t ra te  t h a t  t h e  b u s i n e s s  i s  v i a b l e  and 
p r o f i t a b l e  when nea r  c a p a c i t y  t h r o u g h p u t  can be m a i n t a i n e d .  The 
a c c o u n t s  r e c e i v a b l e  f o r  t h e  yea r  e n d i n g  31  March 1987  ( l a s t  
a u d i t e d  r e p o r t )  r e f l e c t s  21 /3  months s a l e s .  F a s t e r  c o l l e c t i o n  o f  
funds  due c o u l d  reduce  t h e  bank d e b t  an i t ' s  i n t e r e s t  l i a b i l i t y .  



C. SUMMARY OF RECOMMENDATIONS 

I .  Extend t h e  e x i s t i n g  lease/management c o n t r a c t  w i t h  
m o d i f i c a t i o n .  NMC i s  unp repa red  t o  u t i l i z e  any a l t e r n a t i v e  
a t  t h i s  t i m e .  

2 .  A p p o i n t  w i t h i n  t h e  M i n i s t r y  a  l i a i s o n  w i t h  o v e r s i g h t  
r e s p o n s i b i l i t i e s  o f  NMC o p e r a t i o n s .  T h i s  i s  t h e  f i r s t  s t e p  
i n  p r e p a r i n g  t o  e l e c t  p o s s i b l e  a l t e r n a t i v e s  i n  t h e  f u t u r e .  

3. The NMC Board s h o u l d  be more a c t i v e  i n  p r o v i d i n g  p o l i c y  
gu idance by r e q u i r i n g  t h e  p r e s e n t  s a l e s  d i s c o u n t  f o r  volume 
be t r a d e d  o f f  f o r  an e q u i t a b l e  s a l e s  d i s c o u n t  f o r  e a r l y  
payment. C o n s i d e r  a  p e n a l t y  ( i n t e r e s t )  on l a t e  payment.  
These t o  b e t t e r  c o n t r o l  cash  f l o w .  

4. C l a r i f y  s u b j e c t  o f  c a p i t a l  e x p e n d i t u r e s  t o  i n s u r e  t h e  
i n v e s t m e n t  i s  i n  t h e  n a t i o n a l  i n t e r e s t  and t h a t  t h e r e  i s  a  
r e a s o n a b l e  r e t u r n .  - 

5 .  M o d i f y  t h e  l e a s e  c l a u s e  t o  r e c a p t u r e  some of  t h e  r e p a i r  
c o s t s .  L e s o r  s h o u l d  p r o v i d e  v i a b l e ,  usuab le  equ ipment .  

6 .  Deve lop  c o n t r o l s  o v e r  r e i m b u r s a b l e  a d m i n i s t r a t i v e  overhead 
burden.  

7.  NMC s h o u l d  c o n s i d e r  a  f e a s a b i l i t y  s t u d y  t o  upgrade t h e  
hominy chop f o r  b e t t e r  r e t u r n .  P r e s e n t l y  t h e  chop i s  n o t  
used l o c a l l y  i n  p o u l t r y  r a t i o n s .  

8. MOAC/government shou ld  r e s o l v e  t h e  CCU o u t s t a n d i n g  d e b t  so 
t h a t  i t  can pe r fo rm t h e  r o l e  of l o c a l  buye r  and g a t h e r e r  
e f f e c t i v e l y .  

9. P r o v i d e  p o l i c y  and o p e r a t i n g  g u i d e l i n e s  f o r  GSU so t h a t  
f a c i l i t i e s  can become o p e r a t i o n a l  and i n t e g r a t e  them i n t o  
NMC's o p e r a t i o n s .  

10. Cons ide r  a  v a r i a b l e  l e v y  based upon a  t h r e s h o l d  p r i c e  f o r  
ma ize  and maize  p r o d u c t  i m p o r t s  i n s t e a d  of  t h e  p r e s e n t  
adva lo rem d u t y .  



D.  DETAILED RECOMMENDATIONS 

1. Ex tend t h e  e x i s t i n g  lease/management c o n t r a c t  w i t h  Swak i .  
Ex tend f o r  two years ,  b u t  n o t  l o n g e r  if some c o n c e s s i o n s  
d e s c r i b e d  l a t e r  can be s u c c e s s f u l l y  n e g o t i a t e d .  A l t e r n a t i v e s  
t o  an e x t e n s i o n  of t h e  p r e s e n t  agreement concept  have been 
examined and found wan t i ng .  

Purchase and o p e r a t i o n  o f  t h e  m i l l  and t h e  bus iness  i s  n o t  
recommended. The i n d u s t r y  i s  n o t  a  c o m p l i c a t e d  one b u t  i t  I S  

complex.  I t  i s  commodity t r a d i n g ,  food p r o c e s s i n g  and 
merchandising/distribution a l l  l i n k e d  t o g e t h e r .  Each p a r t  i s  
i n t e r d e p e n d e n t  b u t  each p a r t  may have c o s t  v a r i a b l e  t h a t  a r e  
i ndependen t  one f rom t h e  o t h e r .  The management p e r s o n n e l  i s  
c r i t i c a l  f o r  e f f i c i e n t  o p e r a t i o n .  There appears t o  be no 
f u l l y  t r a i n e d  p e r s o n n e l  w i t h i n  t h e  M i n i s t r y  t o  manage such a  
b u s i n e s s .  F u r t h e r ,  government o w n e r s h i p  and o p e r a t i o n  i s  n o t  
n e c e s s a r i l y  i n  t h e  n a t i o n a l  i n t e r e s t  where p r i v a t i z a t i o n  i s  
t h e  s t a t e d  p o l i c y .  

T o l l i n g  arrangemen-ts a l s o  were examined. T h i s  wou ld  be an 
agreement whereby NMC owns t h e  ma ize ,  has i t  m i l l e d  f o r  a  
f e e ,  and t h e n  t a k e s  back t h e  p r o d u c t  wh i ch  i t  d i s t r i b u t e s  
and s e l l s .  I n  concep t  t h i s  i s  s i m i l a r  t o  t h e  hammer m i l l  
o p e r a t i o n s .  I n  t h e o r y  t h e r e  e x i s t s  t h e  C e n t r a l  C o o p e r a t i v e s  
Un ion  t o  buy t h e  maize and a r r a n g e  t r a n s p o r t  t o  t h e  m i l l .  
The G r a i n  S to rage  U n i t  m i g h t  w e l l  be a  l i n k  i n  t h e  movement 
f r o m  f a r m  t o  m i l l  ., The N a t i o n a l  A g r i c u l t u r a l  M a r k e t i n g  Board  
c o u l d  be t h e  p r o d u c t  m e r c h a n d i z e r .  

P r e s e n t l y  Swaki  i n d i c a t e s  t h e  p l a n t  m i l l e r ' s  marg in  i n  E73 
p e r  t o n .  T h i s  r e p r e s e n t s  t h e  t o l l i n g  fee  t h e y  would seek .  
T o l l i n g  f e e s  i n  RSA a r e  s a i d  t o  be E l 4 0  p e r  t o n  d i s c o u n t e d  
down t o  as  l i t t l e  as E60 pe r  t o n  t o  g e t  t h e  b u s i n e s s .  Based 
upon a  t h r o u g h p u t  of  35,000 t o n s  t h e  t o l l i n g  c o s t  
a p p r o x i m a t e s  t h e  p r e s e n t  NMC c o s t s  ( l e s s  maize c o s t s )  f o r  
o p e r a t i n g  t h e  m i l l  and s e l l i n g  t h e  p r o d u c t .  NMC would have 
t o  be a much more a c u t e  ma ize  buye r  t h a n  i s  Swaki t o  e q u a l  
c u r r e n t  per fo rmance.  T o l l i n g  appears  t o  be an i n a d e q u a t e  
a l t e r n a t i v e .  

Segment ing  t h e  p r o d u c t  p r o d u c t i o n  w i t h  s m a l l e r  m i l l s  i s  v e r y  
e x p e n s i v e .  The i n d u s t r y  can be c h a r a c t e r i z e d  as i n v e s t m e n t  
i n t e n s i v e ,  h i g h  volume and modest m a r g i n s .  These t h r e e  
t r a i t s  m i t i g a t e  a g a i n s t  s m a l l ,  d i s p e r s e d  f a c i l i t i e s .  

2.  A p p o i n t ,  w i t h i n  t h e  M i n i s t r y  o f  A g r i c u l t u r e  and C o o p e r a t i v e s  
an i n d i v i d u a l  t o  pe r fo rm as l i a i s o n  between t h e  N a t i o n a l  
Maize C o r p o r a t i o n  and Swaki .  The o v e r a l l  r e s p o n s i b i l i t y  o f  
t h e  l i a i s o n  wou ld  be t o  p r o v i d e  o v e r s i g h t  c o n t r o l  f o r  t h e  
M i n i s t r y .  W h i l e  day t o  day o p e r a t i n g  d e c i s i o n s  a r e  v e s t e d  i n  
t h e  h i r e d  management s t r a t e g i e s  a r e  i m p l i e d  t o  be sha red .  
Adherence t o  t h e  te rms o f  t h e  c o n t r a c t  a r e  a l s o  shared  and 
i t  i s  as  much a  r e s p o n s i b i l i t y  o f  NMC as i t  i s  of  Swaki .  



To ensure  t h a t  b o t h  t h e  l e t t e r  and t h e  i n t e n t  o f  t h e  
agreement i s  m u t u a l l y  adhered t o  t h e  mon th l y  r e p o r t s  
c o v e r i n g  m a ~ z e  purchases,  p r o d u c t  s a l e s  and c o s t s  compared 
t o  t h e  budget  shou ld  be rev iewed  and a n a l i z e d .  The l i a i s o n  
r e p r e s e n t s  a  c o u n t e r p a r t  t o  John Masson. As such he o r  she 
must become as knowledgeable i n  t h e  v a r i o u s  f a c e t s  o f  t h e  
i n d u s t r y  as  i s  M r .  Masson. An o v e r s i g h t  f u n c t i o n  w i l l  
p r e v e n t  year  end s u r p r i s e s  i n  t h e  r e s u l t s ,  ensure c o n t i n u i n g  
harmony i n  t h e  NMC/Swaki r e l a t i o n s h i p  and e l i m i n a t e  
c o n f r o n t a t i o n  i n  n e g o t i a t i o n s .  T h i s  s u b j e c t  shou ld  be a  t o p  
p r i o r i t y .  

The NMC Board shou ld  be more a c t i v e  i n  p r o v i d i n g  p o l i c y  
gu idance i n  a reas  t h a t  impac t  upon n a t i o n a l  i n t e r e s t .  
S p e c i f i c a l l y  t hese  l i k e l y  would a f f e c t  l o c a l  maize 
procurement  and p r o d u c t  s a l e s .  Examples of t hese  a r e  t h e  
n e c e s s i t y  t o  update t r a n s p o r t a t i o n  a l lowances and an 
exchange o f  t h e  s a l e s  volume d i s c o u n t  t o  w h o l e s a l e r s  f o r  a  
s a l e s  d i s c o u n t  f o r  e a r l y  payment.  P r e s e n t l y  a  s a l e s  d i s c o u n t  
r a n g i n g  up t o  4% i s  g i v e n  on a  s l i d i n g  s c a l e  f o r  volume 
s a l e s  b e g i n n i n g  w i t h  250 t o n s  p e r  month. The average 
d i s c o u n t  i s  i n d i c a - t e d  t o  be 3%%. Sa les  terms p r e s e n t l y  a r e  
f o r  payment w i t h i n  30 days .  A c t u a l  payments o f t e n  exceed 
t h i s  t i m e  span t e n  t o  f i f t e e n  days .  I t  i s  proposed t h a t  t h e  
d i s c o u n t  f o r  volume be dropped b u t  t h a t  a  3x96 d i s c o u n t  be 
g i v e n  f o r  - payment w i t h i n  t e n  days .  A l s o  a  p e n a l t y  i n  t h e  
form of i n t e r e s t  charges  he assessed t o  i n v o i c e s  u n p a i d  
a f t e r  30 days.  T h i s  cha rge  s h o u l d  be t h e  same as t h e  
i n t e r e s t  banks charge on l o a n s .  T h i s  m o d i f i c a t i o n  i n  s a l e s  
te rms would e i t h e r  improve cash f l o w  c o n t r o l  t h e r e b y  
r e d u c i n g  bank deb t  o r  e f f e c t i v e l y  improve n e t  s a l e s  p r i c e  o r  
a  c o m b i n a t i o n  of  b o t h .  

4 .  A f e a s a b i l i t y  s tudy  i n t o  t h e  p o s s i b i l i t y  of  i m p r o v i n g  t h e  
t e x t u r e  o f  hominy chop i s  recommended. P r e s e n t l y  t h e  l o c a l  
feed m i x e r  uses t h e  m i l l ' s  hominy chop o n l y  i n  i t ' s  d a i r y  
r a t i o n s .  T h i s  i s  t h e  o n l y  domes t i c  customer.  The b u l k  of t h e  
chop i s  s o l d  t o  m i x e r s  i n  RSA w i t h  r e t u r n s  s u f f e r i n g  due t o  
t h e  heavy t r a n s p o r t  c o s t s .  The b u l k  of t h e  l o c a l  m i l l ' s  
p r o d u c t i o n  i s  i n  p o u l t r y  r a t i o n s .  They c l a i m  t h e  t e x t u r e  o f  
t h e  NMC chop i s  n o t  f i n e  enough t o  b lend  u n i f o r m a l l y  i n  
t h e i r  m i x .  I f  t h e  s i z i n g  c o u l d  conform t o  t h e  m i x e r s  needs 
t h e  l o c a l  s a l e s  c o u l d  i n c r e a s e  w i t h  revenues improved some 
E70 t o  E80 pe r  t o n .  

5 .  I t  i s  recommended t h a t  t h e  p r o v i s i o n  p e r t a i n i n g  t o  
e x p e n d i t u r e s  f o r  c a p i t a l  equipment  i n  t h e  m i l l  be f u r t h e r  
c l a r i f i e d .  I t  shou ld  be u n d e r s t o o d  t h a t  c a p i t a l  i n v e s t m e n t ,  
w h i l e  a  Swaki  e x p e n d i t u r e  c o m p l e t e l y  f i nanced  by them; must 
be approved by NMC. T h i s  i s  t o  i n s u r e  t h a t  t h e  changes 
r e s u l t i n g  f rom equipment change o r  a d d i t i o n  w i l l  be i n  t h e  
n a t i o n a l  i n t e r e s t .  C a p i t a l  e x p e n d i t u r e s  shou ld  be j u s t i f i e d  



on t h e  b a s i s  o f  a t  l e a s t  a  30% r e t u r n .  T h i s  i n s u r e s  t h a t  NMC 
as w e l l  a s  Swaki  s h a r e  t h e  b e n e f i t s .  No c a p i t a l  e x p e n d i t u r e  
s h o u l c  d e  C o n s i d e r e d  i f  ba5ed upon 1 abor  s a v  i r i g s .  

I t  has been s u g g e s t e d  t h a t  t h e  a u t h o r i t y  t o  i s s u e  m a i z e  
i m p o r t  p e r m i t s  be v e s t e d  i n  NMC because t h e y  a r e  "more aware 
o f  r e q u i r e m e n t s " .  The NAMB was e s t a b l i s h e d  as  an i n d e p e n d e n t  
agenc! t o  a s s i s t  i n  t h e  m a r k e t i n g  o f  s c h e d u l e d  p r o d u c t s  
i n c l u d i n g  t h e  c o n t r o l  o v e r  t h e i r  i m p o r t  and e x p o r t .  
P r e s e c t l y  t h e r e  a r e  f o u r  c l a s s e s  o f  s c h e d u l e d  p r o d u c t s ,  
namely ( 1 )  ma i ze  and m a i z e  p r o d u c t s ,  ( 2 )  r i c e ,  ( 3 )  f r e s h  
f r u i t s  and ( 4 )  f r e s h  v e g e t a b l e s .  I n  t h e  f u t u r e  t h e r e  i s  
l i k e l y  t o  be more .  The re  must  be u n i f o r m i t y  i n  t h e  p o l i c i e s  
between t h e  c l a s s e s  o f  p r o d u c t s  even t h o u g h  i n d i v i d u a l  
d e t a i l s  may v a r y .  T h i s  can o n l y  be a c h i e v e d  t h r o u g h  k e e p i n g  
i m p o r t / e x p o r t  c o n t r o l  o f  a l l  s c h e d u l e d  p r o d u c t s  w i t h i n  t h e  
same body . 

6 .  I t  i s  recommended t h a t  t h e  c o s t  f o r  l e a s i n g  t h e  m i l l  
b u i l d i n g s  and equ ipmen t  be a d j u s t e d .  Swak i  s h o u l d  a b s o r b  
c o s t s  t o  t h e  e x t e n t  o f  t h e i r  booked d e p r e c i a t i o n .  The l e a s e  
presumes a  v i a b l e ,  o p e r a t i n g  f a c i l i t y .  A r a t e  i s  a p p l i e d  t o  
t h e  v a l u e  o f  t h a t  equ ipmen t  t o  d e t e r m i n e  t h e  l e a s e  c o s t .  I t  
may be a rgued  t h a t  t h i s  r a t e  c o v e r s  r e t u r n  on c a p i t a l  
( p r o f i t ) ,  d e p r e c i a t i o n  ( t h e  v a l u e  was d e t e r m i n e d  on a  
d e p r e i a t e d -  b a s i s )  and m a i n t e n a n c e  ( t h e  f a c . i l i t y  had  a b s o r b e d  
r e p a i r s  c o s t s  t o  d a t e  j u s t  as  i t  had abso rbed  t h e  
d e p r e c i a t i o n ) .  T h i s  s u g g e s t s  t h a t  t h e  l e s o r  s h o u l d  n o t  be 
c h a r g i n g  r e p a i r  co . s t s .  

An a l t e r n a t i v e  t o  Swak i  a b s o r b i n g  t h e  r e p a i r  c o s t s  i s  a  
r e - e v a l u a t i o n  t o  u p d a t e  t h e  " d e p r e c . i a t e d  r e p l a c e m e n t  c o s t " .  
I t  i s  f e l t  t h a t  o v e r  t h e  p a s t  t h r e e  y e a r s  i n f l a t i o n  i n  
b u i l d i n g  c o s t s  and equ ipmen t  p r i c e s  has n o t  exceeded t h e  
d e p r e c i a t i o n  r a t e s .  

7 .  It i s  recommended t h a t  t h e  a d m i n i s t r a t i v e  o v e r h e a d  ( S w a k i )  
be one o f  t h e  k e y  c o s t  f a c t o r s  t h a t  be c o n s t a n t l y  m o n i t o r e d  
v i a  t h e  m o n t h l y  c o n t r o l  r e p o r t s .  I t  i s  c h a r g e  d i s t r i b u t e d  by  
a l l o t m e n t .  T h e r e f o r  i t  i s  an a r b i t r a r y  a s s i g n m e n t  o f  c o s t s  
t h a t  m i g h t  c o n t a i n  b i a s  i n  t h e  d i s t r i b u t i o n .  A l l  i n d i c a t i o n s  
a r e  t h a t  t h e s e  c o s t s  have been e q u i t a b l e  and have been 
c o n t r o l l e d .  l 3 i rec . t  o p e r a t i n g  expenses  f o r  t h e  m i l l  - 
s a l a r i e s  and wages, u t i l i t i e s ,  r e p a i r s ,  t e s t i n g ,  w e i g h i n g  
and consumable s t o r e s  - r e f l e c t  t h e  e x t e n t  o f  t h e  c o m m e r c i a l  
a c t i v i t y .  Overhead  bu rdens  b e a r  a  r e l a t i o n s h i p  t o  t h e s e  
c o s t s ,  w h i c h  r e l a t i o n s h i p  i s  a  common v e h i c l e  f o r  c o n t r o l  
pu rposes .  I n  t h e  o r i g i n a l  p r o p o s a l  t h e  S w a k i  o v e r h a d  was 
i n d i c a t e d  t o  be 32% o f  t h e  d i r e c t  o p e r a t i n g  c o s t s .  F o r  t -he 
year  ended 31 .3 .87  t h e  a c t u a l  was 29% and t h e  budge t  f o r  
1987-88 i n d i c a t e d  24% d e s p i t e  an i n c r e a s e  i n  t h e  amount .  The 
overhead  bu rden  does appear  t o  be u n d e r  c o n t r o l .  
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Fo r  c o s t  compar i s o n  p u r p o s e s  a d m i n i s t r a t i v e  s t a f f  
r e q u i r e m e n t s  were d e v e l o p e d  ( S c h e d u l e  2 ) .  Based upon t h e  
needed - s k i l l s  an(] ~ o r k  l o a d  t h e  i n d i c a t i o n s  ? r e  t h l c i t  t h e  
S h a k i  d i s t r i b u t i o n  i s  r e a s o n a b l e  and f a i r .  

8 .  I n  o r d e r  t h a t  t h e  C e n t r a l  C o o p e r a t i v e s  U n i o n  r e a l i z e  i t s  
f u l l  p o t e n t i a l  i n  p r o v i d i n g  s e r v i c e s  t o  b o t h  fa rmer  and t h e  
NMC i t ' s  c r e d i t  must be r e - e s t a b l i s h e d  by r e s o l v i n g  t h e  
o u t s t a n d i n g  d e b t .  

9 .  The G r a i n  S t o r a g e  U n i t  s h o u l d  i n i t i a t e  an a g g r e s s i v e  p r o g r a m  
t o  u t i l i z e  t h e i r  f a c i l i t i e s .  I n  p l a c e  a r e  p e r s o n n e l  and  
equ ipmen t  t o  m i l l  ma i ze .  A s t a r t  i n  t h a t  s e r v i c e  c o u l d  l e a d  
t o  s t o r a g e  and p u b l i c  w e i g h i n g  s e r v i c e s .  

10. C o n s i d e r a t i o n  s h o u l d  be g i v e n  t o  r e p l a c i n g  t h e  a d v a l o r e m  
d u t y  on m a i z e  and ma i ze  p r o d u c t  i m p o r t s  w i t h  a  v a r i a b l e  l e v y  
based upon a  . t h r e s h o l d  p r i c e .  , 

The m a i z e  t h r e s h o l d  p r i c e -  s h o u l d  be p i p e d  d e l i v e r e d  t o  t h e  
m i l l .  The l e v e l  sh'ould n o t  be h i g h e r  t h a n  t h e  g a z e t t e d  p r i c e  
f o r  l o c a l  m a i z e .  I t  s h o u l d  be l o w  enough t o  p e r m i t  NMC t o  
m a i n t a i n  a  l e v e l  o f  p r o f  i t a b i l i t y  a d e q u a t e  t o  f u n c t i o n  f r o m  
funds  g e n e r a t e d  f rom o p e r a t i o n s .  

8 
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E . ASSESSMENTS 

- .  

1. N a t i o n a l  Ma ize  C o r p o r a t i o n  

N a t i o n a l  Ma ize  C o r p o r a t i o n ,  a  government  e n t i t y ,  was fo rmed i n  
1985 t o  i n s u r e  c o n t i n u e d  o p e r a t i o n s  of  t h e  Swaki m i l l .  The 
C o r p o r a t i o n  p r o v i d e d  w o r k i n g  c a p i t a l ,  agreed t o  l e a s e  t h e  m i l l  
equipment and h i r e d  Swaki t o  manage and o p e r a t e  t h e  e n t i r e  
b u s i n e s s  i n c l u s i v e  from maize  procurement  t h r o u g h  f i n i s h e d  
p r o d u c t  s a l e s  and a l l  s u p p o r t i n g  a c t i v i t i e s .  

The l e a s e  c o s t  i s  based upon t h e  d e p r e c i a t e d  rep lacemen t  v a l u e  of  
b u i l d i n g s  and equ ipment .  ( S c h e d u l e s  3 & 4 ) .  The d e p r e c i a t e d  v a l u e  
o f  t h e  equipment  i n d i c a t e s  an a n n u a l  d e p r e c i a t i o n  r a t e  o f  about  
10% assuming l i t t l e  changes i n  t h e  "new rep lacement  v a l u e "  f r o m  
t h e  o r i g i n a l  1982 c o s t s .  T h i s  appea rs  reasonab le  f o r  t h e  
p a r t i c u l a r  k i n d  o f  equipment  i n v o l v e d .  The o n l y  a v a i l a b l e  
i n f o r m a t i o n  (Schedu le  5 )  p u r p o r t i n g  t o  be B u i l d i n g s  Replacement 
v a l u e  canno t  be r e a s o n a b l y  r e c o n c i l e d  w i t h  t h e  " b u i l d i n g s  
d e p r e c i a t e d  rep lacemen t  v a l u e "  used i n  d e t e r m i n i n g  t h e  l e a s e  
c o s t .  The s o - c a l l e d  rep lacemen t  v a l u e  schedu le  t o t a l l e d  
E1,748,500 e x c l u d i n g  warehouse owned by I A H ,  l a n d  and l a n d  
a c q u i s i t i o n  c o s t s .  The d i v e r g a n c e  i n  t o t a l  and i n  some s p e c i f i c  
i t e m s  makes t h e  r e p o r t s  s u s p e c t .  However,  t h e  f i n a l  v a l u e  used 
(E1,080,000)  do-es appear r e a s o n a b l e .  

The charge  f o r  l e a s i n g  t h e  m i l l  f a c i l i t y  was agreed t o  be 15% o f  
t h e  d e p r e c i a t e d  v a l u e .  T h i s  r e p r e s e n t s  r e t u r n s  on i n v e s t m e n t  f o r  
Swak i .  I t  compares f a v o r a b l y  w i t h  t h e  more common r a t e s  based 
upon t o t a l  a s s e t s .  Swaki most l i k e l y  d e p r e c i a t e  t h e  equ ipment  and 
b u i l d i n g s  i n  t h e i r  income r e p o r t s  f o r  income t a x  pu rposes .  

I t  i s  n o t  an uncommon p r o c e d u r e  t o  lump main tenance and 
d e p r e c i a t i o n  t o g e t h e r  i n  e v a l u a t i n g  t h e  c o s t s  a t t e n d a n t  t o  
c a p i t a l  i n v e s t m e n t .  I f  such a  p o s t u r e  were assumed i n  t h i s  
i n s t a n c e ,  r e p a i r  c o s t  shou ld  be t h e  l e s s o r ' s  r e s p o n s i b i l i t y .  F o r  
t h e  y e a r s  e n d i n g  March 31 1987 t h e s e  c o s t s  were E154.098 o r  5.5% 
of  t h e  equipment  and b u i l d i n g  v a l u e .  

T h i s  i s  c l e a n ,  w e l l  m a i n t a i n e d  and e f f i c i e n t l y  o p e r a t e d  p l a n t .  
The equipment  i s  m a i n l y  r o l l s ,  f ans  and c y c l o n e s .  As l o n g  as  t h e  
r o l l s  s u r f a c e s  a r e  a d e q u a t e l y  m a i n t a i n e d  t h e r e  i s  l i t t l e  t h a t  
w i l l  i m p a i r  o p e r a t i n g  e f f i c i e n c y  t h a t  i s  r e l a t e d  s o l e l y  t o  t h e  
equipment age. From t i m e  t o  t i m e  p a r t s  must be r e p l a c e d  and r o l l s  
r e f i n i s h e d .  The annua l  c o s t s  f o r  such  r e p a i r s  s h o u l d  rema in  i n  
t h e  magn i tude  o f  5-7% o f  t h e  equ ipment  and b u i l d i n g  v a l u e .  

As i n d i c a t e d  above, t h i s  o p e a t i n g  c o s t  of  e s t i m a t e d  E140,OOO t o  
E200,OOO m i g h t  be n e g o t i a b l e  on t h e  p rem ise  t h a t  t h e  l a n d l o r d  
s h o u l d  keep h i s  own f a c i l i t i e s  i n  f u n c t i o n i n g  c o n d i t i o n .  - 

The d e p r e c i a t e d  p l a n t  and b u i l d i n g  v a l u e  was d e t e r m i n e d  i n  
F e b r u a r y  1985. I n  t h e  w r i t e r ' s  o p i n i o n  t h e  amount of d e p r e c i a t i o n  
t a k e n  s i n c e  t h a t  t i m e  i s  l i k e l y  g r e a t e r  t han  i n c r e a s e s  i n  



b u i l d i n g  and m a c h i n e r y  c o s t s  o v e r  t h e  same t i m e  frame. There 
shou ld  be no p a r t i c u l a r  c o s t  r i s k  i n  h a v i n g  a  new e v a l u a t i o n  
made. f . ' ~ r e  . l i k e l y  t h e r e  would be a  g a i n  f o r  NMC. 

New c a p i t a l  e x p e n d i t u r e s  w i l l  be added t o  t h e  d e p r e c i a t e d  va lue  
schedu le  and used t o  d e t e r m i n e  t h e  l e a s e  r a t e .  

Swaki r e q u i r e s  NMC a p p r o v a l  and agreement t o  such e x p e c d j t u r e s .  
B e f o r e  a p p r o v a l  i s  g r a n t e d  NMC s h o u l d  r e q u i r e  a  j u s t i f i c a t i o n  f o r  
t h e  e x p e n d i t u r e .  T h i s  would i d e n t i f y  t h e  c o s t ,  t h e  o p e r a t i n g  
expenses a s s o c i a t e d  w i t h  t h e  i n v e s t m e n t  and t h e  i n d i c a t e d  r e t u r n  
f rom t h e  i n v e s t m e n t .  NMC shou ld  s e t  a  p o l i c y  c o v e r i n g  what t h e  
r e t u r n  s h o u l d  be.  I t  i s  l i k e l y  t h a t  NMC w i l l  i n s i s t  upon a  
minimum 30% r e t u r n  on i n v e s t m e n t .  T h i s  wou ld  r e p r e s e n t  a  s h a r i n g  
of i n c r e a s e d  revenue  on an e q u a l  b a s i s  w i t h  Swak i .  I t  l i k e l y  i s  
n o t  i n  t h e  n a t i o n a l  i n t e r e s t  t o  approve i n v e s t m e n t s  t h a t  depend 
upon l a b o r  s a v i n g s  f o r  t h e  r e t u r n .  

The management agreement  NMC has made w i t h  Swak i  i n  a l l - i n c l u s i v e  
i n - s o - f a r  as t h e  o p e r a t i o n s  a r e  concerned.  

T h i s ,  however ,  does n o t  e x c l u d e  NMC f rom o v e r - s i g h t  
r e s p o n s i b i l i t i e s .  I n  t h e  i n t e r e s t  of c o n t i n u i n g  harmony between 
t h e  i n v o l v e d  p a r t i e s .  i n  p romo t ing  n a t i o n a l  o b j e c t i v e s  and 
m a i n t a i n i n g  e f f i c i e n c i e s  t h e r e  must be a  l i a i s o n  between t h e  MOAC 
and Swaki.  A p e r s o n  who can become i n t i m a t e l y  knowledgeab le  i n  
a l l  f a c e t s  of t.he b u s i n e s s .  

P r e s e n t l y ,  as i n  a l l  w e l l  managed e n t e r p r i s e s ,  a  s e r i e s  o f  
c o n t r o l  r e p o r t s  a r e  gene ra ted  on week l y  and m o n t h l y  schedu les .  
'These cover  ma ize  procurement ,  i n v e n t o r y  s t a t u s ,  p r o d u c t i o n ,  
p r o d u c t i o n  m i x ,  s a l e s ,  c o s t s  and revenues.  T h e i r  a n a l y s i s  p o r t r a y  
t h e  c o n d i t i o n  of yea r  t o  d a t e ,  c u r r e n t ,  and i n d i c a t e  t h e  f u t u r e .  
They form t h e  b a s i s  f o r  b o t h  f u t u r e  s t r a t e g i e s  and d a i l y  t a c t i c s .  
No d e c i s i o n  a f f e c t i n g  t h e  f u t u r e  of NMC can be more i m p o r t a n t  
t han  p e r s o n n e l  i n  MOAC becoming i n v o l v e d  i n  o v e r s i g h t  of  t h e  
o p e r a t i o n .  

O v e r s i g h t  r e s p o n s i b i l i t i e s  do n o t  i n c l u d e  any i n t r u s i o n  i n t o  
d a i l y  o p e r a t i n g  d e c i s i o n  making.  Ra the r ,  t h e  r e s p o n s i b i l i t i e s  a r e  
i n  t h e  a r e a  o f  a s s u r i n g  t h a t  s t r a t e g i e s  and o p e r a t i n g  
p r o c u r e d u r e s  con fo rm t o  t h e  agreement b o t h  i n  l e t t e r  and i n t e n t .  

An example of s t r a t e g i e s  i s  t h e  s t a t e d  i n t e n t  by Swaki t o  make 
l i g u g u  t h e  s t a n d a r d  p r o d u c t ,  e f f e c t i v e l y  r e d u c i n g  p r o d u c t i o n  o f  
s i f t e d  and u n s i f t e d  mea l .  'There i s  l i t t l e  q u e s t i o n  b u t  t h a t  t h e  
r e a l i z a t i o n  o f  t h i s  aim would add c o n s i d e r a b l y  t o  t h e  
p r o f i t a b i l i t y  o f  NMC. B u t  t h e r e  a r e  r a m i f i c a t i o n  t o  c o n s i d e r .  The 
a v a i l a b i l i t y  o f  s i f t e d  and u n s i f t e d  mea l  f rom t h i s  p a r t i c u l a r  
source  may o r  may n o t  impact  upon t h e  p r i c e  s t r u c t u r e  of t hose  
p r o d u c t s .  I t  may be i n  t h e  N a t i o n a l  i n t e r e s t  t o  have p r o d u c t  
f r o m  t h i s  s o u r c e  a lways  a v a i l a b l e .  



O p e r a t i n g  p r o c e d u r e s  govern e f f i c i e n c i e s .  As t h e  management 
agreement r e q u i r e s  NhIC t o  pay a l l  o p e r a t i n g  expenses and overhead 
burdens t h e s e  charges  shou ld  be r e v i e w e d  on a  c o n t i ~ u i n g  b a s i s .  
D e v i a t i o n s  f rom t h e  norm s h o u l d  be i d e n t i f i e d  i n  d e t a i l  and 
e x p l a i n e d .  

To p e r f o r m  t h e s e  o v e r s i g h t  f u n c t i o n  a  person must be 
knowledgeab le  i n  a l l  a reas  of  b u s i n e s s .  A sense of u rgency  i n  
a t t e n d a n t  t o  an appo in tment  of  a  l i a i s o n ,  M r .  John Masson, l i k e l y  
t h e  most i n fo rmed  person i n  r e g a r d  t o  t o t a l  o p e r a t i o n  i n  t h e  
c o u n t r y ,  i s  two  yea rs  away from r e t i r e m e n t .  P r e s e n t l y  he does a l l  
o f  t h e  ma ize  procurement  and a l l  o f  t h e  p r o d u c t  s e l l i n g .  He 
m o n i t o r s ,  i n  an a d m i n i s t r a t i v e  c a p a c i t y ,  t h e  m i l l  o p e r a t i o n .  To 
t a k e  advantage of h i s  e x p e r i e n c e  and e x p e r t i s e  a  l i a i s o n  s h o u l d  
be s e l e c t e d  as  soon as i s  p o s s i b l e .  

The management agreement i n c l u d e  some i t e m s  t h a t  a r e  w o r t h y  o f  
rev iew  and pe rhaps  n e g o t i a t i o n  i n  an e x t e n s i o n  o f  t h e  c u r r e n t  
c o n t r a c t .  The f i n i s h e d  p r o d u c t s  a r e  s o l d  t o  w h o l e s a l e r s  o f  whom 
t h e r e  a r e  o n l y  two.  The l a r g e r  of t h e s e  i s  Swaki .  A d i s c o u n t  
r a n g i n g  up t o  4% i s  g i v e n  on t h e  b a s i s  o f  volume. t h e  base volume 
i s  250 t o n s  p e r  month. W i t h  o n l y  two  b u y e r s  and t h e  s m a l l  base, 
a l l  t h e  s a l e s  c a r r y  t h e  d i s c o u n t  and averages  about  3Y%. The 
j u s t i f i c a t i o n  f o r  t h e  volume d i s c o u n t  i s  t o  l i m i t  t h e  number o f  
buyers .  T h i s ,  i n  t u r n ,  reduces  r i s k  a g a i n s t  bad d e b t s  and 
promotes more p o s i t i v e  c o n t r o l .  I n  t h e o r y  t h a t  shou ld  s e r v e  t o  
m i n i m i z e  t h e  a d m i n i s t r a t i v e  overhead burden.  Whether o r  n o t  i t  
does t h a t  i s  s u b j e c t  t o  q u e s t i o n .  On annua l  s a l e s  i n  t h e  
magni tude of  E15,000,000 t h e  d i s c o u n t s  have an average v a l u e  t o  
t h e  w h o l e s a l e r s  of  E525,OOO. Payment te rms.  a r e  f o r  t h i r t y  days  
b u t  o f t e n  s t r e t c h  t o  f o r t y .  S low pay makes f o r  cash f l o w  
d i f f i c u l t i e s  and r e s u l t s  i n  t h e  n e c e s s i t y  t o  bo r row  funds .  F o r  
t h e  31 March  1987 year  i n t e r e s t s  were more t h a n  E300,OOO. 

Sa les  d i s c o u n t s  a r e  normal  i n  consumer p r o d u c t  merchand is ing .  B u t  
t h e r e  s h o u l d  be e q u i t y  - someth ing  of  t a n g e a b l e  v a l u e  i n  exchange 
f o r  f i n a n c i a l  b e n e f i t .  L i m i t i n g  r i s k  of  bad d e b t s  seems t o  be a  
weak j u s t  if i c a t  i o n  f o r  t h e  s a l e s  p o l i c y  i n  t h i s  p a r t i c u l a r  
i n s t a n c e .  The bad d e b t  r i s k  s h o u l d  be v e r y  s m a l l  if a t  a l l  when 
t h e  government  i s  t h e  s e l l e r .  The v e r y  f a c t  t h a t  i t  i s  t h e  
government has a  p o w e r f u l  i n f l u e n c e  upon any buye r .  t h e  
government i s  t h e  v e r y  l a s t  e n t i t y  an i n d i v i d u a l  wants t o  be i n  
deb t  t o .  A d i s c o u n t  f o r  e a r l y  payment p r o v i d e s  b e n e f i t s  t o  b o t h  
buyer  and s e l l e r .  Terms of 2 /10,  n e t  30 (2% d i s c o u n t  i f  p a i d  
w i t h i n  10 days,  f u l l  payment w i t h i n  30 d a y s )  a r e  most common. 
Based upon t h e  p r e c i d e n t  e s t a b l i s h e d ,  a  3Y% d i s c o u n t  f o r  payment 
w i t h i n  10 days  would be an improvement  o v e r  t h e  e x i s t i n g  p o l i c y .  
C o n s i d e r a t i o n  can be g i v e n  t o  a s s e s s i n g  p e n a l t i e s  f o r  l a t e  
payment. These would be a t  c u r r e n t  bank i n t e r e s t  r a t e s .  

A s i n g l e  l i n e  charge  i d e n t i f i e d  a s  "reimburseme-nt o f  
a d m i n i s t r a t i v e  c o s t s  needs f u r t h e r  i . d e n t i f i c a t i o n .  

For  t h e  y e a r  e n d i n g  31 March 1987 m i l l  o p e r a t i n g  c o s t s  t o t a l l e d  
E13,362,375. Of t h i s  E12,203,284 was maize  and E720,OOO was t h e  
l ease  c o s t s  wh ich  can be c o n s t r u e d  as  d e p r e c i a t i o n .  E l i m i n a t i n g  
these two i t e m s  we have E739,091 i n  d i r e c t  m i l l  o p e r a t i n g  



expenses. Overhead burdens t o t a l l e d  E486,599. I n c l u d e d  a r e  a u d i t  
f ees ,  bank charges ,  and i n t e r e s t  p a y a b l e  t h a t  a re  overheads n o t  
d i r e c t l y  s e r v i c i n g  t h e  p l a n t  o p e r a t i o n a l  c o s t s .  E l i m i n a t i n g  these  
p a r t i c u l a r  charges  reduces t h e  overhead burden t h a t  can be 
a t t r i b u t e d  d i r e c t l y  t o  ongoing o p e r a t i o n s  t o  E344.092. As 
d e f i n e d ,  t h e  a d m i n i s t r a t i v e  overhead burden r e p r e s e n t s  49.5% o f  
o p e r a t i n g  c o s t s .  

Recogn iz ing  t h a t  t h e r e  a r e  no p l a n t  s e r v i c e s  charged t o  an 
overhad ( n o n  p r o d u c t i v e  f u n c t i o n )  t h e  r e l a t i o n s h i p  of l e s s  t h a n  
50% t o  o p e r a t i n g  expenses i s  i n  t h e  g e n e r a l  a r e a  of  what one 
m igh t  a n t i c i p a t e  i s  t o  be. 

These overhead c o s t s  cover  a l l  s e r v i c e s  from g r a i n  procurement  
t h rough  s a l e s  i n c l u d i n g  a l l  o f  t h e  c o n t r o l  r e p o r t i n g .  I n c l u d e d  i s  
a  management (E18,900)  t h a t  i s  a  c h a r g e  f o r  o r g a n i z i n g  a l l  o f  t h e  
c l e r i c a l  and a d m i n i s t r a t i v e  s e r v i c e s .  

2. Ma ize  Procurement  

NMC purchase maize d e l i v e r e d  p l a n t  g a t e  w e i g h t s  and grades.  L o c a l  
maize i s  d e l i v e r e d  by t r u c k ,  bagged o r  b u l k .  L o t  s i z e s  g e n e r a l l y  
va ry  f r o m  one t o  ten  t o n s .  Bags a r e  g e n e r a l l y  70kg each. G r a i n  
must be c o o l  and sweet. The s t a n d a r d  m o i s t u r e  i s  12.5%. 
I n s p e c t i o n  a t  t h e  p l a n t  i n s u r e s  p r o p e r  q u a l i t y  b u t  t h e  g r a d i n g  i s  
no t  as  f o r m a l  as i t  i s  f o r  t h e  i m p o r t e d  g r a i n s .  Payment i s  made 
i n  cash a t  t h e  M a n z i n i  o f f i c e  t w i c e  a  day - l a t e  morn ing  and 
l a t e  a f t e r n o o n .  I t  i s  t h e  w r i t e r ' s  u n d e r s t a n d i n g  t h a t  g rades  
c o v e r i n g  t h e  q u a l i t y  s tandards  r e p r e s e n t e d  by m o i s t u r e  c o n t e n t ,  
damage, h e a t  damage, f o r e i g n  m a t e r i a l  and c o l o r e d  k e r n e l s  a r e  
b e i n g  deve loped  by NAMB. 

I m p o r t e d  maize i s  purchased on t h e  b a s i s  o f  RSA s p e c i f i c a t i o n s  
and s u b m i t t e d  sample. The purchase c o n t r a c t  i s  based upon a  
sample r e p r e s e n t a t i v e  o f  t h e  sh ipmen t .  Upon a r r i v a l  enough 
probes a r e  made t o  i n s u r e  t h e  g a t h e r i n g  of a  r e p r e s e n t a t i v e  
sample of t h e  sh ipment .  M o i s t u r e ,  damage, f o r e i g n  m a t e r i a l  and 
c o l o r e d  k e r n e l  a r e  compared t o  t h e  c o n t r a c t  sample. D e v i a t i o n s  
f r o m  t h e  sample a r e  t h e  b a s i s  f o r  e i t h e r  d i s c o u n t s  o r  r e j e c t i o n .  
The i m p o r t e d  maize i s  purchased t h r o u g h  b r o k e r s  who b e a r  t h e  
r e s p o n s i b i l i t y  and r i s k  f o r  c u r r e n c y  exchange, q u a l i f y  and 
t r a n s p o r t .  Purchases f r o m  t h e  R e p u b l i c  o f  South A f r i c a  a r e  an 
e x c e p t i o n  t o  t h i s  p rocedure .  I n  t h i s  i n s t a n c e  t h e  procurement  i s  
made t h r o u g h  t h e  South  A f r i c a n  Maize  Board.  That agency pe r fo rms  
as does t h e  b r o k e r .  

A 3% ad va lo rem d u t y  i s  assessed t o  i m p o r t e d  maize and c o l l e c t e d  
by NAMB. R e c o g n i z i n g  t h a t  t h e  g a z e t t e d  maize p r i c e  i s  a  f l o o r  
r a t h e r  t h a n  a  c e i l i n g  p r i c e ,  c o n s i d e r a t i o n  shou ld  be g i v e n  t o  
chang ing  t h e  method of assess ing  d u t y  on i m p o r t s .  A t h r e s h o l d  
p r i c e  e q u a l  t o  o r  r e l a t e d  t o  t h e  g a z e t t e d  p r i c e  m igh t  b e t t e r  
promote t h e  o b j e c t i v e s  of s e l f  s u f f i c i e n c y  w h i l e  p r o t e c t i n g  NMC 
from o u t s i d e  c o m p e t i t i o n .  F l u c t u a t i o n  i n  maize p r o d u c t i o n  i n  t h e  
s u r r o u n d i n g  c o u n t r i e s  i n p a c t  upon p r i c e  more s e v e r e l y  t h a n  t h e y  
do i n  Swaz i l and  due t o  t h e  l a r g e r  p r o d u c t i o n  base. F u r t h e r ,  t h e  



RSA maize boa rd  may make m e r c h a n d i s i n g  d e c i s i o n  a p a r t  f r o m  
p r o d u c t i o n  i n f l u e n c e s .  Under these  c i r c u m s t a n c e s  i t  i s  p o s s i b l e  
f o r  o u t s i d e  -maize t o  be o f f e r e d  a t  w ide  p r i c e  d ~ f f e r e n t i a l s  t o  
t h e  Swaz i l and  g a z e t t e d  p r i c e .  These were t h e  c i r cums tances  t h a t  
promoted t h e  u n f a v o r a b l e  m i l l i n g  o p e r a t i o n s  p r i o r  t o  1985.  

, 
Based upon a  g a z e t t e d  p r i c e  of say E360 pe r  t o n  we can make 
compar isons r e l a t i v e  t o  t h e  impac t  f rom an advalorem d u t y  and a  
t h r e s h h o l d  p r i c e .  

If i m p o r t  maize were o f f e r e d  a t  E340 p e r  t on ,  t h e  c u r r e n t  3% 
advalorem d u t y  wou ld  b r i n g  t h e  d e l i v e r e d  p r i c e  up t o  E350.20 
s t i l l  u n d e r c u t t i n g  t h e  minimum l o c a l  maize p r i c e  by a l m o s t  
E1O.OO. A t h r e s h o l d  p r i c e  o f  E360 p r o v i d e s  p a r i t y  w i t h  t h e  
minimum l o c a l  p r i c e  th rough  t h e  v a r i a b l e  l e v y ,  i n  t h i s  i n s t a n c e ,  
o f  E20.00. 

I n  t h e  even t  i m p o r t  maize o f f e r s  exceeded t h e  l o c a l  minimum p r i c e  
t h e r e  would be no l e v y  b u t  l i k e l y  no marke t  e i t h e r  because of  t h e  
n o n - c o m p e t i t i v e  p r i c e .  Such e v e n t u a l i t y  s t r e n g t h e n  t h e  i n c e n t i v e s  
f o r  l o c a l  p r o d u c t i o n .  

The d u t y  on schedu led  p r o d u c t  i m p o r t s ,  i n  some i n s t a n c e s ,  has 
been viewed as a  re'venue, sou rce  i n  f u n d i n g  t h e  N a t i o n a l  
A g r i c u l t u r a l  M a r k e t i n g  Board. W h i l e  t h e  Board does make use of  
t hese  funds t h e y  shou ld  r a t h e r  be dependent upon t h e  f e e s  
o b t a i n e d  f o r  . t h e i r  s e r v i c e s .  T h i s  promotes i n c e n t i v e s  f o r  
e f f i c i e n c i e s  and p r o d u c t i v e  a c t i v i t i e s  whereas t h e  d u t i e s  do n o t .  

Except  f o r  t h e  h a r v e s t  peak s u r p l u s ,  t h e  g a z e t t e d  p r i c e  w i l l  n o t  
a t t r a c t  l o c a l  g r a i n .  T h i s  s i t u a t i o n  sugges ts  a  c o n d i t i o n  of l e s s  
than  s e l f - s u f f i c i e n c y  over  t h e  e n t i r e  y e a r .  U n t i l  t h i s  c o n d i t i o n  
changes t o  one of l o n g e r  l a s t i n g  s u r p l u s e s  t h e r e  i s  no p a r t i c u l a r  
b e n e f i t  i n  p u r c h a s i n g  maize a t  p r i c e s  t h a t  r e f l e c t  c a r r y i n g  
charges .  A l s o  i t  i s  u n l i k e l y  t h a t  t h e  GSU f a c i l i t i e s  w i l l  be 
f u l l y  u t i l i z e d  u n t i l  s e l f - s u f f i c i e n c y  on an annua l  b a s i s  i s  
ach ieved.  

3. C e n t r a l  C o o ~ e r a t i v e s  Un ion  

The C e n t r a l  C o o p e r a t i v e s  Un ion  i s  t h e  "mother "  board  o f  t h e  f o u r  
a g r i c u l t u r a l  d i s t r i c t  u n i o n s  who s e r v i c e  t h e  many p r i m a r y  
s o c i e t i e s .  The CCU was p a r t l y  funded by dues f rom t h e  d i s t r i c t  
un ions .  These r e g i o n a l  u n i o n s  p r e s e n t l y  e x i s t  i n  name o n l y  and 
have ceased t h e i r  suppor t  t o  t h e  CCU. The CCU c o n t i n u e  i t s  
s u p p o r t s  t o  t h e  fa rmers  b u t  now a c t s  th rough  t h e  p r i m a r y  
s o c i e t i e s ,  by-pass ing  t h e  d i s t r i c t  u n i o n s .  

CCU s e r v i c e s  t h e  farmer th rough  s a l e s  o f  p r o d u c t i o n  i n p u t s ,  i . e .  
seed, f e r t i l i z e r ,  p e s t i c i d e s ,  h e r b i c i d e s  and s m a l l  imp lements .  
A l l  t r a n s a c t i o n s  a r e  on an e q u i v a l e n t  cash b a s i s  w i t h  revenues  
adequate t o  cove r  expenses and accummulate a  s m a l l  s u r p l u s .  



The fa rmer  genera tes  t h e  cash t o  pay f o r  t h e  i n p u t s  t h r o u g h  a  
bank l oan ;  t h e  bank c r e d i t s  CCU's accoun t  and l o o k s  t o  t h e  f a r m e r  
f o r  repaymest .  

Some yea rs  ago s a l e s  were made on c r e d i t .  Over a  p e r i o d  of  t i m e  
bad deb ts ,  w i t h  a t t e n d a n t  i n t e r e s t ,  grew t o  E3.5 m i l l i o n .  T h i s  
o l d  d e b t  i s  a  c o n s t r a i n t  t o  p r e s e n t  and f u t u r e  l o a n  procurement .  
F u r t h e r  i t  i s  a  b a r r i e r  t o  i n v o l v i n g  t h e  farmer th rough  sha re  
s a l e s  as t h e  p o t e n t i a l  f o r  d i v i d e n d  d i s t r i b u t i o n  i s  remote.  

CCU f e e l s  i t  c o u l d  c o n t r i b u t e  toward  t h e  n a t i o n a l  o b j e c t i v e  o f  
maize s e l f - s u f f i c i e n c y  i f  i t  c o u l d  m a r k e t ,  e s p e c i a l l y  t h e  s m a l l  
f a r m e r ' s ,  ma ize  s u r p l u s .  They f e e l  t h e r e  a r e  p roduce rs  t o  whom 
t h e y  s e l l  i n p u t s  who would i n c r e a s e  i n p u t s  if t h e y  had a  
c o n t i n u i n g ,  r e l i a b l e  market  f o r  t h e  a n t i c i p a t e d  p r o d u c t i o n  
s u r p l u s .  CCU would l i k e  t o  r e p r e s e n t  t h a t  marke t .  CCU does n o t  
con temp la te ,  n o r  d e s i r e ,  t o  become a  maize merchand iser  i n  t h e  
commercia l  sense. Rather  t h e y  see t h i s  e x e r c i s e  as a  l i n k  i n  
s u p p l y i n g  maize  t o  NMC. 

L a s t  year  (1987-88 c r o p  season) p r o c e d u r e s  were deve loped t o  
supp ly  maize t o  NMC. By t h e  t i m e  t h e  d i f f i c u l t  f i n a n c i n g  d e t a i l s  
were s a t i s f i e d ,  t h e  l o c a l  movement o f  maize was o v e r .  'This 
p a r t i c u l a r  program c o n s i s t e d  of CCU b u y i n g  maize a t  t h e  farm g a t e  
a t  t h e  g a z e t t e d  p r i c e .  The bags wou ld  be moved t o  a  l o c a l  
t r a n s i t  g a t h e r i n g  p o i n t  where t r u c k  l o a d  l o t s  would be 
accummulated. . T r a n s p o r t  t o  t h e  m i l l  would be ar ranged.  NMC 
would pay CCU t h e  g a z e t t e d  p r i c e  p l u s  t r a n s p o r t  p l u s  a  h a n d l i n g  
fee of E4.30 p e r  t o n .  

I n  p r e p a r a t i o n  f o r  the.1988-89 maize season a  p r e l i m i n a r y  c o n t a c t  
has been made w i t h  t h e  NAMB a d v i s o r .  No program has as y e t  begun 
t o  be deve loped by  CCU. 

A program such as t h i s  shou ld  b e g i n ,  as CCU sugges ts ,  a t  t h e  t i m e  
t h e y  a r e  s e l l i n g  i n p u t s  t o  t h e  f a r m e r .  Based on a l l  p a s t  
expe r iences ,  t h e  m i l l  would have no d i f f i c u l t y  i n  a b s o r b i n g  
whatever  volume i s  l i k e l y  t o  be genera ted .  The f a c t  t h a t  t h e  
g a z e t t e d  p r i c e  may change shou ld  n o t  be a  d e t e r a n t .  P r i c e  can be  
s u b j e c t  t o  such change. The b i g  c o n s t r a i n t  i s  t h e  pour  c r e d i t  
r a t i n g  o f  CCU. 

I t  i s  suggested t h a t  t h e  CCU scheme be t e s t e d  on a  s m a l l  s c a l e  i n  
a  p a r t i c u l a r  a rea .  I f  t h e  r e a l i z a t i o n  measure up t o  e x p e c t a t i o n  
of  i n c r e a s e d  p r o d u c t i o n  t h e  program c o u l d  be expanded. To a t t a i n  
f u l l  p o t e n t i a l  t h r o u g h  CCU t h e  q u e s t i o n  of  t h e i r  o u t s t a n d i n g  d e b t  
must be r e s o l v e d .  The amount i s  such t h a t  t h e  f e a s i b i l i t y  o f  CCU 
pay ing  i t  o f f  i s  remote.  W i t h o u t  r e s o l u t i o n  CCU i s  hand icapped 
i n  p r o v i d i n g  s e r v i c e s  and unab le  t o  embrace fa rmers  as  f u l l  
p a r t i c i p a t i n g  dues p a y i n g  members. I t  i s  n o t e w o r t h y  t h a t  CCU i s  
p r e s e n t l y  a  v i a b l e ,  economic e n t i t y .  

C u r r e n t l y  CCU's o n l y  commercia l  v e n t u r e  i n  maize buy ing  i s  t o  
b a r t e r  i n p u t s  f o r  maize w i t h  t h e  Ch inese A g r i c u l t u r a l  M i s s i o n .  



4 .  Feed M i x i n g  

-- 
The o n l y  f e e d  m i x i n g  f a c i l i t y  i n  S w a z i l a n d  i s  l o c a t e d  i n  Matsapa .  

t ' s  c a p a c i t y  i s  s l i g h t l y  l e s s  t h a n  two t o n s  p e r  h o u r .  N o r m a l l y  
he p l a n t  works  an e i g h t  h o u r  day .  R a t i o n s  a r e  m i x e d  f o r  p o u l t r y ,  
a i r y  cows and hogs .  The m i x e r  uses  hominy chop f r o m  NMC o n l y  i n  

t h e  d a i r y  r a t i o n s .  Demand f o r  t h e  chop ave rages  a b o u t  t w e l v e  t o n s  
p e r  month p r i c e d  a t  E270 p e r  t o n .  As t h e  chop v a l u e  i s  based  upon 
ma ize  t h i s  p r i c e  r e f l e c t s  a  g e n e r a l  l e v e l  o f  E325 p e r  t o n  f o r  
i m p o r t e d  m a i z e .  

The g r e a t e s t  demand f o r  compounded r a t i o n s  i s  f o r  t h e  p o u l t r y  
i n d u s t r y .  O r d i n a r i l y  one e x p e c t s  a  s u b s t i t u t i o n  o f  hominy  chop  
f o r  ma ize  i n  t h e  f o r m u l a .  The m i x e r  c l a i m s  t h e  t e x t u r e  o f  t h e  
hominy chop i s  t o o  c o a r s e  t o  b l e n d  u n i f o r m a l l y  w i t h  t h e  o t h e r  
i n g r e d i e n t s .  

I f  t h e  t e x t u r e  p r o b l e m  can be r e s o l v e d  t h e  feed  m i l l  w i l l  i n c l u d e  
t h e  hominy chop i n  t h e i r  p o u l t r y  r a t i o n s .  T h i s  w o u l d  imp rove  
r e t u r n s  t o  NMC on t h a t  p r o d u c t  some s e v e n t y  t o  e i g h t l y  ema langen i  
p e r  t o n .  A l t e r n a t i v e s  t o  s i z e  t h e  chop t o  cus tomer  d e s i r e s  s h o u l d  
be e v a l u a t e d .  These '  m i g h t  i n c l u d e  f u r t h e r  m i l l i n g  o r  even 
p e l l e t i z i n g  if t h e  demand w a r r a n t e d  t h e  r e q u i r e d  a d d i t i o n a l  
c o s t s .  

5. N a t i o n a l  A a r i c u l t u r a l  M a r k e t i n q  Boa rd  

E s t a b l i s h e d  by  A c t  b y  t h e  Rege.nt and P a r l i a m e n t  on 11 November 
1985 i n t o  o p e r a t i o n  (members o f  Board  a p p o i n t e d )  May 1, 1986.  Ten 
Board  members a p p o i n t e d  by  M i n i s t e r  o f  MOAC 

1. Chai rman 
2. R e p r e s e n t a t i v e  f rom M i n i s t r y  o f  A g r i c u l t u r e  and 

C o o p e r a t i v e s  
3. R e p r e s e n t a t i v e  f r om M i n i s t r y  o f .Commerce & T o u r i s m  
4 .  R e p r e s e n t a t i v e  of  t h e  C e n t r a l  C o o p e r a t i v e s  U n i o n  
5 .  One pe rson  r e p r e s e n t i n g  r e t a i l e r s  of  f r u i t s  and 

v e g e t a b l e s  
6.  Three  p e r s o n s  r e p r e s e n t i n g  f a rmers  
7. Two p e r s o n s  of  such  q u a l i f i c a t i o n s  and who s h a l l  

r e p r e s e n t  such  o r g a n i z a t i o n s  as  t h e  M i n i s t e r  may 
d e t e r m i n e  

8.  I n  a d d i t i o n  t h e  M i n i s t e r  a p p o i n t s  a  p u b l i c  o f f i c e r  t o  
be t h e  E x e c u t i v e  O f f i c e r  and S e c r e t a r y  of  t h e  Board .  

F u n c t i o n s  of  t h e  Boa rd  

1. R e g i s t e r  w h o l e s a l e  d i s t r i b u t o r s ,  i m p o r t e r s  and e x p o r t e r s  o f  
schedu led  p r o d u c t s .  

2. F a c i l i t a t e  i n  such  manners as  i t  may c o n s i d e r  a p p r o p r i a t e ,  
t h e  p r o d u c t  i o n ,  p r o c e s s i n g ,  s t o r a g e ,  t r a n s p o r a t i o n ,  
d i s t r i b u t i o n  and s a l e  o f  schedu led  p r o d u c t s .  



3. Where r e q u i r e d  t o  do so, a d v i s e  Government i n  a l l  m a t t e r s  
r e l a t e d  t o  a v a i l a b i l i t y  o f  and demand f o r  schedu led  
Droduc f  s .  

4 .  P e r f o r m  o t h e r  f u n c t i o n s  t o  be d e t e r m i n e d  by t h e  M i n i s t e r .  

Powers o f  t h e  Board 

I n  t h e  e x e r c i s e  o f  i t s  f u n c t i o n s  t h e  Board  may: 

1. R e q u i r e  any i m p o r t e r / e x p o r t e r  of schedu led  p r o d u c t s  t o  
r e g i s t e r s  w i t h  Board and o b t a i n  a  p e r m i t  f rom Board.  

2. Nominate  and empower any  p e r s o n  on body t o  i m p o r t / e x p o r t  
schedu led  p r o d u c t s .  

3. De te rm ine  t h e  q u a n t i t y ,  q u a l i t y ,  g rade o r  c l a s s  of schedu led  
p r o d u c t s  t h a t  s h a l l  be s u b j e c t  t o  c o n t r o l  and d e s i g n a t e  
p l a c e  and manner of d i s t r i b u t i o n  of  schedu led  p r o d u c t s .  

4 .  R e q u i r e  f r o m  any pe rson  i n f o r m a t i o n  r e l a t i n g  t o  sou rces ,  
t y p e ,  g rade ,  q u a n t i t y  and p r i c e  of  schedu led  p r o d u c t s .  

5 .  P r e s c r i b e  and c o l l e c t  p e r m i t  f ees  and i m p o r t  such l e v y  as 
may be a p p r o p r i a t e  on t h e  v a l u e  of  schedu led  p r o d u c t s .  

The NAMB t h r o u g h  e x e r c i s i n g  i t s  a u t h o r i t y  t o  i s s u e  i m p o r t  p e r m i t s  
f o r  maize and maize  p r o d u c t s  has e f f e c t i v e l y  s h e l t e r e d  NMC f rom 
o u t s i d e  c o m p e t i t i o n .  T h i s  has  p e r m i t t e d  NMC t o  become a  v i a b l e ,  
p r o f i t a b l e  o r g a n i z a t i o n .  T h i s  p r o t e c t i o n  a l s o  se rves  as an 
i n c e n t i v e  t o  t h e  l o c a l  p r o d u c e r s  t o  i n c r e a s e  p l a n t i n g s  and 
improve  y i e l d s .  U n t i l  p r o d u c t ' i v i t  y  i n  Swaz i l and  approaches t h a t  
i n  t h e  s u r r o u n d i n g  a reas ,  i m p o r t  p r o t e c t i o n  w i l l  be r e q u i r e d .  



F. REVISED MANAGEMENT AGREEMENT 

.The a t t a c h e d  agreement c o v e r i r ~ g  t h e  p e r i o d  1  June 1987 t o  31 May 
1988 c a n .  be renewed f o r  a  two  yea r  p e r i o d .  T h i s  p e r i o d  i s  t h e  
l i k e l y  minimum t i m e  necessa ry  f o r  p e r s o n n e l  w i t h i n  t h e  m i n i s t r y  
t o  become knowledgeab le  enough abou t  t h e  b u s i n e s s  t o  c o n t r i b u t e  
t o  d e c i s i o n  making.  I n  o r d e r  t o  s e l e c t  t h e  p r o p e r  f u t u r e  p o l i c y  
f rom t h e  a l t e r n a t i v e s  of  o w n e r s h i p ,  p r i v a t i z a t i o n  o r  c o n t i n u e d  
management agreements b e t t e r  u n d e r s t a n d i n g  o f  t h e  i n d u s t r y ' s  
commerc ia l  a s p e c t s  i s  r e q u i r e d .  F u r t h e r ,  M r  John Masson, t h e  key  
pe rson  i n  t h e  o v e r a l l  o p e r a t i o n s ,  w i l l  r e t i r e  i n  two y e a r s .  I t  
i s  b e n e f i c i a l  t o  a g g r e s s i v e l y  t a k e  advantage of  h i s  p a r t i c u l a r  
e x p e r i e n c e  and e x p e r t i s e  w h i l e  i t  i s  s t i l l  a v a i l a b l e .  

C lause 2  can be m o r d i f  i e d  t o  read : -  Swaki he reby  l e a s e s  t o  NMC 
t h e  b u i l d i n g s ,  mach ine ry  and equ ipment  a t  Matsacha I n d u s t r i a l  
E s t a t e  ( " t h e  M i l l " )  f o r  t h e  p e r i o d  a t  a  r e n t a l  G* E420,OOO p e r  
annum l e s s  booked d e p r e c i a t i o n .  'The d e p r e c i a t i o n  c r e d i t  s h a l l  
n o t  exceed cha rges  f o r  r e p a i r s  and ma in tenance .  The r e n t a l  s h a l l  
be payab le  i n  m o n t h l y  i n s t a l m e n t s .  However, if NMC and Swak i  
d e c i d e  t h a t  i t  i s  necessary ,  a t  any  t i m e ,  t o  i n c u r  e x p e n d i t u r e  o f  
a  c a p i t a l  n a t u r e  on t h e ' m i l l ,  t h e  l e a s e  r e n t a l  s h a l l  be i n c r e a s e d  
by  15% of  such e x p e n d i t u r e  w i t h  e f f e c t  f rom t h e  d a t e  of  such 
e x p e n d i t u r e .  F i n a n c i n g  f o r  such i n v e s t m e n t  w i l l  be t h e  
r e s p o n s i b i l i t y  o f  Swaki .  C a p i t a l  e x p e n d i t u r e s  w i l l  be app roved  
o n l y  if t h e  r e t u r n  f rom t h e  i n v e s t m e n t  a r e  a t  l e a s t  30% a f t e r  a l l  
o p e r a t i n g  c o s t s .  No l a b o r  s a v i n g  i n v e s t m e n t s  w i l l  be c o n s i d e r e d .  

C lause 3 . 1  s h o u l d  c o v e r '  t h e  p e r i o d  1 June 1988 t o  31 May 1989.  

To C lause  3 .2  add:- These r e s p o n s i b i l i t i e s  c o v e r  d e c i s i o n  mak ing  
i n  r e g a r d  t o  t a c t i c s  o r  d a i l y  o p e r a t i o n .  I t  does n o t  p r e c l u d e  
NMC f r o m  e x e r c i z i n g  i t s  o v e r s i g h t  r e s p o n s i b i l i t i e s  i n  m o n i t o r i n g  
t h e  m o n t h l y  r e s u l t s  and p a r t i c i p a t i n g  i n  f o r m u l a t i n g  f o r e w a r d  
s t r a t e g i e s .  

To C lause  3 .5  d e l e t e  t h e  l a s t  sen tence ,  t o  w i t : -  The l a t t e r  
amount w i l l  be a d j u s t e d  a n n u a l l y  on 1 s t  June, i n  accordance w i t h  
cha rges  i n  t h e  most r e c e n t  ' A '  p r i c e  i ndex  of  t h e  C e n t r a l  
S t a t i s t i c a l  O f f  i c e .  

C lause 3 . 8  s h a l l  r ead : -  Swaki  w i l l  p r e p a r e  m o n t h l y  management 
c o n t r o l  a c c o u n t s  i n  r e s p e c t  of t h e  o p e r a t i o n  of  t h e  M i l l  wh i ch  
accoun ts  s h a l l  i n c l u d e  a  r e p o r t  on whole maize produced l o c a l l y  
and i m p o r t e d ;  i n v e n t o r y  and i t s  v a l u e ;  c o s t s  compared t o  b u d g e t ;  
s a l e s  volume and revenue;  a  c r i t i q u e  of r e s u l t s ;  and an 
i n d i c a t i o n  f o r  t h e  immedia te  f u t u r e  p e r i o d .  Cop ies  o f  such 
r e p o r t s  s h a l l  be f u r n i s h e d  t o  t h e  Board  of  NMC w i t h i n  10 days  
a f t e r  each month end. Swak i  w i l l  make a v a i l a b e  a t  r e a s o n a b l e  
t i m e s  f o r  boa rd  mee t i ngs  o f  NMC such members o f  i t s  management 
s t a f f  on t h e  boa rd  s h a l l  r e a s o n a b l y  r e q u e s t .  NMC r e s e r v e s  t h e  
r i g h t  t o  a u d i t  o r  have a u d i t e d  t h e  per fo rmance and /o r  r e s u l t s  a t  
any t i m e  d u r i n g  t h e  p e r i o d .  NMC w i l l  p r o v i d e  p o l i c y  gu idance  i n  
a r e a s  t h a t  impact  upon t h e  n a t i o n a l  i n t e r e s t ,  e s p e c i a l l y  i n  
r e g a r d  t o  l o c a l  g r a i n  p rocurement  and p r o d u c t  s a l e s .  



Clause  5 ( a )  and ( b )  s h a l l  r e a d : -  NMC and Swak i  s h a l l  have t h e  
r i g h t  t o  t e r m i n a t e  t h i s  agreement  p r i o r  t o  t h e  e x p i r y  o f  t h e  
p e r i o d  by  g i v i n g  t h e  o t h e r  p a r t y  t w e l v e  months  n o t i c e  o f  i t s  
i n t e n t i o n  t o  do so.  If n e i t h e r  p a r t y  t a k e s  such  a c t i o n  b e f o r e  31 
March  1990,  n o t i c e  o f  i n t e n t i o n  t o  e x t e n d  t h e  agreement  w i l l  be 
g i v e n  and n e g o t i a t i o n s  f o r  such  e x t e n t i o n  w i 3 1  commence. 

C l a u s e  7 s h a l l  r ead : -  Swak i  a g r e e s ,  if so  r e q u i r e d  b y  t h e  
government ,  t o  c a r r y  o u t  f e a s e b i l i t y  s t u d i e s  and f u r n i s h  r e p o r t s  
on i t e m s  i n h e r e n t  t o  t h e  i n d u s t r y  and p o t e n t i a l l y  b e n e f i c i a l  t o  
t h e  M i l l  o p e r a t i o n .  Those c l a u s e s  n o t  s p e c i f i c a l l y  i d e n t i f i e d  
above a r e  assumed t o  r e a s o n a b l e  w i t h o u t  c h a r g e .  



A G R E E M E N T  

b e t w e e n  

N A T I O N A L  M A I Z E  C O R P O R A T I O N  ( P T Y )  ' L I M I T E D  'I N M C  'I 
and  

S Y A K I  I N V E S T M E N T  C O R P O R A T I O N  ( P T Y )  L I W I T E D  " Swaki  *' 
h e r e i n  r e p r e s e n t e d  by J . R .  Masson d u l y  

a u t h o r i s e d  h e r e t o  by a  r e s o l u t i o n  o f  t h e  

Board o f  D i r e c t o r s  o f  t h e  company p a s s e d  

a t  Manz in i  on t h e  2 6 t h  day  o f  J u n e  1 9 8 5  

W H E R E A S :  

, The N M C  h a s  made a r r a n g e m e n t s  w i t h  Swaki whereby  t h e  M i l l  

9. r i l l  c o n t i n u e  t o  o p e r a t e  f o r  t h e  p e r i o d  1st J u n e  1 9 8 7  
68 

t o  3 1 s t  May 1 9 8 2  ( " t h e  p e r i o d w ) .  

t4OV T H C R E F B R E  I T  IS A G R E E D  AS FOLLOWS: 
-. -------------- ------ ----- 
1 .  I t  is a  c o n d i t i o n  p r e c e d e n t  t o  t h i s  a g r e e m e n t  t h a t  i t  

s h a l l  have  b e e n  s i g n e d  by b o t h  p a r t i e s  and  s h a l l  h a v e  

become f u l l y  e f f e c t i v e  by n o t  l a t e r  t h a n  3 0 t h  May 1 9 8 7 .  

2 .  Swaki h e r e b y  l e a s e s  t o  NMC t h e  b u i l d i n g s ,  m a c h i n e r y  

and e q u i p m e n t  a t  M a t s a p h a  I n d u s t r i a l  E s t a t e  ( " t h e  M i l l " )  

f o r  t h e  p e r i o d  a t  a  r e n t a l  o f  E420,OOO p e r  annum. The 

r e n t a l  s h a l l  b e  p a y a b l e  i n  month ly  i n s t a l n e n t s .  K o u e v e r ,  

i f  N M C  and S r a k i  d e c i d e  t h a t  i t  i s  n e c e s s a r y ,  a t  any  

t i m e ,  t o  i n c u r  e x p e n d i t u r e  o f  a  E a p i t a l  n a t u r e  o n  t h e  

M i l l .  t h e  l e a s e  r e n t a l  s h a l l  be i n c r e a s e d  by  15% of s u c h  

e x p e n d i t u r e  w i t h  e f f e c t  f rom t h e  d a t e  o f  s u c h  e x p e n d i t u r e .  

3 .  N M C  h e r e b y  a p p o i n t s  S w a k i  a s  i t s  Manager o f  t h e  M i l l  

d u r i n g  t h e  p e r i o d  on  t h e  f o l l o w i n g  t e r m s  and  c o n d i t i o n s .  

3.1 I n  a n t i c i p a t i o n  o f  t h i s  a g r e e m e n t  coming i n t o  e f f e c t  

Swaki h a s  p r e p a r e d  a  b u d g e t  f o r  t h e  o p e r a t i o n  o f  t h e  

M i l l  f o r  t h e  f i r s t  t w e l v e  month p e r i o d ,  1st J u n e  1 9 8 7  

t o  3 1 s t  May 1 9 8 8 .  A c o p y  i s  h e r e u n t o  a t t a c h e d  as 

Annexure  " A " .  The p a r t i e s  a g r e e  t h a t  t h e  b u d g e t ,  as 

f a r  a s  p o s s i b l e ,  s h a l l  b e  t h e  b a s i s  on w h i c h  t h e  m i l l  

s h a l l  be r u n .  B o t h  t h e  Government  and  NMC a c k n o w l e d g e  
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t h a t  t h e  u n d e r l y i n g  b a i i s  o n  w h i c h  t h e  b u d g e t  has b e e n  

s t r u c t u r e d  i s  t h a t  t h e  M i l l  w i l l  h a v e  e u f f i c i e n t  ' s a l e s  

v o l u m e  f r o m  m i l l  p r o d u c t i o n  a n d  i m p o r t s  t o  c o v e r  i t s  - .  

o p e r a t i n g  c o s t s  a n d  o v e r h e a d s .  

3 .2  S w a k i  s h a l l  h a v e  t h e  s o l e  r e s p o n s i b i l i t y  t o  o p e r a t e  t h e  

M i l l  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  t h e  p u r c h a s e ,  

t r a n s p o r t a t i o n ,  a n d  m i l l i n g  o f  w h o l e  m a i z e  i n t o  v a r i o u s  

m a i z e  p r o d u c t s ,  t h e  s a l e  a n d  t r a n s p o r t a t i o n  o f  s u c h  

p r o d u c t s ,  a d m i n i s t r a t i o n  a n d  a c c o u n t i n g ,  t h e  c o l l e c t i o n  

a n d  d e p o s i t i n g  o f  t h e  p r o c e e d s  o f  a l l  s a l e s  i n c l u d i n g  

a n y  n e c e s s a r y  l e g a l  p r o c e e d i n g s  a n d  t h e  p a y m e n t  o f  a l l  

l i a b i l i t i e s  i n c u r r r e d  i n  c o n n e c t i o n  w i t h  t h e  o p e r a t i o n  o f  

t h e  M i l l .  

3 .3  S w a k i  s h a l l  e n s u r e  t h a t  a d e q u a t e  a n d  a p p r o p r i a t e  i n s u r a n c e  

c o v e r  i s  e s t a b l i s h e d  o n  b e h a l f  o f  NMC a r i s i n g  f r o m  t h e  

o p e r a t i o n  o f  t h e  M i l l  a n d  i n  p a r t i c u l a r  i n  r e s p e c t  of a n y  

l i a b i l i t y  w h i c h  N U C  may i n c u r  t o  t h i r d  p a r t i e s  a r i s i n g  

o u t  o f  a n y  d e f e c t  i n  t h e  M i l l ' s  p r o d u c t s .  

3 . 4  S w a k i  s h a l l  c a u s e  a  b a n k  a c c o u n t  t o  b e  o p e n e d  i n  t h e  name 

o f  N M C ,  a n d  s h a l  s e c u r e  t h e  f i n a n c e ,  by way o f  o v e r d r a f t  

f a c i l i t i e s  i f  n e c e s s a r y ,  t o  c o v e r  t h e  n o r x a ?  w o r k i n g  c a p i t a l  

r e q u i r e m e n t s  o f  N W C ,  e s t i m a t e d  by Swak i  t o  b e  o f  t h e  o r d e r  

o f  E 3 . 0  m i l l i o n .  T h i s  e x c l u d e s  s e a s o n a l  r e q u i r e m e n t s  f o r  

t h e  p u r c h a s e  by  N M C  o f  m a i z e  s u r p l u s  t o  the Will's i m m e d i a t e  

r e q u i r e m e n t s ,  w h i c h  s h a l l  b e  t h e  s u b j e c t  o f  s e p a r a t e  f i n a n c i n g  

a r r a n g e m e n t s .  The  G o v e r n m e n t  u n d e r t a k e s ,  i f  n e c e s s a r y ,  t o  

g u a r a n t e e  t o  t h e  l e n d e r  a n y  s u c h  f a c i l i t i e s  g r a n t e d .  A l l  

f i n a n c i a l  t r a n s a c t i o n s  i n v o l v i n g  t h e  d e p o s i t  a n d  w i t h d r a v a l  

o f  f u n d s  f r o m  N M C ' s  a c c o u n t ,  i n c l u d i n g  p a y m e n t s  d u e  i n  t e r m s  

h e r e o f  t o  S w a k i  s h a l l  b e  d o n e  by S w a k i e x c l u s i v e l y ,  a n d  t h e  

b a n k  s h a l l  b e  a d v i s e d  a c c o r d i n g l y .  S w a k i  i s  e m p o w e r e d  t o  

s i g n  a l l  s u c h  f o r m s  a n d  d o c u m e n t s  a s  may b e  n e c e s s a r y  t o  

g i v e  e f f e c t  t o  t h i s  p r o v i s i o n .  

3 .5  I t  s h a l l  b e  t h e  r e s p o n s i b i l i t y  o f  NMC t o  s e c u r e  t h e  p r o v i s i o n  

o f  v h a t e v e r  i m p o r t  o r  e x p o r t  p e r m i t s  may b e  r e q u i r e d .  



3 . 6  NWC a g r e e s  t o  p a y  t o  S w a k i  a  m o n t h l y  m a n a g e m e n t  f e e  o f  

E l 6 5 0  f o r  t h e  p r o v i s i o n  o f  a d m i n i s t r a t i v e ,  s a l e s  a n d  

a c c o u n t i n g  s e r v i c e s  t o  NMC a n d  r e i m b u r s e  S w a k i  i n  t h e  

a m o u n t  o f  E 1 9 , 9 0 5  p e r  m o n t h ,  t o  c o v e r  d i r e c t  c o s t s  

i n c u r r e d  by S w a k i  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  M i l l . \  T h e  

l a t t e r  a m o u n t  w i l l  b e  a d j u s t e d  a n n u a l l y  o n  1s t  J u n e ,  i n  

a c c o r d a n c e  w i t h  c h a n g e s  i n  t h e  m o s t  r e c e n t  ' A '  p r i c e  i n d e x .  

o f  t h e  C e n t r a l  S t a t i s t i c a l  O f f i c e .  
I 

3 . 7  NMC s h a l l  r e t a i n  t h e  s e r v i c e s  o f  a l l  p e r m a n e n t  s t a f f  

p r e s e n t l y  e m p l o y e d  a t  t h e  M i l l  o n  t h e  b a s i s  t h a t  s u c h  

s t a f f  s h a l l  b e  s e c o n d e d  t o  NMC;by S w a k i .  NMC s h a l l  b e  

o b l i g e d  t o  m e e t  t h e  s a l a r i e s  a n d  a l l  o t h e r  b e n e f i t s  

d u e  t c  s u c h  s t a f f  d u r i n g  t h e  p e r i o d ,  s u c h  a s  p e n s i o n  

a n d  p r o v i d e n t  f u n d  c o n t r i b u t i o n s .  

3.8 S w a k i  u n d e r t a k e s  t o . p r e p a r e  m o n t h l y  m a n a g e m e n t  

a c c o u n t s  i n  r e s p e c t  o f  t h e  o p e r a t i o n  o f  t h e  M i l l  

w h i c h  a c c o u n t s  s h a l l  i n c l u d e  a  r e p o r t  o n  w h o l e  

.,*size p r o d u c e d  l o c a l l y  a n d  i m p o r t e d  a n d  c o m p a r i s o n  

o f  a c t u a l  r e s u l t s  c o m p a r e d  t o  t h e  b u d g e t .  

C o p i e s  o f  s u c h  r e p o r t s  s h a l l  b e  f u r n i s h e d  t o  t h e  

B o a r d  o f  N M C  w i t h i n  2 1  d a y s  a f t e r  e a c h  m o n t h  e n d  

a n d  S w a k i  u n d e r t a k e s  t h a t  i t  w i l l  make a v a i l a b l e  

a t  T e a s o n a b l e  t i m e s  f o r  b o a r d  m e e t i n g s  o f  K K C  s u c h  

members  o f  i t s  m a n a g e m e n t  s t a f f  a s  t h e  b o a r d  s h a l l  

r e a s o n a b l y  r e q u e s t .  

4 .  W h i l e  S v a k i  r e s e r v e s  t o  i t s e l f  i t s  r i g h t s  i n  a n d  t o  

t h e  b r a n d  n a m e s  p r e s e n t l y  r e l a t i n g  t o  t h e  m a i z e  p ~ c d u c t s  

p r o d u c e d  by t h e  M i l l  i t  a g r e e s  t h a t  s u c h  n a m e s  w i l l  

c o n t i n u e  t o  b e  u t i l i z e d  o n  b e h a l f  o f  N H C ' s  p r o d u c t s  

d u r i n g  t h e  p e r i o d .  

5 . ( a )  N M C  a n d  S w a k i  s h a l l  h a v e  t h e  r i g h t  t o  t e r m i n a t e  t h i s  

A g r e e m e n t  p r i o r  t o  t h e  e x p i r y  o f  t h e  p e r i o d  by g i v i n g  

t h e  o t h e r  p a r t y  t w e l v e  m o n t h s '  n o t i c e  o f  i t s  i n t e n t i o n  

t o  d o  s o .  I f  n e i t h e r  p a r t y  t a k e s  s u c h  a c t i o n  b e f o r e  
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1st  J u n e  1 9 9 1 ,  n e g o t i a t i o n s  s h a l l  t a k e  p l a c e  d u r i n g  

t h e  y e a r  1st J u n e  1 9 9 1  t o  31st May 1 9 9 2  t o  d e t e r m i n e  

w h e t h e r  t h e  p a r t i e s  w i s h  t o  e x t e n d  t h e  A g r e e m e n t  f o r  

a  f u r t h e r  p e r i o d  c f i v e  y e a r s .  

( b )  I n  t h e  e v e n t  o f  N M C  e l e c t i n g  t o  t e r m i n a t e  t h e  

A g r e e m e n t  b e f o r e  J l s t  May 19&, o r  e l e c t i n  n o t  *$ 
t o  e x t e n d  t h e  A g r e e m e n t  a f t e r  31st n a y  1 9 8 2 ,  N U C  

a c c e p t s  r e s p o n s i b i l i t y  f o r  p a y m e n t  o f  t h e  a d d i t i o n a l  

c o s t  o f  a n y  r e d u n d a n c y  o r  t e r m i n a t i o n  b e n e f i t s  w h i c h  

may become  p a y a b l e  by  S w a k i  t o  member s  o f  t h e  s t a f f  

o f  t h e  m i l l  made r e d u n d a n t  a s  a r e s u l t  o f  s u c h  

t e r m i n a t i o n  o f  t h e  A g r e e m e n t .  

j 6 -  N M C  w i l l  a p p o i n t  i t s  own a u d i t o r s  t o  a u d i t  t h e  

f i n a n c i a l  o p e r a t i o n  o f  t h e  m i l l  d u r i n g  t h e  t e n u r e  

o f  t h i s  a g r e e m e n t .  

7 .  S w a k i  a g r e e s ,  i f  s o  r e q u i r e d  by t h e  G o v e r n m e n t ,  t o  

c a r r y  o u t  a  f e a s i b i l i t y  s t u d y  a n d  f u r n i s h  a r e p o r t  

t h e r e o n  i n  r e l a t i o n  t o  t h e  u s e  o f  m a i z e  s i l o s  a t  

M a t s a p h a  p r e s e n t l y  owned by  t h e  G o v e r n m e n t  w h e t h e r  

by i n c o r p o r s t . i o n  o f  s u c h  s i l o s  i n t o  t h e  m i l l i n g  

o p e r a t i o n  o r  o t h e r w i s e .  

... . 6 .  ~ r l e  i e 1 . m ~  and c o n d i t i o n s  s e t  o u t  h e r e i n  c o n s t i t u t e  

t h e  e n t i r e  a g r e e m e n t  b e t w e e n  t h e  p a r t i e s .  

9 .  A l l  c o s t s  i n  c o n n e c t i o n  w i t h  t h e  p r e p a r a t i o n  a n d  

e x e c u t i o n  o f  t h i s  a g r e e m e n t  s h a l l  b e  b o r n e  by  N M C .  
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T H U S  A G R E E D  A N D  S I G N E D  a t  

of 1987 

A S  W I T N E S S :  

T H U S  A G R E E D  A N D  S I G N E D  a t  

o f  1987 

on the 

.......................... 
N A T I O N A L  H A I Z E  C O R P O R A T I O N  

on  the 

A S  W I T N E S S :  

1. ....................... 

S W A K I  I N V E S T M E N T  C O R P O R A T I O N  

( P T Y )  LIMITED 



Schedule 1 

Personne l  c o n t r i b u t i n g  t o  s tudy .  

The Honourab le  M i n i s t e r  - M r  H.S. Mamba 

The P r i n c i p a l  S e c r e t a r y  - M r  Amos Kunene 

MOAC - M r  N. D l a m i n i  
M r  R. Thwala 
M r  J .  Mbingo 
M r  S. H lope  

NAMB - M r  P. L u k h e l e  

CCU - M r  N. S imelane 
M r  P. L i n s e y  

GS U - M r  S.S. D l a m i n i  

Swaki  

MOAC A d v i s o r  

- M r  John Masson 
M r  Campbel l  

- Dr John F i s c h e r  
Dr  Herman Steppe 



S c h e d u l e  2 

- Overhead  S t a f f i n a  - Annua l  S a l a r i e s  

G e n e r a l  Manager  

F i n a n c i a l  C o n t r o l l e r  

S a l e s  Manager  

Customer  R e l a t i o n  

P e r s o n n e l  O f f i c e r  

Off i c e  Manager  

S a l e s  C l e r k  

F i n a n c i a l  C l e r k  

P l a n t  r e c o r d s  

S e c r e t a r y / S t e n o g r a p h e r  

S e c r e t a r y / S t e n o g r a p h e r  

R e c e p t i o n i s t  

T o t a l  

L e g a l  and Tex s k i l l s  would be h i r e d  a s  needed.  
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VALUATION INDUSTRIAL AREA HOLDINGS AND SWAKI INVESrmENTS 
n ~ ~ ~ ~ P H A 9  MANZINI, SWAZILAND .............................................. ------ 
FURTHER TO OUR TELEPHONIC CONVERSATION OF THIS AFTERNOON 

HAVE PLEASURE IN SETTING OUT emow THE DEPRECIATED 
REPLACEMENT VALUES OF THE BUILDINGS HELD I N  THE OWNERSHIP 

.THE ABOVEMENTIONE@ COMPANIES AS AT '1 FE8RUARY ,1965. 

PLAN NO ------- 
BUILDING 

DESCRIPTION ----------- 

OEPRECIATEO 
REPLACEMENT 

VALUE 
--------A- 

E 

1 MAIZE INTAKE BUILDING 66 SO0 
.-, 
A SII.  fi CT)MPL.FX - - 
J M A i Z E  K I L L  3.90 OOU 
4 PACKING DEPARTMENT AND WAREHOUSE I 7 5  (500 
5 
5 WAREHOLSE OWFlED &Y INDUSTRIAL AREA 
nOLEiiNGS (PTV J L IMiTEO 513 000 
c DRUM STORE 5 00 
7 DISUSED ABLUTION BLOCK - 
8 WEIGHBRIDGE HOUSE 5 000 
3 ABLUTION BLOCK, SECURITY GATEt-iOiJSE, 

CANTEEN AND KLTCHEN 8 5  5 0 0  
.1 0 SUB-STATION 4 5 0 0  
1 1  TOILET 'LOCK 5 OOC) 
2 OFFICE BUILDING I 7  000 

13 PAC STORE AND WORKSHOP OWNED BY 
INOUSTIILAL AREA HOLDINGS 30 OZC! 

SgsRs,,i;ip GGRKS .I4 OQO -------- 
E 608 000 

LAND I N  EXTENT APPROX 42088 HZ E 200 000 
LANO ACQUISITION COSTS AT 6 PER CENT . I 2  000 ---------- 

TOTAL E l  080 000 ---------- 
1 TRUST THAT 1 HAVE PROVIDE@ YOU WITH THE VALUATION 
FIGURES AS REQLIESTEC) BY YOURSELF AND SHOULD YOU REQUIRE 
ANY FURTHER INFORMATION, THEN PLEASE DO NOT HESITATE 
TO CONTACT ME. 

WIND RElSARDS 

BEST AVAILABLE COPY 
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S c h e d u l e  4 - Richard Ellis 
rrroncl- 

Annexure 2 . 1  

Page P?an 
h b e r s  b b e r s  - 

a -  9 - I U ~  s m m  AND SL~DRIES 

Sub Tocal 

Lcinrced 
Nev Depreciated 

kplacemeac Replacement 
Cost 94 Lue 
E E 

DRM STORE: 

OLD I3-S 

v e 1 G B X ~  SOCSL 

C A E  MUSE AND CRANCi: ROUSE 

S F B - S i i O N  

MILES 

0mCE m U B O R I S O X T  

WRlCSAOP AND BAG SORE 

t m O R  mCLES 

sub Total 



SCHEDULE 5 

SUMMARY OF RICHARD ELLIS BUILDING DESCRIPTION 
AND NEW REPLACEMENT EVALUATION 

Maize I n t a k e  B u i l d i n g  
S i l o  Complex ( va l ued  by p l a n t  machinery 

d i v i s i o n )  
Maize M i l l  
Packing department and Warehouse 
Warehouse owned by I n d u s t r i a l  Area 

Ho ld i ngs  200,000 
Drum S t o r e  2000 
Disused A b l u t i o n  B lock no va lue 
Weighbr idge House 
A b l u t i o n  B lock ,  S e c u r i t y  Gatehouse, 

change room 
Sub s t a t i o n  
T o i l e t  B lock  
O f f  i c e  b u i l d i n g  
Bag s t o r e  and workshop 
Surrounding Works 

TOTAL 

Not i nc l uded  
Not i nc l uded  




