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Obtala's forestry and farming business is on the
road to profitability
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In just two months Paul Dolan has effectively secured the financial future of
forestry and farming specialist Obtala Ltd (LON:OBT) and placed the business
on the road to profitability.
He has done so by bringing in US$22.5mln via an oversubscribed preference
share issue.
Initially, Obtala will receive US$14.25mln, with Dolan, chairman Miles Pelham
and the rest of the board contributing US$2.15mln to that total.
A further US$5mln is awaiting sign-off by the investment committee of an Asiabased financial institution, while an existing financing deal has been unwound.
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WATCH: CEO gives hist take on the fundraise
READ: The preference share deal in detail
The new investment was made directly into Obtala's Argento business, which
owns multiple 50-year concession leases over 312,465 hectares of natural
hardwood forest in northern Mozambique.
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The first US$7.5mln will go towards acquiring land and building a saw mill in
the town of Nampula, around 160km from the port of Nacala.
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Its 1,730 hectares of farmland in Tanzania, which produces multi-annual crops
such as tomatoes, melon, sweet potatoes and seed maize, will also benefit with
any funds raised above $7.5m available for expanding Agri production
capacity.
The plan, eventually, in Tanzania is to move to orchard-style produce such as
mango, avocado, pineapple and banana, which would be shipped to Dubai by
boat at far lower cost than the fruit currently flown into the emirate.
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It will take some time for the plan to (forgive the pun) to come to fruition as
Orchard's do not grow quickly; it could take up to five years to get the
agricultural business running at full capacity.
"The obvious thing is to get the forestry into production fast," Dolan told Proactive Investors.
"It is very clear the asset is there and the demand for the output is there. It's now a case of putting the piece in the
middle together, which is the production."
There is hiatus from January to the end of March where logging activities in Mozambique are closed down as part of the
country's sustainability programme.
This provides Obtala with the time to get work on the saw mill well underway, if not enough time to complete it.
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"I'm not saying the saw mill will be up and fully operational by April 1, but the plan is to secure the land and get
everything in place in the first half of 2017," said Dolan.
Crucially, there is a ready-market for the company's output, which is expected to hit 50,000 cubic metres a year at full
capacity.
Obtala has sales channels of its own, and signed a joint-venture with a Hong Kong firm called Basic Materials.
As there are three different hardwood classes, it is difficult to gauge the exact prices Obtala's output will fetch; however,
analysts said an average US$400-US$500 per cubic metre is not an unreasonable expectation, with prices near $1000
per cubic metre for best grades.
In fact, it would be more than enough to pay a decent dividend to the pref shareholders, who will speak for 22.5% of
Argento when fully vested.
Dolan won't be drawn on financial projections. All he will say is he expects Obtala to be cash flow positive in 2017,
which is no mean feat.
But endeavour in east Africa is about more than just profits.
"We want to make a social impact; it is a powerful part of our story," said Dolan.
"For us, that is about education, job creation, and transferring our knowledge and skills."
This is happening at the moment, but Obtala's impact on the local communities in Mozambique and Tanzania is not
being measured in a consistent way.
To do this the firm is planning to adopt the IRIS global standard for measuring the positive effect it is having locally.
While the share price rose 8% in afternoon trade Friday, it is clear investors haven't yet cottoned on to the inherent
value of business.
The preference share deal says Argento is worth US$100mln - that's well in excess of Obtala's US$63mln market
capitalisation, especially when you consider it will now have between $14.25-$19.25m in cash also.
And remember Argento is just one part of the business; through the Tanzanian agricultural assets shareholders have a
way of tapping into an African growth story.
This is a continent whose population is predicted to grow by a further 2bn in the next two decades.
It is also a continent that has punched well below its weight in terms of global agriculture: it possesses a quarter of the
world's arable land and yet churns out less than 10% of its produce.
"We want to be a big part in affecting the change of those statistics," Dolan said.
"We really think we can make a difference and have ambitions to become a major player in East African timber and
agriculture."
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Woodbois Limited named herein, including the promotion by the Company of
Woodbois Limited in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty Five
Thousand
dollars
($25,000).
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