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RECORD OF DISCUSSIONS
BETWEEN JAPANESE IMPLEMENTATION STUDY TEAM AND
AUTHORITIES CONCERNED OF THE GOVERNMENT OF MALAYSLA
ON JAPANESE TECHNICAL COOPERATION FOR THE PROJECT
FOR THE DEVELOPMENT OF TECHNOLOGY RELATEDTO THE PROCESSING OF FEED
BASED ON AGRO-INDUSTRIAL BY-PRODUCTS OF OJL PALMS IN MALAYSIA

The Japanese Implementation Study Team (hereinafter referred to as "the Team") organized
by Japan International Cooperation Agency (hereinafterreferred to as "JICA") and headed by Mr.
Keiji OGA, Director, Research Planning and Coordination, Japan Larernational R esearch Center for
Agricultural Sciences, visited Malaysiafor the purpose of working out the details of the technical
cooperation programme concerning the project for the development of technology related to the
processing of feed based on agro-industrial by-products of oil palms in Malaysia (hereinafterreferred
to as "the Project”).

During its stay in Malaysia, the Team exchanged views and had a series of discussions with
the Malaysian authorities concerned in respect of desirable measures to be taken by both
Governments for the successful implementationof the Project.

As aresult of the discussions, the Team and the Malaysian authorities concerned agreedto

recommend to their respective Governments the matters referred to in the document attached hereto.

Kuala Lumpur, The 17th January, 1997

K8 £% Edasasssy

Mr.k{eiji Oga. Dato' Dr. Md. Sharif bin Ahnlad,
Leader, Director General,

Implementation Study Team, Malaysian Agriculrural Research and
Japan International Cooperation Agency Development Institute



ATTACHED DOCUMENT

1. COOPERATIONBETWEENBOTH GOVERNMENTS

1. The Government of Malaysiawill implementthe Projectin cooperation with the Government

of Japan.

2 The Project will be implementedin accordance with the Master Plan which is given in

ANNEX L
II. MEASURESTO BE TAKEN BY THE GOVERNMENT OF JAPAN

In accordance with the laws and regulationsin force in Japan, the Government of Japan will take,
arits own expense, the following measures through JICA according to the normal procedures

under the Colombo Plan Technical Cooperation Scheme.

1. Dispatch of Japanese Experts

The Government of Japan will provide the services of the Japanese experts as listed in

ANNEX 1L

2. Provision of Machinery and Equipment

The Government of Japan will provide such machinery, equipment and other materials
(hereinafterreferred to as "the Equipment”) necessary for the implementation of the Project as listed
in ANNEX III. The Equipment will become the property of the Government of Malaysiaupon

being delivered C.1.F. to the Malaysian authorities concerned at the ports and/or airports of

disembarkation.

3. Training of Malaysian Personnel in Japan

The Government of Japan will receive Malaysian personnel connected with the Project for

technical training in Japan.
III. MEASURES TOBE TAKEN BY THE GOVERNMENT OF MALAYSIA

1. The Government of Malaysiawill take necessary measures to ensure self-reliant operation of
the Project during and after the period of Japanese technical cooperation, through the full and active

involvementin the Project of all related authorities, beneficiary groups and institutions.

e
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2. The Government of Malaysiawill ensure that the technologies and knowledge acquired by the

Malaysian nationals as a result of the Japanese technical cooperation will contribute to economic

and social development of Malaysia.

3. The Government of Malaysiawill grant in Malaysia privileges, exemptions and benefits to the
Japanese experts referred to in I1-1 above and their familiesno less favorable than those accorded

to experts of third countries working in Malaysiaunder the Colombo Plan Technical Cooperation

Scheme.

4. The Government of Malaysiawill ensure that the Equipment referred to in I1-2 above will be

utilized effectively for the implementation of the Projectin consultation with the Japanese experts

referred to in ANNEX II.

5. The Government of Malaysiawill take necessary measures to ensure that the knowledge and
experience acquired by the Malaysian personnel from technical training to be organized in Japan

will be utilized effectively in the implementation of the Project.

6. In accordance with the laws and regulations in force in Malaysia, the Government of Malaysia

will take necessary measures to provide, atits own expense, for the Project:

(1) Services of the Malaysian counterpart personnel and administrative personnel as listed in

ANNEX IV;

(2) Land, buildings and facilitiesas listed in ANNEX 'V,

(3) Supply or replacementof machinery, equipment, instrumeants, vehicles, tools, spare parts and
other materials necessary for the implementation of the Project other than the Equipment provided

through JICA under 11-2 above;

(4) Means of transport and travel allowances for the Japanese experts for official travel within

Malaysia; and

(5) Suitably furnished accommodations for the Japanese experts and their families.



7.  Inaccordance with the [aws and regulations in force in Malaysia, the Government of Malaysia

will take necessary measures Lo meeg:

(1) Expenses necessary for the transportation within Malaysia of the Equipment referred to in 1I-2

above as well as for the installation, operation and maintenancethereof;

(2) Customs, duties, internal taxes and any other charges imposed in Malaysiaon the Equipment

referred to in 1I-2 above; and

(3) Running expenses necessary for the implementationof the Project.

IV. ADMINISTRATION OF THEPROJECT

%/0

1. The Director Gegeral of Malaysian Agricultural Research and Development Institute
(MARDI). Ministry of Agriculture, as the Project Director, will bear overall responsibility for the

administration and implementation of the Project.

2.  The Director of Livestock Research Centre (LRC), MARDI, Ministry of Agriculture, as the

Project Manager, will be responsible for the managerial and technical matters of the Project.

3. The Japanese Team Leader (Chief Advisor) will provide necessary recommendations and
advice to the Project Director and the Project Manager on any matters pertaining to the

implementation of the Project.

4. The Japanese experts will provide necessary technical guidance and advice to the Malaysian

counterpart personnel on technical matters pertaining to the implementation of the Project.

5. For the effective and successful implementationof technical cooperation for the Project, a

Joint Coordinating Committee will be established whose functions and composition are described

in ANNEX VI



V. JOINT EVALUATION

Evaluation of the Project will be conducted jointly by the two Governments through JICA and
the Malaysian authorities concerned, (at the middle and) during the last six months of the

cooperation term 1n order to examine the level of achievement.

VI. CLAIMS AGAINST JAPANESE EXPERTS

The Government of Malaysiaundertakes to bear claims, if any arise, against the Japanese
experts engaged in technical cooperation for the Project resulting from, occurring in the course of,
or otherwise connected with the discharge of their official functions in Malaysia except for those

arising from the willful misconduct or gross negligence of the Japanese experts.

VII. MUTUAL CONSULTATION

There will be mutval consultation between the two Governments on an majorissues arisi
]

from, or in connection with this Attached Document,

VIII. MEASURES TOPROMOTE UNDERSTANDING OF AND SUPPORT FOR THE

PROJECT
For the purpose of promoting support among the pecple of Malaysiain the Project, the

Government of Malaysia will take appropriate measures to make the Project widely known to the

people of Malaysia.
IX. TERM OF COOPERATION

The duration of the technical cooperation for the Project under this Attached Document will be

five (5) years from March 15th, 1997

¥
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ANNEX I. MASTERPLAN

1. Objectivesof the Project
(1) Overall Goal
The livestock industry is developed through the stable supply of feed based on agro-industrial

by-products of oil palms in Malaysia.

(2) ProjectPurpose
Effective, practical and viable method and system for converting by-products of oil palms into

processed feed are developed.

2. Ourputand Activities of the Project
(1) Output
1) The methodology for processing oil palm fronds and other by-products of oil palms into feed
1s developed.
2) Anappropriate method of animal feeding management on the feed is developed.

3) The viability of the feed for practical use is verified.

(2) Activities
1) The methodology for processing oil palm fronds and other by-products of oil palms into feed

is developed.

A. Anappropriate and economical system of material supply is investigated through the
following activities:
a) Toimprove the techniques of harvesting and collection of oil palm fronds
b) Toimprove the methods of pre-treatment of oil palm fronds

c) Toimprove the methods of handling and transportation of the raw materialsfrom oil palm

fronds

B. An experimental feed processing plant with specialized machines for the drying, grinding (size
reduction), mixing, pelleting, cubing and other secondary processing of the oil palm fronds
and other by-products of oil palms is operated through the following activities:

. To plan/establish the experimental feed processing plant

&

. Toimprove the efficiency of the processing system

(o

c. To evaluatethe overall plant management

e
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2) The chemicaland nutritional properties of the feed and the feeding values of the feed are
assessed through the following activites:
a. Toconduct chemical and nutritional analyses of the raw materials from oil palm fronds and
other by-products of oil palms
b. To conduct chemical and nutritional analyses of the product
¢. Toimprove nutritional value of the product

d. To evaluatethe product by multi-dimensional aspects (chemical and nutritional)

3) Feeding managementis investigated through the following activities:
a. To plan feeding experimentsin dairy/beef cattle

b. To conduct feeding experiments on institutional and on farm level

c. Toimprove feeding technology for high quality animal products

d. To evaluatethe total system of feeding management

4) Economicevalvation of the feed is conducted through the following activities:
a. To analyze production cost of the pre-processing and processing of the feed

b. To evaluate economicvalue of the feed in comparison with other commercial feeds

3. Site of the Project

Livestock Research Centre (LRC), MARDI, Serdang, Selangor, Malaysia. The sub-sites for
feeding experiments will be the Serdang Station, LRC, MARDI, Serdang, Selangor, the Kluang
Station, LRC, MARDI, Kluang, Johor, the Livestock Institute, Department of Veterinary Services
(DVS), Kluang, Johor, and the PPK Dengkil Farm, Dengkil, Selangor.



ANNEX II. LIST OF JAPANESE EXPERTS

1. Long-term experts

(1) Team Leader

(2) Coordinator

(3) Expertsinthe fields of:
1) Agricultural machinery
2) Feed evaluation

3) Feeding management
NOTE: The team leader may serve concurrently as an expertin one of the fields mentioned above.

(2) Short-term experts

Short-term experts will be dispatched when the need arises within the framework of the

Project.



ANNEX III. LIST OF MACHINERY AND EQUIPMENT

1. The machinery, equipment and other materials necessary for the implementarionof the Project,

such as the following, will be provided by Japan within budget limitations.

(1) Equipment, machinery, instruments, tools and materials
(2) Vehicles

A\



ANNEX IV, LIST OF MALAYSIAN COUNTERPART AND ADMINISTRATIVE PERSONNEL

1. Director General, MARDI, as Project Director
Directorof LRC, MARDI, as Project Manager

Counterpart personnel in the following {ields:

3\)

(&M

(1) Agriculeural machinery
(2) Feed evaluation
(3) Feeding management
(4) Economicevaluation
(5) Other necessary fields mutually agreed upon
Note: a) One or more number of staff will be assigned to the above-mentioned technical fields

respectively. If only one counterpartis assigned, sub-counterpart(s) in the field should
be assigned from counterpart(s) in other fields.

b) For feeding experiments, persons in charge at DVS may be assigned as counterpart
personnel.

4. Administrative personnel



ANNEX V. LIST OF LAND, BUILDINGS AND FACILITIES

1. Land, buildings and facilities for the implementation of the Project
2. Rooms and space necessary for installation and storage of the Equipment

3. Office space and necessary facilities for the Japanese Team Leader, Coordinator and cther

Experts
4. Other facilities mutvally agreed upon



ANNEX VI JOINT COORDINATING COMMITTEE

1. Fundtions
The Joint Coordinating Committee will meet at least once a year and whenever the need

arises, and function as follows:

(1) To formulate the Anmual Work Plan of the Project under the framework of the Record of
Discussions.
(2) Toreview the overall progress of the technical cooperation programme as well as the
achievementof the Annual Work Plan of the Project.
(3) Toreview those measures taken by the Government of Japan:
1) Dispatch of Japanese experts,
2) Training of Malaysian personnel in Japan, and
3) Provision of machinery equipment and other materials.
(4) Toreview those measures taken by the Government of Malaysia:
1) Allocation of necessary budget (including local cost expenditures),
2) Allocatonof necessary counterpart personnel, and
3) Uulization of machinery and equipment provided by the Government of Japan.
(5) To advise the respective Governments particularly on:
1) Budgetary matters,
2) Recruitment and appointment of Malaysian counterpart personnel,
3) Selection and effectiveutilizationof machinery and equipment,
4) Dispatch of Japanese experts,
5) Training of Malaysian personnel in Japan, and

6) Other marters when required.

2. Composition
(1) Chairperson
The Director General of MARDI
(2) Members
Malaysian side:
1) The Directorof LRC, MARDI
2) The Directorof the Strategic, Environment and Natural Resources Research Centre,
MARDI
3) The Director of the Economicand Technology ManagementResearch Centre, MARDI

4) The Director of the Production Division, Department of Veterinary Services (DVS)

e



5) The Deputy General Manager (Operations), Federal Land Development Authocity
(FELDA)

Japanese side:
1) Team leader
2} Coordinator
3) Long-term experts assigned to the Project
4) Otber short-term experts and personnel concerned dispatched by JICA, if necessary
5) Resident Representative and/or Deputy Resident Representative of the JJCA Malaysia
Office |
NOTE:
1. Representative(s) of the Embassy of Japan, PPK Dengkil Farm and other relevant

authorities may artend the Joint Coerdinating Committee meeting as observer(s).

2. Person(s) who is/are nominated by the Chairperson may attend the Joint Coordinating

Committee meeting, when required.



ANNEX VII. ORGANIZATION CHART OF THE PROJECT

JICA” MARDI
DIRECTOR GENERAL
EXPERT TEAM (PROJECT DIRECTOR )
JOINT COORDINATING
| COMMITTEE
TEAM LEADER ' |
<MAINSITE>
[ IrC MARDI
DIRECTOR
(PROJECT MANAGER )
1 <SUB SITES>
STRATEGIC
co. ENV.. & ECON. &
NATURAL TECH. LIVESTOCK
ORDINATOR
RESOURCES| |MAN'MENT | |INSTITUTE,
RES. CENTRE, DVS
CENTRE, MARDI
MARDI
SERDANG STATION, | |KLUANG STATION,
EXPERTS MARDI MARDI
PPK DENGKIL FARM | |FELDA




TENTATIVESCHEDULE OF IMPLEMENTATION
OF THE JAPANESE TECHNICAL COOPERATION PROGRAMME FOR THE PROJECT
FOR THE DEVELOPMENT OF TECHNOLOGY RELATED TO THE PROCESSING OF FEED
BASED ON AGRO-INDUSTRIAL BY-PRODUCTS OF OIL PALMS IN MALAYS[A

The Japanese Implementarion Study Team and the Malaysian authorities concemned have

jointly formulated the Tentative Schedule of Implementationof the project for the development of

technology related to the processing of feed based on agro-industrial by-products of oil palms in

Malaysia annexed hereto.

This has been formulated in connection with I-2 of the atached document of the Record of

Discussions signed between the Japanese Implementation Study Team and the Malaysian authorities

concerned for the project for the development of technology related to the processing of feed based on

agro-industrial by-products of oil palms in Malaysia on the conditions that necessary budget will be

allocated for the implementationof the Project by both sides, and that the Schedule is subject to

change within the framework of the Record of Discussions when necessity arises in the course of

implementationof the Project.

Mr. Keiji Oga
Leader
Implementation Study Team

Japan International Cooperation Agency

Kuala Lumpur, thel 7th January, 1997

el

Dato' Dr. Md. Sharif bin A@ad

Director General
Malaysian Agricultural R esearch and

Development Institute



APPENDIX [ TENTATIVESCHEDULE OF IMPLEMENTATION

ITEM

PROJECT YEAR

1ST

2ND

3RD

4TH

5TH

1. Improvement of feed processing
system

(1) Material supply
a) Technology development of
harvest/ collection
b) Improvement of pre-treatment
method
¢) Improvement of material
transportation

(2) Plant
a) Planning/ Setting
b) lmprovement of processing
system '
¢) Evaluation of plant management

2. Improvement of feed quality
a) Raw material analysis
b) Product analysis
c) Improvement of nutritional

value
d) Product evaluation

3. Improvement of feeding
management

a) Planning of experiments

b) Feeding experiment

c) Improvement of feeding
technology

d) Evaluationof feeding
management systerm

4. Economic evaluation

a) Cost analysis
b) Comparative evaluation of feed
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TECHNICAL COOPERATIONPROGRAMME (JAPANESE SIDE)

ITEM

IST

2ND

3RD

4TH

5TH

1. Dispatch of Japanese Experts
(1) Long-term Experts

a. Team Leader

b. Project Coordinator

c. Expertsin the fields of:

a) Agriculural Machinery

b) Feed Evaluation

c) Feeding Management

Note: The Team Leader may serve
concurrently as an expertin one
of the fields mentioned above.

(2) Short-term Experts

2. Training of Malaysian personnel

( When

necessity

arises )

in Japan

3. Provision of equipment,

machinery and other materials

4. Dispatch of Survey Teams

( When

necessity

arises )




TECHNICAL COOPERATION PROGRAMME ( MALAYSIANSIDE)

ITEM

15T

2ND

3RD

4TH

5TH

1. Counterpart personnel
1) Project Director
_2) Project Manager

3) One or more counterpart
personnel ( if only one is

- assigned, sub counterpart
personnel should be assigned )
for each expert of the following

- fields:

a) Agricultural machinery
b) Feed evaluation

¢) Feeding management
d) Economicevaluation

) Other necessary fields
mutvally agreed upon

4) Administrarive personnel

‘Provision of land, buildings,
and other facilities

o

3. The supply of replacementof

instruments, tools and other
materials other than those
provided by the Government of
Japan

4. Provision of running expenses
of the Project

equipmeit, machinery, vehicles,
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%&4-1

Machinery and Equipment (draft) —material supply section only—

EHEERECE T 2EE () 1997 1998 1999
Bk B om & HE RM TH RM FH RM TH RM TH

C |Hydraulic praner 2 12,000 480 C 12,000 480
C |Chain saw 2 1,500 60 c 1,500 60
A |Carrier 1 46,250 1,850 46,250 1,850
D {Tractor 1 42,750 1,710 42,750 1,710
D |Trailer 1 9,100 364 9,100 364
C {Dynamo 1 20,750 830 20,750 830
A | Chipper 1 61,000 2,440 61,000 2,440
A |Chipper 1 43,880 1,755 43,880 1,755
A |Truck 3 465,000 18,600 310,000(2s) 12,400 C 155,000 6,200

(1 lorry 3 boxes) @185,000 @6,200
A |Solar dryer 1 337,500 13,500 337,500 13,500
A |Shovel loader 1 56,000 2,240 56,000 2,240
D |Shredder 1 150,000 6,000 D 150,000 6,000
B |Heated dryer 1 951,672 38,063 B 815,000 35,000

Total 2,197,302 87,892 854,630 (334, 185,200} B 875,000 (¥35,000) |C.D 391,100 (¥15, G44)

A+B+C = 1,918,880 (¥76,755,200)

A+B+C+D = 2,120,730 (¥84,829,200)
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&4-2 TERHMERE ) BT 2R MR

Cost analysis

Assumptions:

* Effective operating hours per day:

* Infield transporter: 7 hrs

s QPF chipper: 5.2 hrs

* 3-torner lorry: 7 hrs

Working days per year = 290 days

Annual interest rate for machine acquisition = 8% p.a.

Trade-in value of machine at the wear-out life = 10% of new cost
Annual charge for taxes, insurance & shelter = 2% of new cost
Wear-out life: Transporter = 5 yr; Chipper =5 yr; Lorry = 10 yr; Container = 5 yr
Engine oil & filter cost = 15% of fitel cost

Machine repair cost (RM per hour) = 0.01% of new cost

Cost Bstimation (Manual OPF row collection):
»  Annual fixed charges:

* Depreciation - Chipper: (61,000-6,100)/5 = RM10,980.00
-Lorry: (112,000-11,200//10 = RM10,080.00
- Container: (15,000-1,500)/5 = RM 2,700.00
* Interest = 0.08 (138,000+18,800)/2 = RM 8,272.00
* Taxes, insurance & shelter; 0,02 x RA188,000 = RM 3.760.00
TOTAL = RM35,792.00
. Cost per day:
Fixed cost: RM35,792/(290 working days/yr) = RMI23 .42
*  Repairs: 0.0001[(5.2 x61,000)+(7 x 112,000) = RM 39.56
+  Fuel cost = RM 52,26
«  Oil & filter: 15% X RM52.26 = RM 7.84
* Labour cost = RMA470.00
TOTAL COSTPERDAY = RM693.08
*  [Ex-processing plant delivered cost:
*  per tonne fresh OPF: BM693.08/(26 t/day) = RIM26.65
Cost Estimnation (Mechanized OPF row collection):
*  Annual fixed charges:
* Depreciation - Transporter (100,000-10,000)/5 = RIM18,000.00
- Chipper: (61,000-6,100)/5 = RM10,980.00
- Lorry: (112,000-11,200)/10 = RM10,080.00
- Container: (15,000-1,500)/5 = RM 2,700.00
* Interest = 0.08 (288,000+28,300)/2 = RM12,672.00
* Taxes, insurance & shelter; 0,02 xRIvi288,000 = RM 5,760.00
TOTAL = RM60,192.00
’ Cost per day:
Fixed cost: RM6G,192/(290 working days/yr) = RM207.56
*  Repairs: 0.0001[(5.2 X 61,000)+(7 x 112,000}
+(7 x 100,000)] =  RM 46.56
* Fuel cost = RM143.26
¢ (il & filter: 15% xRM143.26 = RM 21.49
¢ Labour cost = RM260.00
TOTAL COSTPERDAY = RMG78.87
* [x-processing plant delivered cost:
«  per tonne fiesh OPF: RMG78.87/(26 t/day) = RVI26.11
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