














Schandy

“The greatest logistical challenge is transporting
8.5 million tons of raw material to pulp mills.”

Gonzalo Tapia

“There is the Gordian knot”, specifies
Gonzalo Tapia. “There are 8.5 million tons
and we have to figure out how to deliver
them to the two plants in Fray Bentos and
Colonia. Fluvial navigationis an alternative:
Montes del Plata now seeks to move a great
deal of cargo from Fray Bentos to Colonia
using barges; UPM also seeks to transport
part of the raw material from La Paloma to
Fray Bentos by ship, like Montes del Plata.”
In Tapia’s opinion, “some 3.5 million tons
may be transported by ship.”

“The greatest logistical challenge is how to move the raw material for
pulp mills, 8.5 million tons of wood,” says engineer Gonzalo Tapia,
general director at Schandy. “It will be 5 million for Montes del Plata,

plus the 3.5 million tons that already are being delivered to UPM”.

In turn, “the road transportation problem
must be solved in order to reduce costs,
because we will still have 4.5 million tons
that will be transported by road. It has
been proposed to reinstate railway service
between Rivera and Fray Bentos to carry
1.5 tons per year, but most will be moved
by truck:thisis another logistical challenge
at the forestry industry. Truck sales have
increased sharply in Uruguay, largely
focused on forestry, but the challenge
consists on following this growth using
road transportation, as we can't expect
more from the railway service than
what it is able to provide: half a million
tons of round wood from Rivera to Fray
Bentos, and finished sawing products to
Montevideo, but nothing more because
the train, unfortunately, can only be used
as a complement, not as the primary
means.”

Schandy and finished products

“As Schandy is interested in finished

product logistics, pulp, and fluvial
transportation of raw materials, it will try
to sell services to Montes del Plata within
these areas of interest. This is why it will
participate in various bids. Schandy has
not entered the truck business and will
probably never do so, as there are people
who do this very effectively and this is an
activity that requires a company profile
that doesn’t match ours. But we want to
provide this kind of services to the raw
material and cellulose sectors,” he says.

Schandy is a shareholder, together with
UPM and other companies, in Ontur
(Nueva Palmira) which is the port and
storage terminal that receives the pulp
arriving by barge from the UPM mill, to be
stored and loaded on maritime vessels.
Moreover, it takes part in all cellulose
operations (at the mill and at the terminal),
through Compaiiia Rio Estiba. Ontur owns
the infrastructure and Rio Estiba provides
skilled personnel and tools to mobilize
cellulose, loading and unloading the
barges, handling the stocks at storage and
finally loading the maritime vessels.

Regarding Montes del Plata, “we want to
handle and mobilize raw materials by ship
to delivery at the plant and then take over
the handling of the pulp coming out of the
Punta Pereira port”.

Regarding sawn timber products, Tapia
continues, “we want to mobilize them
from a plant in Tacuarembé or Rivera,
store them at the port of Montevideo or in
a nearby area, and consolidate the cargo
in containers or load the vessels when the
load is ‘break bulk™.

Schandy’s general director explains that
in general the company prefers finished
product logistics because “it is the only
aspect linked to port activities, our sphere.
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The industrial plant receives a large part of
its raw material by road, but we don’t have
a competitive advantage in this link in the
chain. We operate at ports and terminals
outside the port, consolidating loads.”

Uruguayan exports

Tapiaanalyzes Uruguayan forestry exports.
“First, log exports, which will be very little
and leave from Montevideo. Regarding
chips, in the future they will also amount to
asmall percentage of exports and certainly
there will be a terminal for these goods
at the port of Montevideo. Cellulose will
grow extensively after the construction
of the Montes del Plata mill, and at some
point UPM may expand its production
capacity. Uruguay produces a million tons
of pulp per year; with Montes del Plata it
will produce another 1.5 million tons and
in the future the country will export 3.5
million tons of cellulose.”

Schandy’s director explains that “UPM’s
production leaves from Fray Bentos,
goes to Ontur in Nueva Palmira where
it is loaded in a maritime vessel and it is
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shipped abroad. Montes del Plata will
move all the wood to Punta Pereira where
the pulp mill will be constructed. There,
they will build a port designed to receive
both barges and maritime vessels, where
their finished product will be loaded to
be shipped to different markets.” So, both
have already come up with a port outlet
for all the cellulose.

Another element to consider is sawn
wood, in the case of products provided by
companies like Urufor and Weyerhaeuser.
“Itis hard to determine the volumen of this
load, but 700-800,000 m? will be coming
to Montevideo, or otherwise they will
be exported through Rio Grande, Brazil.
Assumingitwillbe brought to Montevideo,
logistics will be required; in this case,
the train may be the best solution, given
the fact that industries working with this
product are close to the railway network
and the port of Montevideo will not
collapse by moving an extra 800,000 m3,
partly because itis a dry, low-density load;
800,000 m* are equal to 500,000 tons,
so Montevideo can provide this added
demand of logistics. Container cargo can

be received by terminals located outside
the port; we already have a project for
this, we will receive the empty container
and the cargo, we will consolidate it and
transport the container to the port.”

In short, says Gonzalo Tapia, “I would
say that in the forestry sector, finished
products have their logistical outlet
figured out for both the pulp wood and
sawmill products, but the challenge is
providing raw material transportation to
the two major wood consumers.”

A change in the productive matrix

Given the change in the country’s
productive matrix, with an increased
movement of grain and wood, Tapia
highlights the need for State investment
to dredge the Martin Garcia fluvial channel
“and accomplish things that the private
sector can't do; this would allows to go
over the 32-feet draft limit that we have
endured for so long and that creates a
bottleneck in river transportation.”

Schandy’s director argues that with



current draft limits, “we can't respond
effectively to the significant increase in
soybean exports leaving Uruguay, or
the even greater volumes leaving from
Paraguay, as we can't receive more larger
ships because the draft does not allow it;
this creates a bottleneck, an inefficient use
of our already limited wharfing capacity
and a very significant restriction.”

Gonzalo Tapia indicates that everyone had
expectations regarding forestry, which are
being met with one pulp mill and a new
plant that will be installed soon, and which
will give more relevance to pulp exports,
but the boom of soybean and grains was
unexpected; nobody expected that our
three main exports would now be meat,
grains and forestry products.”

Investing in forestry

The director of Schandy emphasizes that
“we are making a significant investment
in the forestry sector, expecting to
receive whatever is sent from sawing
mills to Montevideo, whatever will be
consolidated in containers outside the

port, which we believe will be 50%, and
to consolidate bulk cargo. And we're very
active with Montes del Plata, proposing
solutions to manage their pulpwood first
and then their cellulose”.

“We have a very close relationship with
Montes del Plata, as well as with its
two member companies, Stora Enso
and Chilean company Arauco. One of
Schandy’s shareholders even has been
a long-term partnership with Arauco
and both companies maintain a very
satisfying customer/supplier rapport. All
this explains our good relationship with
Montes del Plata, but it is clear that there
are different bidding processes, in which
we will take part with every intention of
beating our competitors in the local and
regional market.”

Loading sawn wood, Montevideo Port
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TL 300

“Ours is not a truck company,
but a transportation service one”

“We usually say that we don’t have a truck company because
the business has changed, what we now have is a transportation
service company,” explains Diego Bercianos, business director
at Gubalen and Definel, run by Terminal Logistica 300. “Our
trucks tun 24 hours a day, a driver finishes his turn, comes
back and another driver starts his turn, so the concept has

changed,” says the other company director, Patricio Salaberry.

Diego Bercianos and Patricio Salaberry

“Definel and Gubalen are two companies
devoted to forestry and transportation.
We created a truck terminal named
Terminal Logistica 300 to work for them. It
is named so because it is located at km 300
of national route N° 2. There, we provide all
services: refueling, mechanical workshops,
metallurgy, tire shop, parking, vehicle wash
and administration offices. Administrative
aspects of travel are performed at TL 300
and the rest of the administration takes
place in our Montevideo offices,” says
Diego Bercianos. “We thank contractor
companies who have trusted us: Gubalen
has a contract with Forestal Oriental and
Definel has one with Cofusa and Urufor.”
Gubalen was consolidated in 2007.

“Patricio and | came from transportation
companies, | had been linked to wool
transportation for over 20 years,” said
Bercianos. “Since 2005, we had both been
involved in timber transportation; in 2007
we got together and created these two
companies and Terminal Logistica 300
started providing services to both.”

Definel and Gubalen have 60 teams; each
team comprises one truck and semitrailer
or trailer. “Definel also has a freight
contract with Cofusa that we service with
two machines, used to load our trucks and
third-party transports,” says Bercianos.

The companies have a team of 145 people,
comprising 110 drivers, 16 administrative
employees, six mechanics, three tire work
employees, shop assistants, watchmen
and cleaners; “each one of them plays an
important role within their company,” says
Bercianos.

“UPM receives approximately 400 trucks
per day from different companies,” says
Salaberry.

A new category

Bercianos, who has experience in
transportation, recognizes that this level
of professionalization in the industry is
new in the country. “The major change
occurred with Botnia (now UPM), that
fundamentally changed the concept of
trucking; the same happened with Cofusa
and Urufor. With Forestal Oriental we
have a 24 hours a day contract: the truck
comes loaded to UPM and when it leaves
the plant already has its next assignment.
A driver ends his turn, takes the truck to
the terminal, were it is washed, refueled
and subjected to technical analysis to
determine whether is in perfect condition
for the next trip, a new driver takes the
seat and goes on to his new assignment.”

Working for these companies “requires
efficiency and professionalism or things
don't work. We aim at being the best
company providing service to our
contractors in the sector,” says Bercianos.
“These companies need flexible and
professional outsourcing companies that
meet all safety standards and provide
for their needs. This is why we say that
business culture has changed.”

Companies are in constant contact with
their contractors, knowing where to go,
what wood to load, when to regulate



Fuel loading and cleaning equipment, Ruta 2 km 300, Rio Negro

measurements, exchanging ideas about
what equipment to use and what routes
to follow.

Safety and equipment

“Safety is a priority for the companies we
serve. This is why we work to our fullest
to ensure that the teams are in perfect
condition for any assignment,” emphasize
the directors.

“Forestal Oriental briefs all drivers on road
safety, using professionals in the field.
The company recently hired company
Cepa to brief our drivers on safety, and an
expertin the field, Dario Bonilla, shared his
experience from a perspective relevant to
our business.”

The fleet comprises mainly Scania and
Volvo trucks equipped with state-of-the-
art technology, including semitrailers and
trailers of different brands, such as Randon,
Tremac, Montenegro, Coore and Peerless.

“Bothsecurityand constantchecking of our
units has created a need to have our own

workshops (mechanical, metallurgical and
tire shop); at each facility, our personnel
is experienced and knowledgeable,” says
Salaberry.

Today’s drivers

“To us, driving training is key issue. We
have made a significant investment in
this activity, taking courses on safety and
development of equipment management,
hiring independent instructors trained
by truck factories themselves (Scania and
Volvo), by which they offer theoretical and
practical courses (timber trucks) to each
of the drivers. Recently, thanks to a joint
effort with company José Maria Duran,
Rodrigo Ujaldon, Master Driver at Scania
Argentina (diver trainer), offered five-day
courses, “said Bercianos.

“Today, being a strong driver requires
training, as driving has become a complex
and sophisticated task. A driver should be
willingtoreceivetraining, mustdrivesafely,
have reliable equipment, must know most
of the units to achieve the highest benefit,
and have a thorough good knowledge

of all traffic rules and safety. Our task as
a company is training and preparing our
drivers. There is an ever growing need for
drivers,” says Bercianos.

Salaberry adds, “we must take into account
that routes are becoming more congested
with trucks, you have to be careful, loads
are heavy, there is more and more cargo,
the transportation sector is on the rise,
carrying wood, grains, livestock, etc.”.

In the meantime, everything is factored
in to ensure that transportation is done
safely. “When the driver leaves the plant
he already has his forest and load times
assigned, with an ample margin to ensure
a smooth travel and no rushing. Trucks are
equipped with GPS, and we monitor them
from the headquarters computers or even
from our phones. This tracking system
provides all kinds of information, such as
the truck’s speed, distance to loading or
unloading destination, arrival time, exact
location, with warnings for things such as
speeding, including a report per unit and
driver.”



Allowed payload

“We are allowed to carry 45 gross tons per
unit, according to regulations from the
Ministerio de Transporte y Obras Publicas
— MTOP- (Secretary of Transportation and
Public Works). But there are routes that are
not safe to travel and this situation worsens
day by day. Recently, the MTOP installed
two more scales to control payload in each
unit, and companies receive expensive
fines if an overload is detected, but we
don’t see any improvement on road
conditions,” says Bercianos.

The equipment weighs 14.5-15 tons, which
means that the truck can carry between
30.5 and 30 net tons of wood.

Salaberry adds that “the MTOP scales
control axle and total weight, the latter
being 45 tons. The scales have a 3%
tolerance, i.e. 1,350 k, but if that tolerance
is exceeded by just 1 k, you are fined for
1,351 k.”

Chip transportation cargo, route 2 at km 300, Rio Negro

The terminal

TL 300, the companies’ terminal, is located
outside Fray Bentos city.

It has 1,300 m? of indoor facilities, over
an area of six hectares. “The indoor part
is divided into administrative offices
and three warehouses, a tire shop, metal
shop and a mechanical shop. The latter,
spreading over 300 m? has the best
technology and the latest tools,” explains
Salaberry. “It is a large workshop with
spare parts warehouse and an engine
tuning shop. We have three mechanics
that deal with anything related to trucks,
and three metallurgic mechanics who
deal with anything related to semitrailers,
trailers, and special chip transportation
equipment. The tire shop works around
three shifts, and its operations also include
aligning and balancing. Each workshop
keeps track of what is done to each unit
and at what mileage point. We also have
a control system for each tire, in use and
stored”.

“Day after day at our terminal we must
become more efficient than the previous
one, checking units, repairing them when
needed, and be ready and safe for the next
assignment,” concludes Bercianos.
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