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EXECUTIVE SUMMARY

The Utwa Walung Conservation Area (UWCA) 15 2 community based

conservation initiative supported by the South Pacific Regional Environment
Programime (SPREP). The UWCA is centred on the most extensive area of
mangrove and seagrass habitat in Kosrae, and generally compnses reef lagoon,

estuary and associated wetlands, and surrounding terrestrial environment.

The UWCA is considered to contain the largest and most prisone examples of
manne and terrestmal wetland ccasysterns in Kosrae. Unique features of the
arca include the marnne lakes, the largest of which 15 Lulu Urwa, with depths
of up to 60 fr, which forms part of the enclosed waterway hoking Utwa and

Walung harbours.

Utwa Adventure Riesort Corporaton has applied to the Kosme state
government to construct and operate an over-the-water resort in Lulu Urwa,
and also a land-based resort development in Walang, both wathin the
UWCA.

Kosrae currendy receives much of its income from US Compact Funds.

As these funds are scheduled to stop in the near future, the Kosrae state
government is keen to support projects which could mutigate the likely effects
of decreased revenues and increased unemployment which will occur with
US Compact Funding cuts. Accordingly, the Kosrae state government 1s
generally supportive “of the principle’ of the proposed resort development

project.

To evaluace the likely environmental effects of the proposed project(s) on the
UWCA, SPREP engaged a consultant to undertake a preliminary

environmental impact assessment (EIA) of the proposal(s).

1T
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There are presently more cthan sufficient hotels, and capacity, to support
increased transit numbers to Kosrae, The need for the proposed resort has not
been demonstrated, and che business plan suggests the proponents have not

undertaken appropriate market research.

The technical and economic feasibility to the proposed development(s) 1s
questionable, as is the ability of the project proponent to successfully conseruct
and operate such facilities. Accordingly, the purported benefits of the

proposed development may not be reabsed.

The need for the parucular project has not been demonstrated. Kosme needs
more tounsts and/or tourst dollars. There arc presently sufficient hotel
roonis to cater for increased tounsts. The desired benefits of revenuce and
employment of increased tounst numbers could be realised through bereer
promotion of Kosrae, given the available spare capacity of the existing hotels.
Tourists could also be encouraged to spend more on locally made goods and
services which would also increase revenue and employment without the
need for more resort hotels. All hotels have the capacity to increase room

numbers should significantdy increased tournsm eventuate.

The key ssue associated with the proposed development(s) is location, and
this cannot be mingated. The only way that this issue can be addressed at

present is to locate the resort(s) outside the UWCA.

The proposed resort developments have a high potenual to degrade the
UWCA environment. The aesthetics of the Lulu Utwa area would be
significantly degraded by houseboats, and the water quality of Lulu Utwa
would probably be adversely affected due to the likelihood of contaminants
entering the water from the development. Fragile ecosystems could also be
adversely affected, and hence developmencin this area should be prohibited as

a reasonable precaution.

TRAr
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The Walung site does not appear to be particularly suitable for the proposed
development because of erosion, and adverse water quality effects are likely to

result from waste water discharges.

If more resors are demonstrated to be essential for tounsm, the need for
which cannot be provided for by expansion of existing resorts, then

alternacive sites outside the UWCA should be invesugared.

The UWCA does not yet have a management plan, which would set out
policies to address che vanous issues confronting the local communities,
including eco-tounsm. Until the management plan has been prepared and
implemented, major development proposals such as the proposed resorts are
premature and would result in ad hoc development wich potentially

significant adverse affects.

The UWCA management plan should review, and then possibly build on, the
Kosrae State Land Use Plan and the Kosrae lsland Resource Management
Plan. Under these existng plans, the UWCA 15 already included in the areas
of partcular concermn (APC).

This process needs to be underaken by the community to ensure thac their

aspirations, as well as their concems, for the UWCA are addressed.

The objective of the UWCA management plan is to put in place policies

which will ensure that any development is ecologically sustainable.

The communirties need to formulate, and then agree on, policies to address
the issues such as resource harvesting and eco-tounst activities. For example,
one area of concem (i.e. an issue) regarding eco-tourism in the UWCA could
be whether all, or only a few, of the villagers wall benefit from a particular

project or activity.

SQUTH PACHIC REGIOMAL ENVIRCHIMENT FROGRAMME
PROPOGED TOURGET RESORT DEVELCRMENT wii

REFERERCE MWUBABER, TSOR14  Juby 1970



A policy could therefore be developed which establishes criteria which tourist

activities have to meet, for example:

* equity of distribution of the benefits of tounst activities amongst the

villagers of Utwa and Walung
* predominance of benefits to Kosraens, not outsiders
* demonstrated technical and economic feasibility of the project
*  cmployment opportunicies are available to all the UWCA communities

* if the developer is from outside, then only developers with a proven track
record in ¢cologically sustainable developments can work within the
UWCA,

[n preparing a successful community based UWCA management plan which
will form the basis for any subsequent development, the present institutional

arrangements also need to be reviewed.

At present the Utwa-Walung Marine Park Board is comprised of Directors
mostly appointed by the Utwa Municipality. There is a very real potennal for
the Manne Park Board, as it is currently structured, to be seen to be actng for
particular interest groups, or those of only a few landowners and their

fanulies.

At present the Marnne Park Board does not appear to be directly accountable
to, nor truly representatve of, the communities they were established to
represent. It would appear to be more appropnate for a truly representative
group to be elected by representanives of all of the families of the villagers
having customary rights over, as well as those owning land within, the
UWCA. The name should also be changed to reflect the wider conservation

area, for example the UWCA Management Board.

il
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We consider that the proposed resort development as currently proposed in
the business plan has nothing in common with ‘eco-tourism’, and is not an
‘eco-tourism development project’. Indeed the proposed resort development
presents a very real threat to the UWCA, and to the current eco-tourism

industry successfully operating within the UWCA.
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1.0 Introduction

1.1 Purpose of this Report

This Preliminary Environmental Impact Assessment (EIA) has been
undertaken by the South Pacific Regional Envitonment Programme
(SPREP) to evaluate the likely effects of a tourist resort project which is

proposed to be lacated in a regionally significant conservation area.

A comprehensive Environmental Impact Statement (EIS) wall need to be
undertaken by the tourist project proponent as an integral part of feasibilicy
studies as required by the Kosrae Island Resource Management Program

Regulations for Development Projects (1994).

The proposal 1s to design, build and operate an “over the water” tfloating
bungalow resort which will be tocated in the mangrove fringed lagoon
adjoming Utwa harbor. As this site is instde the Urwa-Walung Conservation .
Acea (UWCA), established with financial and technical assistance from

SPREP, the Conservation Area Support Officer (CASO) requested that a

preliminary EIA be undertaken by SPREP.

The primary purpose of this prehminary EIA is to provide information for the
communities so that they are informed about the likely environmental effects .
of the proposed tourism development project. An external EIA of the

development proposal was also recommended by Terra Firma (1997).

1.2 UWCA Administration

Reference is often made to the Utwa-Walung Marine Park, and the Utwa-

Walung Marine Park Board has been established as a Chartered Corporation

to coordinate the sustainable management and funding of the conservation

area. The Manne Park Board 1s in effect the Conservation Arca Coordinating .
Commuittee advocated by SPREP (1996).
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As stated by Nena and La Fleur (1997), the terms “Manne Park” and
“Conservation Area” are often used interchangeably to describe the same
area. However they are not synonymous, and the Manne Park is merely that
part of the conservation area which incorporates the manine, reef, estuarine,

lagoon and mangrove forest ecosystems below the high water mark (1.c. state

land).

For the purposes of this preliminary E1A, the term UWCA 15 used to desenbe
the conservation area and includes both privace and state land, and freshwater

wetland forest ccosystems as well as mangrove forest and marine ecosystenis.

Whilst this prebmunary EIA examines the specific proposal(s) put forward by
the Utwa Adventure Resort Corporation, it also addresses the wider issues

associated with development anywhere within, or in close proximucy of, the
UWCA.

1.3 Terms of Reference for the Preliminary EIA

The Terms of Reference (TOR) state that:

Generally, the consultant will be responsible for carrying out an EIA of the
proposed resort within the UWCA Project in Kosrae, Federated States of

Micronesia.

Specifically, the consultant will carry out the following tasks:

*  Review lierature pertaining to the proposed resort development;

* Confirm where possible the authenticity of the proponent(s);

* Review and comment on proposed resort design, location and method of
constricron;

®*  Determine direct and indircct effects of (the proposed) development on

the conservanon area;
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*  Detenmine direct and indireer impacts (including social, cultural and
¢conomiic) of (the proposed) development to local communities of Utwa-
Walung;
= Consult with local communities to determune whether or not they have
been fully informed of the proposal and whether there is support for the .
development;
* Consult with relevant government officials to determine if there is support

for the proposal;

= Atthe end of the field assignment, report on findings to conservation area
projece saaff, local communities, and relevant government officials;
*  Prepare and submit a formal report to SPRED;

*  Other tasks as the consultant deems necessary to complete the assignment.
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1.4 Program

The following study program was established to undertake the TOR:

Wednesday, 20 May

Arnval and bnefing by Madison Nena, review of literatuce
perraining o the proposed developmieit

Thursday, 21 May

Consultation with Government Departments and Agencies to
determine support for the proposed development

Friday, 22 M'ay

Consultatgon with the local communities to determine awareness

of the proposed development and leve] of support

Saturday, 23 May

Visic to the Utwa-Walung Conservation Area, consultation wth
villagers using the resotirces

Sunday, 24 May

Church ateendance, and writing up notes from previouvs days
acavities

Monday, 25 May

Mccri;l;;l with the Office of the Governor (a.m.) and meeting with .
the Urwa Communicy {(p.m.)

Tuesday, 26 May

Meeung with the Tafunsak Communicy (a.m.) and Meeting with
the Walung Communirty (p.m. and overnight}

Wednesday, 27 May

Meeting with Municipal, Government Deparanent and Agency
Representatives to report on preliminary EIA findings

Thursday, 28 May

Debricfing with Madison Nena and Departure

2.0 Environmental Management

2.1 Environmental Laws and Regulations

2.1.1 Kosrae State Constitution

Under Article X1, Land and the Environment, Section 1 states that 2 person

has the right to a healthy, clean, and stable environment. While providing for

the orderly development and use of natural resources, the State Government

shadl by Jaw protect the State’s environment, ecology, and natural resources

from impairment in the public interest.
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2.1.2 Kosrae lsland Reesource Management Program (KIRMP)

Kosrae State Law 5-56 formally established the KIRMP, reflecting both a
concern and commitment to manage Kosrae's fragile and limited resources for
present and future generations. The KIRMP development review process is
designed to encourage sustainable economic and social development, while at |
the same time mininuze haonful impacts to Kosrae's unique environmental

and cultural resources. The program does not intend to prevent individual

landowners from making use of their land, only to prevent harmful impacts

from jeopardizing Kosrae’s future.

Under KIRMP, the preparatuon of an EIS is required if one or more of the
criteria listed in the regulations are applicable to a project proposal. For the

proposed development projece, the following enteria are applicable:

= Tt s reasonably foreseeable that the project will cause a significant '|
envitonimental impact on marine and coastal resources, mangrove
resources, social/cultural/historical resources and planes and animals, '
* [t is reasonably foresecable that the project will fail to comply with all the
applicable nunimum and environmental qualicy scandards for water and air N
quality, waste management and noise control. '
= It is reasonably foresecable that che p-rujrct will be incompatible with
surrounding land and water vses.
* [c1s reasonably foreseeable that the project is controversial and will invoke
public opposttion,

* The project invalves a foreign investment pemait.

2.1.3 Environmentl Management Strategy

Kosrae participated in the development of the FSM's National Environmental
Management Strategy (NEMS) in 1994 and which is now being
implemented. The main components of the NEMS include integrating
environmental consideranons in econonic developmenc, improving
environmental awareness and education; managing and protecting natural

resources; and improving waste managenient and pollution contral.
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The NEMS also tecognises that the states are ultimacely responsible for
protection and preservacion of their resources. Historically, there has been a
strong division between federal and state government. A review of che
environmental laws and regulations would suggest that the national (FSM)
governmient plays an important role in environmental manngmﬁcm.
However, in practice, the role of the FSM is significantly less. This is due
partly to the fact that there are no federal offices or resource managers
stationed 1in Kosrae to enforce or administer the regulations, or to coordinate

with state ofhicials (Phillips, 1993).

2.1.4 Marine and Fishertes Code
This code has now been finalized and is with the Legislature. The code,
which addresses both fisheries and manne resources management, and marine

safety, is expected to become law next session.

2.2 Institutional Arrangements

Under KIRMP three new adouniscrative bodies have been created to achieve
the goals of better inter-agency coordination and effective development

review and planning.

2.2.1 Program Office

Under KIRMP, a two person Program Office has been established consisting

of Program Director (who also serves as executive director of the

Development Review Cormmnission, and a Program Advisor (who has training -

in coastal resource management principles and EJA).

A major purpose of the Program Office is to help streamline project approval
for potential developers. The Program Office serves as a point of contact and
source of information for permit apphbicants. Based on cntenia established in
the regulations, the Program Office staff will inform an applicanc whether a

project needs a permit and if ic will require an EIS.
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The Program Office will also monitor projects that have been approved to
make sure that all requirements and conditions established by the permuc are
being followed. The Program Oflice will assist the State Agencies and
Attomney General's Office in enforcing the KIRMP regulations.

2,22 Technical Advisory Commirtee (TAC).
Once a development apphication has been filled out and submitred to the

Program Ofhice, it wall be forwarded to the TAC for technical review.

The TAC is a ten-member conunittee that serves two main functions: (1)
provides multi-disciplinary technical guidance in the review of development

proposals, and (2) improves coardination among government agencices.
TAC has members represenung the following Kosrae State Agencies:

=  Bureau of Planning and Statistics

*  Construction and Engineenng

*  Department of Transportation and Utility
*  Division of History and Culture

*  Department of Agneolture and Lands

*  Division of Manne Resources

= Division of Tounsm

=  Division of Forestry

* Division of Environmental Health

*  Kosrae Utilities Authonty

2.2.3 Development Review Cammssion (DR.C)

The DRC is a five-member commussion appointed by the Governor and
confirmed by the State Leguslature. It has assumed the responsibilities of the
former Environmental Protection Board that was eliminated under KIRMP,

as well as some new responsibilities,
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One of the DRC’s main functions is to evaluate project proposals based on
recommendations from the TAC and the general public. After evaluating all
technical and public input, chey will formally approve or reject the proposal.
If the apphcation is approved, DRC will issue a permit for the project to
proceed. In some cases, they may condition a permit to require changes in
siting, design standards or construction methods for a project in order to
nminimise damage to the envitonment. Project proponents may appeal a DRC

decision to deny a permat.

2.2.4 Department of Agriculture and Lands

Land-use junsdiction constitutonally remains a state responsibility in che
FSM. The land management organisations of Kosrae are vested in two
govemnment agencies, The Department of Agnculture and Land, and The

Land Commmussion.

The Land Commission operates as an independent authority which has the
authonty to determine and register interests in land and to refer to the Court

difficult issues of law amising from contested parcels of land. Land

Management provides survey and mapping services to the government and to
the public. Boundary identification, adjudication, and deeding of public and
private lands are only slowly being completed on Kosrae. About 68% of the

private lands still need to be surveyed.

Another complication is that the intedor lands are government owned, but
most of the boundaries are poorly delineated, and some land owners have
pushed private property boundaries up-slope into areas too steep even for
forest cultivation. (Kosrae State Government, 1992a). The land deemed to be
government owned was originally determined by the Japanese administration
shortly before WWII. In 1932 the Japanese seized all uncultvated land.
Additional land was purchased in 1935, by a Japanese agricultural company.
All rights to lands acquired by the Japanese administration now belong to the

government in trust for the people. However, because these lands were

AT
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onginally taken from Kosraen landowners, disputes over land ownership
continue. Section 9 of Article X1 of the Constitution states that he Stace
Govemnment shall iransfer to the original owners, therr heirs or assigns, all
public land above the fapanese line. The procedures for this transier shall be as
prescrbed by faw. This law has yet to be drafied.

3.0 Need for the Project

3.1 Tourism Development

Tounsm development projects are viewed pasitively by the State
Government, as such projects are seen to create both wealth and employment,
and to therefore benefit Kosrae. Alternative options for wealth and
employment appear limited, and tounsm 1s considered to be one sector with

growth porencal.

Kosrae currently has four resort hotels (Kosrae Village Resort, Nautilus,
Treelodge and Sandy Beach), and two budget hotels (Tradewinds and
Coconut Palm), that combined provide a toral of 57 rooms. Occupancy rates
for the resort hotels (which have a combined total of 48 rooims) appear
however to be an average significancly less than 50%. Accordingly there is
already, in effect, ac least a 20-room resorr hotel aver capacity which 15 not
being utihized. Should occupancy rates increase as a result of ncreased

tournsm, all of che resort hotels have the capacity, and plans, for expansion.

Approximately 2,500 people visit Kosrae each year. Immigration data suggests
that about 50% of the visitor armvals in Kosrae are tounsts. However, af
tounsts are defined as “visitors wath the principal purpose of holiday", (1.2. not
wvisiting friends and relatives) then only about 10% of total visitors, or 250
people, are tourises (Terra Firma, 1997). Most tounsts are from USA and
Japan, and come to Kosrae for diving and to experience the culture.

Accordingly, most tourists who currently visit Kosrae are eco-tourists (i.e.

1A
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have come to see the natural unspoiled environment of Kosrae and to assist in

its conservation).

The existing resort hotels are all of a high standard and provide a range of
accommodation style from traditional bungalow to block unit. Resort hotel
room rates currentdy (May 1998) range from $50 to $84 for single and $72 to
$104 for double. Budget hotel room rates mnge from $35 (single) to$50
{double). Accordingly, prospective tourists already have a fairly wide choice

as to type of faciliry, and price structure.

Whilst more hotels will in theory provide more employment, unless
significantly more tounsts come to Kosrae the number of tourists will merely
be spread more thinly over the exastung hotels. This could make some of the
existing hotels uneconomic thus leading to job losses. Already at lease two

hotels (Hotel Kosrae and the Horizon Hotel), have failed.

Given the generally low occupancy rates which reflects low tourise numbers, a
coordinated marketing campaign to bring more tourises to Kosrae (to becter
utilize the existing tourist facilities) may bring greater returns than a new
resort complex. From an environmental perspective it would almost certainly
be preferable to expand the existing facilities than to create new facilities at

green ficld sites.

The proposed resort facilities are stated to be aimed at a specific (wealthy eco-
tourist) market, which the proponents consider is not currently available on
Kosrae. However, most tourists are already coming to Kosrae for the nature-
based attractions (reefs) of the island. The proponent appears to be suggesting
that wealthy people are not coming to Kosrae because the existing
accommodation facilities are not sufficiently up-market, or that the locations
of the existing resorts are not sufficiently attractive. This assumption needs to
be backed by professional market research. At present there is no information
available to demonstrate that there is sufficient demand for the proposed

project and as such the need for the project remains highly questionable.

I H
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There 15 also no evidence that the project proponent has successfully
implemented a stmilar project, requiring high environmental standards,
elsewhere. The project proponent is, however, understood to be in the

process of constructing a land based tounst resort facility on an island in Yap.

Given the nature of the proposed project (i.e. a private commercial
enterprise), the need for the project and the credibility of the proponent
would normally only be of concern to funding agencies. In this instance,
however, these matters are important because of the proposed location of the
resort(s) within the UWCA and the potentially significant long term adverse

environmental effects associated with the project.

3.2 Community Expectations

Rapid appraisal techniques were utilised to initially gather, and later vahidate,
the views of Government and the local communities of Utwa, Tafunsak and

Walung, on the proposed project(s).

The initial meetings with Government Departments and Agencies, including
the Governor of Kosrae, indicated general support for the project because
they believed it would benefic Kosrae through increased revenue and
employment. There is considerable polideal pressure for new development
projects to offser the anticipated cuwing-off, or reduction, of US compact
funds. However, all the people interviewed {refer Section 10D) in
Government also supperted the UWCA, and did not want to see the UWCA

jeopardised by this, or any other, proposed development.

The Ucwa Walung Marine Park Board were very supportive of the project, as
they saw it as a source of revenue for the UWCA, and for other purposes (¢.g.
an education trust fund). Alternagvely, some Government Departments and
Agencies (Marine Resources, Administration) were not aware of the project,

and expressed concern as to the impact of the project on the UWCA.
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At a Jocal level, one of the perceived benefits for the resort at Lutu Utwa was
increasing land values in che area, and providing employment opportunities in
Utwa village. Employment was also scen to be a benefit to the Walung

community, although ordy to a few fanuhes.

When the preliminary EIA study findings were presented to the local
communities and Government Departments and Agencies, the requirement

for a management plan in advance of any tounst resort facilicy was supported

(1.e. vahdated).

In summary, from discussions with government departments and agencies,
and local cornmunication, the benefits of the proposal appear to have been
overstated. Certainly the expectations appear to be unreahstically high and,
apart {rom those very few landowners whose land will be leased for particular
facilities (including infrastructure), and whose fammulies because of proximity
are likely to be the bkely employment beneficiaries, are unlikely to be

realized.

If the benefies are not realized at all due to project failure, then the
consequential effects could include loss of confidence in the viability and
benefits of nature-based tourism and the withdrawal of community support
for the UWCA. Should this occur, then not only would the proposed
development fail to support the UWCA, burt the proposed resort

development(s) could actively conspire against it.

4.0 Project Description

4.1 Project Design

Detatled technical information on the proposed development is not currently
available. However, two resort complexes appear to be currently proposed by

the proponent:

LE{HT
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e  QOver-water accommodation units located in the sheltered lagoon of Lulu
Utwa {near Foko Salap). The units are essentially houseboats, which will
be permanently anchored in the lagoon or tethered to the adjacent
mangroves. A restaurant facility 1s to be located on elevated ground
immediately adjacent to the road near Sipyen, Access to the restaurant
from the accomumodation units is to be via a boardwalk through the
mangroves. Access to the boardwalk from the houseboats will be by boat.
The distance from the restaurant to the boardwalk lagoon landing facility
(presumably a pontoon jetty) does, however, appear to be quite

considerable (several bundred feet).

¢ Oun land accommodation and restaurant facility, and supporting

infrastructure, located in the village of Walung.

Both resorts are located 1n the UWCA, and the over water facility is also
located in the ynanne park component of the conservation area, as shown on

Figure 6.1.

4.2 Technical Feasibility

[nformation on the proposed project is set out in the project proponents
business plan (included as Appendix A). The proposed locations of the
accommodation complexes raise considerable technical challenges, which will
need to be addressed by specialist invesagation and design. That, to date,
there do not appear to have been any studies to address these technical
challenges mise doubts about the seriousness of the proposal(s), and the ability

of the proponent to deliver sustainable nature tounsm to the area,

The business plan forms the core of the project proposal, and s set out in
sections titled Products and Services, Market Definiaon and Opportunaty,
Competition and other Influences and Marketing Strategy.  All these sections
show inconsistencies / weaknesses and cast doubt on the techrical viability of

the project, as outlined below.

1
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4.2.1  General

The project proponents state that they “have been researching the developing
Eco/Adventure travel market for the last year”, and stress the short flight time
span to Kosrae for the Asian traveller and the opportunity to combine with

gambling in Tinan and shopping in Guam.

Neither Asian travellers, shopping nor gambling are associated 1n any way
with the emerging eco-tourism market trend. They all reflect a type of
tourism associated with mass-tourism, exactly the opposite of what the
proponents purport to want to develop. The market for ecologically aware
tounsm, although growing, 1s still a small niche market, specifically associated
with the USA, Germany, other northern European countries and
Scandinawia, certaanly not Asia. The reference to competing with the more
distant (to Asia) locations of Hawais, Fij) and Tahia, ignores the very similar,
closer, and significandy less expensive, tournst destinations in the islands of

South-East Asia.

4.2.2 Products and Services

A major goal stated by the proponents is “to adhere as closely as possible to
the principals of Eco-tourism”. The proponent then lists a set of principles
that could be applied to any resort development in the Pacific. Excluded

from this list are a few fundamental principles from Eco-tourism Society
(USA) such as:

o Eco-tourism encouvrages the avoidance of the negative environmental and
cultural impacts of tourism that can damage or destroy the integrity or
character of the natural or cultural environment being visited. The
location of the project in itself defies this principle and is discussed further

n Sections 6 and 7.

s Eco-touristt promotes the conscrvation of natural and cultural resources

through assistance in the conservanon and enhancement of the

!
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environment ¢.g. funding or supporting conscrvation work, acavely
mvolving participants in conscervation projects. This is not mentioned 1n |

the business plan, nor included in the financial analyses.

4.2.3 Market Definition

Eco-tounsm may well be the fastest growing segment of the tounism industry,
however, it is also one of the smallest. Simply to suggest that you need only a
tiny share of the big Hawaiian, Fijian or Tahitian markets, is not sufficient to

define the market for the proposed resort as this applies to every single hotel .
property in the Paaific, lec alone Kosrae. TCSP, PATA and the WTO

provide a detail market daca that should have been sourced to ¢nable better

market definition.

4.2.4 Competition and other influences

Little of the information provided on the Asian market takes into
consideration the current Asian financial crisis and 1s quite irrelevant in che
context of this particular resort proposal. The business plan implies nuass-type .
tourism rather than eco-tournism, and the proponent appears to be confused as

to which market the purposed project 1s targeting. The only sector the |
proponent appears to understand is mass-tounism. No reference is made in
the business plan to eco-tourism alternauves now being offered in the
Hawaitan 1slands for example. A number of small ¢co-tour operators have
also entered the macket throughout the Pacific in building eco-lodges. There

is also no reference to local existing competition in Kosrae itself.

4.2.5 Marketing Strategy

The Markeung Strategy includes nothing unusual. The tourism resorts on !
island are already engaged in all of the listed marketing activities with the

exception of the toll-free (800) phone number. In order to take advantage of

the 800 number, this resort would have to have an office elsewhere, as 800

numbers are not available in the FSM.
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A marketing steategy wichout reference to travel wholesalers clearly indicates a
poor understanding of the travel/tounsm business. Travel agents seldom
book directly. They use travel wholesalers who combine nett wholesale
airfares and wholesale hotel rates, produce flyers and brochures, and promote
the destination to a large base of travel agents. Travel wholesalers normally
work with commission levels varying becween 20% and 50% off the rack
rates. The 15% commussion assumed in the business plan is unlikely to be a

empting nor attractive proposition to travel wholesalers.

4.3 Economic Feasibility

The econonic feasibilicy of the over water resort facilicy 15 set out in the
project proponents business plan {Appendix A). The financial information
contained 1n the business plan does not appear to have tken into account the
special citcumstances of location, and as such construction costs and

maintenance costs are likely te be significantly underestimated

The business plan, submutted by the project proponent, has been evaluaced
by the Department of Commerce and Industry. The Departmients indings are

sunimanzed as follows in Sections 4.3.1 10 4.3.10:

43.1 Loan

The plan assumes a loan on 81,200,000 ar 4% interest for 30 years with a grace
period extending to two years after the beginning of the operanon without
accruing interest.  The plan indicaces that the only collateral for the loan wall
be the resort iiself. No valuaoon is made on the lease of the land The FSM
Development Bank advises the loan would be 7% interest over 25 years. The
longest grace period would be one year from the time of the firsc
dishursement. In addicion, incerest acerues from the time of the fist
disbursement. The Bank would be willing to spread the accrued incerest from
the grace perod over the terni of the loan to make payments casier. The
bank would also be walling to use the value of leased land as collateral. This

would add an additional interest expense of approximately $80,000 per year

FOUTH PACHC REGICHAM, DNVIRCHMENT PROGRAMIE
PROPOISED TORRMT RESDRT DEVELORMENT 18

REFERENCE MUBBER F50714  Juby 1559



for the first two years, and Increases the projected interest expense in the

following years by over $30,000.

43.2 Decpreciation Expense

An esumated 1,320,000 15 to be spent constructing the resort complex and
purchasing furnishing and equipment for the facilicy. These can be expected
to depreciate completely in approximatcly 10 years, at which time they would
be replaced. The annuval depreciation would therefore be $132,000. No
deprecianon 1s included in the plan. Many people do not hike to consider
depreciation expense in their income and expense reports, as actual cash 1s noc
expended. Those people assurne char chey will gee another loan to replice
their assets when they are no longer useable. This project, however, plans for
the foan to fast longer than the assets are expected to fast, and expects the
assets to act as security for the loan. Depreciation expense must be considered
wiath this plan so that money s set aside for the assets to be repliced as needed.
As this resort is mieant to be floaung on the water, chere is reason to assume
complere depreciation in as few as five years, but this review analysis assumes a

ten year Life.

433 Gross Revenue Taxes
(rross Revenue taxes should be included in the Income and Expense
projeceions. Gross revenue taxes are caleulated as $80 on the firse 10,000 and

3% on all revenues over $10,000. The projected gross revenue taxes are:

Year 1: Year 2 Year 3 Year 4: Year 5
£12.920 $26,060 §30 200 £45 770 £49 055

434 Toom Rates

The room rates are sec at $250 per night. This rate has been set, assunung the
market to be very wealthy. The plin defincs the major tourises of the world
to be eco-tourisis and crtes partcularly the “76 mullion environmentally
sensitive baby boomers” from the US. There is no indication of the size of

the wealthy market and no highlighted strategy to target the wealthy marker.
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The roon: rates on islaind now range from $35 to $100. If this resort 1s unable
to charge their proposed higher rate, the income projection could decrease
more than 50%.

4.3.5 Shipping Expenses

The plan shows shipping expenses rnging from $500 o $2,000 over the 5
year period, Presumably the restivrant will be shipping food and supplies, as
is the practice of the other resaurants. Shipping expenses for food arc
generally about the sanie cost as the food. The projections for food expenses
range from $25,550 to $95,813 over the five year period. Perhaps the
shipping expense has been included as part of the food costs, but there are no

explanatons.

4.3.6  Lease Expenses

No lease expenses are included in the plan. However, even if the land is the
investment of the Manne Park Board panmers, some valuation of this assct
should be included m the plan as part of the valve of the project. If the
partners agree to make annual payment on the lease of the fand, the expense
of that lease should be listed in the income and expense projections for the
phn. There is no indicacgon of the amount of land to be leased or

contrtbuted, nor s there any valuagon of the land or the lease.

4.3.7 Markering Strategy

Although the plan contains no unusual marketing serategues, they expece
occupancy rates to increase from 20% to 40% by the second year of operation
and increase to 75% occupancy rate by year five. Kosmae's current expenence

15 30% occupancy rate.

LT
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4.3.8 Total Additional Expenses

Year 1 Year 3 Year ) Year 4 Year 5
Absolutely must be included:

Tnterest £83,096 81,214 $31,028 £28,684 £26,172
Dieprecianon §132,000  $132,000  $132,000  $132,000  $132,000
GRTax £12,920 826,060 $39,200 §45,770 $49,055

$228,01e  §$235.274  §202228 5206454  §207.227 I

Total Add

Might be included:

Shipping §25,550  $51,100  $76,650  $89,425  §95,813
Lease Exp g £ £ g e

The addiional expenses are sall based on the room rates and occupancy races
suggested In the plan. If room rates decreased, gross revenue taxes wonld also
decrease. [f occupancy rates decreased, gross revenue taxes, restaurant food

and labour, and some of the site operating expenses would also decrease.

The cost of the over-water resort factlity 11 Lulu Utwa appears to be
openustic. Over-the-water facilities are complex and are considerably more
expensive than comparable on-land facilitivs because of servicing (water,
power, sewage etc). In addition to design and construction costs, over-the-
water facilities ako attract higher maintenance costs. The project proponent

does not demonserace chat the costs ser out In the business plan have any basis.

4.3.9 Conservanve Estimare

Conservative estimates based on the 30% occupancy rate with roon races at
the highest rate in Kosrae of $105 per night would offer gquite a different
financial picture with the resort reaching the 30% mark during year 2 and

probably holding at thar rate.
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Year | Year 2

Revenues $226,000 $340,000
Cost of goods £36,000 £54.000

Expenses $441,000 $435,000
Profit/ (Loss) (8251,000) (8149.000)

4.3.10 Modified Conservative Estimate
Assunung the proponent were able to market to chose willing to pay 8250 per

night, but were unable to exceed the current occupancy rate of 30%, the

picture Is pot so dismal.

Year i Year 2
Revenues £438,000 £657,000
Cost of goods $36,000 854,000
Expenses $448,000 $445,000
Profit/ (Loss) (346.000) $158,000

4.4 Summary

There is currently insufbcient information which demonstrates the technical
and economic feasibility of the of the proposed resort development project.
What information is available raises serious doubts about the project’s

technical and econonue viability.

5.0 Project Options

5.1 General

Many opdons are available to achieve the Government of Kosrae’s objective
to increase revenue and employment from tounsm, and for the local
comumunities to benefit from ecologically sustainable development, including

eco-tounsm, wichun the UWCA.
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5.2 No project option

Given the low occupancy levels in the exisung hotels, increased revenues and
enmployment from toursm could be achieved by enticing more tourists to

visit Kosrae without the need to build another resort. By achieving better l
utilization of the existing Gicilities, and possibly expanding the existing

facilities to cater for increased tounst numbers, a no project option may

actually achieve the tourism goals af Kosme at considerably less capinal cost,

and environmental cost, than the proposed project.

Increased revenues and employment could also be achieved by encouraging
eX1STNgE tounsts to spend more money on goods and services whilst in Kosrae.
For example, there is corrently very bule in the way of crafts available for

[OMIrISES.
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5.3 Alternatives to the proposed project

No information s currently available on alternatives, to the proposed project,
which have been considered by the project proponent. Apparently a time-
share project and a land based lodge were considered, but it appears that the
current proposal has been evolving according to the “realities on the island”
{Terra Firma, 1997). However, as discussed in Sections 3.0 and 5.2, a
campaign to bring tourists to Kosrae and better utilize the existing facilities
would appear to be a viable alternative to achieve Kosrae’s tourism goals, and

those of the local communities.

Community based or individual home-stay tourist accommeodation is not
currently commiercially available on Kosrae, nor is bed and breakfast
accommodation. As recommended by Terra Firma (1997), such low nsk, low

impact alternactive tourism development stategies need to be investigated.

Tourist statistics indicate that tourists spend on average $95 each per day
whilst on Kosrae. This suggests that there are currently insufficient locally
made-goods or services available for tounsts to buy. Accordingly, a strategy
nceds to be formulated to encourage the existing tourists to spend more
money in Kosrae. If cach tourist were to spend $190 per day, then this would
have the revenue effect of doubling current tourist numbers without the

necessity to build more resorts.

5.4 Site options

Although it is relatively small, Kosrae has a correspondingly small (albeit
rapidly growing) population. Qutward migration is, at least from Utwa and
Walung, tending to offset to some extent the high bircth rate, as indicated by

the population statistics set out In Secuon 6.1.3.

—
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Alternative locations exist for new resort development projects. No
information is available, however, which demonstrates that altermnative sites
have been considered, by the project proponent, or why they have been '

rejected.

Site selection, insofar as private land is concerned, appears to have been based

on what the U.S. developer wanted. That the private land, which is proposed

to be leased for the tounsm development projects also happens to be owned

by Manne Park Board Directors or their immediace families, is stated by the I

Directors to be coincidental.

6.0 Existing Environment

Because of the ecological significance of the area into which the proposed
development is to be situated, considerable information is available on the

resources of the area and this has been suimmanzed by SPREP (1996). Much l
of the material contained in that document 1s repeated here, as it 1s important

that the overall, and not just the project specific, environmental setting is fully I

appreciated. i

6.1 Utwa Walung Conservation Area

The UWCA is located on the south-western coastline of the island of Kosrae,
as shown on Figure 6.1. While the total area has yet to be finalised with
landowners and the local communides, it generally comprises reef, lagoon,
estuary and associated wetlands, and surrounding terrestrial environment. Itis
centred on the most extensive area of mangrove and scagrass habitat in
Kosrae, which extends some 5 miles from Utwa Harbor to the village of
Walung behind the protection of low, barmer reef islands and includes

significant areas of interlinked terrestnal, freshwater and manne ecosystems.
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The area 1s considered to contain the largest and most pastine examples of
ymangrove, marine, and wetland ecosystems 1n Kosrae. Unique features of the
area include che marine lakes, the largese of which is Lulu Ucwa with depths
of up 1o 60 {t which form part of the enclosed waterway linking Utwa and
Walung Harbors. Generally these enclosed waters are much shallower, and

are only navigable at hugh nde.

Human use of the marine resources is alo diverse, ranging from fishing to
nature tounsrm, buc there are signs that resovrees are being over exploited,
evident in a decline in the numbers and size ol harvested species, cleared areas

of mangrove and Nypa, and invasive weeds.

Actual boundanes of the UWCA have not yer been established. Consulcation
with che two village communities exercising customary nghts and authoriry
(guardianship) over the area has been conducted on the understinding thac
precise boundaries can be established later sn the process. While agreement
has readily been reached on a central area of lagoon, reef and mangrove to be
included, further discussion and consvliation are required to deternsine the
cerrestnal boundary, as well as the extent to which the UWCA will extend,
up the west coast, from Walung towards Okat. This area includes the oldest

mangrove forests in Kosrae and the freshwater wetland 42 forest

6.1.1 Physical Resources

Geology

Little has been done in the way of a comprehensive geological survey of
Kosrae. The most deniled information can be found in archaeological scudies,
in particular Landscape Archaeology. Prehistoric Settlement, Subsistence, and
Environment of Kosrae, (Athens, 1995),

Kosrae consises of 2 main volcanic island and also a much smaller volcarue
island, Lelu. Kosrae is quite a young island, having formed some 1-2 nuillion
years ago. The main island is made up of two basaltic mnges nising to over

2,000 {t, whose slopes are scoured by deeply eroded valleys.
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Coring informaton from an archacological study provided information as to
the composition of areas within the UWCA. The base of the mangrove and
freshwater swamps are composed of coralline sand deposits. At approximately

20 ft depth the sediment is mostly silty peat

Few mineral resources besides sand and crushed rock have been exploited on

Kosrae. There is no evidence of any precious meralks.

Soils
A derailed survey of the soils of Kosrae has been undertaken, the resules of

which are summarised i a report entitled Soid Survey of the fsland of Kosrae

(Laird, 1983).

There are about 17 difierent kinds of soil on Kosrae, categorised by
topographic areas in which they are located. Because of the high rainfall,
Kosrae soils can generally be classified as highly leached, acidic, and with

highly transitional humus layer. The UWCA includes four general areas.

Soils in coastal tidal marshes (Naniak-Insak) arc very deep and very poorly
drained and described as loamy and mucky in the mangrove forest areas and
sandy and peaty in the tidal marsh areas (the main linueations of this unit for

most uses are wetness and flooding).

The coastal strand soils are comprised of sandy, cobbly soil, suitable for
coconut tree production. [n both groups, the soils formed in alluviem
derived dominantly from basic igneous rock, water and wind deposited sand

derved dominantly from coral, and organic deposits.

The lowlands becween the steep mountain regions and tidal areas are basically
swamyp forest and mixed forest. The soils in this group range are very decp
and somewhat poorly drained to very poorly dmined. They formed in
alluvium denved doninantly from basic igncous rock and in organic deposit
and are descnbed as loamy. This area is used for agro-forestry and woodland

and wildlife habitat, also wetland tro and banana,
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The soils on the uplands are moderately steep to extremely steep. The solls in
this group range (romt very shallow to very deep and are well drained. They
form in residuum and colluvium derived domminandy {rom basic igneous rock.
The soils are shallow and well drmined and described as loamy and cobbly in

SOMc¢ arcas.

Climate

The climate in Kosrae 15 characterised by high humudiry, heavy minfall, and
high temperacures. The average temperacure is 81 degrees F which temains
consistenc throughourt the year. Average monthly remperatures vary from che
annual average by less than 2 degrees F, and che difference between the
average nunimum and the average maximum cermperature 1s less than 14

degrees F throughout the year. Humidicy levels are gencerally very high,

ranging berween 78% and 95%.

The stecp mowntasn slopes, which nise to peaks as high as 2012 (t wichin a few
muiles of the shorebine, cause rapid cooling, resuluing in che high rain6tl
Rainfall, which averages 19 to 25 inches per year, is high year round wathout

distinct wet and dry seasons.

Kosrae is sitnated at the edge of the trade wind belt o 1ts east, which has anly
a slight effect on the island's climate. Kosrae rarely experiences typhoons
which tend to have their ongins to the west off the coasts of Pohnpes and

Chuuk then move westward (s¢ away from Kosrac).

Water

All communides on Kosrae currently receive untreated water for potable use.
Exastung wacer supplies include local gravity flow pipe systems from springs .
or from dams located on streams, together with individual household ninl

catchimencs (roof water).

Little data has been collecied as to the watershed areas within the proposed

UWCA. At least four wartershed areas have been identified which flow into
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the Utwa-Walung channel, meriting the need for protection of these

wacershed areas to maineain water qualicy.

6.1.2 Natural (Biological) Riesources

The Utwa-Walung mangrove wetland complex has been'recognised as a
pnority for conservation for some time by the Government of Kosrae, as well
as those Non-Government Organizations (NGOs) and research agencies that
have assisced it in its efforts to identify and conserve the environment. This
particular mangrove forest is the largest on the island and is unique in that ir
exists behind sand and coral rubble barner islands - a feature considered ta be
different from most other mangrove forests in the Pacific region (Metbn et a)
1993). These mangroves are considered to be particularly well developed, doe
largely to the fact chat other Micronesian mangrove forests were evidently
decimated by a particularly large cyclone early this century, which these
forests escaped. Some trees are over 200 years old, approximately 60% of the
mangrove forest area has average trunk diameters at breast height in excess of

30cm and individual fuZiohfoh/ {(Sonncerazia alba) trees exceed 40m in heighe

with trunk diameters at breast height of as much as 1.5m.

Ecosystems adjoining the mangroves and ecologically tnter-linked, also
exhibit particular significance. Kosrae’s masc outstanding examples of
freshwater swamp forest are found in the UWCA. The ka iree (Temminalia
carolinensis) dominates the freshwacer swamp forests immediately inland from
the UWCA's mangrove habitat. Icis endemic to Kosrae and Pohnpei and in
other areas of Kosrae was extensively logged by the Japanese. Such Jogging
often severely damaged che freshwacer wetland habitat. Ka oceurs in

association with nunu (Hoelieldia nunu) in the UWCA. Nune is endemic

0 Kosrae and traditionally its most imporuant, and sull widely used, timber

tree.

The swamp forests occurring within the UWCA are considered to be “the
most scientifically acclaiined 1n all Micronesia™ (Merlin et af 1993). Nearby,

but further north on the east coast are the anly other cwo major occiirrences
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of this habitat, one of which has in particular been identified as being
regionally significant and warranung urgent protection. The extension of the
circumferental road, if undertaken, would probably cross these aceas, and
unless included within, and protected under, the UWCA is highly likely that
they will be logged as they are located on povate land. This places an even

higher conservation status on the areas of this forest type wichin the UWCA.

The terrestrial ecosysterns adjoining the UWCA have been less well surveyed,
but are likely to include a number of endemic species, as well as being
important reservoirs of species traditionally used as medicines and for other
uses. In general it can be said that the lowland forests immediately adjoining
the UWCA demonstrate an histonical ang recendy increasing pattemn of
human use and modification, although locally some ndges and slopes are

relatively undisturbed and are known to contain extensive wildlife.

The lowland forests ate also Likely to act as access corndors for wildlife
between the mangroves and wetlands, and the upland forests. The lowland
forests also play an important role in catchment protecon - a matter of
considerable significance for the health and biodiversity of the wetlands,
lagoon and reef resources of the UWCA.

The lower slopes contain agro-forest gardens, a traditional form of tand use
stlll used today. These gardens are not considered to detract from catchment
protection values, and of importance to the UWCA project, represent a
successful rradicional approach to sustainable agrcultural practice in their
current form. Typically, crops such as taro, yams, and tapioca are grown
amongst tree species including breadfruit, coconut, banana, mango, guava,
perfurne tree and various citrus species as well as dmber trees such as 42 and
nunu. Pesacides, herbicides and agnecultural chermucals (such as fertiliser), are

not generally used presumably due to the high cost of such imported

matenals.

The marine enviconment has been subject to some scientfic assessment

during the late 1980s and early 1990s. While 1t is considered to be relatively
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unmoduied and of high diversity rclative co Kosrae’s lagooons and reefs
generally, the local people in particulac note the decline in abundance of the
species which they unibse, and the beginnings of the effects of siltation from
the existing road In certain places. Despiee this, however, the UWCA
provides a large volume of manne resoucces for the local cormmunities,
especially mangrove crabs (Scylla serrata), fsh, clams and forest products such
as Nypa Palmn fronds (Nypa frutcang) for roof thatching, and jnangrove
timber. Cutting of mangroves {or timber, particularly the practice of clear

cutting, 1s an ncreasingly severe threat to the UWCA.

A marine survey (Wilson and Hamilton, 1992), reported that the coral reefs of
the UWCA are “healthy and flounshing™ and representacive of the diversity
of corals found in Kosme, with 145 of the 180 known coral species being
present in Kosrae. The good representation of coral colonies of a full range of
ages, and 1n particulac the large size of many old colonies (some table-top
corals being neacly 4 in diameter) is considered to be quite unwsual and
idicative of a long period without severe storm wave action. This 1s noc
common in Micronesian reefs and lagoons, and is relatively rare throughout
the Pacific. In addiion a number of species of corls, invertebrates and fish
uncommon to rate elsewhere can be found in relative abundance. The survey
report concludes that the UWCA s 2 special part of Kosrae which contains
resources that are among the most remote and prstne on the whole island...
Some sites at Foko Bac, Foko in Wiyu, Foko Saoksa, and the Yela-Mwot recf

area are considered to be excepuonal (Wilson and Harulton, 1992).

[n addition Wilson and Hamileon, (1992) note that the combination of rich
and hcalthy coral reef, scagrass, mangrove and swamp forests (1o the arca)...ss
relavvely undisturbed and may be anmong the bese i Micronesia... The recl
slope and flats berween Molsron Yela and Molsron Mwot also warrant
consideration of protection due to their high producovicy and drversity of

manne life.

Accordingly, whilst the highest biodiversity in the area was recorded at Foko

Saoksa, the coasthne mumediately north of this conuins consistently bigh
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values of biodiversity and abundance. In addition, this area of reef also
includes the existing Trochus reserve, which the survey team recomnmends for
sotne form of complete protection, rather than just for the protecrion of
Trochus. Together. the biodiversity values of these reefs and those of the
adjacent freshwacer Terminalia wetland forests, are a particular focus for the
communitics as they consider the definition of UWCA boundanes generally,

and in partcular the northem extent.

Of relevance to the tournst potential, the area also conuains significant
historical resources. In particular the wreck of the Leonora is casily accessible
for diving. This is the shup of the notorious “pirate” Bully Hayes and is rated
as the third most famous ship to sail the Pacific after the Bounty and the
Endeavour {Mitchener and Day, 1957).

In general, the UWCA comprises a core area of highly significant reef,

lagoon, mangrove, seagrass, and freshwater wetlands, which support healthy
and flounishing resources. [tis an environment utilised by local communities
both for subsistence purposes, and to denive cash income from the sale of
resources harvested in the area (such as nmangrove crabs and timber), and the
promotion of nature based, or eco, tounsm. In addition, the immediacely
surrounding terrestmal environment is used for agncultural purposes. Thus
area 15 ccologically very important to the long-term health of the wetlands and

the sustainability of manine resources.

Although activiues in the area are mainly directed to meetng subsistence
needs, there has been a noticeable deterioration in the state of the lagoon,
associated fishenes and the mangroves. Community leaders report that there
is a decline in fish, clam and crab populatons. The mangroves are beginning
to be adversely affected by over-harvesting. Sedimentation has increased 1n
recent years, Though there are no quantitative data, evidence can easily be
seen in cthe lagoon. Dredging and road building are major activides of

concern,
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6.1.3  Social (Cultural) Resources

Population and Growth

There are two main population centres in the UWCA. Utwa, with a
population of approximately 1,300 people in the municipalicy, and Walung,
considered a part of che Tafunsak municipality, with approximately 230
people. Sctlement 1s concentrated in the cwo villages, with individual

homesteads along the nain road.

The populanion of Urwa and Walung has renuined relatively stacic over the

last few years as shown in Table 6.1:

Table 6.1 Population Data for Utwa and Walung
Municipality 1989 1990 1991 1992 1993
Utwo {149 1172 1195 1218 1242
Walung 210 214 218 22 | 227 | l

Source: Bureau of Planning Stanstics (1994).

However, it has been noted that overall Kosrae is expeniencing rapid
population growth. The annual growth rate is estmated to range berween
3.0%-3 2% per year, which translates to a doubling in the populavon every 24
years (FSM 1989; Kostae State Government, 1992a). Evidence for tapid '
growth can also be found in the age distribution of the population. In 1991,

S50% of the population was under the age of 17 years (Kosrae Scate

Government, 1952a). Even if birth rates are reduced 1n the future, the

popudanion will continue to grow, as the younger generation reaches child

beanng age.

Socio-economics

There ate no extremes of poverty in the UWCA bat most families live at

subsistence level, with few matenal possessions. Kosrae's economy is roughly

ewo-thirds currency based, and one-chird subsistence. The present monetary
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economy Is at least 90% dependent, directly or indirectly, on government
expenditures and not on the production of marketed goods or services

(Auyong ecal). Most of the government revenue comes from U.S. Compact
Funds.

Because of the distance from Tofol few individuals in Utwa and Walung have
employment. Hence in relative matenal terms, villagers in Utwa and Walung
are less well off than those living 1n close proxinity to the capital, Tofol.
Locally based and controlled eco-tounsm i1s beginning to offer a way of

deriving income for some villagers.

The tradivional leadership system of chiefs no longer exists. Inscead,
community decisions are made by municipal leaders. Utwa has a mayor and
1ts own ¢lected council, and Walung 1s represented in Tafunsak by two

councillors.

The chucch has a very strong influence 1n the community. The Protestint
church became a forceful presence in the mid-1800s. Despite many changes
in the last 100 years under Spanish, German, Japanese and American rule,
respect for the church has remained strong and has become a major force in
holding communities together through ames (;fpolitical change and a
breakdown of traditional culture (Wilson & Harmlton (eds), 1992). It is the
foundation for almost all social acuvities and nterpersonal relatonships. It
takes a strong moral position on the consumption of alcohol and smoking,
There 1s very lile betel nut chewing in Kosrae or the use of sakau (Piper
methysticamn). Women are seldom found in leadership positions, but women
do exert influence through institutions such as the church (e.g. Women's

Christian Association).

Land Qwnership

The land tenure system in Kosrae is based upon individual property nghs
(Wilson & Hanulton, 1992). Under Arucle X1 of the consttution, onty FSM
citizens who are of Kosraen descent ray acquire atle to land in the State.

Foreign investors can lease lapds from Kosraens. Nearly all families own land

ih
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in Kosrae, but this 1s understood to be beginning to change. A few individual
landowners have already sold their land in order to purchase automobiles and

other material goods.

Landowners have the nght to use the resources therein without restriction,
except where discrete development activities are planned. The communities
also udilise the lagoon and associated mangroves and sea for their livelihood.
Under Ardcle X1 of the constitution, the water, land, and other natural
resources within the marine space of the State are public property, the use of
which the State Government shall regulate by law in the public interest.
However, although the Stace has legal junsdiction over resources below high
water mark but there is widespread belief by local people thae they own the
mangrove areas adjacent to their land properties seaward to the Lelu-Utwa

and Lelu-Nefalit channels (Wilson and Hanulton, 1992).

Both terrestrial and marine resource use is controlled by the Kosrae State Land
Use Plan. Thus plan came into effect 1n June 1994 to prevent negative
impacts from development that affeces commonly used resources, such as
mangroves, reel areas and civers. It sets out rules and regulations pertaining,
for example, to the harvesting of crabs, turtle and fish, and also earthmoving,
dredging, sand nuning and building devélopmcnt Ic does not cover
incremental resource activities such as subsistence famung or the use of the

ﬂlﬂﬂngVCS.

There is very lictde cash cropping within the whole of Kosrae. Two famiers'
markets export to neighbounng islands, the principal crop being citrus fruit.
Utwa supplies these markets but not Walung, There are marnas in Utwa,
Lelb and Okat {on the extreme western end of the UWCA near the airport)
harbors. There 15 a freezer and fish market ac all three locations. Local people
supply these marckets with fish. The mangroves arc used as a source of
firewood, some of which is sold on the open market. The craft indusery also

uses wood from the mangroves. Mangrove timber is also used for building.

SOUTH PACIFIC REGIOMAL ENVIROMMEMT PROGRAMME
PROPOSED TOURIST RESORT DEVELOPMENT
REFEREMNCE NUMBER 750214 by 1598




Infrastructure

Utwa is linked to Tofol by boat and also by road, most of which is sealed
{albeit 1n urgent need of maintenance). Walung is only accessible by boat at
high tide. As a result of the existing and planned upgrading of the toad, access
to the mangroves and the lagoon in the UWCA 1s becoming easter. With
increased access it can be expected that resource harvesting will also increase:
clear cutting of mangroves is already evident and the watershed which dmins

to the mangroves shows signs of forest clearing.

Renculated electricity 1s available in Urwa, and several miles along the nor-
western extent of the UWCA. This is viewed as a positive development as it

potentially reduces the pressure on firewood resources. Electncity is not yet

available in Walung
There is an elementary school 1n each village, providing an opportunicy to
educate students in the environmental benefits of conserving the Urwa-

Walung area. High school is only available in Tofol.

Social and Political Organisation

Kosrae is one of four states united as the Federated States of Micronesta,
Essentally the federal and state governments are organised similar to the U.S.
system with executive, admirustradve, and legislatve branches. Kosrae has a
governor and its own administrabion. The legistacure 1s 2 unicamernl
legislature compnsing a Senate with 14 senators elected from the
municipalities based on population (Kosrae Code). Senators are then elected

to the FSM National Congress.

Kosrze is divided into 4 Municipaliies -Utwa, Lelu, Malem, and Tafunsak
(which includes Walung). Hence 2 municipalities, Urwa and Tafunsak, are
involved in the UWCA. Each municipality elects 2 mayor along with a
municipal council. Since the armival of the New England Congregationalist
nussionaries in the mid-1800s, the traditional leadership system has dissolved,

being replaced by the current democratic system.  Although the Protestant

il
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church, the official church of Kosrae, does not have any official scatus in the

government, it is very influenaal in Kosraen society.

6.1.4 Summary

The UWCA 15 of high ecological value and contains regiénally significant
biodiversity. The local comniunities are cominitted to the UWCA and are
already organising themselves for parucipatory resource management. The
UWCA., as shown on Figure 6.1 comprises a natural unit for management,
large enough to be self-sustaining in ecological terms while being manageable
in respect of community involvement and the range and scale of uses. The
loca) communities have observed the early signs of resource depletion and
modification and recognise that without integrated planning and
management, current ad Aoc tesource use will lead to loss of essential natural

resources, income, and erosion of thetr basis foc sustainable development.

6.2 Lulu Utwa Over-Water Resort

The proposed floating bungalow site comprises salt-wacer lagoon and adjacent
maagrove forest in Lulu Urwa (near Foko Salap), as shown on Figure 6.1.
Thus acea 1s conmipletely undeveloped, is currentdy uninhabiced with no
apparent degradation due o development to the north and cast, The
environment 1s therefore currently prstne wildemess. Villagers from Utwa
and ¢elsewhere do, however, visic che area for resoorce harvesting.

The proposed board walk site comprises mangrove forest which appears to be

unmodified on the lagoou side, with slighc modification on the landward side.

The proposed restaurant site comprises elevated ground, adjacent to the road,
which has been substantially modified by forest clearance and planting of

gardens. A garden shelcer 1s present on site.

6.3 Walung Resort

The proposed Walung resort site, shown on Figure 6.1, comprises a stretch of
coral sand beach, and the immediately adjacent coral rubble stond bounded

by mangroves to the south and the Panyea River to the west. The area has

SOUTH PACHIC REGIONAL ENVIRDRMENT PROGRAMME
PROPOSED TCURIST RESORT DFVELOPMENT as
REFIRENCE NUMBER: 750214 Sy 1998



been substantially modified and 1s currently occupied by at least two families.
Becween the beach and Foko Saoksa to the north 1s an extensive coral shelf
supporting sea grass vegetation. Severe erosion af the coastline 1s evident to

the north of the proposed Walung resort site.

7.0 Environmental Effects Assessment

7.1 General

In undertaking this preliminary assessment of che hkely environmeneal efects
of the proposed development proposal(s), 1t needs to be appreciated that Lictle
technical information or design detatl 1s cuerently available other than broad
concepts and locations. However, given that location 15 a key issue associated
with the proposed development(s), the lack of detail does not, 1n this instance,

affect the E[A process.

7.2 Effect of the Proposed Development{(s)on the UWCA
Process

Not orly is the UWCA important for its regionally significanc biodiversity
and potential for sustainable resource development (including nature based
tourism), but the area is special because of its conmmunity, rather than Stace or

Federal, guardianship.

Considerable effort, including technical and financial resources provided by
SPREP, has pone into the establishment of the UWCA. Because the UWCA
js based on a community agreement, and has not been imposed on the
communides by the state, the ecologically sustainable development of the area

will be managed (and policed) by the community.

This UWCA estabbshment process is still in the early stages, and as yet there is
no management plan which addresses the numerous issues assoclated with the

cffective conservation and sustainable development of the area, and which

I
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addresses community concerns. The development of policies to address these

issues will take tne, and will involve ongoing consultation,

Until 2 UWCA management plan has been prepared and agreed upon by the
community, apy proposals to locate tourist resorts within the UWCA are
premature. Indeed, untit an overall plan has been prepared which determines
what activities can be undertaken, and where, without adversely affecdng the
resources and values of the area, it does not appear possible for a prospective
developer to even evaluate the market potencial of a specific proposal. For
exaniple, jet skis would appear to be inappropnate for use at both resort
locations, as would wind surfing at Walung, as such acuvities are ikely to be

damaging to the resources the commuaities are endeavonng to conserve.

Accordingly, without an overall munagement plan for the UWCA, against
which development proposals can be evaluated, the proposed tourist 1es0rs in
Lulu Utwa and Walung would be undertaken on an ad hoc basis with no
logical framework. If the UWCA is to be successful and sustainable it must be
conservauon dnven, not development dnven. It may well be that overnight
tourist acconunodation facilities can be located within the UWCA. However,

the basic (and framework) for such facilities has not yet been established,

The current eco tourism operations in the UWCA, consisting of water based
viewing of the arca by motorized and paddled dugout canoe, and snorkeling
in the lagoon, are well controlled and non-destructive. (Marketing material
for these well organised eco-tourism activities arc included as Appendix B
However, before tounsts are taken to visit the £a forests and associated -
wetlands, or sea grass and other shallow marine areas in the UWCA, policies
must be established and appropriate measures implemented so that activities
are controlled. [t may be that certain areas will become prohibited areas, and
other areas may be restncted, for scientfic or cultural purposes. The
delineanon of the UWCA itself, and the vanous areas within the UWCA,

needs to be underaken as an integral part of the management plan.
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The effect of undertaking ad hoc development projects such as the proposed
tourist resorts in the UWCA 15 likely to be 1o undermine the whole
conservation process.

[t is recommended that no resorts be established anywhere wichin the UWCA
until such time as a nanagement plan is operational. Indeed, the consensus of
the community may be that such facilities are better placed outside the arvea, as

they are ac present.

Whilst there is currently no overall framework to evaluate development
proposals within the UWCA against, the site-specific environmental
assessments provide information on the likely effects of such facilines in these
lacations so that the communities can be better informed.

Environmentl Effeces

7.3 Environmental Effects - Lulu Utwa Resort

The key issue assocated with the propoesal to place houscboats in Lulu Utwa
is location, and this appears to be 3 fatal flaw for dhis proposal. The cuerent
eco-tourism operation from the established UWCA landing ncar Urwa (and
for which a contract is about to be let to construct a UWCA visitox
mformation facility) would be put in senous jeopardy if houseboats were to
be placed in this pristine wilderness area. The houseboats would so senously
detract from the high visual and wildemess values of the area that eco-tourists
would be unlikely to want to tour that part of the UWCA. Thus is not just a
scale effect (20 houseboats would cover a substantial area). Any facility, even

one houseboat, 15 likely to have a major impact on aesthetics and warter

quality.

Aesthetic appeal is very important for tourism, as highlighted in the recent
Pacific Economic Report by the Bank of Hawalii (1998).

As location s such a key issue, the only way the adverse effects can be avoided

is to relocate the proposed resort outside the UWCA.

byl
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The restaurand site, owned by Marne Park Board Chairman Mr Nena
Benjamin, 2ad to be leased by the Marne Park Board, is sufficiently modified
and removed from Lulu Utwa that the location of this facility is not a
significant 1ssue. However, because of its proximity to the lagoon, effluent
waste water disposal will need to be addressed ifadverse water quaklity effects

are 1o be avoided.
Apart from seriously decracting from the aesthetics of the area, the houscboat

proposal for Lulu Utwa has the potential for other significant adverse

environmental effect.

7.3.1 Effects on the Physical Enviconment

Construction Activities

Presumably the houseboats units will be constructed off-site and towed
into position in the lagoon. In wransporting the units into the lagoon, care
will need to be taken to avoid damaging the recf, or mangrove vegetation.
[fic1s incended to fabricate any part of the units on-site, then it will be
very difficult vo avoid damage to the environiment anising from the

disposal of waste matenials associated with the construction activities.

Operation and Maintenance Activities

Water Quality.

The water quality within Lula Urwa appears to be exceptionally high.
This is probably because of the depth of the lapoon and the mangrove
forest fnnging the area, and the absence of habitation or other waste

generating activities in the near vicimity.

To what extent this area 1s flushed by tidal action is not known. However,

it would appear thar should fine sediment {which would be expected to

SOUTH PACIFIC REGIONAL ENVIRONMENT PROGAAMME
PRCPOSED YOURIST RESORT CEVTLOPMENT a3
REFERENCE MUMBER: 750214 )iy 1998



occur at depth in this Jocation) become stirred up through anchonng (or
otherwise mooring) the houseboats in the area, such sediments may

become entrained for some considerable time, thus reducing water claoty.

Contanunants aosing from the presence and operation of the houseboats
in the Lulo Utwa may also temain in, and on the surface of, the protected
waters for some considerable time. The build up of contaminants may be
graduat (for example Jeachung of anti-fouling substances on the hulls of the
houseboats) or sudden (for example disposal of raw sewage inco the
lagoon anising rom a rupture in the sewage or greywater pipeline or
holding tank).

Sewage and greywater disposal will need to be addressed 1f adverse effects
on water quality ate to be avoided or mitigated. Archonong and moving
the houseboats will need to be 3ddressed 1f damage to be lagoon bed is to

be avoided

The presence of the houseboats in the atea will inevitably lead to a
deterioravon o the qualicy of the Lulu Utwa water, despite nutgation
mcasures which can be incorporated into the design and operation of the

houseboats and their associated infrastructure.
* Noise

One of the features of the UWCA, and the Lule Utwa arca In particular,
is the peace and quiet. Operation of the facilities will inevitably produce
noise, whether this is from sewage ,or greywater, purnps, or standby
genenators for power supply. It is assumed that the units will not be air-

conditoned because of adverse noise effects.
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7.3.2 Effects on the Natural Environnment

Any adverse effect on water quality will translate to an effect on the aquatic
ecology of the area. That the area is unique is undoubted, and until
determined otherwise 1t is reasonable to assume that the aquatic ecosystems in
the area are fragile and sensitive to changes in water quality. There 1s as yet
insufficient informanon on the aquatic environment of the Lulu Utwa to
make mnformed predictions as to the likely effects of anchonng houseboats,
and water quality changes due to routine operation and maintenance of the

units {including removing marine growth).

Given the potential threat of serious or ireversible environmental harm, the
“precautionary principle” should apply in this case to protect the

cnvironment.

The creatton of a boardwalk through the mangrove forest has the potential to
damage the immediate and associated aquatic environment. However, wich
careful design and construction such a faciity may be able to be put in place

with minimal damage to the environment.

7.3.3 Effects on the Social Environment

Construction and operation of the facilities will be expected to produce
employment opportunities for the local cormmunity. The operation of the

facility is likely to directly employ abour 25 people.

Apart from direct employment, revenue will also be generated from the fease
of the restaurnnt site, and from activities associated with the resort. At this
stage, however, it 1s not known how these revenues will be distnibuted so that
they benefit the wider community. It is understood that a rust (und is to be

esublished into which revenues from UWCA activities will be placed.
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From discussions with the Utwa community, and landowners in the area, it is
evident that the majonty of the community know either very little or nothing
at all abour the proposed tounst resort facility, or its proposed location. The
Marine Park Board are acuvely involved in the promotion of the resort
development(s). but this has not extended to widely consule with, or
evidendy even informing, the affected communities. Other landowners, and

the resource users, appear to have been excluded from the process.

Individual landowners certainly have the nght to develop thrir land {or
whatever purpose they desire, provided they obuin the necessary approvals
and permits. In this instance, however, a supposedly community based
organization which has conservation and sustainable development as its
fundamental reason for existence, appears to be acavely encouraging a
development proposal which is almost certainly in conflict with conservation
objectives, and which also appears to be in contlict with the objectves of the

wider community.

Local villagers who currently utilize the site for resource harvesting may be
reluctant to continue coming into the area if there are houseboats present.
From discussions with local villagers there was a very poor understanding of
the proposed resort development, and little appreciation of how they may be
affected. The development proposal appears to have long term actual and
potentially significant adverse environmental ¢ffects, which the wider

community will need to be informed about.

Current ¢eco-tounism operations in the arca would probably be adversely
affected by the presence of houseboats in Lulu Utwa. It 15 difficult to see why
eco-tounsts would want to see the area if it was degraded by facilices such as
houseboats, and consequential adverse effects on water quality. Accordingly,
the additional employment opportunities potentially created by the resort may
well be nepated by the collapse of the present, and potentially much more
sustainable, eco-tourism guiding operations into the currendy pristine

wilderness area.
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7.3.4 Summary

The proposed placement of houseboats in the Lulu Utwa part of the UWCA
has the potential to significantly degrade the wilderness and high visual values
of the area, and to produce long termn damage to the physical, natural and
social environment. Of even greater concern, however, is chat by undertaking
such a proposal in an ad hoc manner the ¢enture UWCA process would be

Jjeopardized.

Given that the basic tenecs of che Marine Park Board are conservation first and
development not to be rushed it would appear prudent to at least wait uncil a
management plan has been prepared for the UWCA, before entertaining
such a high risk venture as the proposed houseboac tourist resort
development. As stated by Terra Firma (1997), ““houseboats are untried in the
Pacific and may not suic either the markec or the climate. A project chat is not
economically viable may sall result in negative impaces, but withour the

benefits being realized”.

7.4 Environmental Effects - Walung Resort

7.4.1 Effects on the Physical Environment

As for the Lulu Utwa proposal, locadon is also an issue for the proposed resort
complex. The section of coasthine is obviously dynamic, as evidenced by the
severe erosion of the shoreline to the north. Narrow coral serand arcas are
pardcularly suscepable to rapid erosion duning scorm events, and an
assessment of the coastal dynamics of che specific site will be required. Once a
facilicy is in place, hard coastal protection measures may be required to protect
cthe site from coastal erosion. Such measures could result in erosion elsewhere,
with consequential adverse effects on the adjacent arceas. As recently as last
year storm surges inundated the land to the immediace north of the proposed

site.
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As for Lulu Utwa, the environmental effects of the infrastructurl support to
the resort also needs to be addressed in the comprehensive EIS. For example,
if surface waser 1s being abstracted for resort supply, then sufficient residual
flow (water) needs to be retained in the river for both in-stream uses and

downstream users.

[t needs to be appreciated that tounst demands for warer are relatively very
high, as 15 the correspondingly high sewage and greywater volumes requiring

secure disposal.

7.4.2 Eflects on the Natural Enviconment.
= Constructon aclivires

Most of the construction materials for the resort facilities, and associated
infrastrocnure, will need to be transported across the coral shelf from

Molsron Qkat.

Given the shallow depth of water over this area even ac high ude, the
potental for damage to the coral shelf (and associated ecosystems) is high

from the transportation and landing of construction materials.
*  Operation and Maintenance

Waste water and sohid waste disposal are key issues to address if pollution
of the waters adjacent to the resort sice is to be avoided. Unlike the resorts
which are located on the windward side of Kosrae where the tradewinds
bring consistent surf and mixing in the bittoeal zone, the waters
surrounding Walung are relatively sall and as such have a significantly

reduced ability to disperse or assirmlate contaminants.

Of particular concern for this locadon is the activities which tourists will

be expecting to undertake. The summounding ecosysteris are particularly

17
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sensitive, and until such time as policies are formulated and appropriate
measures implemented, tounsts will need to be restricted from walking

over any of the adjacent shallow marine or wetland areas.

7.4.3 Effects on the Social Environment

Two families currently hiving on the site will need to be relocated. The scated
reason for their decision to live there was said to be the peace and quiet.
Walung 1s a small, devout commumnty that 1s currendy divided on whether it
wants road access. The construction of a resort in the area will inevitably put
pressure for road access to be constructed to the area. It 1s difficult to envisage
that tounsts will be happy to depart at 4:30 aim for a 3.30 pm departure at
Okar, due to the constraint of access at high tide. The siting of a resort in chis

location may have significant adverse social effects,

The provision of a water supply to the resort will need to be addressed to
ensure that in tmes of drought there 1s enough water for both the villagers

and the tounsts.

As for Utwa, a resort faciliry at Walung can be expected to employ about 20

people, and addutional revenue will be generated from leasing private land.

7.4.4 Summary

A tourst resort facibey wall be difficult to construct and operate without
damage to the physical, natural and social environment. The benefits of sucha
facibity may be able to be achieved by adopting altemative strategies which are

consistent with a comprehensive management plan for the area.
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8.0 Summary and Conclusions

The proposal 1o construct and operate a floating resort development w Lulu
Utwa, and a land based resort in Waloung, both within the UWCA, s
supported by the Marine Park Board, some Government Depariments and
Agencies, and some landowners. However, some key Government
Departments and Agencies, and most of the Utwa and Walung commuunities,

know nothing or very Letle abouc the proposed developmens.

The technical and economic feasiblity to the proposed development(s) is
questionable, as 1s the ability of the project proponent to successfully construct
and operate such facilities. Accordingly, the purported benefics of the

proposed development may not be realised.

The need for the particular project has not been demonstated. Kosmoce necds
morc tounsts and/or tounst dollars. There are presently sullicient hoeel
roonxs to cater for increased tounsts. The desiced benelits of teveauc and
employment of increased tounst numbers could be realised through better
promotion of Kosrae, given the available spare capacity of the existing hotels.
Tourists could also be encouraged to spend more on locally made goods and
services which would also increase revenue and employment without the
need for more resort hotels. All hotels have the capacity to increase room

numbers should significandy increased tounsm eventuate.

The key issue associated with the proposed development(s) is location, and
this cannot be nutigated. The only way that this issue¢ can be addressed at

present is to locate the resort(s) outside the UWCA.

The proposed resort developments have a high potental 1o degrade the
UWCA environment. The aesthedes of the Lolu Urtwa area would be
significantly degraded by houseboats, and the water quality of Luly Urwa
would probably be adversely affected due to the likelihood of contaminants

entering the water from the development. Fragile ecosystems could also be

i)
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adversely affected, and hence development in this area should be prohibited as

a reasonable precaution.

The Walung site does not appear to be particularly suitable for the proposed
development because of erosion, and adverse water quality effects are likely to

result fron waste water discharges.

If more resorts are demonstrated to be essential for tourism, the need for
which cannot be provided for by expansion of existing resorts, then

alternabive sites outside the UWCA should be investigated.

The UWCA does not yet have a management plan, which would set out
policies to address the vanious issues confronting the local communities,
including eco-tourism. Until the management plan has been prepared and
implemented, major development proposals such as the proposed resorts are
premature and would result in ad hoc development with potencially

significant adverse affects. l

As the prease boundary of the UWCA has not yet been estabhished, any
decision to locate resorts in close proxinuty to that area shown on Figure 6.1
should either be rejected or at lease delayed until a management plan has been

prepared and implemented.

Accordingly, it is considered essential that before any resort developments are
proposed for the UWCA, a management plan 1s implemented which can
provide a framework for such developments to work within, and be evaluated

against.

The UWCA management plan should review, and then possibly build on, the
Kosrae State Land Use Plan and the Kosrae [sland Reesource Management
Plan. Under these existing plans, the UWCA is already included in the areas
of parnicular concern (APC).
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This process needs to be undertaken by the conumunsty to ensure chat their

aspirations, as well as their concerns, for the UWCA are addressed.

The objective of the UWCA managerment plan is to put in place policies

which will ensure that any developownt is ccologieally sustainable.

The commumiies need to formulate, and then agree on, policies to address
the 1ssues such as resource havesting and ¢co-tourist activsties. As part of this
ranagement planning process, the resources of the UWCA also need to be
1dennGed and delincated on 2 map to assist in the implementation of specific

policies.

This managemenc plan will thus form the basis for evaluating development
proposals in future ~ 1.c. development proposals will need to be consistent
with che plan,

For example, onc area of concern (L.e. an (ssuc) regarding cco-tourism in the
UWCA could be whether all, or only a few, of the villagers will benehit rom

a partscular project or activiey.

A policy could therefore be developed which establishes eriteria which tourist

activities have to mect, for example:

= cquity of distbution of the benefits of toudst activities amongst the

villagers of Utwa and Walung
= predominance of benefits to Kosrmaens, not outsiders
= dcmonstrated technical and cconomic feasibility of the project

* cmployment opportunifes are available to all the OWCA commuaities
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= 1f the developer is from outside, then only developers with a proven track
record in ecologically sustainable developments can work within the

UWCA.

In prepanng a successful community based UWCA management plan which
will form the basis for any subsequent development, the present institurional

arrangements also need to be reviewed.

At present the Utwa-Walung Marine Park Board is comprised of Directors
mostly appointed by the Utwa Municipabity. There 1s a very real potental for
the Marine Park Board, as 1t 1s currently structured, to be seen to be acting for
particular interest groups, or those of only a few landowners and their

families.

At present the Marine Park Board does not appear to be directly accountable
to, nor truly representanve of, the conmumitics they were established to
represent. 1t would appear to be imore appropriate for a truly representative
group to be elected by representatives of all of the fanulies of the villagers
having customary nghts over, as well as those owning land within, the
UWCA. The name should also be changed to reflect the wider conservauen

area, for example the UWCA Management Board.

i)
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9.0 Applicability

This report has been prepared solely for the benefit of South Pacific Regional
Environment Programune as our client with respece to the particular brief
given to us and data or opinions contained in it may not be used in other

contexts or for any other purpose without our prior review and agreement.

TONKIN & TAYLOR LTD

Environmental and Engineering Consultants

Nick Rogers
TONKIN & TAYLOR PROJECT CO-ORDINATOR

R eport prepared by: Nick Rogers
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11.0 Consultation

11.1 Government Departments and Agencies

l 11.1.1 Elccced Represencatives
Mr Moses T Mackwelung, Governor of Kosrae
Mr Hitco Shrew, Speaker, Kosrae State Legislacure

11.1.2  Department of Commerce and Industry
Mr Singkitchy George, Director
Mr Myrl Jackson
Ms Cheryl Burkendine

11.1.3 Development Review Commussion
Mr Simpson Abrahani, Director (also Program Office Director)
Mr Robert Jackson
Mr Justin Roose
Ms Nobuko (Notwe) Kono
Ms Carolyn Longhurst

11.1.4  Departmient of Agriculture and Lands
Mr Nena S.Nena, Director (also Member of the UWMP Board,
and Chayrman of the Kosrae Utilides Authoricy)

11.15 Office of the Antorney Genera)
Mr Richard Maron, Attorney General

11.1.6 Tounsm Division

Mr Justus Alokoa

11.1.7  Forestry Division
Mr Enck Waguk

11.1.8  Department of Marine Resources

Mr Dais Alokoa, Director

11.1.9  Department of Administration, Division of Planming and Stanistses.

Mr Likiak P Wesley (Administrator, also Chairman of TAC)
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11.2 Communities

11.2.1 Tafunsak

Individual discussions
Reverend Asher Asher
Mr Alik Albert
Reverend Kun Sigrah
Mr Lyndon Jackson

11.2.2 Utwa

Individual discussions
Mr Aaron Waguk
Ms Shrue Tilfas
Ms Michael Joseph
Ms Sepe Windolyn
Mr Nena Edmond
Mr Swemer Wakuk
Mr Rentul Alex

Community Meeting
Mr Nena Bemyanun
Mr Nena S Nena
Reverend Hirosi Ismael, Former FSM Vice President
Reverend Natchuo Andrcw, Board Member
Mr Vinton Benjamin, Marine Park Board Member
Mr Marchana Waguk, Councilman
Mr Saimon Alik

11.2.3 Walung
Individual discussions
Mr Maxwell Salik
Ms Tosiko Nena
Ms Elizabeth Taulung
Mr Samuel George
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11.2.4

11.3

11.3.1

11.3.2

11.33

11.3.4

Community meeting
Swinfred Salik
Gloover

Stoner Sanney
Nikayen Sanney
Delda Sigrah
Newil Sigrah
Sherlinda Nena
Broculla Panuelo
Asiah Eelab

Lynn Gloover
Kun Sanncu
Haub Nena
Cour Nena
Simiron Benjamin
Mereda

Albert

Resort Hotels

Sandy Beach
Ms Ruth Jonah
Ms Fibe Waren

Pacific Treelodge
Mr Leon Sigrah

Kosrae Nautilus Resort
Ms Smolina Waguk

Kosrae Village Resort
Ms Katrina Adams
Mr Bruce Brandt
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11.4 Non Government Organisations

11.4.1 Kosrae Visitors Association (KVA)
Mr Grant Ismeal (Chaterman)

11.4.2  Kosrae Conservation and Safety Organizaton Inc

Ms Katnna Adams
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APPENDIX A

UTWA ADVENTURE RESORT
BUSINESS PLAN
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Executlve Summary

Ulw_a Adventure Resort is a start-up company that intends to design, build, and oparste 2
tropical "Qver the Water"™ figating bungalow resort in Utwa harbor, Kosrae, FSM. The Utwa
Adventure Resort concept is: Over the Water bungalow resort units nestled gently Into this

pristine and dramatic location, providing sophisticated comforts and a full range of adventure
activities based on Eco-Tourism principles.

The Urwa Adventure Resort marker is the adventure tourist seeking comfort, elegant
surroundings, pristine environments, haalth and relaxation, athiatic activities, cultural experiance
gnd the opportunity for “off the beaten path™ exploration.

Utwa Adventure Resorts research shows that there (s en expanding adventurs tourlst market in
North  America, Asia, and Europe that is readily accessible through =adventure tourism
nubllcetions, travel agencias and associations.

Utwa harbor and the "National Marine Park™ are ideslly suited to serve the growing adventure
tourism rnarket, With our "Over-tha-Water” flaating units our guest will be able to emmaerse
themselves into the whole romance of a tropical i1sland dream. Add the adventure of Kayaking
t¢ Yyour room or to vyour favorite snorkeling spot and the experiance will ba hard to beat
anywhere in the world. - :

The prnclpal development teem of Utwa Adventure Resort are: David Hassenmiller (Business
Planning)}, Joseph Nelson (Designer/Builder), Peter Narburgh (Landsceping/Dasign/Management},
snd Me!l Carvalho (Site Management/Food & Beverage, Red Cross First Aid Certlfied), provide an
in-depth, balanced, experisnoed, and capable oparations team.

In additton the managemant team has consultants that have agraed to participate sctively in
supporting roles. Guy Anthony (Financial Qvarsight & Business Plamning), Duane Okumoto C.P.A.
{Acceurting}, Seth Oudly (She Leasing Negovations & Documentsl, Scott Funk (Hotel
Operstions).

Other resources are Mark Wang (Marketing & Timeshare Conversion), Paclfic Businass Center at
Unlversity of Hawaji (Marketing & Business Development), Len Newel (Regional Contacts &
Jnited States Forest Servica EcofTourism Infrastructura), and ALL.G. (Insurance).

The overall Utwa Adventure Resorts group of principals and resources create a8 complimentary
nevelapment team that is well versed in planning, Implemantation, compietion and fofiow
through to profit, ,
Utwa Adventure Resorts principels have long term professronal assoclations and parsonal
relationshlps with primary Pacific Island governments and businass leaders. These contacts are
raady and willing to provide guidance and support for the completion and coperations of Utwa
Adventyre Resort. Wae belisve this will be an enjoyable and profitable ovpportunity for all
involved.

“Chis business plan has been developed to present an opportunity for the FSM Development

Bank to consider lending Utwa Adventure Resart Corporation a portion of tha development tunds
reeded for this project. As you will see outlined in the following Fnanclal Summary and spread
<heets, wo have a total project cost of $1,660,000.00. We are proposing that Utwa
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\ iventure Resort Comporation provides tha 4D Yesr laase of the resort site for cellateral and puts
. a cash position of ¢350,000.00. TThis will leave $1,200.000.00 for the regquired
I:velopment loan, or an 80% losn to cost.

introduction

Ecolagically aware tourism is the trend in the travel industry. A growing number of pegpie are
now seeking morg guthentic and unigue experignces in nature. With Utwa Adventure Resort the
principals will take advantage of the epportunities that we are confident exist. In serving this
market we will place preat emphasis on the pressrvation of unique ecosystems, culture. and
heritage.

The initlal objective of Utwa Adverture Resort Corporation is to build, own, and operate this
regort on the igland of Kosraa, in Micronesia. This location was ¢chosen for its unique over-the-
water patantlal. its tropicel isiand beauty, pristine environments, broad range of eco-tourist
activitias, and the local govermments Interest In - ecological preservation & balanced tourism.

Traditional destinations in the Pacific such 3s Hawaii, Tahiti, and Fiji will glways be popular, but
to varying degrees, over-development has taken its toll. Hotel chains and developers have, for
the most part, been interested in providing rooms for the masses. They have algo continued to
use 2 model for davelopment that many uavelers no longar want, This old model hag changed
‘ragile environments & cultures forever. [t alsc has deterioratad much of the beauty that
originally attracted the tourist.

There is a major movement in the Industry to shift towards smallar, ecommunity &
environmentally sensitive hotel designs. Many travelers want to experience and blend into the
tecal communitles. They want to experlence the nature of these environments and not be pert
of a reson that overwhelms 8 community and tha local envirorment. Qur guest will u'fmrsciatc
our efforts to plan 8 resort that can sustain not anly the envirgnmant but aiso tha culiure.

For the last year we have been researching the developing Eco/Adventure travel market and
seeking out the most opportune region for a start-up compeny 10 enter this expanding market.
Wae balleve the Utwa harbor bemar tsland has tremendous potentisl for our *Over-the-Water
vaits. Our locatian will afford the Asisn traveler the experiences they travel 9 - f-’14 hours to gat
in Fifi & Tehitl, but they can arrive at our location in helf the time, They can sigp include a stop
n Guam for shopping or Tinan for gambling. ?

We are In 2 unlqua position to serve a growing market snd have the govemm‘nt relationships
that will eneble us to maintain the environment for our mutyal long tarm succews. We can bring
2 walcomed balance to this small istand community with our low impRet resort.: In turn we gee
& nunuring reletionship betwean visitor and local villagers that will continue td draw the best

from both. This in turn wilf maintain the continued economic viability of our resens.

Utw.a Hnrborvis the eastern most point in the the Natlonal Marine Park of Kosr I . The National
Marine Park is a nature reserve set aside by the Fedarated States of Mlcranega. The reserve

has B mllas of pristine coral reefs for snorkeling and diving; a sunken 18th oadtury plrate ship;
ﬂntarfalls; mies of mangrove channels for kayaking: rain forest and mountain rrﬂls tor hiking.

gy b
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‘The Nationial Marine Park board of directors is werking to allocate funds for the develaopment of
a visitor education cemer with kaysk docking facilities, sandwiches & drinks, lecal craft shops
2nd 2 mangrova boardwalk.

The opportunity for Utwa Adventire Resort is unique and exciting. The "National Manns Park of
Kosrae™ will be a great asset, to the islanders and the commercial viability of Utwa Adventure
Hesort.

‘C'va Adventure Resort's managament is nepotiatng a lease (40 Years with renewa! option) for
tanort development with the National Manne Park Board on the island of Kosrae, Federated
i'tates of Micronesia in the western Pacific.

General Company Description ¢
Proaducts and Sarvices .

|
Utwa Adventure Rasort will provide its customers with a unique tropical island exzrienca. Our

ragort wili inciude excellent design & layout. All buildings will be placaed and blended within the
local topography and bey while creating interesting and exciting viaw planas for *II guest units
and gathering ereas. The resort will be understated. with the emphasis being glaced on the
surroundimg pristine environment and a sanse of placa. The bDlanding of beaufiful beachss,
turquoise reefs and oceen views will be camplimented by tropical island design an@ materials.

Jur service will be as warm, friendly, and as understated as the natural scrtingss themseivas,
NMaeals will be a highlight of your stay at Utwa Adventure Resort. We will maiftain fruit and
vegetable production on site. The freshest local seafood will be a mainstay. Fodd service will
<2 prepared under our supervision in our kitchens by lacal village chefs. :
Tne activities_available for aur guests will be: Ocean & Channal Kayaking; Hiking through rain
lerests & local ruins; Some of the most baautiful diving & snorkeling in tha wo"‘ld (150°-200'
visibility); Fishing in waters where fish are plentiful; Wind surfing; Surfing: Saillng.;

A major goal will be to adhere as closely as possible to the principals of Eco—Tourflm. This will
include: Local partnering of resort ownership; Use of local island employeeg and support
services: Awareness and education about the role of conservation in generating io-e€onomic
wall-being; Assessing / Anticipating / and Planning for the problems that could @ise with aco-
tourism development: Provida for cultural exchange; Responsible waste marigement; and
Partnerghips with conservation organizations. :

Our primary goal will be to provide a great vacation experience for pur gussts, w*: a secondary
goal to help the Utwe community develop economically while still maintaining thér own way of
life and culture. 13

Our small scale, low volume, high income specialty resorts will attract 9 high qu
will contribute to the local economic environment with minimal disruption of the
snd anvironment,

visitor who
tive lifestyles

:;;
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Markating Plan d
Merket Definition and Opportunity

Toursm is growing 23 percent fastar than the overall world economy, according to the World
Tourlsm Council. By the year 2010, the number of people traveling for tourism purposes is
expacted to rise from the present SO0 million to 837 million. And, as the fastest growing
segment of the tourist indusiry, eco-tourism Is expected to grow at an annuai rate of 10 to 25
percent, compared to genersgl tourism's projected 4 percent growth. |n the United States alone
thére are 76 million environmentally sensitive baby boomars looking for cultural exchange and
active adventure activities offering personal growth and education. Utwa Advencture Resort
plans 1o target and catar to this identifiable market segment.

The Pacific has long been agsociated with tourism - its beechas, sunny skies, and warm water
an irresistible allure for visitors frem all over the world. Hewaii alone had wall over & million
visitor last ysar. Fifty-five percent of these were repeat visitors avereging over 3 trips aplece.
Given the large size of this market, Utwa Adventura Resort will require oniv a nny market share
to be successful. :
Competition and other Influences
,

Expansion ks taking place in the Pacific autsSide Hawaii with Fijl, the Cook Islands. and Tahiti all
having fairty large, well established tourist plants. Outrigger Hotels, which has 22 hotels and
resorts located mostly in Hewaii, has recently rmade moves to becoma a dominapt player in the
South & Woestarn Pacific resort areas. Qutrigger recently opened the 150-tcorm OQutrigger
Marshail Islands Rasort earlier this year at Majuro, announced a contract to mangge » 600-room
hote!l being built in Guam, and the 166-room Outrigger Palau at Koror expected 10 open next
year. Thay have also been looking at Tahiti and the Cook isiands with their eye%on as many as
20 new Qutrigger hotels in tha Pacific. ‘

Increasingly, fast growing Asian economies ere making thelr presencs felt west of Hawell. Tha
Japanese have large holdings in Hawalian hotels as well as Guam, Sajpan, and Fiji. In peak
months 400,000 mosty Japansse tourist travel to Okinewa slona, and within the next flve to
ten years officisls want the total yearly figure to raach 7 million or more. Similgrly, a boom in
Gizam tourlem brought 1.3 million visitors last year with forecasts estimating a'doubling in the
next flve to saven years. Korea, Taiwan, China, and Vietnam will have a povserful impact mn

coming vaars. Korea has shown a 200 percent increasg in outhound travel wuihm the last ten
yearn. '

These trends affect Utwa Adventure Resort’s plans in number of ways. Baing bcated "off the
beaten path”, in a3 scanic location, and amid rich culture end history - Utwa AQvemwe Resort
wilf be able to narrowly target those looking for an slternative exparience.

|
,?
s
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Marketing Strategy

Jiwn Adventure Resort's primary goal will be to heighten its namaea recagnition along with
the quality vacation experierice available ar “Utwa Harbor™,

5 addition to providing striking and creative brochures, travel posters, maintenance ot a web
site, Utwa Adventure Resort will direct its inftial efforts in marketing to gathering "free publicity”
scquired through travel articles in magazines and newspapers along with television programming
that not only highlights the individual resorts, but that will help build regional awareness with the
consumer. Conferences that have the ability to attract widespread media coverage will be
actively pursued. The International "Yeesr of the Reef 1987" is an opportunity. We will increase
involvement of local tourism departments in overseas trade shows. -

The wvarious activities undertaken on the property will furnish ampie opportunity for target
marketng. Scuba diving, snorkeling, kayaking, nature hiking, fishing, and surfing.

The company will also work closely with various eco-travel and adventure-trave) organizations to
~ot only keep up to date with the latest trends and take advantage of networking apportunities,
»ut 10 @chieve racognition within the industry.

~1.: ptan to reach a large number of potentia) customers, effectively, send aconomicslly, by the
sintenance of a web site. Internet users worldwide are currently estirnated at 178 million with
" increasing number searching for information about eco/adventure trave! opportunities.

We will astablish a toll-free 800 number.

Personal contacts with corporate travel agents, and our complete list of every travel ggent’in the
United States will provide direct and immediate clientele for our resorts.

Our 15% commissgion to travel agents will be attractive considering our higher room ratés and
longer than avarage length of stay.

During the initial "Soft Opening” phase, a percentage of otherwise empty beds will*pe marketed
at a digcount to select travel agents. This ¢an continue at a discretionary level depending upon
occupancy and seasons.

*Nithin our overall concept is our commitment to strive for a high level of customst satisfaction.
‘hig will build foyalty, bring repeat visitors, and generate an ever increasing sales force of
satisfied quests.

@oor
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Investment Objectives & Financial Summary

. " the detalls outlined in the atteched Cepital Expenditures spread sheets we are proposing
.- a1 the total capital needed to complete Utwa Adventure Resort is $1,550,000.00

I -1t 1his tolsl our investor partner (Dave Hassenmiller) will supply us with $§350,000.00 in the
‘orm of a cash lnvestment (Some of which has already been investad for Plans, and Pre-
I Zeveloprnent costs).

The balance of $1,200,000.00 is the amount needed 1n the form of a development loan from
the FSM Development Bank. Wa ars proposing 8 30 yr martgage with no recourse or adéitional
security beyond the collgteral property lease ang corporate asserts.

All management and operational costs, Including the interest on the $1,200,000.00
development loan, ars carrled by the resorts income when occupancy reaches 20 percent. This
is easily achievabie in the first full year of operation.

sy the end of the second full year of operations or year 3 on our income spread shgets we can
project at least a 60% occupancy or a total of $702,763.00 net profit before tax.

By the end of year 4 we will have achiaved.a 70% occupency or a8 total of $853,575.00 year
pre=tex profit,

The resort's value at the end of year 4 would be celculated at b Umes net profit or (5 x
$853,575.00 = $4,267,874.00), After consideration of the $1,200,000.00 mortgage and the

initial $350,000.00 Investment, the partnership would be in an equity position of
$2,717,874.00.

The proposed partnership split is: National Marine Park Board (ingludes lease) 20%, Dave
Hasgenmfller 80%, Peter Narburgh 20%.

We are assuming the following loan criterie for the cost projections and cash flow:
- Devslepment loan points = 2%
- Imerest rate = 4%

- Grace period an principsl/interest payments = 2 vears
- Loan payoff = 30 yeers

Sincerely,

Dave Hassenmiller Paeter Narburgh

P.0O. Box 232 P.O. Box 221
Eastsound, WA. 98245 Anahola, HI. 96703
(360} 376-5962 (808) §28-0830

@oos



1140798

1140

™e9) 70 3000

FSXTC KOSRAE

Qo

UTWA ADVENTURE RESORT CONSTRUCTION COS{"S

1Utwa Adventure Resart - 20 Ovar the Water floaring Units Only

}(Sew Seperete Constructlon. Com for Main Fac"(he's)
' TR TN T U £ SAATMTS KR e MR S 1o
|
100___)adn. conomons |
L Buliding Pyrowcs 1 1 ta00.00 400,00
! |t & Egwenng A 425.000.03 £25.000.00
DO |SITe wom
_— Turvey e 31,600.00 81,800.00
o ldeomnge 118.000.00 18,500.00 £1,500.00 | $28,000.00
. w ALOARTING PLATPORMS ( 4000000 | %12,000.00 592,000.00
Lo |mumemo ] |
:, Wough-in $7,500.00 $5.500.00 ! [ $13.000.00
' R 420,000.00 16.000.00 1 | { 316.000.00
| 8eirr et Witer vatemm $356.000.00 15,000.00 | X T ¢41,000.00
500 FLECTWCAL ! L ! )
Rovgh-in ( £12.000.00 | 18,500.00 | 120.%Q0.00
Fladgh ) $10,000.50 $5.000.00 | » 18,600 00
Photo Volisin System & Generatol i Caondl Expenses . 30.00
800 |WODD FRAME POSY & BEAM CONSTRUCTION 1 i i
Poo! Walaflowt Systm/Raangs ) $120.000.00 $38,000.00 o ! 3166,600.60
000 |ROUDH HASEWARE I 410.000.00 $2,660.00 o 1 (2.$00.00
1300 |moomwo | ¥24.000.00 2 16.000.00 ' 0 132.000.00
{1000 |wmoows | £22,000.00 §4,000.00 : IR 126.000.00
1600 TILE - BATHS $18.000.00 $7,000.00 1| { $22,000.60
1800 |DOONS & TR !
i Wood Doars/ mrs/Casd 032,000.00 | 18.000.00 P [ L 138.000.00
: Trim & Misc. buanor Wasdwork 13.000.00 92,000.00 ! $5,000.00
*:700 | FINISH HARDWARE ! 1‘- 1
Door knsbs & Harmdwar +4,000,00 12.000.00 | 15,000.00
Bath Hardwapee NC'S ' $2.500-00 81,000.00 ] I : $2.500.00
1120 |GLADING } } ! i
) Bath Wirrots | $2.000.00 1850.00 : r $2,500.00
L 558 wor Doots 19,000.00 11.000.00 ! $7,000.00
1100 |CABRNETS $2,500.00 $1,500.00 14,000.00
l2'00 [pammmg $30.000.00 +2.000.00 . X $18.000.00
27200___|{Roorms '
Fand & Fniab Nirdwood Aoors 18,000.00 15,000.00 ‘ 371,000.00
2300 [apruances T
Ratrigeraion 48,000.00 $1,000.00 | i 49,0040,
Ak Conuftoners 110.000.00 | $2,000.00 | ﬁ | $12,000.00
2400 |PRaIM GAADNG $2.000.00 B 92,000.00
1800 |LANDSCAPING | IR
1 \PpiECe oAy Dudget 15 40 Capital : $0.00
7000 |epegn criar ur ] $2,000. i 12,000.00
3700 FREI GKT 12.500.00 $28,000.00 ( . 130, 500.00
29500 [PROJECT MANGR/TRADVER 098,00000 | $35,000.00
{2000 |vEMP UTIUTY CORST. 4500.00 $500.00 : $1.000.00
13100 | YRMP_ UTIITY USAGE (2,000.00 i 02.000.00
L
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UTWA ADVENTURE RESORT CONSTRUCTION COSTS

3 “- o g omm—

St i b

W

=
Ak P

; 1
| o, - e -
| w15, 000, 00 l { —e L witb00.0O
#1 000.00 . o S | faponod
i

T Wm-—r—rq —
"{E.:u_ju_..u_ A

'k Lo e
. | oow | suBTDTAL
2100 |REAMD mEan [ _tsemizummora .
O | COMTINGEMCY 300 SURTOTAL !
o Py 4 — . s
1 r r
I.

'Enﬂ P 5.F.
! | RS 4§

[woon Imr:.'u.r Bipars Foal I !-I-III ' ' I

Frge d



t{-10/98

11:42

™B0L 370 3000

A ES_&T_(‘ KUSRAE
@Qory
UTWA ADVENTURE RESORT CONSTRUCTION COSTS :
_ L
{litvsa Adventure Resort - Main Facilities Buildings/Restarsunt | 1} ! i
J[3ue Seperats Construction Costs tor 20 foating Bungalow Units) | ! | '
k T s
. '\ . |
‘100 |GEM. CoND(TIONS i |
" Wulking Permicy $400.00 | # 4400.00
{ *ans & Engineeding P 410,000.60 314.000.00
200 |5mE woRx ] .
| Sur-ey ¥1.000.00 $1.000.00 l
$he Gryding $2,009.00 31,000.00 11,000.00 '
00 {mourmaTan $22,500.00 | $3.500.00 $32.000 00
T P ! R e S 2
Rough-in £2.500,00 | $1.500.60 ] 14,000,00
d Fadph £1,000.00 ( $1.500.00 $4,500.00
! Soder Hat Witer $ystems T wowoo] izom.a - 110,000,00
1500 imecTmcal - !
(. Reygtvin $3.000.00 | $2.500.00 | ! ' i $3,500.00
_ IFnish $3,500.00 | $1,500.00 | . | 48, 000.00
. Proto Voiric System & Genaryias im Caplial Expenser i : | hT $0.00
0 |WOOD FRAME POST & BEAM CONSTRUGTION j i H I
L FlooeMWals/Roo! SysemDech 154.000,00 '« $26,000.00 T : 479.000.00 | |
1700__ [ROUGH HARDWARE $2,500.90 +800.00 : ] _ 3,700.00
1300 |ROOFNG $6.500.0C  $3.000.00 : 1 ; $3,500.00
1400 {wewows 43.500 60 $1,500.00 : I $5.080.00
1300 |TNE .BATMS | 12.000.00 £1,200,00 | ! ! £3.200.00
1600 |ODORS K Tum ! Il I :
Wood PoorsfSambs/Case £5,000.00 32.800.00 ( 4 $7.800.00
Teim & Wic. intimior Woorwork 32,500.00 $2,000.00 i { 14,500.00
1700 |AINISM MARDWARE [ |
Do Kby & Herdwye 1800.00 | $250.00 4 i i 11.080.00 |
Bath Hyrdware/MC'8 3500 00 | 115000 | ! IR 465000
1900 [cABMETE 62,000.00 ! 11.000.90 i ! 13.000.00
00 COUNTERS $2.600,0¢ $1,200.00 e _!_ $4.100.00 |
stt lpammne : 35,000.00 | $2.600.00 ! T 00000
2200  [moorms I | ’ .
_ Synd & Fnish Hprdwood Eloais 81.000.00 $800.00 $1.800.00
Coke/Ger & Wax Céncrere Raare 42,500.00 §1.000.00 ) +3.500.00 |
2300 |APPUANCES | | N {
Rrtrigeraior Freaza $2,000.03 $300.00 | | - . 12.300.0
Rang )G rlHood Dishwashar ¥2,500.C0 $800,00 | ‘. 43,100.00
Al Cooditloners 11.500.C0 £450.00 ’ i
2900 __|FIM3H GRADING _ £900.00 R _
2500 |LAmDSCarm
Lanfscaping Budgel ke I Capital Expensct
2800 FINSH CLEAN-UP $600.00
oo _ |mmmewt $1,000.00 17,000 .00
V00D | PAOUECT MAHGRITRANER $10.%10.00 |
3009 | TEMP UTWITY CONST. $200.00 | £200.00 i
Nw  ream. vy vescs jl_[ L <
| |
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"UTWA ADVENTURE RESORT -Primary Capital Expenses

Twenty Over the Water Hosting Bungzlows w/o Furnishings $718,000.00
Recepllon/Gathering Room/Bar/Restaurant Complex , $252,000.00
Slte Work & Landscaping . $25.000.00
Wastawater Facllitims | 1 $35,000.00
Clactrichty - Generators/Solar/Grid B $75,000.00 .
Fresh Water Facilaties o L ! £$25,000.00
Piar | | $10.000.00
Bost Purchase ] | $30,000.00 l
Misc. Capital Expenditures (See Attachiment) T $150.000.00
Legel Fecs | | l f “$5,000.00
2% Fee for §1,200,000.00 Morigage } 1 $24,000,00 .
Operating Caphal Reserve Fund | '1 | $141,000.00
Formamnon Fee to Principals - Hassenmiller / Narbaurg [ : $60,000.00

| ! _ | t

H |___ |

TIOED

AL s
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Mel Carvalho

Experience Qualifications

Mcl bas had about 20 ycars expenience in testautant, food & beverage. and hotel management  He
is also & verv good chef.

After hurricanc Iniks struck the island of Kiwai in 1992 Mc! was called 1n to manage (he Kauai
branch of the American Red Cross.

Prescutly he 1s managmg Island Adventurcs - kavak river tours on the island of Kauai.

Mel has also had about 6 years expericnee a Construction Supcrintendent.

-,

Brief work history-

1994 - Present  Isiand Adveilures - . . _

1993 - 1994  Amencan Red Cross - Manager of Kauar sranch, o . \irst Aid certified,
Disaster Preparedness trainer; Mass care officer for the Pacific region

1992 - 1993 Pacific Pride Homes - Salcs & Construction Manageawent

[991 - 1092 - Hyatt Regency, Kauar - Banender

1988 - 1991 Kamu Pacitc Group »  Construction Superiatendent

1986 ~1987  Hyatt Repency, Waikiki - Food & Beverage Manager

1984 - 1985  Loew’s Wo!c Hotel, Dallas Texas - Bars Manager

1979 - 1984 Princeville Restaurants Corp., Kauai - General Manager

1978 - 1979  Hyant Regency, Kuilima - Food & Beverage Manager »

Sonx references attachod.
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penses

Reception Office )
Cheir $200.00
Filing Cabinets $100.00

| __Cash Ragister $300.00

 Adding Machine $50.00
Fax $500.00
Telephone $100.00
VHF Base Station $800.00
Fire Extinguisher $50.00

|~ Uniform $200.00

Management OHice
Chair x 3 N $600.00
Desk x 2 | $800.00
Filling Cabinets v $100.00
Telaphone & Answering Machine | $150.00
Computer & Printer ! 5%,000.00
Copy Machine i $1.,000.00
Talavision/VCR i $1.000.00

Printed Materials '

Brochures i $10,000.00
Pricing Inserts - i $200.00
Post Cards { $1,000.00
Letterhaad | $100.00
Business Cerds ? $50.00
Paper i $100.00
Envelopes i $100.00
Accomodétion Forms $100.00
Liability Watvers { $100.00
| ___lnvoices ; $20.00

i Petty Cosh Vouchears $20.00

t Diaries "$20.00

' Ledger Books $40.00
Laumndry Lists $20.00
Information Sheets $50.00
Guest Servige Cards $100.00

First Ald Supphes P
Oxygen Bottle & Mask $600.00
Blood Pressure Cuftt 3$100.00
Esrscan Thermometer $100.00
Epinephrin, Benadryl $40.00

. General First Aid $180.00

Restaurant Supplies
Tableware $1,200.00
Serving Disheg/Buffet $500.00
Uniform 4600.00

Page 1
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IJTWA ADVENTURE RESORT Misc. Capital Expenses

' |t or Suppfles
' Bar Equlpment ! $2.500.00
Glasyes. Etc. | $800.00
 Initlal Inventory Stock ) $3,5Q0.0C
" Unitorm | $400.00
Kitehen Supplies '
Cooking Supplles & Equipment $7,500.00
" Hre Extingusher $50.00
Initial Food Inventory i $5.000.00
Unflorm | $200.00
Restatront Furmshings ]
l Tables x 20 $4,000.00
" Chairs x 40 1 54,000.00
" Teblacloths & Napkins \ $800.00
‘kar Fumishings H
" Swolsx10 1 $1,500.00
___Sound System w/ Content il $1,000.00
{ vom Fumizshings _ ! —
" Fans x 25 ! $2,500.00
Beds x 20 | $20,000.00
i Sheets 1 §2.400.00
'} Bedcover | $5,000.00
: Pillows i $1,200.00
(" Piliowcases | $500.00
{_ Muosquito Nets i $1.300.¢0
| Lg. & Sm. Towels { $3.200.C0 |
Chalrs x 40 $2.000.00
Tubles x 20 §2,000.00
Couches i $10.000.00
Cloths Hangers | 6600.00
Housskeeping
Brooms §100.00
,____Mops & Buckets $150.00
I Ciganing Chemicals | $500.00
—Fopt 5 450,00 |
P Totlet Psper i " $600.00
. Soep — 1 $200.00
i Klaenex ! $200.00
. _ Candles ! $200.00
'E Fire Extinguishers ] $200.00
{  Undorm $400.00
Laumdry
Washing Mechines x 3 $1,500.00
Dryers x 3 1 $1,500.00
Wringers | ~ ¥300.00
rons ‘ '$100.00
Folding Table $100.00
Chairg $100.00
Clothsline & Pins $100.00

Page 2
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UTWA ADVENTURE RESORT Misc. Capital Expenses

F ¢ ndry {Comt.) o {
un_’r-ira Extinguisher H $50.00
. eiform $100.00
t ro:g & Equipment
[ _3tendard & Metric Wrenches/Sockets ¢500.00
E __Assorled Hand Tools o 1 $500.00
~ Assortad Power Tools | $3.000.80
‘ _ Painting Supplies $200.00
i Ladders $200.00
i Compressor $350.00
 Workbench & Vise i $280.00
Soldering & Brazing Supplies ] $150.00 |
| ComeAlong B . $100.00
Whaelbarrows # ] $200.90
Ax, Cene Knlves, O’o Bar | $150.00
Chaln Saw o $400.00
| Shovels : §150.00
___'Nagdwacker ' £$350.00
__Lawnmower L— J(____ $700.00
Rags, Handcleaners [ §100.00
__Olls, Fuels, Thinnars B $200.00
Spare Electrical. $500.00
__Spare Plumbing T $500.00
Jf _ Fire Extinguisher §50.00
’r.“,e;;roational
te Snorkel Equipment — $1,000.00
Swoycies - $3,500.00
Kayaks $6,000.00
Frshing Equipment & Suppiies 1 $2.000.00
Rain Jackets | $600.00
Shipping Costs 53’,000.00
Tatals §134,570.00
10% Cantingency | $13.457.00 |

‘P-‘?.:"ll "
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UTWA ADVENTURE RESORT- INCOME/EXPENSE
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" gecied Decupeney 30| aow 60% | 7o% | Jsw
Yom 1 | Yawr 2 Yom 1 | Year 4 Yeas A
li-.r-hd Oun § Months) i Build gut | b AT L

Srart-Up

- 'E'.El S ok | —
__Trovel Agent Percentage E.ﬂ, i R ThW | 15% LA kL]
! T.r-luﬂiﬂl:ul - PRA.TRG  aiid 804 | prdd 155 LAl AR ¥ I E L L
|~ Marketing & Advenionrg VG000 110.000 | 10000 920,000 120,000
| Cifice Sunples - [ hioee 21,600 MLZOO  wtaen | 61,200
| Phones | si000, 48,000 46,300 . W00 | 87,000
Salary (Hookmg & Min'g Ssssrt 875000 434000 19000 | 143000 #40,000
| Site Expenses = | L
| Actounting & Bookweping 000 woon  wsoo0| o8 500 48500
Bank Charges ¥ # 700 | f400. 4500 | 1800 1EO0
Bost Expenses — k0| 12800 $2.500 | ___ #2pon, 17008
!_C'I-lnh'l-nerMrrm_t__ T e ' 50g 1800 | 2000 [ 82000
Commbsion gn Credit l__..-'dll e e b I 000 | N A Iiﬂﬂﬁ' & 11804 | 14 .00
| Coemplimentary Salas |7 o i nunl %7000 _saenn | 01 C00
_ Elwctricity T $2800|  IN0o0!  wese0|  pean 41000
__Entsntmnment 2 | 2.0 | T 11,500 MLEDD " 3,000
Fusl & OIl R i 11 pgd | BL A 12408 |  sl4gs| #1800
_General Expensay - 1400 MIE0C w000 BlooC $T.B00
Insyrance - L. ﬂ:ﬂuﬂq_ﬂ _pa B b 00 M50 u,nﬁ_i'l_‘ 17 00D
Interesl - (81, 200,000 M A% | w 0 4000 44,000 a8 (ot
 Laundry Expenses 00| i N0b| 81000 8,300 | 31,000
Lesge (Prowvded a1 Ifvasimant Inr w-r pm: ﬂh_l'ﬂlﬂﬂﬂ-ﬂ HMaring Pk Boerd) - )
Licwnsas | _ saa 40 400 | ason | #6500
Mator Vehicals & Trgneportanon "aOoD V' 1.000 | WE 000 | + 20,000 #12.000
| Operations W . ] -~ L
M IET. @81 85  sasw 48800 12,000 #1000 | #13 800
= [Ground Meim. 2FT @ 51 8BS bia_Bo VBB $12.000 | rikooo : #12.880
[Service 2 Full Tume @ #1.86) Ve, B00 800 #12.000 12,000 | s13 800
| Printing & Statignary | L } 00 MO BE00  ¥s00)
Repeiry & Equipment Maint. “wsk0 | mom 48 000 noosa [ wiz.om)
Rgplacemant Iwﬂ-l 1,000 000 WE.000 " 000
__Salary - Gareesl Management 130.00¢ $60.000 WOOO00 | %80.000 70,000 |
Saimry - Sits Manmgamant 030,000 | 434,000 839,000 | A3 000 | ug,:%
Shipnin N800 W1 ,000 0200 o B0% 13,000
_‘ﬁ'—ﬁiﬁ T | b4.800 | V4000 | 000 | 17000 #1300
Traval (Genersl Management| 112000 PINAH | HMOON0 §20.000 832,000
" Watar System Mamtensnce weo | baga]|  wiaoe) #2000 | 43.000
Uniforme b0 | Lana pace #1000 | 81 00
| Fotel Raom Opuret'g Expansse

Tatal Room Net Profit (Loss|

Iii'l' Hlﬂ
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UTWA ADVENTURE RESORT- INCOME/EXPENSE

umpw

Em.ﬂ.-d -: Eﬂl;l pur __-r.fpn-' pﬂnn

& O
" laaf Pampi 40 F Qw0 s
[ [IETTT §2,000 [100% 0ee | naa o |
lj?_lh-lll:hd Occupsncy l 0% | 40% | 80% | _|__ TE% |
L Yep 1 | Yemr 2 "r‘-- T "ﬁia a Yagr &
" Pupid . Qur 6 Maonths) | Bl out | o |

’-'lr.-r'll'ul o Sl'rnl

| Sten-Up i

i ;rir luntf_l-r Pt Frﬂl'l‘l. [Lomn]

1 slaraunt/Bar Dperating Costs _
tremd on fulln-um ng cost IEI- 1005 D:ni?lf'tq. 1 Bl T T i E e
nL"ﬂ .lr Hi | Hooeiley T_llll_ﬂ_lﬂ- r_d_[:rllri.l"'rr l:'ﬂ-b'h""'l .
Head Chel ' Twioa | g 430 6 | o
.-luh.'lln't Cook R BEY | ] | LRLN s =
LA Weneen eS| w0 | g0
i ﬂum-.r | sid6. 0| 01§, b0 ) !
| Digh Washer ' 8185 | 1w} 34650 | i
! 3 L | b 145,50 | 185 TENED
L& : . LLEL S LR
II ) e = — 0% 0N BOw 0T \ T
LT'E[.j_| abor Cost par Ocoupency i -[ IR e 23T 7a D . BYLBES | 410 074 FUR AL
4 i IJ
'inmi ' & Bevarage Coste R 15% ! | i -
~I1n“d on yn 35% of Gross Sales [ (Fig il 561 140 | ¥ 7e.6%0 | oy Ay i a84 B3
: i - - S
Fowl Restargunt/Bar Salas | sraaeo | a1ss.00 PITH000 128t 800 » 173 788
A Lers Labor _: £13 Hl_.r' 921,343 . 431, B5Y 137, 178 _ 11aeM
" “Less Food & Beverage Coms $25 5500 eh1I00 !  378.45C Wag azn | NI
R aegs ik :

R i o
Flet ibrapd Earnings . ;
R —_—
Crg it Awailable Tor Distribution i FIBZ.TEE ] vXIRET BTOLTIS | %) W78 397 1044
Me Incama frem Bost ls Calouleted | I ' o

Yoo 1 HoR' wiBL I:r__ulﬂ 7T (T EY1] LIE.AZE
Yaar 1 i) 1534187 | Al T el A
Year 3 & So%|  smams|  maiet FIADEAT Haaml
Yoar & i, (TLEN TIE RT3 Ny nn,-:u.] _ 311718
Total Dperations Profil @ 4 yra 1 saemme s e, w31 | 241437

Tk 1 .

( = i

Paga 2
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UTWA ADVENTURE RESORT- INCOME/EXPENSE

LI ST e g g e LTy

PR R TAG R s W e s 34.207.674 PRAHE
L Total {
P - 100%
,=_amas Net Profit of Yaar 4) | ess3.518
!'_..c-_us 1st Mortgage ! $1.200.00D !
1Less Investor Capitol 330,000 . L
;Pmnuchip Equity ] 32,712,474 £1.530,724 161578 ) 72 smayeTs
! | !
Totel Operating Profit & Equhy Valus | 34,789,470 $2.072.683 1057 894 | $957.684
[After 4 Years) |
i | ;
Percentoge of Reurn on Invextment | Toa | Ohidedbvdvra|  PyoVew | Invesimam . Bevownt Gen
for Investor (Dave) { 1 | [ [ Pas Yam
Total 4 yr Profit & Equityl  sza231m2 } a R VY | sm0000 | 218.47%
Operations Profrt Only| s1.24285) | a 23107389 © 3300000 | 1D4%
A Returm Per Yr @ 80% Octupancy. ' | w2064t 9300008 - T

Pege 3
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DAVID AND NANCY HASSENMIILENW
PERSONAL FINANCIAL STATEMENT
APRTL 1997
PAINE WEBBER ACCOUMNT., CASH AND BONDS L9 269,669.
INVESTMENTS IN CLCSELY HELD COMYPANIES P
AND REAL ESTATE 1.880.500.
PERSONAL ASSETS (SEE SCHEDULE) 2.141.,936.
RETIREMENT FUNDS- IRA AND 401K 149,500.
TOTAL ASSETS $ 4.541,650.
TOTAL LIABTLITIES $ 355,100. '

NET VIORTH $ 4,186,550.

NOTES:
ESTIMATED ANNUAL GROSS INCOME FOR 1497 § 324 .900.

NANCY 3. HASSENMILLER
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DAVID AND NAMCY HASSENMTLLLEE
SJIPPORTING SCHEDULES
APRIL. 19%)

VEST T CLOS D

COMPANIES AND REAML ESTATE
100 SH. C.5.T. CO. - LOUISVILLE. ¥Y. $ 1.3%0,000.
124 SH. C.8.T. CO. - DALLAS, TX. 16%.%00.
2,430 SH. D.C. ENTERPRISES, DALLAS. TX.- 65,000. .
NOTE & FST. MTG. LOT 57 BUCK MT.., WA. (L0%! 50,000.
NOTE & PET. MTG. LOT 59 BUCR MT.. WA. (10%) 5Q,C00.
NOTE & FST. MTG. LOT 56 BUCK MT., WA. {'C%] 38,0¢0.
NOTE & FST. MTG. LOT 60 LEWISVILLE, T™X. ! 1ra, £5,000.
NOTE & FST. MTG. 10 AC. LOT O,

WAILAPA. KAUAX. HI. (10%) 100,00C.

TOTAL $ .,880,%500.

TEASCNAL ASSETS
MONEY MARKET ACCOUN?T (ISLANDER BANK, ORCAS T1:)S5 229.463,

CRECKING ACCOUNT [ISLANDER BANK, ORCAS IS 72.500.
17% INTRREST IN 96 ac. (30 LOTS) KAUAYI, HI. 609,000.
4.5 AC. ALIOMAU LOT 3D. KAUAI. HI. 240,000.
1.6 AC, TRAVIS LAKESIDE, AUSTIN, TX. 200, 004.
3.5 AC. WATERFRONT AND HOME. PALISADES FL.

ORCAS, IS., WA. 700,000.
HOUSEHOLD PURNITURE, APPLIANCES, ART HORK 50,000,
1990 LEIXUS 20,000.
1995 AUDI BTATION WAGON 3C.000.

Pl
TOTAL $ 2,141.983.

o NAL TS

HIsSC. BILLS 4 4,000.
1996 TAX LIABILITY 43,50¢.
BUSINESS PEBTS
MORTGAGE, G.E. CAPITAL MORTG. ORCAS !§.

HOME € & 137 174.,600.
MORTGAGE NATIONS BANK @ 9.0% LOT 12

TRAVIS LAFKESIDE., AUSTIN TX. 133,000.

TGTAL LIAMILITIES $ 355,100.
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A 1995 KAMAAINA R.ATE mom»mow
P - KoNa qu,AcE REeSORT

" ~T -y

| . C L ' ‘ L.
g:‘l .Am:nm; Plan . UMaoe Konu Villoge Resornt’y dailv kamaxina rate ‘
Loty Rawe / Two Adules Ll {(Hawaii rssidena only) intiudes: .

R - » Asrival / departuic manaler to Nuna Airpart :
R%LA'[;&E Ocean r'_‘""f 21_"?“ = Fresh rum punch und flower ler greeting .
DELLXE: ’0c=nrl e HE * Accommodationy in a thatchad-rvof hale :
SUPERIOR: G:d’_“-l a“"’“ or 3540 o Breakfase Junach and dinnes dailv ' '

arual Ocean view ¢ Fresh Kona coffee in toom '
MODERATE. Gg_rdcn or Lagoon view S*{i'f_) = Swimmung and sunning along our saknd_\‘ L
. STANDARD: Fijian (Gurden Secuing) $125 : besch. rwo freshwater pools and whidpools :
GARDEN: Hawzitn (Gaiden Sering) 3338 ¢ Complimentsrv—eennis: ocean activitics
Bt Ocouprin< Rove, AT Cemeparics, Deshert W5, including snorkeling, kavaking and sunfish ¢
‘Aﬁﬁi*&%““‘“c‘“““”“w _ b s2:lboars: nuture walks and historical tours 7
R i et e e Bt .. ropeuoglyphs v
' . o = Keuds (Chijdren) Program
KoNa CELEBRATION ! t-gr?“m:mr;uw Dac w end of the moath) |,
g _ . o . nd crafes ) .
f:: v "-b."d\"d_""r:::\_ Cte |l|b)I _'P.'m” for you i ¢ Tuesday night Manager's Cockeait Hour v
Two Aduls T ! - o Wezdnesdar night Paniolo Steak & Sealood B
. . + Covkout ; W
Cateqors Ni . 2-Nighe ' * Fridey night Losg and Polvpesian Revuc .
ROYAL £2.720.00 §4.760.00 ) ‘ ’ .
DELUXE $2.380.00 $1.163.00 ) - ' o |
SUPERIOR $2160.00 £3.780.10 KaMAAINA RATE e 7
- . -Douhic Octu ‘2935
HoNEYMOON HiIDEAWAY Single ompf; , -4 1
o, RomescrinPunde Jorihe e efvos sursundog by e, " Thicd Peryon - stas
wimiag Mncipes of wopicd lagto ponds .Childten 6— ©o 100
3-Day / - Night Package: $731550 gh;1 o 2,;2 5552 . .
8-Dav / 7-Nipln Pachage: $3.915 00 A lafaars - ) $20°
AN Nty { Eedre wv pedgys mr bl 2ol B g vt vy edbiemtnd e . i i . N . '
O iy oo & v O DR e . M 2 il L2 s mgty o e =
1fetves e .
TGS TR TR
:v‘- ’,‘:\:, ‘q',“ ' .‘. . i ~ s
ST e L oL ) 1
o D et e Tt C T e
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ABouT Kona VILLAGE RESORT
Relx I zne of our teetaded hals tectuges) roewtied dfong
Ligooru, madv bezchos end leve odvaspes. They (mm 3
Uoploul village with hales stvted Lke those of old Flxwaii. Fiji.
Taduuynd othe Potvnestan lslands Canveniences include
voffccmakens. cotbing fard #8d refrigeramn socked with soft
drintkx. No phonaa, @dios of TV Jug wen-fiTled dayy snd
pczec N gvenings. .

KaMaalNa CLUB

Joia otr Kxmmasima Club and veeeive an 1dditiomal docount
o0 your room mie. Spociel cvendt inclyde & Kamesins Club
wexkend whth cock il reveption and spacial activices. )
Manborhip 1 $125 aad valid o 365 dzvp. Call die Kora
ViDyre Resort Salwm deparument for mooe informarion.

RATE INFORMATION .

Ryces do aot imlude 4.1 75 starrtae on FAP. 65 Hawair datel
tax (on oom pordon onlyl. ganimes orbevenres. Yo refunds
on vrurscd pornons of die Fol! Amedcn Plan daily moes. Rates
subyevct to chaags wxthedt nooc.

Scindard and Garden hale ategorias scenmmodate Up )
personx: all athers yp ta 4 or 3 perroma. depending on hale rype.
Chock-dp e JO0 o m.— chesk o tiooes 1 2:00 nowns

DEPOSIT REQUIREMENTS,

A cwo Alght deposit covering dhe first and sk nigho. B required
within 14 dgvy ol recespr of confirmapion. Cancetlation and
TOIReT AGTce must be tetetved by Kot Villape Reson 14
day prior o tonfirmed wvival date in ordet to inTure tefurd of
depasit. Deporit covering Low niph nor retundable when
depurdng, @tlicr than contraced sov. Persanal ehedcs 1 vmajor
crefe cands socepted.

Kong Villace Resor « be closed 13/1/98 to L2418,

For R&emgiom & {oformadon,
scc you Travel Agent or contact

FSMTC KOSRAE 012

ABOUT Kona VILLAGE RESORT

Rcln tn ane of aur scclyded lules[mu:gu) nestied slung lagoons. sgndy
treaches and lava landsczpec They foem 2 cropieal elllzge w@h heke s dbad
ixe those ol old Hewadi, F3)u. Tuhic and othee Polynevisn nixads. Canven-
iervecs nclude coffeemakers, ceiling frnx and refrgerawm stocked with ot

. drinks. No pheass. mdios o7 TV LJ’Uﬂ #un-fMled de~y prd pescciof’

Cfcmnu

Kunz Village Resort’s daily mte includes”

Amival } depanuve tansicr o Nona Alrpore s F rmh rum paneh and fawer
(¢i greeting © Accpmmodations ln 1 theyched-onof kil (cormee? » Breakix
lunch ang dumer in Hale MMoart ¢ Fresh Kova coffce in room = Suimminy
and svaniag slong our sandy beach, two Meshwetar noals and whirlpuols
Complimen mrvamtcniois! o setivides includiag snorke)ing kayakine

L nd wundbib sailimg, excorHone rumuce wi Ll and bistonce] over o peaoptvphs

*» Koikis (Childron) Progrem (except Seplembor—Latior Oy 10 cmd nl the
monthl * Locl avis and crafbd » Tuesdam: night Manay cls Cochiail Howr ©
Wednesday pight Paniolo Suwsk & Se:food Cookout ® Fiun might Luav
and lPolvacsien Rovue

RATE INFORMATION -

Rate do no¢ tnclude 4.1 7F Glest wx on FAP, €& Mawan hnict ax

* {an 1orem portion oatyl. 2rawlties uc tevemgea. Na g (nds vn uauged

povuoras of the Full Americn Plan dule e, Rures yubeet w wmnge
nithuyt netice. .

Sundard :ad Gurden halsx scopmenodate 11 1o 3 persoro: all achos up 1 4
ot § pcrsony, depending o hale v, Reques lor specinic haley secemed
when reverving lor ) nights or more. Cheek—n time: 5.00 p m.e—checkaiw
nere 1200 neyn,

DeprosiT REQUIREMENTS

= A weo aight deposit covasrtp the Trw afd hest rdghis. 'nfcquir:d vaghin 19

dsvs af vecer uf confimmation. Canveltation gmd tovmons nogee masc be
recorved by Kane \lape Reser 14 dava pfior o confirmed arnvgd date in
erder 1o infure refuml of deptit D rposic votering ast night not relony-
shie when departing odttier tham cuntaced suay, Perwnal thecks / qapoe
credit @rd« zecered, Roscevacons for 3 ne morc hales require a 30 dav

@nceilaon mouce,

Hovuipay POLICIES

EASTER (Apwil $-Apal 231

Sixey dey cgnceliaien sotioe must L recelved for full rckund of deporit.
Ucpum covetiog bt mnht not refundabir when dcyvun;: carier than
contreczed muit.

HOLIDAY / VEAR-END (Dec. 19 chrough Jan 2)

A mminum sy of seven (7) alghe s rexitdiwd tar any yeav deat
Inchedex Devember 19 throwgh januan: P dates, Depotis is refundable
il Qnechstion o received st loast W davs prier Khdul‘:dwﬁl
Deposit covening latz night s refundable when depdrdng dadler thia
conuwcred 13y, Shorter s1avy may de roquassed after October 1. 1995
o1 Bspace rvailiblc gt - : - T

Kova Vitlage Rexor will ba claied 12/)/93 0 L2/A/9S.
For Resetvarions & Informatron, conues

-

Konailgge ()"

- Haontl ar it teas meant 10 br.

- KonaVillge(p

* Homati as 11 war meany o be.

PO Bex 1299, Kaltys-Kowa, Haens 96745
Phooc: (308 325-5555 Fac GioW 3251
Toll Free fram USA/Canada: (800) 367.5290

PO Box 1299, Kailua-Kona, Hawaii $4143
. Phonc (BOR) 523.5548 / Fux (NOH) 325-5124
, . Toll Ercr (recrislsnd: (800) 4 52-8450
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Joseph Nelson
Experience Qualifications

} have 28 vears of expertence w the coastruction and contracting business. [ am qualified in all
levels of the design & bailding business. | have developed subdivisions. designed communitics.
detigned many custom home & remodeling projects and managed over 150 employee's on multiple
projects at onc tim¢. 1 have completed many restaurant building & ctmodeling projects twoughout
the yeass and 1 am very quatified w the special design requircrents for restaurants.

P

[ bave good computer skills with cxpertence in various software programe. 1 currently use
Microsoft "Word™ for ward processing, "Excel” far spread sheets, "Project” for scheduling, and
"Quizk Books® for bookkecping. With my |0 vears of contracimg expéncnce in Hawaiy, | am very
knowledgcable of ordering, shipping. scheduling and handling matenals overscas.

Bref wark history below:
Current Ulithi Adventure Resort Corporaton - Scerctary/Treasurcr

1992 - 1997  Nelson Pacfic Homes, Kaua:, Hawau - Owner
 Architeeturc, Stte Planning, (Goneral Commcting custam homes and remodeling
projects .

1987 - 1992  Kaua Pacific Group, Kaua, Hawwii - Vice President

Architecture, Real Estate Development, General Contracting for our own
- development projects.

1976 - 1986  Joscph Nelson Construction Co., San Diggo. Califomia - Owner ’
Gereral Contracling cuslom homes, remodeling and some small development
projects.

1971 - 1976  Apprentice carpenter advancing to Joumeyman arpenter and on to Forman with
A.G. Meokee Coustruction Company, California & Nevada.

1969 - 1971  Approntice carpentsr on various projects with various emplover's.

Brief Reference List
Gonoe Lopezg - All Phase Construction
P.O. Box 80
Hanalci, Kamai, Hawair 96722 . (S08) 639-482Y

Tohn & Mona Van Dicpen- Straight Line Censtructian
4464 Industrial SL
Simi Vallsy, Califomia 93063 (805) 583+2327

Jack Young - P.O. Box 128 P.0Q, Box 123
Ridgway, Colorado 81432 Anahola, HI. %6703
Phone (970) 626-5995 (808) 8224711

Dave & Nancy Hasenmiller-  P.O. Box 232 . ,

Tarbmnand Wachmaetan QR245

Bo1s




Woark experience

P.O. Box 721 Anshols fhooo (808)828-0990
Kaun, Hawal 96703 Fax (308)X28-0990

IPeter J. Narburgh

Ulithi Advennucee Resorts Corporetion, Mamging Partoer
P.O. Box 221 Anahola, Hawail 96703 (308)328-0990

Peler Narbwrgh {s qualitied lo design and iostal] sustainable sygents for community
agricolure and resort development

o P
1997: Community developmeut consultanl lo Kosrac State PStL

1996: Property dex clopmen( and agricaltvral consultan( (o (he JKibgdam of Tongs.

Including the leasing of 2000 actes of prime agricultural land in Bawaii from g
Bishop Estaie

1595-1997: Oww'opemororParadlsc Farms Hawail Spocialty produce,
agricultural produection facility.

1993-1994: Tace tissue cullure praject wilth Hawalian Sugar Cane Planlers
Association and tte Ministry of Agricalture Topga.

1990-1996: Agricaltural property development coasulla Kz uai. Hawaii

1992; Inter-lgland Solar Salcs Represcatative, solar powered demonsiratiog tour
through Microncsia.

1991: United States Fotest Servioe grant for agro- foresity dovelopment in tire
Republic of PalmL

1950-1992. Agriculiural and community development consiltant for Ngscchar,
Angrtr und Mell onldok States, Repunlic of Palau.

1987-1989:Extensive research travels trough out the Pacific and Asia o (ourisny,
sgriculture and rustainablc development systems.

1986: Built and sold 2500sq. FL private residence {n Kitauea Kauai,

1980-1985: Agricalitiral development and famn management apprentice at Puu
Lard Parms, Kilsuen, Hawaii

. 1977-1979: Attenciod University of Washingion in Setilc Washington
1977: Graduste of Eisexhower High School Lawton Oklahoma
Eight (8) yedrs pd mary education In Europe

Albert Natburgh- American oo Molors e, Port Manager, 2510 Alexander Ave.
Tacoma . Washington 98421/ (206) 922-0130

Gary Victorino- Fire Islacd of Kmuai (ret) , 1706 Betiencourd Lane,
Kama, Hawaii. 96746/ (306)893-6222

Qoo
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Peter Nartuiygh, Resume. page (wo (2)

Len Newell- US Forest Service, Pacific Islands Forestry inst. , Pacilic Isiands
Forcsier, U.S. Federat Building. Bishop Strect Hoooluln Hi/ (808)522-8231

Hanitel¢ Faammu- Director of Agriculture, Kingdom of Tonga, Miwstry of Agticuliug .
Nuolas"alol(s, Touga 011-676-23402

Guy Amhouy- Inte} Corporation. Segior Treasury Manager, Strategic lnvestments &
Aoquititions, SC4-210 2200 Mission Colicge Bivd. Santa Claga, CA 95052-8119/
(408)765~4413 / guy-anthony@ccm sc.intel com

Hermay Texeda- liquars Comaissioner (ret) Kauai, Hawaii. (808)822-5959

Mimsy Bouret- Hamalei NosthShore Propertics, Vice President, PO, Box 744 Hanaled,
Kauad, Hawall. 96714/ (808)826-9622/ (808)826-6129

- Te-a-

e



APPENDIX 8

UTWA MARINE CONSERVATION AREA
PROMOTIONAL MATERIAL

PROPOSED TOURMST RESORT DEVELOPMENT

I SOUTH PACIFIC REGIONAL ENVIRONMENT PROGRAMME
FEFERENCE NUMBER: 750214 July 1998






ABOUT THE UTWA WALUNG CONSERVATION AREA

To many visitors the scattered islands of the Pacific conjure up
images up paradise. Yet the Pacific is at a crossroads between |
old and new, and environmental degradation and cuitural decay
are some of the modern issues we also face.

Kosrae sits proudly in the heart of the Pacific, a crossroads for
traditional voyagers and modern travelers journeying across the
endiess expanses of ocean. And here, in the Utwa Wailung
Conservation Area, is one of the true paradises of the pacific.

PAIN KOM - WELCOME !

The Conservation Area includes much biodiversity from rare fish to
rare trees, historical ruins and unspoiled beauty. We are pleased
for you, our guests, to enjoy these things. z

I But these are things we in Kosrae also vaiue. In the Conservation
Area are things we want to keep. Our land and our seas are our
home, our "supermarket”, our culture and our history. The Utwa
Walung Conservation Area is our own attempt to keep our island
the way we want it to be, for our children and for the generations
to follow them. We are proud of it.

It is not a natlonal park in the western sense. It is not government
land.  The government does not make the rules. This
conservation area is based in our communities. [ndividual
landowners that want to keep their environment in its current
healthy state, have placed their land within the Conservation Area.
We can still come and collect resources- crabs for food, mangrove
trees for building- but we are doing it sustainably.

It is a new concept in conservation, and we are doing it the
Kosraean way, with some help from the South Pacitic Regional
Environment Program.  Its boundaries are still growing as more
lands are placed under jts care. It is growing organically, just as
the trees and plants around you.

Please enjoy our area and our heritage. Please support
our efforts. Please respect our area. Kulo Malulap!!







FTe T S

How fo Get There

The cande trip on [ova Walunga
begins at the village of Utwes on Kosrae's
scuthemn coast, Take che coast road south
from Leiu It Is & pleasant orp I itself, a1
Umes hugging Lhe coast or cutling through
mangrove swamp. I you don't have a car.
harching 15 casy, almost anyone will pick
youy up. Kesp in ind that raffic returning
Froon UMere to Leha becommes preliy scaroe by
lale aflermoon. You may wand Lo try ar-
rangng 1o suay in Walung for the night and
rerum by way of Dkat the nexy day,

A TP up Inva Modonnemrsa beplas
nght at Lctu tsland.  The new lisherics
complex 1s 8 handy sLartng potnt,

%

Planning a Tri'y 1

To arrange a cAnoe WWp through the
mangroves contact Lhe Division of Tourism.
The telephone numbec s 370-2728, Be-
causzs 3 fairty high Ude s tequured [or a Lip
through [nya Walunga, it may be difflcult
Lo arrange f you are visiling Kosrae for leas
than & week and It Is durlng & period of
mederare des  Imya Mulunnenca. on the
other hand, 18 navigable even during low
thdes. although you will have to walk where
the Bottorn shoads owl a8t ils orhermn ena
Canvas sioes ard recemmendeyd

There are a numbcr of cpuans [or
plannlngg & Op (0 Walung s1a [nya
Walunga. Much depends an Ul Ude, s
ithe chanmel 15 impassable at low ude Cme
posalblity s to wall oul the falling ude un
Walung and relum Lo hwe oo the ekl
high ude Alternalvely pne could con-
Umue chroumnayhdall ng? e Mlame] by biring
a boal 1o take you Lhe marina al Okal,
Talunsak From here you can hich a ride
Dk to Uhe Rolel

It t= alsa possibic 1o wmange
through the Tournsm Qiflce Lo stay in
Walung over ndght U you do, it will be
necessary Lo bring your own focd as (here
are no stores o the village.

gh Aangroves

e

For the adventurons a fial optlon
woilld be Lo hike back alonyg the shoreline
twowards Urwe. A disunct vl begins at
Soaksa, eveniualy petering cut a ltle
ways pasi Tulkunare. From here walk
aleng the reel 1o the eastern end of the long
barrier sland thal scpazales the sea from
the mangrove foreat. Armange to have your
boat driver meet you on the ahore just
ppposite Lrwe village. Flan 1o make the
bpas tAR In Lhe mangdroves &l high tide.
sperd an hour or ted 0 Walung and hike
back on a falling tdde so Lhal you have
plenty of beach to waik on. The walk takes
abgil thr ee howra

inya Mulunneneca s both a shorler
tnp and easUy acceasible A canoe or
w0l of béuat should be arranged from Lele.
Il yoou e slaying at 4 hotel in Talungak
such as the Sandy Beach or the Hortzon, 1
B g relalvely shor walk back [rom the
rorthern end of the channel. Altemaohvely.
s el AGme Limee pd e ruce Desch af the
porthern chanerel cullel and Uhen retwm o
Lelu. A one way trip ondy 1akes a couple ol
hiorta .
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The Maingrove
Channels of
Kosrae

A trip through the mangrove for-
ast Is like c visit t0 anather world
Follow  meondering  channels
overarched by a mgjeshe can-
cpy. Wildhife abounds. Fish swim
lazily through the teg cclored
water and birds chattar in trees
above This brochure describes
trips through two of the mony
channels on Kosrae: Inya
Walunga cnd Inya Mutunnenea.
Flanto spend afull day exploring
the first, Iftima le short the second
trip is an easy holf day tip.

About the
Mangrove Forests
I Kosrae

Mangrove foreat surmrounds the
island of Kograe For most vigliors man-
ETOvVE SWAMp conjured up unpléasant
vislans of 4 moagquilo mdested, foul smell-
g wasteland Nedhing could be furthe:
from the Uruth The mangrove forests of
Kosrac are place of Deauly and solitode
The mangmoves ae ol guile sea and ol
wed land,

[n this place of transitian, lfe
abounds. Herons, egrets, brown and black
noddy Lerns. and falry terms 1 amongst
the rees. Trees, festooned with lems, grow
Lo majeste heights. Al water level thelr
prop roots Iorm e dense thicket on which a
variety of crabs and fiah e Fish Seim In
Lhe channels and amongst the rogis,
malkang the forest innges & favorite fishing
spol for Kosrasans Look for schools of
mullel and smappers. Even Uhie odoriferous
muck on the bowom supports a rich array
of fauna  The popol clan, found deep In
the mud. Is a favorite food. I you come
upen & pary of women i search of clams
and crabs, pleass be discrete @0 as Dol (0
dlsturh thelr efforts

In addilion (o thewr Déauty, Man-
grovesa play a vital role (o the 1sland #cogys
tezn. They are a buffes between the clear
waters of the fringing reefl and the sdt laden
runall from Kosrae's oust shrouded peaks.
Their roots lorm a glant skeve, trapplng Hut
that might otherwise smother the delicate
corals. More subily. they play an mmpor-
tant role in regulating the fow of nutnents.
welering oul susicnance 10 Uhe sea grass
beds ar thew edge.

Because the mangrove forest 18 rich
with e, It 15 an unvoertant resgusnce for the
people of Kosrae. The trees provide timber,
the chamels are a protected transporiation
network and theio wilem are & Mvored
place Lo fish. Lo particular, the sweet
Navered mangrove crab Is a3 urlversal
lavonte.

Hefore passable ropds and cars
camee 10 Kosrae aboul 20 years ago, the
clannels were the moutes of comumerce and
commurkcation, The 1we channcls de-
scribed here are part of 3 larger network
slretching fromm Walung on the westerm Up
ol Korrae to Tafunsak in the north. Only
the reladvely protecied north shore of the
land does not have a channel, With the
arrtval of cars many of the channe!s have
[allen Intc disuse. The channels are slowhy
sdliing tn, probably part of a long term
natural process. and trees have begun to
prow across Lhem In plac=s. Perhaps they
wil| disappear someday, bul (oday they can
provide a very special experience for Lhe
visitar,







Fla [al arr afen rhe alles rees 1n Lhe mangmer (aresr. Same of the
lar@rad agebr Lo (S e MIcMwnis cin B [aund on Bosgres 1n the Okal ares.
Flu lal are comrumsnly braloomned with eplphrite fers, etpocially Siaphrolep-
iy wuin w hose irends ofed chsdede ety or mere fool o e wsicr.
This 1ree raa W mosr easily deorgoishen by oo sharply poineed sl
like prewrslophores, or ol bredthing mefs  Look for the — mo=irading
fegan ihm srpash @raand Ue biaee of e bror. Thic loswcs s mwne rowmedod
Lthan those of other rmangreee apecies. The Tower 0 whize with numeroas
lenthery siamers. While o @l are found throughaour the mar grove
fapral. the lapgest reamples sre trpioally fnurd peard Lhe maddie ar
laridword edge
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Zakasric sre foend nopirost ey part of the mangrmes farose and are
pErFRPes Lt MRl COmuFan Comporent of mrargnoee koresks B gl

Microvee sta. They are erally disinguished by el arching piop roes
which can form o densc Thikcket o Dowers wrc amall [0 Bypooobyl &
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reproductive sinurmeer that ren be lfeoed o s seod thad has sprowisd oo
the plars belom 0 ks o 13 long and thin  Sekesne ks maoy
rrargrer forest plants, bas 3 varksty of uses Whie Sl B precberred
this e 13 abae prpuler irceood  Sosrcats. whe tadiSonally do not Q
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oook on Sundave, typhouly constrect en wn o earlh oven. of Sabardeys
o prepare el g (ke Salbhath,
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Shrwrl arr morr comemondy bound in fhe i Gl edeard parte of the
mangreer brrsl.  They oy be duwnnyposded by teir fosee- e preums-
ophores. not o be wonlused with the sharply pointed preama opbores of
fip fgl The Sowory sre weally Feddmb sed the yponiy] b thickes s
shorter b that of sahasrih Avs impartant UeAmDens | vt of sy
wond i lor howuse ronstruciion. Douh wubasrick sl pRrsr o7 wied b
this purpesr  SUrsight pokes can b o Wik ihe barl reemevnsd Ly
ke wn encclie gl and dumbie, freming mewnal

. B e £




Tuil 8 ey enndhy distinguished by ils stnuoue buttress oo wnd saos b
while Bark The Irull la & groen or tan orf. sbemal U alee of & grepefrule
Tullmlnumllhn‘ﬂ:rLWtrdFuFthwwhuL aften in denuse
stands  The wood B wiie red coboied and preferred for malang wood

carvings wial fumidure
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Fals grow whny the Inner slge of Ue mangrose [orsa L preferilig Sealer :
wanler. Al rtver moulhs and olther places where Eosh waler [ows inio the 0
rwamp, they afirn grow o dense greera Fals 13 ol eourse, & nype of
palrn B withoul & viadbe runkl  Look for tetr strange fowers whech
grow al the base of the fmeds. They e inrge, anal I pasbe duli nrsnge
wih pellen The froi e o glabose knomed mines of soeds Wips
treeciitionalby wacd a8 mooling Lthatch. |1 losts brnger then Lhatch mode D
O
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Mrlukluk s showey ~paphyur ferm Most afien you el gee them Zroseing
tcn o morr fert up tn the croten of 3 1. L OO F.:nl'luh ki T,
the bird's nest i i idicative of bs shape Fosresmns use the poung
leaves o Uras ssomach upses  They may be cansn dnrecily o pounded 1w
relensr The puscrs, wheeh @ Aok 1 @ cewts o wnevadglabic the

miE ey lraves san be ueed 1 arsn Tad rhae @1 b pleoed v G0 ofim
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While you are visiting the Marine
Park, wa ask that you pleasa DO:;

« Enjoy the naturar beauty of the
Consenvation Arsa

»  Ask guestions about the acology,
local customs, & raditonal f
CLMant Msource usas

« Otfer comments and suggestions
for continued managament plans

« Be camaful & watch your stép on

rmocky and slippary temainl
Preen

Because of the fragiity of the

mangrove & coral reefl ecosystems,
we ask that you please DO NOT:

+« Touch, stand, or walk on tha coral
reafs or roel Rats

« Faed the fishas

PROTECT AND'
KOSRAE'S
Hmmnmm
THANK YOU FOR HELPING
SUPPORT LocAL
CommunmEs!

Tha Utwa-Walung Marine Park is
a collaborative and community
based conservahon araa N is
located betwean the villages of
Umwa on the southem end of
Kosrae and Walung on tha
weslem sida of the island

The conservation area s
recognized by tha peopla and
stale of Kosrae for its outstanding
biodiversity. Il 18 this abundance
and diversity of nalural resources
which has allowed for sustainable
levals of local resource use in the
past and will prowde for
sustainable levels of resource use
into the future for local paoples.

The chiectives of the Marine Park
are to promote conservation and
anyvironmeantal educat:on

For mrova information. plasss contact i

Utwia-Walyng Marine Park
P.0. Box 539
Hosras State, FEM S84
Telwphons (801] 3IT0-Z32 of ITO-J403
Faa [891) -l‘m-ﬂu

P T
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Guided Utwa-Walung

Mangrove Channel Canoce
Tours

Guided Mangrove Channel /
Snorkeling Tours

Cultural Tours
Guided Rainforest Hikes

Local Family-Hoated
Accommodations




Local guides will lake you on a3 shor
Mangrove channel towf 85 desCribed
above, and then oul 1o the reel soge 1o
snomuel one of Kosrae's mos! Diologcaliy
divisrss reel scosystems in 53° F walers
Estimated Bime, Asprnaimataly 3-5 hoors

Rate: §25 per parson with focal frulfs, dninks
and lnnd Fensportsfion om pour holed

(Guided Hiking to Meinke Ruins

Hike with & local guide ' the Sechsd
place Of Sinlaky, Goddess of pature,
heayens and breadiul. Meinka Ruirs =
8 prehigone sihe consisted of ower
hurdred  enclosures scattersd in the
ralinfores! area

Estimated lime: Apprmzimetely 3-5 hours
Rute. 320 par parson with locad frufl, dninks
and lend rmnaporiation from your hods!

e

This  wrigue  tow  includes  guided
canoaing through ke Mangrove channel
&% described sbove. Along the channel
hoaw, you will Sop snd visit locel famiies
and experience Kosaesn cuftur Iocaily
prepared dishes. and tradional songs
and dances.  You wil gain rsl-hard
iresigind it Kosraa's deh estony, present,
ard folur

Eabimaied brres.  Appioicimabedy 585 hows
drinka and land Fansporisiion fom your
e

Guided Hiking to Rainforests or
Waterfalls

Experience haking through  tropical
minfores, alive with berds, lush with

vegetation, and leam eboui the ecology
and traditional local sustainable uses of
the mainforesl You will afsc visdl the
walerfglls s he end of your lour
Esfmaied Grme: Approximeiely 3-5 hours,
Fate: §70 per pergon with ool S, oninis
arnd {mnd rinsporisiion from pour hobel

Local Family-Hosted
Accommodations

Foorf Gheose ravelsrs locking o @ brue
cultural leameng expenence, say with g
iocal famity and even jeam some
Kosraean languagsl Masls can e
ncluded and reguire prior ArTANQame,
For more informalicn, confact Medison
Mena ol the Marine Park offics,

Advanced notice |5 rmequired for all
Martng Park acivitios.

Timas will ba adjusted according lo your
schedule and the lide table.

Prease coll Madison Mead al the Marine
Park, 0FICe 10 mulits réga s ationg

Ay wisdor whd uses 8 privele canos,
boad, or kayak in the Madoe P area 1o
non-guided activilies i§ reguired 0 pay 4
e Py OF 35 pebe wiksil

P pour sitfely, ndd-guided sciviies o
strongly dfscouraged

TRANSPORTATION & TIMES

Al tours InChode pickup @ tha polnt of
request and refum Al limes po
estimaled from the plcikup point, lour and
back 10 your hoted 1f lend trenspoRation
10 the Marne Park can b amangsd, you
will deduc 5800 o any of The tows.
Transporslion lime weries, depanding
upon whem you @ coming from

Pisass uss T folowing &% approodmubed
traved times 1o the sile

From Tafwnsak. allow 1 ¥ hours
From Lalu, aliow 1 ¥ hours

Frown Tofol or Malem, allow 1 hour
Frism Liwa, allow 10 miniies





