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Thank you Christa and thanks to everyone attending today's conference call.  

Before I report about this quarter’s earnings, I would like to briefly introduce myself.  Then, I 
would like to spend some time talking about the significant changes we’re driving, and give 
you my opinion on a recent negative press. 

I have been with Sino Agro Food for about three months. Before that, I worked for a number 
of Fortune 500 U.S. Multinational companies. And before that, I worked for KPMG, Ernst & 
Young and the PricewaterhouseCoopers.  I have over 20 years of experience in accounting, 
auditing and finance areas.  And, I am a Certified Public Accountant both in the U.S .and 
Hong Kong.  I did not know Solomon Lee, CEO, until I applied for this job. 

Now that I have been with the Company for a full reporting quarter, I have become much 
more familiar with the organization, its company-wide direction, its accounting systems and 
cycles, and its financial strategies.  After reviewing, managing and supervising the financials 
for Q2 2014, systems of control and reconciliation, I am confident the results are accurate 
and fairly stated.   

As I think about our strong execution this quarter, three things stand out to me:  

1. significant momentum with our sourcing of financing from our bond 
initiatives, 

2. discontinuance with paying our trade suppliers or similar by issuing common 
stock, and 

3. progress in a number of our consumer businesses requiring sales and 
marketing human capital, and continued cost discipline on a value for money 
basis.   

 

With regard to the negative report about our U.S. tax position, I was very surprised to hear 
that. We are currently speaking with our U.S. Tax Advisers.  I believe this report will be 
behind us very soon as our tax advisers are positive that this allegation is without basis. 



Now, I am very pleased to report Sino Agro Food’s 2014 Second Quarter financial results. The 
Company achieved:  

• Record revenue of  $97.0M, a 78% increase over Q2, 2013; 

• Net income from operations of $23.1M, a 61% increase over Q2, 2013;  

• Fully diluted EPS of $.14 cents, a 17% increase over the corresponding 2013 
quarter; and 

• Total shareholders’ equity of $344.8M, an increase of $27.4M in the quarter. 

 

Quarterly revenue of almost $100M set a record for the fourth consecutive quarter. Revenue 
from the sale of goods totaled $82.4M in Q2, 2014, an increase of 95% over Q2, 2013. 

The Company’s largest divisions grew the most. Second quarter revenue at the Fishery 
division increased 123% from 2013 to 2014. Within the Organic Fertilizer division, which 
includes the cattle operations at Sanjiang A Power Agriculture Company, second quarter 
revenue grew 93%, year over year.  

The second quarter’s results reflect the Company’s core competencies of consistency and 
ability to deliver positive operational execution performance.  I believe the Company is now 
in an advantageous position to focus additional resources to strengthen the Company’s 
corporate governance expertise.  In fact, this is the reason I am here, and that we recently 
appointed Mr. Alan Wong as Chief Internal Auditor to review and monitor our systems of 
control.  We will initiate new corporate level initiatives; for instance, further streamline and 
standardise accounting systems and set accounting policies, etc. 

The Company’s assets growth to-date has been funded by income and equity. Now, the 
Company is poised to benefit from debt funding.  In fact the Company repaid a loan of 
RMB40 million resulting in an increase loan of RMB 80 million which confirms its high 
credit standing in China. 

Yesterday we have just announced a completion of the private placement of Convertible Note 
of US$33.3m with Euro Capital China AB, a Nordic Investment House.  This placement is 
another example of the company’s evident maturing at the corporate level to receive a vote of 
confidence from a cornerstone partner with the wherewithal to help promote further growth 
and recognition. 

In many respects, this is an important moment for the Company. Not only does this financing 
provide immediate cash flow flexibility, it also opens the door to further validations.  

With that overview, let me turn it over to Solomon to share some thoughts. 



Prepared Remarks by Solomon Lee, CEO 
 
Thank you, Olivia for your contributions this quarter, and for being on this call so that 
shareholders can get to know you a bit. 

My feeling for the quarter and its future potentials are summarized as follows: 

Our Innovation contributed to the quarter’s continued success. 

Sino Agro Food, already a leader in the aquaculture industry, continued to innovate.  During 
the quarter, the Company successfully implemented new methods to increase production 
yield of shrimps.  As a result, its Jiangmen shrimp farm produced 5 million pieces of “Big 
Giant Prawns” per month in June, compared to 1.3 million pieces produced in the prior 
month of May. 

This new higher yield production method will be implemented throughout the Company and 
augurs well for its future profitability.  The contribution may be particularly visible during 
the winter quarters, a seasonally weak production (but continued strong demand) period for 
shrimps. 

New Zhongshan project’s phase-1 already contributing revenue. 

The new Zhongshan seafood and hydroponic developments have already contributed more 
than US$7 million of incremental revenue from construction and development work during 
the quarter.  The new plant is modular in design and will be completed in phases.  It will 
generate profits as soon as each phase is completed.  The modular design also accords the 
Company the flexibility of adjusting the speed of development depending on prevailing 
market and economic conditions. 

Strong demand and greater capacity increased fertilizer/cattle’s revenue  

The fertilizer/cattle division benefited from high demand for its products and increased 
production capacity.  Chinese consumers continue to demonstrate strong demand for beef 
and lamb products.   

Agreement with Tesco should lead to incremental profits and established brand 
name. 

SIAF has signed a 5-year contract with Tesco PLC’s joint venture operation in China, where 
SIAF will become a supplier and an in-store butcher shop concessionaire of beef and lamb 
under its own brand name of “Bull.”  Tesco, the world’s second largest retailer after Wal-
Mart, has 134 super market stores in China. 

The staff at these meat counters at the Tesco stores is trained and supervised by the 
Company.  There will always be a SIAF staff member on site. 

 



The Company’s strategy to educate the Chinese consumers on how to select, prepare and 
cook beef that is safe and healthy should be well received.  The strategy should lead to 
incremental revenue and profits on a long-term sustainable basis.  Most importantly, Sino 
Agro Food’s establishment of Bull as a brand name with the Chinese consumers augurs well 
for its future sales and profit growth in an established market segment.  The first store 
commenced operation on August 15 in Shanghai with good initial success. 

Tesco’s joint-venture partner in China is China Resources, a state-owned enterprise with 
approximately 3,000 supermarket stores throughout China and Hong Kong, under the name 
of Vanguard.  For now, the Company only supplies to Tesco’s joint venture stores in China. 

Referring to financing: 

Apart from the financing note announced yesterday, SJAP has received verbal approval from 
Agriculture Development Bank of China to increase its facility line to RMB80 million for the 
coming year which doubles the credit line of last year’s RMB40 million, although it is rather 
small sum compares to the said Note’s amount, but it speaks well of the credit worthiness of 
the Company. 

Macro conditions favor Sino Agro Food. 

China continues to experience increasing demand for high quality, safe and healthy food but 
has limited availability.  This is particularly true in seafood.  The supply/demand 
disequilibrium condition will likely persist in favor of suppliers such as Sino Agro Food, and 
will lead to strong revenue and profit growth for the Company.   

The financing announced yesterday is a major milestone, signaling the end of issuing equity 
to settle small vendor or lender debts. 

I feel positive of the steps of the Company is taking and look forward to our positive 
announcements and improvements that will be made over the coming months. 

Please take the time to read the 10-Q filed August 14th, and the Company press release. There 
are plenty of descriptions and developments detailed in the filing and release. These give a 
clear picture of the Company’s operations and strategic focus. 

Also, recent developments are posted to the company website and Facebook page.  

In addition to Olivia, all four three Independent Board members on the call today: Mr. 
George Yap, Mr. Daniel Ritchey, Mr. Nils-Erik Sandberg, and Mr. Anthony Soh.  Also on our 
call today, is the Managing Director of Sino Agro’s Swedish subsidiary, Mr. Erik Ahl. 

They will help to answer your questions as one team. 

Christa, please open the call to questions. 

 


