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Slide 4 please 

Good day ladies and gentlemen and thank you for joining us for the 2016 Annual Results 
Conference Call. 

2016 was a watershed year for Sino Agro Food as we completed some of the key milestones 
toward spinning off our aquaculture and beef businesses, in line with our strategic plan to 
transform the Company into an investment company with integrated holdings in multiple 
independent, public companies. While there is still hard work to be done, we are proud to have 
successfully completed the carve-out of our aquaculture assets into Tri-way Industries Ltd., 
which was independently appraised at $340.6 million. This resulted in a gain of $56.9 million 
to Sino Agro Food. Completing the carve-out was a major achievement for the Company and, as 
a result of last year’s achievements, we entered 2017 with strong momentum to advance our 
strategy.  

Aquaculture Update 

First, I will provide an update on the aquaculture business, where we made significant progress 
executing on our strategy. 

In 2016 we took several steps to modernize our aquaculture facilities into integrated high-
yielding stations in support of the carve-out/spin-off (“COSO”) strategy to create a concentrated 
stand-alone entity of sufficient scale and potential to attract IPO interest at valuations 
rewarding to the Company’s shareholders. 

These activities were followed by the completion of the carve-out of the aquaculture operations 
into Tri-way, a Hong Kong based entity, contributing to strong overall financial results in 2016 
and setting the stage for further growth and value recognition in 2017. We recorded a deemed 
gain on sale of $56.9M and reported a certified fair value of our stake of $124.7M at the time of 
the carve-out, representing a 36.6% ownership in Tri-way.  

The new organization for the aquaculture business will support accelerated growth, as it is 
better suited for infusions of working and development capital at, what we expect to be, more 
favorable valuations. We have long believed that our assets are undervalued, and that our 
organizational structure limited our opportunities to convert existing and planned development 
to business advantage. Completing the carve-out was a significant milestone toward unleashing 



 

this value. We expect significant accretion to SIAF earnings per share via our equity interest in 
the carved-out company as compared to 2016. This is because Aquafarms 2 – 5 were 
unincorporated, so their results were not consolidated into SIAF’s group earnings per share in 
previous years. Instead, SIAF reported earnings related to Capital Award’s Marketing and 
Distribution agreements with the farms. Only the gross profits from Aqua Farm 1 were included 
in SIAF’s group financial results. After the transaction, the gross profits from all the farms will 
be included, on an equity pro rata basis; i.e., 36.6%. With productivity at the aquaculture farms 
estimated to increase at a rate of more than 200% per year, the overall earnings to SIAF from 
Tri-way are expected to significantly exceed current levels. 

The aims of Tri-way ahead of an IPO are as follows: 

To secure funding to accelerate Construction and development expenditures. These investments, 
which will be used to complete the build-out of Aquafarm4 in 2017 and Aquafarm5 thereafter, 
will lead to increased production at all farms. AF4 has a planned capacity of 10,000 – 12,000 
metric tons of seafood and AF5 a capacity of 60,000. 

To generate strong cash flow from operational activities so that it does not become necessary to 
secure additional rounds of funding, post-IPO.  

 

1.  Progress on Tri-way’s current arrangements: Just to touch briefly on the allocation 

and distribution of Tri-way’s shares to primary owners before Private Placement and IPO 

offers: We are targeting the following schedule with the understanding that all timetables 

are subject to FINRA and SEC as well as Hong Kong regulations that ultimately determine 

the exact timeframe permitted to spin-off Tri-way ownership. That said, the following only 

should be viewed when taking this perspective into consideration.; that is, as a tentative 

outline of the plan.  

By the end of April 2017, the registration of SIAF’s 36.6% ownership in Tri-way should be 

completed in Hong Kong, bringing us one-step closer to a distribution of Tri-way shares to 

SIAF shareholders.  During the month of May 2017 we intend to announce the amount and 

X-date of the Tri-way share dividend, once we receive approval from the aforementioned 

regulators, aiming to finalize their distribution within Q2 2017 by providing book entry of 

allocated shares to beneficial shareholders of record. 

 

 



 

2. The Private Placement offers (PPO) 

DBS (Development Bank of Singapore) Hong Kong, has been provided a pre-IPO mandate 

by Tri-way, and the team has been working closely with them over the last few months in 

preparing the action plan for road shows scheduled to begin next month, May 2017. 

Simultaneously, we have been engaging with other international banks, security firms and 

international funds on this subject, having garnered encouraging feedback from some 

potential initial investors, indicating that we may begin securing initial private placement 

funding by July 2017. 

3. Interim arrangements before completely securing all PPO funding: 

After securing initial private placement funding, Tri-way plans to build-out its corporate 

offices in HK, and to complete its corporate organization team within Q3 2017 initiating its 

own agenda, including PR / IR, and all related  functions, thereafter. Throughout the start-

up phase, SIAF will assist Tri-way in establishing its day-to-day functions as an independent 

entity. JFD, Tri-way’s fully owned subsidiary operating in China, already has established its 

operational organization team to take care of its farm’s operations beginning in Q4 2016, 

and, is now, fully operational. 

SIAF believes that aquaculture operations are now poised for growth by:  

• Having substantially completed renovations and modernization at Aquafarms 1 

through 3;  

• Having commenced commercial production at Aquafarm 4 during the fourth quarter, 

2016; and  

• The newly independent company being better suited to procure working capital to 

accelerate growth. 

By taking on a new role in our involvement with the aquaculture operations, we are now able to 
direct our resources to our other businesses. 

Now, I will provide a recap on some of our other business segments which we expect to benefit 
from positive trends in 2017. 

Capital Award 

Firstly, let me clarify a few points about Capital Award, the turnkey solutions provider for the 
new operators of Aquafarms 1-5. Capital Award remains a wholly owned subsidiary of SIAF, 
focused on consulting, engineering, and construction of A-Power Recirculating Aquaculture 
Systems (”APRAS”). Under the carve-out agreement, Capital Award will license its APRAS 



 

technology for ongoing and future development (currently $100,000 per A-Power Module 
(“APM”)). Therefore, post separation of assets, SIAF will record recurring income in three ways:  

1. The sale of seafood goods through Tri-Way, reported as Income from Associate derived 

from our 37% holding in Tri-Way 

2. Continuing project development 

3. Turnkey engineering and technology fees, coupled with licensing fees for the APRAS 

technology. (Whereas, to avoid misunderstanding CA likes to clarify the following in 

respect of Technology License fees to Tri-way’s operation: 

o All License fees (including the 144 APMs and 864 APMs of Aqua-Farm 4 and 5 

respectively) have been paid for that was calculated among the assets being 

acquired by Tri-way when the farms were being acquired.  

o CA will receive license fees from any future farms (i.e. Aqua-farm 6, 7 and so on) 

that Tri-way will develop in the future in China.    

These operations will provide ongoing cash flow to SIAF and support the stability of the 
business. 

 
SJAP Update 

Now, turning our attention to SJAP, I will discuss the cattle raising and cattle processing 
business. SJAP is the Company’s second target for carve-out and spinoff, with the ultimate goal 
of establishing a higher revaluation through an IPO at a value commensurate with peers.  

We made excellent progress securing new clients in the value added processing portion of the 
business, which grew an impressive 50% in 2016, offsetting some of the declines in live cattle 
sales. We expect value added processing to continue to grow its top and bottom lines in 2017, 
while the business also grows its other product lines, such as livestock feed and fertilizer sales, 
to meet growing demand. 

• SJAP Carve out progress  

These operational enhancements are designed to position us to carve out and subsequently spin 
off the cattle business in order to maximize its value, using the aquaculture COSO strategy as a 
blueprint. 

To this end, SJAP’s COSO strategy requires more work than the Aquaculture COSO plan for the 
following reasons: 

1.  SJAP is working in conjunction with the Chinese Government to promote certain 

economic and social responsibility objectives. 



 

a. Firstly, to promote economic development in the region, the Xining Government 

is regrouping Xining’s abattoir operations by cancelling various existing abattoir 

permits within close proximity to each other, with the aim of centralizing all 

slaughterhouse operations at SJAP’s abattoir facility and turning the Huangyuan 

district into Xining’s main cattle and meat trade center. This is expected to 

significantly benefit SJAP as it will provide it with extra land adjacent to its 

existing sites to accommodate and develop two abattoir operations. It will also 

provide additional land at another location for SJAP to move its existing 

operations to, including the cattle farm, the fertilizer factory and the 

concentrated feed manufacturing factory. To this end, SJAP has been closely 

coordinating with the Xining Government in recent months.  

b. Secondly, on the Social Responsibility front, the Government’s aim is for SJAP to 

lead and to group the regional growers and farmers into a united mass, with the 

aim of helping all regional poor farmers and growers out of poverty by the end of 

2018. This exercise mirrors the same Co-op System SJAP has been employing 

since its inception. 

2. The Government has agreed to support SJAP in an effort to procure listing on the main 

board in China, either in Shanghai or Shenzhen, subject to SJAP’s performance. This, as 

opposed to seeking listing on China’s 3rd Board, the NEEQ. If SJAP does list on the main 

board, it will have “domestically listed foreign investment shares” available to enable our 

foreign shareholders to trade their shares, globally.       

The Management of the Company are proud that the Government is recognizing SJAP for its 
efforts and counting it among an elite group of agricultural companies.  

 Now, before turning the call over to Dan, who will go through some of the other business 
segments and do a deep dive into the financials, I would like to say a few words about our 
objectives for 2017. 

2017 Objectives 

Our primary objective for 2017 is to see increasing returns from our aquaculture investment at 
both SIAF and Tri-way. (Exercise 1) 

Prior to the carve-out, Capital Award’s sales of goods were derived from a mark-up of 
aquafarms’ sales, which averaged around a 12.5 to 15% markup. Tri-way’s earnings prior to the 
carve-out were derived only from its 75% ownership in Aquafarm 1 via JFD, whereas Tri-way’s 
net income, post-carve-out, is estimated to average around 47% over the next three years, 
taking into account all farms’ collective profits. As stated before, the carve-out is expected to 



 

immediately become accretive to earnings in 2017 as a result of the new organizational 
structure and the increased productivity. 

 Likewise, we expect to start seeing continued growth at SJAP, our beef business, from past 
investments in our deboning and slaughterhouse facilities and from upgrading our cattle to 
premium breeds. We plan to position SJAP as one of the main abattoirs and trade centers in 
Qinghai Province, to prepare it for spin off so that it may achieve a higher valuation at IPO. 
(Exercise 2) 

The Company believes that once when any one the above referred exercises will have secure 
some of the PP Funds such that they will be financially independent thus the Company will be 
able to direct its resources to some of the areas that the Company wanting to do for quite 
sometimes (i.e. buy back of shares and consistent pay out of cash dividend for instance) 

• Conclusion 

We shall continue to evaluate and work diligently on other divisional businesses of the group by 
exploring opportunities to create more benefits for our shareholders. We believe that 
completing these carve-outs for eventual spinoff and subsequent listing will allow them to trade 
at market values commensurate with their peers. As mentioned, a key part of the carve out and 
IPO processes is to raise growth capital for the proposed carve-out candidates to accelerate their 
development, with Sino Agro Food expected to retain a significant stake in each of the 
companies after the spinoffs have occurred.  

To support these efforts, SIAF has rapidly grown its revenues from $22M in 2009 to $342.9M 
in 2016 by investing in production facilities and processes to maximize economies of scale, 
commencing production, and ramping production at our facilities. We have achieved a lot to 
date and, with stockholders’ equity of USD 604.8M, or USD 26.08 per share as of 12/31/2016, 
we believe the company is now in a strong position to achieve sustainable and rapid growth. 

We are excited to move forward with our plans toward redefining Sino Agro Food as a ‘solutions 
destination’ investment company in China, supporting a wide range of agriculture endeavors 
through the delivery of value-added technology. We are pleased with the progress made in 2016, 
which has positioned us to execute on the next milestones in our COSO strategies during 2017, 
while continuing to grow operations. 

Thank you for your time and your support.  

With that, I’ll turn the call over to Dan to discuss our financial results.  Dan 

	  



 

Prepared Remarks by Daniel Ritchey, CFO 

Thank you Solomon. 	  

I’ll recap the quarter’s financial results, highlight some points of interest, and then make a 
couple closing remarks.	  

Slide 6 please 

Fiscal Year 2016 revenue amounting to $342.9M essentially remained unchanged from 2015. 
While revenue was flat compared to 2015, gross profits declined slightly. Results reflect the 
carve-out of aquaculture operations, and fully diluted earnings per share at $5.00, a 39% 
increase compared to FY2015, the increase mainly due to the deemed gain on the value of assets 
retained by SIAF in Tri-way. 

Slide 7 please 

This slide breaks down revenue by business segment, with relevant supporting information 
following. Revenue from sales of goods grew by 7.7% to USD 270 million, mainly due a 
significant increase in sales volumes in the Seafood and Meat Trading segment. 

Of note, operations at several aquaculture farms were curtailed for renovations and expansion 
during the third and fourth quarters resulting in a temporary drop in revenue from project 
development. In essence, the capital expenditures for these renovations replaced Project 
Development revenue in the fourth quarter, which declined from USD 24.9M to USD 16.4M. 
Gains garnered from the beef and trading segments helped to offset the temporary decline in 
Project Development income during the latter part of 2016.  

Slide 8 please    

Beef Operations 

Revenue decreased 7% to USD 134.6M in 2016. 24.6M. The decrease was due to sales of live 
cattle at SJAP dropping from $64.9M in 2015 to $20.1M in 2016, but offset by increases in the 
sale of livestock feed and the sector’s deboning operations. The live cattle sale decrease was a 
function of a precipitous fall in market prices, which recovered in the latter part of 2016, and by 
the Company’s transitioning its herd to premium cattle, a multi-quarter process. 

Despite the revenue decrease, gross profit from the integrated cattle sector increased by USD 
0.4M to USD 33.7M for the year ended December 31, 2016. Gross profit from the deboning of 
imported beef increased 39% to USD 15.9M, from 11.4M. 

Also targeted for carve-out and spinoff, SJAP remains focused on increasing its valuation prior 
to an IPO, which, in turn, is expected to garner a value commensurate with its peers. 

 



 

(Slide 9 please) 

Import / Export and Trading 

Yearly revenue from this business segment increased by 91% in 2016 to USD $72.4M. The 
increase was primarily due to increasing sources of supplies from other countries; namely, 
Canada, USA and South America instead of solely from Madagascar, as in the past. In addition, 
revenue benefitted from an increase of higher-grade meats and more varieties sourced from 
Australia and other countries. Sales of imported beef increased year over year by 86% to USD 
43.6M (23.4M). 

Gross profit grew 84% to USD 8.7M (4.7M) for the year ended December 31, 2016, reflecting a 
blended gross profit margin of 12%. 

Business grew throughout the year, which is expected to continue throughout 2017. Revenue 
from the Import/Export business segment grew from $6.4M in the first quarter of 2016 to 
$23.1M in the fourth quarter. We expect the segment to benefit in 2017 from a full year of 
production approaching capacity. 

(Slide 9 please) 

Associate Investment — Tri-Way Industries, Ltd.   

In early March, the Company announced the successful carve-out of its interests in aquaculture 
assets. SIAF now holds an equity interest of 36.6%, or $124.7M fair-value as of December 31, 
2016, in Tri-way, a Hong Kong registered company.  

In future reporting, SIAF, as Investor in Associate, will delineate its portion of net income 
attributable to Tri-way, on its income statement.  Because not all aqua farms were previously 
consolidated, the carve out transaction results in reporting all gross profits on a pro-rata equity 
basis, further boosting projected bottom line income for SIAF in 2017 and beyond. 

Facilities at Aquaculture Farm 1 began extensive renovation upgrades during Q3, and fully 
curtailed production throughout the remainder of the year. Also, retrofitting and modifications 
were performed at AF2 and AF3 during the second half, explaining the drop in sales. However, 
sales at AF4 commenced in the fourth quarter and are expected to increase steadily throughout 
2017. Coupled with AF1 – 3 returning to capacity levels, aquaculture sale of goods in 2017 is 
projected to dramatically outperform 2016 levels, which amounted to approximately 12,000 
metric tons of seafood. 

The first two buildings housing 72 APM units are fully constructed and equipped at Aquaculture 
Farm 4, the first phase of the “MegaFarm.” Seventy-five percent of these units have been 
stocked with a variety of seafood. 



 

(Slide 11 please) 

Project Development 

Yearly revenue from this business segment increased by 22% in 2016 to USD $72.2M, 100% 
derived from services provided to the aquaculture division. Capital Award remains a wholly 
owned Sino Agro subsidiary focused on consulting, engineering, and construction of A-Power 
Recirculating Aquaculture Systems (“APRAS”). Capital Award is the turnkey solutions provider 
for the new operators of Aquafarms 1-5. Part of the carve-out agreement calls for CA to license 
its APRAS technology for ongoing and future development (currently $100,000 per A-Power 
Module (“APM”)). Thus, CA will obtain recurring income from continuing project development 
for Tri-way’s further development of AF4 and then AF5, the pace of which is expected to 
accelerate, dependent on the timing of investment capital. Capital Award will also earn income 
from turnkey engineering and technology fees, coupled with licensing fees for its APRAS 
technology, both for Tri-way and other aquaculture ventures inside and outside of China. 

Slide 12 please 

Looking at the Income Statement, I would like to highlight that revenue from aquaculture sales 
of goods is not consolidated on the top line.  However, income related to its sale of goods is 
reported as income from discontinued operations. In the future, SIAF will report recurring 
income from aquaculture sale of goods derived from its 36.6% interest in the carved-out 
company separately as, “income from associate.”  

Net income attributable to SIAF stockholders increased by 73% to USD 115.0M (66.4). The 
sharp increase was due to Net Income from Discontinued Operations (Aquaculture) of USD 
14.9M and from a net gain from the revaluation of SIAF’s interest in Tri-Way Industries 
amounting to USD 56.9M. Earnings per share increased 39% from $3.60 in 2015 to $5.00 in 
2016. 

Slide 13 please 

Looking at the balance sheet, as of December 31 2016, the Company had net working capital of 
USD 297.3M (321.8), reflecting the disposition of aquaculture assets. 

Stockholders’ equity increased by 25% year over year to USD 604.8M (482.7) or USD 26.08 per 
share, based on the weighted average number of fully diluted outstanding shares in the quarter. 
The increase of USD 2.56 per share during Q4, 2016 is largely due to the deemed gain on sale 
from the aquaculture carve-out. 

 

 



 

Slide 14 please 

Conclusion 

2017 is a pivotal and exciting year for SIAF. We are undertaking connected parallel efforts to 
unlock value already quite evident on our balance sheet for shareholders, while also 
repositioning SIAF as a more capital efficient parent company.  As Solomon alluded, in the past 
our aquaculture and beef businesses demanded considerable investment to take advantage of 
clearly present market opportunities within the protein food industries in China, and to build 
viably large enterprises to capitalize. 

Of course, optional imperatives to grow are still present; however, the COSO strategy is 
designed to not only unlock value by listing carved out businesses on markets measured against 
its peers, but also to create a simpler, more flexible structure for SIAF to increase profits and 
cash flow, and to further capitalize on each of its subsidiaries’ abilities to access markets that 
may have been out of reach, in the past. 

All our talks and efforts to date indicate our strategy will accomplish our aims; namely, 
recognize an appropriately appreciated value for our shareholders by raising debt capital to 
jumpstart accelerated construction; scaling operations; and injecting development with pre-IPO 
equity capital before listing the carved-out entities on an Asian exchange. All in effort to 
accelerate returns on each of these investments. 

The carve-out and spinoff efforts are arduous and time consuming. They don’t always adhere to 
prescribed steps. But progress to date leads to my confidence that next year’s annual report will 
show an advanced Sino Agro Food with a clearly focused set of achievements and metrics we 
believe will be better appreciated. We look forward to reporting progress along the way.   


