
 

* $40.8M = restructuring ($6.2), QZH’s provisional bad debts ($14.4), impairment (.1), non-
operating expense ($10.7), disposal of QZH ($9.4) 

 

Sino Agro Food, Inc. Reports Audited FY 2017 Results 

Revenue of USD 198.2M 

GAAP EPS of USD (.53) Including One Time Charges Totaling USD 40.8M* 

Company Refocuses Businesses to Support Carve-out Spinoff Strategy 

 

April 17, 2018 

GUANGZHOU, China-- Sino Agro Food, Inc. (OTCQX: SIAF | OSE: SIAF-ME), a 

specialized investment company focused on protein food including seafood and cattle 

announces results for the year ending December 31, 2017. 

 

Revenue 

Results reflect the carve-out of aquaculture operations announced March 2, 2017. Income 

from Sino Agro’s interest in the carved-out company, Tri-Way Industries Ltd. is reported 

as “Income from unconsolidated equity investee.”  Revenue from the sale of goods from the 

former aquaculture business segment is no longer reported. 

Revenue from the sale of goods decreased year over year (“YoY”) by USD 89.6M, or 33%, to 

USD 181.2M for the year ended December 31, 2017 year over year (“YoY”).   

Revenue from consulting and project development decreased by USD 55.2M, or 76%, to 

USD 17.0M YoY. Prior to the acquisition of aquaculture farms by JFD/Tri-Way, 

construction and development costs were financed mainly by their respective owners and 

investors, and partially through the deferred accounts payable to Sino Agro’s wholly owned 

subsidiary, Capital Award.  

Beginning with the transfer of assets to JFD/Tri-Way, further infrastructure expansion and 

development became the sole responsibility of JFD/Tri-Way, and has been limited to 

available cash flow generated by internal operations. This accounts for the decrease in 

revenues from the aquaculture operations and Capital Award. Capital Award is the turnkey 

provider of consulting and project development services for JFD/Tri-Way, who is pursuing 

several avenues to fund development, including conventional financing of approximately 

USD 100M.  

 

 Overview  

Adverse conditions impacting performance in the second quarter and third quarters 

continued in fourth quarter, resulting in a decline in gross profits on a YoY basis for FY 

2017 from USD 83.9M to USD 19.6M.  

Chief among these factors were continued pricing pressure in the beef and cattle 

businesses, and delays in the expected time to procure financing which could, among other 

things, rejuvenate business at Capital Award. It should be noted that based on recent 
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discussions with lenders, Tri-Way remains confident in the approval of its applications for 

financing, but cannot pinpoint an exact time. 

During the fourth quarter the Company took several actions to reprioritize its various 

business operations, focusing on its most prospective areas, while also addressing balance 

sheet items to support its carve-out and spinoff strategy: 

 While Tri-Way pursues debt financing and to a lesser extent, SIAF also at the 

subsidiary level, at the corporate level, SIAF has taken steps to reduce obligations. 

Certain obligations provide security in the form of share equity which is to be 

returned to SIAF upon repayment, or are in the form of convertible notes. 

 Trade facilities that provide working capital for the distribution business have been 

reduced from a total of USD 20M to USD 15M. 

 Two additional loans have been paid down by USD 5.7M from USD 10.4M to 4.7M. 

 A promissory note to Euro Capital China AB has been renegotiated. 

 SJAP disposed of its QZH slaughtering and deboning operation, retaining a right, 

with certain provisions, to reinstate it, if favourable market and regulatory 

conditions return. 

 SJAP also renegotiated agreements with cooperative farmers to eliminate further 

losses until market conditions improve and the cattle fattening operation returns 

to profitability. 

All of these bullet points are explained in detail in the Company’s recent 10-K filing under 

the heading of “Subsequent Events.”  

The Company has adapted to these segment specific conditions by restricting its capital 

expenditures, reducing general and administrative expenses, and tailoring product mix to 

products with reasonable, albeit lowered, gross margins.  

 

Other Key Points  

 

    As of December 31 2017, the Company had net working capital of USD 168.3M, 

with a quick ratio of 3.8 – 1, current assets to current liabilities. This comes after 

reductions in inventories and receivables resulting from operational 

consolidations, and from reclassifying certain liabilities from long-term to 

current.   

    As of December 31 2017, the Company’s stockholders’ equity stood at USD 

612.4M. 

    FY 2017 income from SIAF’s investment in Tri-Way was USD 12.0M, based on 

the full year ownership interest of 36.6% applied to Tri-Way’s total 2017 net 

income of USD 32.8M. The 36.6% figure became effective October 5, 2017 after 

the one-year anniversary date of Tri-Way’s consolidation, and SIAF’s exercise of 

its option to convert Tri-Way's $41m in outstanding debt into an additional 

equity interest of 12.71%; equivalent to 12.71m common shares of Tri-Way, 

bringing SIAF’s interest to 36.6% and 36.6m common shares. 
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    While pleased with the relative performance of Tri-Way, three growth avenues 

beyond those provided from reinvestment of available cash flow have been 

identified, if and when additional capital becomes available: 

o Building out its farm facilities primarily at Aquafarms 4 and 5, which is 

mainly dependent on long-term financing. SIAF will continue to monitor 

the progress being made on Tri-Way’s funding efforts and will report any 

progress to its shareholders as it materializes.  

o SIAF’s R & D branch has determined an economical way to raise salt 

water Mexican White Prawns. Tri-Way is proceeding with an 

experimental farm at Enping’s Aquafarm1, with the intent of proving 

efficiently scalable production to be built and deployed if and when build 

out funds become available.  

o Tri-Way is organizing a Trading Division based in Hong Kong (“HK”) to 

import frozen seafood and other frozen food products to be sold in China 

by JFD’s commercial arms (which are special vehicles, or companies 

being established since mid-2017). Each hold respective specific 

import/export permits and licenses. Tri-Way’s imports will differentiate 

from SIAF’s imports, which mainly consist of live seafood and 

slaughtered/dressed beef. Having the Trading Division established in HK 

would carry advantages, in addition to providing an anticipated quicker 

revenue stream. Estimates of performance from this division show 

considerable leveraged trade sales at a healthy profit margin. 

 As a private company, Tri-Way has applied for a series of short-term conventional 

bank loans to provide the necessary seed-capital to assist the Trade Division 

business get underway.  

 The Company believes that coupling trade sales with existing and growing 

wholesale fish sales will demonstrate sufficiently sizeable and growing 

performance history to create a healthy balance of economic fundamentals in the 

future.  

    The Company’s intention to distribute 18.3% ownership of Tri-Way Industries 

Ltd. to SIAF shareholders remains in effect and will be executed based on the 

considerations and optimal outcome of tax and regulatory issues. In addition, 

Tri-Way’s advisors have requested that the change in ownership occur at a later 

date in consideration of qualifiers associated with the conventional lending 

process and until pre-IPO process.  

    The Company is moving toward carving out its subsidiaries, with Tri-Way as a 

model. Depending on performance, these companies intend to pay a dividend to 

their shareholders, including those receiving shares distributed by SIAF to SIAF 

shareholders. Of course, as a direct shareholder, SIAF anticipates receiving 

dividends from these independent companies, as well. 

 Using funds from investees, SIAF anticipates being able to pay an additional cash 

dividend at the SIAF corporation level to its shareholders sometime in 2018, with 

the intent of increasing its dividend payment as the investees develop and 

provide stronger dividends to the Company. 
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   More details regarding distribution of a possible cash dividend in 2018 will be 

made available in the Company’s Q1 2018 report due in May, allowing the Board 

additional time to assess both the amount and timing of the dividend based on 

current activity, still underway. 

Again, all of these bullet points are explained in detail in the Company’s recent 10-K filing. 

 

Financial Comparisons   

The Company achieved the following results, comparing FY 2017 to FY 2016: 

 

(USD M, except per share and margin data) FY ‘17 FY ‘16 % 

Revenue 198.2 342.9 (42)% 

Gross Profit 19.6 83.9 (77)% 

Gross Profit Margin 9.9% 24.5% (56)% 

Earnings Per Diluted Share (FD) (USD) – from continuing and 

discontinued operations 
(.53) 1.93  

 

The following table breaks out revenue by business segment, comparing FY 2017 to FY 
2016: 

 

Integrated Cattle (SJAP) 

Gross profit for the Integrated Cattle segment in FY 2017 declined to USD .9Min FY 2016. 

Fertilizer, and bulk and concentrated livestock feed showed gross profits of USD .5M, USD 

2.4M USD, and 5.3M respectively, and live cattle sales added USD .7M. However, the total 

SJAP gross profit of USD 8.95M was offset by a loss of USD 8.0 in the value added 

processing, QZH’s slaughter and deboning operations. 

The cattle market has endured depressed pricing for well over 12 months. The Company 

had already dramatically reduced the sale of live domestic cattle due to unprofitable 

conditions. Continuing increased competition in the fourth quarter had a materially 

negative impact on gross margins, filtering through to deboning and packaging, as 

competitive pricing for final product became increasingly challenged. As reported in 

November 2017, during the third quarter, gross margin for the deboning of imported beef 

deteriorated to the unsustainable level of 2.8%, which endured further deterioration to 

Revenue (USD M) FY '17 FY '16 % 

Integrated Cattle Farm (SJAP) 77.2 134.6 (43)% 

Organic Fertilizer (HSA) 7.2 20.6 (66)% 

Cattle Farms (MEIJI) 20.4 29.8 (31)% 

Plantation (JHST) 4.6 13.3 (65)% 

Seafood & Meat Trading 71.8 72.4 (1)% 

Sale of Goods Total 181.2 270.8 (33%) 

    

Project Development Total 17.0 72.2 (76)% 

Group total 198.2 342.9 1.5% 
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negative margin in the fourth quarter. In addition, the Central Government has instituted 

new environmental regulations that would require significant additional capital 

expenditure at SJAP.  

For these reasons, SJAP management took two major actions. 

 

    To eliminate any additional losses being incurred through QZH, SJAP decided to 

discontinue and dispose of QZH operations. If favourable market conditions 

were to reoccur, the Abattoir license were reinstituted, and Governmental 

assistance existed in developing a long-range plan, the option remains to 

consider resuming QZH operations in the future. Thus, as of December 30, 2017 

(the “deemed date of disposal”), QZH’s operations were discontinued and SIAF, 

based on its proportional ownership of QZH through its variable interest entity 

SJAP, had incurred a net loss on disposal totalling USD 9,365,543.  

    SJAP’s agreements with cooperative farmers had locked in pricing and credit 

terms. While the agreements worked very well for both parties through 2015 and 

manageably in 2016, the continued deterioration of wholesale beef prices has 

made SJAP’s existing commitments to cooperative farmers untenable. With the 

local government, SJAP settled a release from its arrangements whereby: 

o The cooperatives accepted a portion of the loss they had incurred in 2017 
and the losses they have already incurred preparing for 2018, resulting 
from SJAP no longer being capable of making do on its commitment to 
purchase. 

o SJAP agreed to pay the cooperatives a deeply discounted portion of its 

commitment/obligation to them at an average price of USD 800/head, 

about one-third of the out of pocket cost typically paid cooperatives in 

exchange for release from commitments to purchase. This creates a one-

time cost of USD 17.75 million, as compared to the estimated cumulative 

total loss of USD 46.75 million in 2017/2018 based on SJAP’s lock-in 

commitment price to buy. Therefore, the estimated amount of out of 

pocket loss to SJAP is reduced by about USD 30 million. 

   In 2018, SJAP will continue operations for in house cattle rearing and fattening 

on a smaller scale, also reducing the scale and production of bulk livestock feed, 

concentrated livestock feed, and fertilizer. These segments should begin a natural 

growth rate of 5 - 10% while other related activities continue. Processing for 

value added activities at QZH have been discontinued. 

Under this arrangement ongoing activities are expected to retain profitability 

albeit at lower levels than before the pricing pressures occurred, providing a 

stable business until market conditions return favorably and the local 

government’s plan to develop Huangyuan District into a prominent cattle and 

beef trading center can materialize. 

 

The rationale, terms, and impact of both actions are explained in great detail in the 
Company’s 10-K filing, available here: http://sinoagrofood.investorroom.com/sec-filings 

 

http://sinoagrofood.investorroom.com/sec-filings
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Organic Fertilizer (HSA) 

Overall gross profit for HSA decreased by 73% to USD 2.2M. The overall decrease was 

mainly due to the YoY drop of 31,356 metric tons (“MT “), or 77%, in volume of mixed 

organic fertilizer sold to 9,042 metric tons (“MT”), as well as the a price decline of USD 

7/MT. 

The significant drop in sales volume was primarily due to a shutdown in production 

allowing construction work to be completed at the cattle workstation throughout the 

second half of 2018, and other reasons detailed in the 10-K. 

It is now anticipated that HSA’s annual target of 40,000 MT for organic mixed fertilizer 

will be reached somewhere in mid 2019. 

 

Cattle Farms (MEIJI) 

Improved cost efficiency led to a 145% increase in YoY gross profit to nearly USD 3.8M. 

Even though the number of head sold dropped by 39%, due an 11% increase in price per 

head, revenue declined significantly less, With a drop in unit costs, gross profits margins 

improved from 5% in FY 2016 to 18% n FY 2017. 

 

Plantation (JHST) 

As reported in previous quarters business at the HU plantation suffered from a poor 

quality of flowers due to root diseases caused by years of excessive rain. Nonetheless, the 

business managed a gross profit of USD 1.3M on sales of USD 4.6M, down from USD 

13.3M in 2016. 

The Company has experimented with a variety of hearty alternative cash crops and 

distribution avenues.  One is processing Immortal Vegetable plants into dried tea to be 

repackaged and sold through one of China’s best herbal health brand.  

In March 2018, JHST signed two growing contracts, one a contract for a fruit for 

processing into a natural aromatic, and the second for 200 acres to produce Passion Fruit 

for a Juice manufacturer. 

The Company anticipates that these changes will accelerate the sales results toward 2016               

results, with less dependence on fair weather.  

Seafood and Meat Trading  (Corporate) 

Gross profit declined 9% YoY to USD 8.0M, on a 1% decrease in revenue, stemming largely 

from the Company’s decision to trade selective products with reliable profit margins. 

The Company believes that this business segment has excellent growth potential. 

Historically, it has generated consistent profit margins, averaging 10.5% on a 12.5% 

product mark-up. 

 

CEO Commentary 
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Mr. Solomon Lee, CEO of Sino Agro Food, commented, “The 2017 results were impacted 

by several continuing challenges, some minor and some major: 

 Increased competition from low priced exporters in the integrated cattle business 

segment (SJAP): 

 Unrelenting unfavorable weather at the HU plantation (HU); 

 Building a cattle farm and transitioning the mixed fertilizer plant to cattle based 

waste at the Organic fertilizer business segment (HSA); 

 After the aquaculture business was carved-out into Tri-Way, allocated capital/ 

funding for consulting and construction services for product development was 

limited to a percentage of generated free cash flow.  SIAF’s wholly owned subsidiary, 

Capital Award  (”CA”) is the turnkey provider of such services to Tri-Way. 

While these headwinds led to lower revenues in 2017, we made significant progress 

adapting operations and corporate policies to advance our strategy to transition SIAF into 

a differentiated, solutions-destination investment vehicle. We have identified which 

businesses are well positioned to improve significantly on 2017 results and which are 

unlikely to recover, at least in the near or perhaps intermediate term. To improve financial 

stability, we began a process of reducing and restructuring debt at the SIAF level to lower 

both dollar amount and security needed, while applying for development capital at the 

focused, private company investee level. 

The first carved-out investee, Tri-Way, was a bright spot in several ways.  

 It provides the legal and general business model for other subsidiaries; 

  Its sale of goods contributed USD 12.0M to SIAF’s bottom line in its first year; 

 Opportunities and relationships necessary for significant growth in a new trading 

business were formulated; ones that could be jump started by short-term 

conventional loans currently being applied for;  

 New and efficient facilities at Aquafarm 1 and expansion of Aquafarms 4 and 5, all 

dependent on long-term conventional financing. 

“Tri-Way continues to work closely with several banks to secure development financing. 

Negotiations with banks are in advanced stages. While this is taking longer than expected 

to materialize, we remain confident that, once secured, this will serve not only to boost sale 

of goods at Tri-Way, but also and most notably, enable SIAF to generate revenue from its 

Capital Award subsidiary toward or past 2016 levels over time. In the meantime, Tri-Way 

is exploring lower cost and more rapidly achievable methods of growing complementary, 

incremental revenues, such as importing frozen seafood to supply to the China market. 

“Beyond implementing our carve-out-spin-off (‘COSO’) plans, our strategy to refocus the 

business also calls for thorough and prudent efforts to strengthen our balance sheet and 

improve financial discipline. This included paying down certain loans from USD 10.4M to 

USD 4.7M and undertaking a series of cost reduction initiatives to better align the 

Company’s cost structure while rationalizing businesses to ongoing market, environmental, 

and transitional conditions. A principal measure to improve short-term cash flow was to 

close and dispose of SJAP’s QZH slaughtering and deboning operations. These efforts are 

aimed at stabilizing the Company financially and allow it to focus on the areas with the 

most growth potential. Some plans for each business segment are itemized in this release, 

with considerably more detail provided in the 10-K filing. 



Sino Agro Food, Inc. FY 2017 Results Press Release  Page 8 
 

“We are committed to improving the Company’s performance by achieving a successful 

balance between having addressed near-term challenges and positioning the Company to 

return to growth. Achieved and supplemental plans to streamline efficiencies are expected 

to improve operational performance in 2018 and beyond, and also better position the 

Company and its investees to secure external financing. We remain confident of the 

opportunity to achieve scale by supplying beef and seafood to the sizable Chinese 

population.” 

 

 

FY 2017 Interim Report 

For detailed segment operational performance and developments, please take the time to 

read our latest 10-K filing, or refer to the FY 2017 Interim Report posted to the Company 

website at http://sinoagrofood.investorroom.com/download/Sino-Agro-Food_FY-2017-

Interim-Report.pdf. 

 

Earnings Call Information 

The Company will announce the date and time of it earnings conference call in the near 

future, closer to the anticipated date in the first part of May. 

Please submit questions by email to info@sinoagrofood.com. These will be organized and 

answered on the call. 

 

About Sino Agro Food, Inc. 

SIAF is a specialized investment company focused on protein food. The Company produces, 

distributes, markets, and sells sustainable seafood and beef to the rapidly growing middle 

class in China. Activities also include production of organic fertilizer and produce. SIAF is a 

global leader in developing land based recirculating aquaculture systems (“RAS”), and with 

its partners is the world's largest producer of sustainable RAS prawns.  

Founded in 2006 and headquartered in Guangzhou, the Company had over 550 employees 

and revenue of USD 343 million in 2016. Operations are located in Guangdong, Qinghai, 

and Hunan provinces, and in Shanghai.  Sino Agro Food is a public company listed on 

OTCQX U.S. Premier in the United States and on the Oslo Børs’ Merkur Market in Norway.  

News and updates about Sino Agro Food, Inc., including key information, are published on 

the Company’s website (http://www.sinoagrofood.com), the Company’s Facebook page 

(https://www.facebook.com/SinoAgroFoodInc), and on twitter @SinoAgroFood.  

 

Forward Looking Statements 

This release may contain forward-looking statements relating to the business of SIAF and 

its subsidiary companies. All statements other than historical facts are forward-looking 

statements, which can be identified by the use of forward-looking terminology such as 

“believes,” “expects” or similar expressions. These statements involve risks and 

uncertainties that may cause actual results to differ materially from those anticipated, 

http://sinoagrofood.investorroom.com/download/Sino-Agro-Food_Q2-2016-Interim-Report.pdf
http://sinoagrofood.investorroom.com/download/Sino-Agro-Food_Q3-2017-Interim-Report.pdf
http://sinoagrofood.investorroom.com/download/Sino-Agro-Food_Q3-2017-Interim-Report.pdf
mailto:info@sinoagrofood.com
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believed, estimated or expected. These risks and uncertainties are described in detail in our 

filings with the Securities and Exchange Commission. Forward-looking statements are 

based on SIAF’s current expectations and beliefs concerning future developments and their 

potential effects on SIAF. There is no assurance that future developments affecting SIAF 

will be those anticipated by SIAF. SIAF undertakes no obligation to publicly update or 

revise any forward-looking statements, whether as a result of new information, future 

events or otherwise, except as required under applicable securities laws. 

 

Investor Relations  

Peter Grossman 

+1 (775) 901-0344 

info@sinoagrofood.com 

 

Todd Fromer / Elizabeth Barker 

+1 (212) 896-1215 / +1 (212) 896-1203 

SIAF@kcsa.com 

 

Nordic Countries 

+46 (0) 760 495 885 

mailto:info@sinoagrofood.com
mailto:SIAF@kcsa.com

