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Annual Shareholders’ Meeting - 2020 

There are statements in this Report that are ‘forward looking statements.’ As these forward-

looking statements are predictive in nature, they are subject to a number of risks and 

uncertainties relating to the Group, many of which are beyond our control.

In particular, ArborGen’s operations and results are significantly influenced by the general level 

of economic activity in the various sectors of the economies in which it competes, particularly in 

the United States, Brazil, New Zealand and Australia.

Fluctuations in industrial output and the impact that has on global demand for wood fibre and 

hence harvest and reforestation levels, government environmental and regional development 

policies, capital availability, relative exchange rates, interest rates, the profitability of our 

customers, can each have a substantial impact on our operations and financial condition.

ArborGen-specific risks and uncertainties include (in addition to those broad economic factors 

noted above) the global markets and geographies in which it operates, intellectual property 

protection, regulatory approvals, public and customer acceptance of genetically engineered 

products, the rate of customer adoption of advanced seedling products, the success of its 

research and development activities, weather conditions, cone and seed inventory, biological 

matters, and the fact that ArborGen’s annual crops and seed orchards are not the subject of 

insurance cover.

As a result of the foregoing; actual results, conditions and conclusions may differ materially 

from those expressed or implied by such statements.

All references to currencies in this document are in US dollars (US$) unless otherwise stated.
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CEO Review

Andrew Baum
CEO

+ Effectively dealing with the impact of Covid-19 across all 
business units:
– Implemented social distancing and other protocols to protect our 

people

– Furloughed high risk employees

– Quarantining employees exposed to the virus

+ Continuing usual production activities at all our facilities

Covid-19
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Andrew Baum
CEO

+ Last year was particularly challenging due to a combination of 
factors and events from prior periods

+ Despite these challenges the Group reported:

– A 16% increase in revenue to $56.9m, up from $49.1m in the prior 
period

– An IFRS net loss of $2.7m (inclusive of $3.9m of abnormal items)

– After adjusting for abnormal items, an IFRS net profit result of $1.2 
million, up from a loss of $0.6 million in the prior period

+ US-GAAP underlying earnings result up 52% y-o-y to $9.3m 
from $6.1m (after adjusting for abnormal items) 

March 2020 
YE Results

All figures in US$

Andrew Baum
CEO

+ Total abnormal items of $3.9m were mostly non-cash and related 
to prior year events

– Seed cost adjustment of $2.3m arose due to historical weather events 
materially reducing harvested seed yields, impacting:

– Cost of goods of seedlings sold during the period by $1.1m

– Closing seed inventory at year end by $1.2m

+ We also incurred ~ $1m in seedling credits to address seedling 
survival issues experienced by some customers on 2018-2019 crop

– While we do not believe that our seedlings were a contributing factor, 
we agreed in some limited instances to provide replacement seedlings 
in 2019-2020, consistent with our competitors actions 

– Sharing some of our customers’ pain will serve us in good stead going 
forward, and further strengthen our relationships with them

Abnormal 
Items

All figures in US$
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Andrew Baum
CEO

+ Additional abnormal items included  

+ $0.4m of yield losses relating to 2021 varietals 

+ $0.2m being the final ArborGen acquisition related costs

Abnormal 
Items 
… continued

All figures in US$

Andrew Baum
CEO

+ We reported a 16% y-o-y increase in revenues as we delivered 
a record level of seedlings during the year

+ Total seedling units sold during the period were 437 million 
seedlings including:

– 333 million seedlings in the US, of which 300m were loblolly pine 
(30% MCP & Varietal seedlings)

– 39 million seedlings in Australasia

– 65 million seedlings in Brazil

Global
Revenue
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Andrew Baum
CEO

+ US sales up 19% from the prior period driven by:

– Integration of the TexMark Timber Treasury (TTT) nursery in Texas

– Increased sales from the Taylor nursery in South Carolina, adding to our 
production capacity in 2018

– Continued progress in our sales and marketing efforts aimed at private 
landowners

+ MCP sales relatively flat due to seed constraints

+ Demand for MCP was strong with seedlings sold out early in the 
season

+ Increased MCP seed supply should see significant lift in seedling 
sales from 2022 onwards

United States 
of America

Andrew Baum
CEO

+ The NZ business had a very strong year

– Increased seedling unit sales by 80%

– Revenue growth of 51%

+ Key contributor to seedling sales growth

– NZ government’s one billion trees programme

– Demand driven by maturation of forest estates planted in the early 
1990s

+ Although the government programme is not expected to be a 
significant factor moving forward, we expect maturing of 
forest estates planted in the early 1990s and the increased 
importance of trees in carbon schemes will lead to continued 
strong markets over the next few years

New Zealand
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Andrew Baum
CEO

+ Sales increased 30% over the prior year 

– Brazilian reforestation rates increased; and 

– Value of our proprietary products become increasingly clear

+ Products licensed from Gerdau are showing exceptional 
promise 

+ Sales bolstered by integration of the Minas Gerais nursery 
leased last year

+ We leased an additional nursery in the state of Mato Grosso 
do Sul at the beginning of our current fiscal year

+ Internal production capacity is now over 25 million seedlings 
in the largest eucalyptus growing state and the most rapidly 
growing eucalyptus market in the country

Brazil

Andrew Baum
CEOGlobal

Revenue

These results, in the context 
of the challenging conditions 
in which we operated speaks 
to the strength of ArborGen, 
its superior product portfolio 
and the ArborGen team. 



ArborGen Holdings Limited | ASM Presentation 2020

26 August 2020 Page 9

Andrew Baum
CEO

+ MCP seed production to grow exponentially as our younger 
and more advanced seed orchards approach optimum yield 
years 

– A direct result of investments made 5-10 years ago to expand 
seed orchards with the best genetics

Advanced 
Genetics 
Pipeline

Andrew Baum
CEOAdvanced 

Genetics 
Pipeline … continued

MCP 
bagging

Cone 
Harvesting

Seed 
sowing

Seedling 
sales

Year 0 Year 1 Year 2

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Year 3

Production Timeline
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Andrew Baum
CEO

+ Expecting a step change increase in MCP seed harvest 
levels next month which will be available for seedling 
production in the 2021-2022 season

+ In March we set a record for MCP pollination activity 
supporting another strong seed harvest next year

+ Beyond the next 1-2 years MCP seed production is 
projected to continue to grow significantly, approaching 
300 million seedling equivalents by 2025

Advanced 
Genetics 
Pipeline … continued

Andrew Baum
CEO

+ The growth in MCP seed supply is critical to increasing sales 
of MCP seedlings and building much needed buffer inventory 

+ Ongoing investment in product development is allowing us to 
offer even more advanced products to our customers as we 
move them up the MCP value chain 

– Until recently, we had three broad performance categories of MCP 
products – MCP advanced, MCP select and MCP-elite (elite is the best 
in class)

– A fourth category is MCP 2.0, recently introduced to the market

– Performance outcomes are a step improvement over MCP-elite

– We have already pre-sold our entire production of over 2m 
seedlings of MCP 2.0 for the 2020-2021 season

Advanced 
Genetics 
Pipeline … continued
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Andrew Baum
CEO

+ We continue to see validation from field performance data 
of our top MCP and Varietal products pushing the 
boundaries in loblolly improvement

+ ArborGen is the only global developer and supplier of 
loblolly Varietal products

+ Varietals represent the pinnacle of genetics value and are 
used as parents to produce our best in class, proprietary OP 
and MCP products – which no competitor can match

Advanced 
Genetics 
Pipeline … continued

Andrew Baum
CEOValue Creation

Substantial value created by our top MCP and Varietals

500 700 900 1,100 1,300 1,500

OP

MCP - Advanced

MCP - Select

MCP - Elite

Varietal

Bare Land Value (BLV) $ per acre

74% value 
accretion
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+ Our primary focus is improving cash generation, especially 
important with Covid-19

+ The most critical driver of earnings and cash flow growth is 
growth in MCP sales

+ We have invested in developing best-in-class proprietary 
genetics and deploying those genetics in our seed orchards

+ We are increasing our MCP bagging and pollination activity to 
increase future seed supply

Key Objectives
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Dave Knott
ChairmanSeed Harvest 

Life Cycle

MCP 
bagging

Cone 
Harvesting

Seed 
sowing

Seedling sales

Year 0 Year 1 Year 2

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Year 3

+ Last year’s MCP seed supply from our orchards was adversely 
affected by abnormal weather events and unusual biological 
factors that occurred in calendar years 2017 and 2018

+ The life cycle: 

– Pollination begins in early spring of the first year

– Cones or seed are harvested in the fall of the following year (about 
eighteen months later)

– Seed is then used or sown in our nurseries in the spring of the third year 
to produce seedlings

Dave Knott
Chairman

+ Based on latest inventory counts in ArborGen’s orchards, we 
are projecting a significant increase in MCP seed to be 
harvested next month

+ In the high demand Coastal region, MCP seed harvest is 
expected to be nearly triple last year’s harvest

+ This allows us to materially increase MCP sales next year and 
build critical buffer seed inventory

+ The expected increase in MCP seed supports a significant 
improvement in gross margins, earnings and cash flow

+ Our key priority is getting through the harvest season, 
achieving the yields and continuing to build on the demand-
side momentum for advanced genetics

Looking Ahead
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Dave Knott
Chairman

+ We continue to focus on:

– Reducing discretionary costs and capital expenditure

– Leveraging available Covid-19 government funding programmes

– Streamlining R&D spend

– Optimising our assets to improve cash flows

Immediate 
Cash Flow 
Initiatives

Dave Knott
Chairman

+ We expect US-GAAP underlying earnings for year ending March 2021 to be 
higher than the $9.3 million reported for the March 2020 fiscal year, subject 
to any uncontrollable factors

+ In New Zealand and Australia, sales expected to come in close to plan

+ In our single largest market, the United States, where lifting commences in 
December, we have confirmed sales orders for over 90% of our seedlings 

– Advanced genetics sales expected to be flat on the prior year

– H-2B visa applicants working in forestry have recently been given an exemption 
from the ban on additional visas to H-2B workers

+ In Brazil, while pine sales have been solid, eucalyptus sales to date have 
been affected by the impact of Covid-19 in the region

– We continue to grow our customer base by leveraging the expanded advanced 
genetics portfolio, and reduce expenditure

Earnings
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Dave Knott
ChairmanConclusion

+ We continue to believe the foundation is firmly in place to offer 
significant value to shareholders 

+ The best way to achieve this is via share price performance 
driven by earnings and cash generation

+ Our share price performance is disappointing, however we are 
confident as we continue to demonstrate improved earnings and 
cash flow this year and next year, the gap between underlying 
value and the share price will close

Dave Knott
Chairman

Questions
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Dave Knott
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Resolution 1

To re-elect  Ranjan Tandon as a Director

Resolution 2

To re-elect  Paul Smart as a Director

Resolution 3
To authorise the Directors to fix 
Deloitte’s fees and expenses as the 
Company’s Auditor for the year ended 
31 March 2021

Resolutions
Voting icon


