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Important Notice and Disclaimer 

This presentation has been prepared by TFS Corporation Ltd (TFS). 

  

This presentation is not a product disclosure statement or prospectus for the purposes of the Australian Corporations Act 2001 (Cth), nor does it 

constitute financial product or investment advice or a recommendation, offer or invitation by any person or to any person to sell, purchase or 

otherwise invest in securities in TFS in any jurisdiction. Neither this presentation nor anything in it shall form the basis of any contract or commitment.  

  

This presentation contains general information only and does not take into account the investment objectives, financial situation and particular needs 

of individual investors. Investors should make their own independent assessment of the information in this presentation and obtain their own 

independent advice from a qualified financial adviser, lawyer, accountant, tax or such other adviser as considered appropriate having regard to their 

objectives, financial situation and needs before taking any action. 

  

The information in this presentation contains historic information about the performance of TFS and securities in TFS (or any other financial product). 

That information is historic only, and is not an indication or representation about the future performance of TFS or securities in TFS (or any other 

financial product). You should not place undue reliance on any such information. 

  

No representation or warranty, express or implied, is given as to the accuracy, completeness, reliability or adequacy of any statements, estimates, 

opinions or other information, or the reasonableness of any assumption or other statement, contained in this presentation. Nor is any representation 

or warranty, express or implied, given as to the accuracy, completeness, likelihood of achievement or reasonableness of any forecasts, prospective 

statements or potential returns contained in this presentation. Such forecasts, prospective statements or potential returns only reflect subjective views 

held by TFS, and are based on certain assumptions made by TFS, as at the date specified in the relevant information and are by their nature subject 

to significant uncertainties and contingencies, many of which are outside the control of TFS. Actual events and results may vary from the events or 

results expressed or implied in such statements.  Given these uncertainties, you should not place undue reliance on any such statements. 

  

To the maximum extent permitted by law, TFS and its related bodies corporate, directors, officers, employees, advisers and agents disclaim all 

liability and responsibility (including without limitation any liability arising in negligence, statute or otherwise) for any direct or indirect loss or damage 

which may arise or be suffered by any person through use or reliance on anything contained in, or omitted from, this presentation. 

  

An investment in TFS securities is subject to investment and other known and unknown risks, some of which are beyond the control of TFS. TFS 

does not guarantee any particular rate of return or the performance of TFS securities. 

  

The distribution of this presentation including in jurisdictions outside Australia, may be restricted by law. Any person who receives this presentation 

must seek advice on and observe any such restrictions. 



Section 1: 

OVERVIEW 
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Financial Results 

NPAT 

$55.0m 
1

  

+174% 

TFS owned 

plantations 2 

3,179 

+36% 

NTA 

$391.8m 

+74% 

Cash EBITDA 

$6.7m 

YOY Change: 

+ 17x 

 

Note 1: Includes unrealised foreign currency gain of $33.2m (before tax), being the net impact of changes on the biological 

assets and senior secured notes 

Note 2: TFS owned = direct ownership plus effective indirect ownership 
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Strong Start to FY15 

Record NPAT of $55m 

Strong cash EBITDA of $7m, up 174% year on year 

Good progress on institutional and retail plantation sales, both well ahead of prior year 

Galderma’s Benzac® acne products launched across the US in December 2014 with oil 

orders running ahead of expectation 

Cash balance of $30m after investment of over $40m on land, plantations and capital items 

Appointment of four new experienced independent Non-Executive Directors 

NPAT guidance for FY15 increased to at least $90 million and guidance for cash EBITDA 

reaffirmed of approximately $56m (up 10% on prior year) 



Section 2: 

FINANCIAL RESULTS 
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Financial Results 

+ 17x 
on H1 FY14 

+ 174% 
on H1 FY14 

+ 74% 
on H1 FY14 

+ 192% 
on H1 FY14 

-11.1

-9.0

6.7

2013 H1

2014 H1

2015 H1

Cash EBITDA ($m)

45.4 

55.0 

160.4 

2013 H1

2014 H1

2015 H1

Total Revenue ($m)

4.8

3.2

55.0

2013 H1

2014 H1

2015 H1

NPAT ($m)

174.1

225.4

391.8

2013 H1

2014 H1

2015 H1

NTA ($m)
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Plantation Assets 

Kingston Rest 

Area:   1,900 ha 

Tree Age:  3 - 5 year old 

Ownership: Institutional / TFS 

Kununurra 

Area:   3,800 ha 

Tree Age:  1 - 15 year old 

Ownership: MIS / TFS 

Douglas Daly 

Area:   700 ha 

Tree Age:  1 - 3 year old 

Ownership: Institutional / MIS 

  / TFS 

Katherine 

Area:   1,800 ha 

Tree Age:  1 - 3 year old 

Ownership: Institutional / TFS 

Burdekin 

Area:   900 ha 

Tree Age:  1 - 3 year old 

Ownership: Institutional /  

  MIS / TFS 

Owner (ha) 
FY15 

(H1) 

FY14 

 (H1) 

FY13 

(H1) 

Institutional 3,175 2,714 2,550 

MIS + High Net Worth 3,585 3,147 3,317 

TFS (direct ownership only) 2,318 1,714 641 

Total 9,078 7,575 6,508 
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Biological Asset Valuation 

• Value of biological assets increased to $444m, up 28% on June 2014 due to stronger 

USD, higher oil price and increased tree maturity 

• Oil price (per kg) increased from US$2,500 to US$2,800, remaining conservative but 

beginning to reflect the appreciating value of sandalwood oil, as evidenced by actual sales 

achieved by TFS and price indications from Public Ledger  

• Valuation assumptions and methodology reviewed by new auditors, EY 

Key Assumptions  
Assumption 

at 31 December 2014 
Comments 

Number of TFS-owned trees 1,001,611 Annual inventory count completed in Q4 FY14  

Expected heartwood at 

harvest 
TFS projections Based on extensive TFS and industry research  

Oil content 3.7% Based on research and actual results 

Oil price per kg US$2,800 – up from US$2,500 
Based on latest public ledger – not inflated 

Majority of actual oil sales at US$4,500 per kg 

FX US$0.82c : AU$1.00 Actual at 31 December 2014 

Costs to complete 
Maintenance, harvest and 

processing costs 
Expected costs inflated at 3.0% pa 

Discount rate 12-14% Rate applied is dependent on tree age 
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Significant Increase in Revenue 

• Total revenue up 192% due to significant gain on the revaluation of biological assets and 

increased plantation sales (399ha sold compared to nil in H1 FY14) 

• Efforts to bring forward institutional sales rewarded by exercise of option over 399ha by 

respected US institutional investor, which will be planted in Q4 FY15 

• In February, Church Commissioners for England exercised an option over 119ha, with the 
sale subject to due diligence and to be recognised in H2 FY15 

+ 192% 
on H1 FY14 

+ 90% 
on H1 FY14 

18.4 

27.2 

51.7 

2013 H1

2014 H1

2015 H1

Total Cash Revenue ($m)

45.4 

55.0 

160.4 

2013 H1

2014 H1

2015 H1

Total Revenue ($m)
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Positive Impact from Stronger USD 

AUD to USD from 1 July 2014 to 31 December 2014 

• A stronger USD is expected to provide a net 

positive cash impact in FY15 - USD 

denominated oil sales in FY15 are set to 

exceed USD interest costs (US$16.5m)  

• In the medium term, TFS is expected to  

significantly benefit from a stronger USD as 

oil sales are expected to build exponentially 

from FY15 

• A stronger USD provides a net positive 

impact on the balance sheet – the gain on 

the biological assets far exceeds the loss on 

the revaluation of the senior secured notes 
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Cash EBITDA up by 174% 
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Net Profit After Tax up by over 17x 
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Cash-Flow - Investment in Trees, Land and PPE of over $40m 

• Strong cash inflows expected in H2, with inflows from both plantation sales and sandalwood 

products weighted to the second half of the fiscal year (as in prior years) 

• In January 2015, $24m was received from an institutional investor 
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Section 3: 

BUSINESS UPDATE 
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Launch of Benzac® Acne Solutions 

• Galderma, wholly owned by Nestle, 

launched Benzac® in December 2014, 

containing TFS’s pharmaceutical Indian 

sandalwood oil 

• Galderma describes Indian sandalwood as 

the “key ingredient” and a “breakthrough 

natural ingredient” 

Source: Galderma Press Release, 5 January 2015 

• Orders from Galderma now 

total more than one tonne  

of oil, with orders running 

ahead of expectations 

Skin Balancing 

Foaming Cleanser 

Blemish Clearing 

Hydrator 

Intensive Spot 

Treatment 

Complete Acne 

Regimen 
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Full Marketing Launch Imminent 

• Galderma has secured wide 

distribution to major pharmacy 

chains in the US 

• Full advertising and marketing 

campaign to commence shortly, 

after which distribution is 

expected to reach around 

30,000 stores 

• Up to 50 million Americans 

suffer from mild-to-moderate 

acne and create a market for 

acne products of more than 

US$4billion 
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Benzac® Advertising Campaign 
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Potential of Dermatology Market 

• TFS’s revenue from Benzac® derived from oil sales and a share of royalty revenues 

o Royalty stream is low single digit share of the net wholesale price 

o TFS expects to receive total revenue of approximately AU$7.5m for every tonne of oil 

sold to Galderma for use in Benzac ® 

 

• Significant further potential in the short term: 

o Advertising and marketing campaign to commence shortly 

o Broadening of the Benzac® range with launch of additional product 

o International distribution of Benzac® products 

o Launch of further dermatology OTC products  

o On-going FDA trials for eczema, HPV skin warts and molluscum contagiosum (MCV) 

 

• TFS’s pharmaceutical product development partners, Santalis (50% owned) and Viroxis, 

are focussed on creating products for various highly prevalent skin conditions, such as 

eczema, HPV warts, psoriasis and MCV, for which sandalwood oil is demonstrated to be 

efficacious 
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Strong Institutional Sales Pipeline 

• Significant efforts to expedite institutional sales 

o Sale to US institutional investor of 399ha (fourth investment in six years), signed 

in December 2014 

o Option exercised by Church Commissioners for England over 119 hectares with 

the sale subject to due diligence and for planting in Q4 FY15 

• Strong interest from new institutional investors, attracted by the favourable supply and 

demand profile of sandalwood oil and TFS’s proven forestry capability 
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Improved Cash Efficiency 

• Focus on improving working capital efficiency to better align operating in-flows with 

operating costs 

• Good progress already achieved in H1 FY15: 

o All institutional sales from FY14 have settled in full, with $24m received in January  

 

o Cash settlement of sale to US institution will be aligned to planting in Q4 FY15 

 

o Cash settlement of expected sale to Church Commissioners for England will be 

aligned to planting in Q4 FY15 

• Assessing options to secure third party financing for CY15’s retail sales – this has the 

potential to transform the cash efficiency of TFS’s business model  
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Second Harvest Planned for Q4 FY15 

• Second harvest is on track for Q4 FY15, following the wet season 

 

• Grower owned wood is expected to be sold at tender at the completion of the harvest 
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Board Renewal Process 

• Appointment of four new independent Non-Executive Directors with significant corporate 

and commercial experience to reflect the ongoing transformation and maturity of TFS 

 

o Dalton Gooding, Chairman – Managing Partner of accounting and advisory firm 

Gooding Partners and Non-Executive Director at a number of public and private 

companies, including RAC Group, St Ives Group and Brierty 

 

o Gillian Franklin – founder and CEO of The Heat Group, the largest Australian-owned 

cosmetics company 

 

o John Groppoli – Managing Director of RGM Equity and Non-Executive Director of 

Automotive Holdings Group 

 

o Michael Kay – formerly CEO of AAMI and, most recently, McMillan Shakespeare 
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Focus for H2 FY15 

• Continue development of pharmaceutical products 

and partners 

• New institutional investors in Beyond Carbon 

• Plant 1,500ha of high quality Indian sandalwood 

plantations 

• Build land bank for establishment of medium and 

long term plantations 

• Review refinancing of the corporate bond –

opportunity to reduce on-going costs 

• Improve cash efficiency of institutional and retail 

sales 

Guidance for FY15: 

• Upgrade – NPAT of at least 

$90m 

• Reaffirm - Cash EBITDA of 

approximately $56m, up 10% 

on FY14 

• Reaffirm - New planting of 

1,500ha  
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Q&A 
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Appendix 
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Historical Financial Results 

($m) 
FY15 

H1 

FY14 

H1 

FY13 

H1 

Total revenue 160.4 55.0  45.4  

Net profit after tax 55.0 1 3.2  4.8 

EBITDA   92.6 16.6  15.9 

Earnings per share 16.9c  1.2c   1.7c  

Cash operating revenue 51.7 27.2 18.4 

Cash EBITDA 6.7 -9.0 -11.1 

Note 1 – NPAT of $55.0m includes unrealised FX gain of $33.2m (before tax) 
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Half year vs Full year 

($m) 
FY15 

H1 
FY14 

FY14 

H1 
FY13 

FY13 

H1 

Total revenue 160.4 212.2 55.0 187.7  45.4  

Net profit after tax 55.0 82.5 3.2 55.7  4.8 

EBITDA    92.6 140.1 16.6 101.0  15.9 

Earnings per share 16.9c  28.9c  1.2c  19.9c  1.7c  

Cash operating revenue 51.7 135.1 27.2 121.7 18.4 

Cash EBITDA 6.7 51.4 -9.0 51.8 -11.1 


