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7 February 2011

Dear Shareholder
On 24 December 2010 Agria (Singapore) Pte Ltd (“Agria”) announced that it would make a partial takeover offer
(“the offer”) for an additional 38.3% of the shares in PGG Wrightson that it did not already hold for a consideration
of NZ$0.60 per share in PGG Wrightson. If the offer is successful, Agria’s total shareholding in PGG Wrightson will
increase to 50.01%.
A committee of independent directors not associated with Agria (“the Committee”) has been formed to consider
the offer.
Enclosed with this letter you will find PGG Wrightson’s target company statement which PGG Wrightson has
prepared in compliance with the requirements of the Takeovers Code. An independent report on the merits of the
offer undertaken by Grant Samuel & Associates Limited (“Grant Samuel”) is also provided.
Grant Samuel has assessed the underlying value of PGG Wrightson shares to be in the range of $0.53 to $0.65 per
share. Grant Samuel has also advised that the earnings multiple implied by the offer “compares favourably” with
earnings multiples implied by recent transactions for comparable companies. Having said that, this comparison in
part reflects the negative near term earnings outlook for PGG Wrightson.
The independent directors note that while the offer will have merit for shareholders with a near term focus, or who
value near term certainty, shareholders with longer term investment horizons may well conclude that the offer
undervalues PGG Wrightson’s longer term prospects.
Since receipt of the offer from Agria, the Committee has received an approach from another party who has indicated
an interest in making a bid for 100% of the shares in PGG Wrightson. That party, who the Committee consider to be a
bona fide potential bidder, has requested to undertake due diligence. The Committee of independent directors has
agreed to this request. There is no certainty of a better bid emerging from this party.
On the basis of the Grant Samuel valuation and in the current absence of any better offer, the independent directors
recommend to shareholders that they accept this offer.
However and because of the potential for an offer from another party to emerge during the Agria offer period,
the independent directors recommend that shareholders wait until near the close of the Agria offer period
(currently, 15 April 2011) to make their decision.
If there is any change to our recommendation before the Agria offer period closes we will advise you.
The decision is for each shareholder to make and we therefore recommend that you review this document and
consult with your financial advisor if need be, and make an informed decision on the merits of the offer.
Yours sincerely

Sir John Anderson
Chairman, PGG Wrightson Limited
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Frequently Asked
Questions

1.

WHEN DO I HAVE TO MAKE A DECISION ON THE AGRIA OFFER?
A: Agria’s offer will remain open until 5pm (New Zealand time) on 15 April 2011 unless
extended. Agria needs Pyne Gould Corporation Limited’s consent to extend the offer and
cannot extend the offer beyond 24 April 2011.

2.

HOW DO I ACCEPT THE OFFER?
A: You should follow the instructions set out in the Agria offer document. If you are uncertain,
you should consult your financial or legal advisor.

3.

MUST I ACCEPT THE OFFER FOR ALL MY SHARES OR CAN I ACCEPT ONLY
SOME INTO THE OFFER?
A: Shareholders (other than Agria) are entitled to accept the offer for all or a specific (lesser)
number of their shares.

4.

WHAT HAPPENS IF AGRIA RECEIVES ACCEPTANCES FOR MORE THAN THE
TARGET 50.01% OF SHARES?
A: The offer is a partial offer. If you accept it for greater than 38.3% of your shares or all of
your shares, there is no certainty as to what proportion of your shares above 38.3%, will be
acquired until after the offer closes. This is a feature of partial offers which is prescribed by
the Takeovers Code, and Agria has no ability to contract out of this requirement. If you accept
the offer for all of your shares, your shares may be scaled, and as a result, you will retain a
proportion of your existing shareholding. Scaling is discussed in more detail under “Other
Information” at page 14.

2

PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011

5.

WHAT HAPPENS IF AGRIA IS UNSUCCESSFUL IN ACHIEVING 50.01% OF
PGW SHARES?
A: The offer is conditional on Agria obtaining a 50.01% shareholding. If this is not achieved,
and the offer is not extended past the closing date of 15 April 2011 and the condition
satisfied in that extended period, the offer will lapse. Acceptance forms received by Agria
will be destroyed and shareholders will be released from the offer. Agria needs Pyne Gould
Corporation’s consent to extend the offer and cannot extend the offer beyond 24 April 2011.

6.

WHAT ARE THE MAIN CONDITIONS OF THE AGRIA OFFER?
A: Other than Agria obtaining acceptances for 50.01% of shares, the offer is conditional on
relevant regulatory approvals including New Zealand Overseas Investment Office and
approval by the relevant authorities in China.

7.

WHAT IF I ACCEPT THE AGRIA OFFER AND THEN ANOTHER OFFER FROM
ANOTHER PARTY COMES IN BEFORE THE AGRIA OFFER CLOSING DATE?
A: If you accept the Agria offer, you will be unable to accept any other offer which may be made
unless and until the Agria offer lapses (which at earliest will occur on 15 April 2011). The
Committee of independent directors have for this reason recommended that shareholders
wait until near the end of the offer period for the Agria offer, before making their decision in
respect of that offer.

8.

WHAT IF I ACCEPT THE OFFER AND THEN AGRIA LIFTS THE OFFER PRICE?
A: Under the terms of the Takeovers Code, all shareholders benefit equally, so that even if you
have already accepted but the price under the offer is later increased, you would receive the
higher price if the offer is successful.
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Frequently asked questions (continued)

9.

HOW WILL I KNOW IF THE TERMS OF THE AGRIA OFFER CHANGE?
A: Notice of any variation or change in the offer will be sent by Agria to each shareholder, to
PGG Wrightson, the Takeovers Panel and the NZ Stock Exchange in accordance with the
Takeovers Code.

10.

WHEN WILL I RECEIVE PAYMENT IF I ACCEPT THE OFFER?
A: Assuming the offer is successful, a cheque for the amount to which you will be entitled
under the offer will be posted to you, or paid by electronic transfer to your nominated
New Zealand bank account not later than seven days after the offer becomes unconditional
or the Closing Date, which at this stage is not later than 22 April 2011. This presumes there is
no extension to the offer date.

11.

COULD I BE FORCED TO SELL MY SHARES?
A: You cannot be forced to sell your shares under the Agria offer. However, once given,
acceptances may not be withdrawn by shareholders, whether or not the offer is varied
by Agria or a better offer is made by a third party, unless Agria fails to pay acceptors in
accordance with the Takeovers Code.

12.

IF THE TAKEOVER OFFER IS ACCEPTED WILL PGG WRIGHTSON
REMAIN LISTED?
A: PGG Wrightson will remain listed on the NZSX regardless of whether the offer is
successful or not.

13.

WOULD THE NEW ZEALAND GOVERNMENT POTENTIALLY PLAY A ROLE IN
THE DECISION TO ACCEPT THE OFFER?
A: The Agria partial takeover offer is subject to receiving Overseas Investment Office
(OIO) approval. Agria has applied to the OIO for regulatory approval to acquire a
shareholding of 50.01% as contemplated by the partial takeover offer. The OIO is
required to investigate a wide range of considerations in assessing applications and
its recommendations are in some cases provided to the Ministers of Finance and Land
Information for consideration and approval. More information on the role of the OIO and
criteria they investigate in considering applications can be found at the OIO website at
http://www.linz.govt.nz/overseas-investment/selling-assets/index.aspx.

14.

WHERE CAN I GET MORE INFORMATION OR ASSISTANCE?
A: For more information on your shareholding or to assist in completing your acceptance form,
please contact Computershare Investor Services Limited on 09 488 8777 or
email info@pggwrightson.co.nz.
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PGG Wrightson Limited:
Response to the Agria
(Singapore) Pte. Ltd.
Takeover Offer

The following information has been prepared by PGG Wrightson Limited under
Rule 46 and Schedule 2 of the Takeovers Code in response to a takeover offer
dated 24 January 2011 (“the offer”) from Agria (Singapore) Pte Ltd.
1

Date

1.1

This target company statement (“statement”) is dated 7 February 2011.

2

Offer

2.1

The offer is a partial takeover offer by Agria (Singapore) Pte Ltd (“Agria”) to purchase 38.3% of the fully
paid ordinary shares in PGG Wrightson Limited (“PGG Wrightson”) not already held or controlled by
it as at the date of the offer. Agria already owns 19.01% of the shares in PGG Wrightson. If the offer is
successful Agria will hold 50.01% of the shares in PGG Wrightson.

2.2

The terms of the offer are set out in the offer document dated 24 January 2011 which has been sent to
shareholders by Agria.

3

Target Company
The name of the target company is PGG Wrightson Limited.

4

Directors of PGG Wrightson Limited
The names of the directors of PGG Wrightson are:
Sir John Anthony Anderson
Sir Selwyn John Cushing
George Arthur Churchill Gould
Bruce Robertson Irvine
Guanglin (Alan) Lai (alternate Bevan David Cushing)
Keith Raymond Smith
Xie Tao (“XT”) (alternate Christopher Elliot Boddington)
William David Thomas
PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

5

Ownership of equity securities of PGG Wrightson Limited

5.1

Schedule 1 to this statement sets out the number, designation, and the percentage of any class of equity
securities of PGG Wrightson held or controlled at the date of this statement by:

5.2

6

(a)

each director or senior officer of PGG Wrightson and their associates; and

(b)

any other person holding or controlling 5% or more of any class of equity securities of
PGG Wrightson, to the knowledge of PGG Wrightson.

Schedule 2 to this statement sets out the number and issue price of equity securities of PGG Wrightson:
(a)

that have, during the two year period immediately preceding the date of this statement, been
issued to the directors or senior officers of PGG Wrightson or their associates; or

(b)

in which the directors or senior officers of PGG Wrightson or their associates have, during the two
year period immediately preceding the date of this statement, obtained a beneficial interest under
any employee share scheme or other remuneration arrangement.

Trading in PGG Wrightson Limited equity securities
Schedule 3 to this statement sets out the number and designation of equity securities of PGG Wrightson
acquired or disposed of by a director or senior officer of PGG Wrightson or their associates, or any other
person holding or controlling 5% or more of any class of equity securities of PGG Wrightson, during the
6 month period before 28 January 2011 (“Reference Date”) (being the latest practicable date before the
date of this statement), including the consideration for, and the date of, each such transaction.

7

Acceptance of offer

7.1

Pyne Gould Corporation Limited, an associate of G A C Gould and B R Irvine, directors of PGG Wrightson,
has on 26 January 2011 accepted the offer in respect of all 138,827,080 equity securities held by it.

7.2

The following directors, senior officers and associates have advised that it is their current intention to
accept the offer in respect of all or some of the equity securities held or controlled by them as set out in
Schedule 1 to this statement:

NAME OF PERSON/ENTITY
NUMBER OF
NUMBER OF SHARES THAT IT
THAT ORDINARY SHARES
ORDINARY SHARES
IS CURRENTLY INTENDED THAT
ARE REGISTERED IN
HELD BY PERSON/ENTITY
THE OFFER BE ACCEPTED FOR
			

NAME OF PGG WRIGHTSON LIMITED
DIRECTOR OR SENIOR OFFICER THAT
HOLDS OR CONTROL THESE SHARES

H & G Limited
5,900,251
5,900,251
			

Sir Selwyn Cushing
B D Cushing

PGG Wrightson Employee
5,819,138
5,819,138
Benefits Plan Ltd 			
(previously the 			
W&K Pension Fund Limited)			

Sir Selwyn Cushing
(non beneficial interest)
M R Thomas (non beneficial interest)
J S Daly (non beneficial interest)

Michael Richard Thomas

M R Thomas

520,086

156,163

No other directors or senior officers of PGG Wrightson, or any of their associates, have indicated a current
intention to accept the offer in respect of any of the equity securities held or controlled by them.

6
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Ownership of equity securities of Agria

8.1

XT and Alan Lai, both directors of PGG Wrightson, are senior executives of Agria Corporation, which
currently controls 100% of the equity securities of Agria (Singapore) Pte Ltd.

8.2

Other than the above, none of PGG Wrightson or any of its directors or senior officers or any associates
hold or control any class of securities of Agria.

9

Trading in equity securities of Agria

9.1

Agria Corporation incorporated Agria (Singapore) Pte Ltd in November 2009 to participate in certain
share issues undertaken by PGG Wrightson at that time. No equity securities in Agria (Singapore) Pte Ltd
have been issued or acquired since that date.

9.2

Neither PGG Wrightson, nor any director or senior officer of PGG Wrightson or any of their associates,
has traded in equity securities of Agria (Singapore) Pte Ltd during the 6 month period before the
Reference Date.

10

Arrangements between Agria and PGG Wrightson Limited

10.1

In accordance with the terms of a subscription agreement entered into between PGG Wrightson
and Agria Corporation dated 16 October 2009, and in anticipation of the offer, PGG Wrightson has on
23 December 2010 granted its consent to Agria Corporation transferring a portion of the shares in Agria
(Singapore) Pte Ltd or Agria Asia Investments Limited to New Hope Group Co Ltd, or its subsidiary if the
offer succeeds.

10.2

Pyne Gould Corporation Limited, an associate of G A C Gould and B R Irvine, directors of PGG Wrightson,
has accepted the offer in respect of all 138,827,080 equity securities held by it.

10.3

No other agreements or arrangements (whether legally enforceable or not) have been made, or are
proposed to be made, between Agria (or any associates of Agria) and PGG Wrightson (or any related
company of PGG Wrightson) in connection with, in anticipation of, or in response to, the offer.

11

Relationship between Agria, and directors and senior officers of PGG Wrightson Limited

11.1

XT is currently the sole director of Agria. Both XT and Alan Lai are directors of various related companies
of Agria. None of the other directors or any senior officers of PGG Wrightson are also directors or senior
officers of Agria, or any related company of Agria.

11.2

No agreements or arrangements (whether legally enforceable or not) have been made, or are proposed
to be made, between Agria (or any associates of Agria) and any of the directors or senior officers of
PGG Wrightson (or any related company of PGG Wrightson) in connection with, in anticipation of, or in
response to, the offer.

11.3

Agria has indicated that it is supportive of Sir John Anderson continuing as Chairman of PGG Wrightson
should the offer be successful, but there is no actual agreement or arrangement in this regard. Sir John
Anderson has indicated that he would be willing to continue in this role.
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

12

Agreements between PGG Wrightson Limited, and directors and senior officers

12.1

No agreements or arrangements (whether legally enforceable or not) have been made, or are
proposed to be made, between PGG Wrightson (or any related company of PGG Wrightson) and any
of the directors or senior officers of PGG Wrightson or any related company of PGG Wrightson or their
associates, under which a payment or other benefit may be made or given by way of compensation for
loss of office, or as to their remaining in or retiring from office in connection with, in anticipation of, or in
response to, the offer.

13

Interests of directors and senior officers of PGG Wrightson Limited in material contracts of
Agria

13.1

Other than as set out in this clause 13, no director or senior officer of PGG Wrightson or their associates
has any interest in any contract to which Agria, or any related company of Agria, is a party.

13.2

G A C Gould and B R Irvine, directors of PGG Wrightson, are also directors of substantial security holder
Pyne Gould Corporation Limited (G A C Gould until his resignation on 31 January 2011), which has
accepted the offer in respect of all its 138,827,080 shares in PGG Wrightson.

13.3

XT, director of PGG Wrightson, is the sole director of Agria. Alan Lai and XT, directors of PGG Wrightson,
are also directors and/or senior executives of Agria Corporation, the ultimate parent company of
Agria. They receive director’s fees and salaries from those entities in that capacity. B D Cushing and C E
Boddington are alternate PGG Wrightson directors for Alan Lai and XT respectively.

13A

Interests of substantial security holders of PGG Wrightson Limited in material contracts of
Agria (or its related companies)

13A.1 Pyne Gould Corporation, a substantial security holder of PGG Wrightson, has signed and is therefore
interested in the lock-up deed with Agria whereby it has agreed to accept the offer in respect of all
its 138,827,080 shares in PGG Wrightson. In addition, Pyne Gould Corporation has on 26 January 2011
accepted the offer in accordance with the terms of that deed. The maximum amount payable to Pyne
Gould Corporation under the offer (on the basis of the current price of the offer of 60 cents per share), is
$83,296,248.00.
13A.2 Agria holds more than 5% of the ordinary shares in PGG Wrightson. Agria Corporation is the ultimate
parent company of Agria.
13A.3 New Hope Group Co Ltd (“New Hope”) has filed a substantial security holder notice with PGG Wrightson.
In accordance with the terms of a subscription agreement entered into between PGG Wrightson and
Agria Corporation dated 16 October 2009, PGG Wrightson has granted its consent to Agria Corporation
transferring a portion of the shares in Agria or Agria Asia Investments Limited to New Hope, or its
subsidiary, in anticipation of the offer.
13A.4 To the knowledge of the directors or the senior officers of PGG Wrightson, there is no other person who
holds or controls 5% or more of any class of equity securities of PGG Wrightson and has an interest in
any material contract to which Agria, or any related company of Agria, is a party.
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Additional information
In the opinion of the directors of PGG Wrightson, no additional information, to the knowledge of
PGG Wrightson, is required to make the information in Agria’s takeover offer document correct or
not misleading.

15

Recommendation

15.1

Committee of Independent Directors
Following receipt of the takeover notice issued by Agria on 24 December 2010 advising of its intent
to make a partial takeover offer, a committee of independent Directors (the “Committee”), comprising
Sir John Anderson, Keith Smith and William Thomas, was formed to represent the interests of
shareholders of PGG Wrightson not associated with Agria in relation to the offer. No other members of
the PGG Wrightson Board have been associated with the preparation of this recommendation.
The Committee appointed Grant Samuel & Associates Limited (“Grant Samuel” or the “Independent
Adviser”) to provide a report on the merits of the offer pursuant to Rule 21 of the Takeovers Code
(“Independent Adviser’s Report”).

15.2

Independent Adviser’s Report
Grant Samuel has assessed the full underlying value (inclusive of a premium for control) of PGG
Wrightson shares to be in the range of $0.53 to $0.65 per share. The offer of $0.60 cash is accordingly in
the middle of Grant Samuel’s full underlying value of PGG Wrightson shares.
Grant Samuel’s analysis indicates that the historical and forecast EBITDA multiples implied by the
offer are broadly in line with multiples paid for controlling shareholdings in comparable agricultural
companies in recent transactions, and indeed Grant Samuel describes the offer multiple as “comparing
favourably” with earnings multiples implied by recent transactions. This comparison in part reflects the
negative earnings outlook for PGG Wrightson in relation to FY2011.

15.3

Other Considerations
Shareholders will have noted that PGG Wrightson’s second-largest shareholder, Pyne Gould Corporation,
has already accepted the offer in respect of all of its shares in PGG Wrightson. While this acceptance
could be characterised as an endorsement of the offer by a significant and sophisticated shareholder
who has an intimate knowledge of PGG Wrightson’s affairs and prospects, it should also be noted that
Pyne Gould Corporation will have its own unique motivations, bearing in mind the other structural
changes which it is itself currently undergoing. Pyne Gould Corporation had in 2008 announced its
intention to consider options for its PGG Wrightson shareholding.
Subject to scaling (discussed below and in clause 24) the offer if successful will have the effect of
substituting an existing committed shareholder for Pyne Gould Corporation, and also provides greater
certainty around questions surrounding the status and future of Pyne Gould Corporation’s shareholding
– an issue which the committee believes has adversely impacted on PGG Wrightson’s recent capitalraising efforts, share price performance, and market perceptions more generally. All of this can be
regarded as positive consequential benefits of the offer, from PGG Wrightson’s perspective.
Agria has stated that PGG Wrightson’s business requires restructuring and a refocus on the core
businesses. Agria and New Hope have advised that they intend to take an active role in developing a
new strategy for PGG Wrightson to improve operations and profitability of PGG Wrightson. How this
will be achieved has not been determined, but Agria has committed to working with the incoming
Managing Director to achieve a turnaround of PGG Wrightson’s performance. There is of course, no
certainty that Agria will achieve its stated performance enhancement aspirations.
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

Agria has also stated it will seek appropriate representation on the PGG Wrightson board, including
representatives of Agria and New Hope. Agria has stated its support for the board to continue to be led
by independent Chairman Sir John Anderson.
The extent of New Hope’s future involvement in PGG Wrightson is unknown. The Committee believes
that New Hope is an entity with a large Chinese agricultural business backed by significant financial
resources, and there is potential for PGG Wrightson to benefit from what New Hope may bring to bear
through its investment in Agria. This potential benefit remains an unknown quantity, at this time.
As noted in the Independent Adviser’s Report, the offer is a partial offer and accordingly, there is no
certainty as to what proportion of an accepting shareholder’s shares will be acquired. This is a feature of
partial offers which is prescribed by the Takeovers Code, and Agria has no ability to contract out of this
requirement. Shareholders, and in particular small shareholders, should note that if they accept the offer
in full, they will likely be scaled, and as a result, will retain a proportion of their existing shareholding,
which may or may not comprise a marketable parcel. Shareholders should obtain advice on these
matters if these considerations are important to them.
15.4

Committee Recommendation
The Committee notes Grant Samuel’s valuation range of $0.53 to $0.65 per share. On this basis, and
subject to and bearing in mind the matters raised under “Other Considerations” above, the Committee
recommends to shareholders that they accept the offer. Shareholders should, however, consider their
individual circumstances, and investment time horizons, and take advice specific to their particular
circumstances, before making their decision in respect of the offer.
PGG Wrightson’s underlying trading performance is expected to improve as the impact of favourable
commodity prices flows through to rural property values and a reduction in debt burdens in the sector.
There is a case for concluding that while the offer may have merit for shareholders with a near-term
investment focus, or who value near-term certainty, shareholders with longer-term investment horizons
may well conclude that the offer undervalues PGG Wrightson’s long-term prospects.
As noted in the Chairman’s letter at page 1, since receipt of the offer from Agria, the Committee has
received an approach from another party who has indicated an interest in making a bid for 100% of the
shares in PGG Wrightson. That party, who the Committee consider to be a bona fide potential bidder,
has requested to undertake due diligence. The Committee has agreed to this request. There is no
certainty of a better bid emerging from this party.
However and because of the potential for an offer from another party to emerge during the Agria offer
period, the Committee recommends that shareholders wait until near the close of the Agria offer period
(currently, 15 April 2011) to make their decision.
The above recommendation is made in the current absence of any better offer emerging. If there
is any change to the above recommendation before the offer period closes the Committee will
advise shareholders.
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16

Actions of PGG Wrightson Limited

16.1

There are no material agreements or arrangements (whether legally enforceable or not) of PGG
Wrightson and its related companies entered into as a consequence of, in response to, or in connection
with, the offer other than the consent referred to at paragraph 10.1.

16.2

There are no negotiations underway as a consequence of, or in response to, or in connection with, the
offer that relate to or could result in:
(a)

an extraordinary event such as a merger, amalgamation, or reorganisation involving
PGG Wrightson or any of its related companies; or

(b)

the acquisition or disposition of material assets by PGG Wrightson or any of its related companies;
or

(c)

an acquisition of equity securities by, or of PGG Wrightson or any related company of
PGG Wrightson; or

(d)

any material change in the equity securities on issue, or policy relating to distributions, of
PGG Wrightson.

16.3

PGG Wrightson is currently undertaking a strategy to review the divestment of PGG Wrightson Finance
Limited’s finance book. However, this initiative has been under consideration for some time, and is
unconnected to the offer.

17

Equity securities of PGG Wrightson Limited

17.1

PGG Wrightson has 757,985,639 ordinary shares on issue. The rights of shareholders in respect of capital,
distributions and voting are as follows:
(a)

the right to an equal share with other shareholders in dividends authorised by the board of
PGG Wrightson;

(b)

the right to an equal share with other shareholders in the distribution of surplus assets on
liquidation of PGG Wrightson; and

(c)

subject to the prohibitions contained in the NZSX Listing Rules and PGG Wrightson’s constitution,
the right to cast one vote on a show of hands or the right to cast one vote for each share held on a
poll, in each case at a meeting of shareholders on any resolution, including a resolution to:

•
•
•
•
•

appoint or remove a director or auditor;
alter PGG Wrightson’s constitution;
approve a major transaction;
approve an amalgamation of PGG Wrightson; and
put PGG Wrightson into liquidation.

In addition, PGG Wrightson has issued $33,850,000 principal amount of convertible redeemable notes
(“CRNs”) to Agria Asia Investments Limited. The CRNs can be converted into ordinary shares at PGG
Wrightson’s election. The CRNs are not “equity securities” for the purposes of the Takeovers Code.

PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011

11

Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

18

Financial information

18.1

Offerees are entitled to obtain from PGG Wrightson a copy of PGG Wrightson’s most recent annual
report (being the annual report for the period ended 30 June 2010) by making a written request to
PGG Wrightson at PO Box 292, Christchurch 8042. A copy of the annual report is also available from
PGG Wrightson’s website at www.pggwrightson.co.nz.

18.2

On 17 December 2010, PGG Wrightson made an announcement on the NZSX by way of market
update in respect of trading results and outlook. PGG Wrightson has announced its interim result
to 31 December 2010 to the NZSX on 7 February 2011, and a copy is available on NZSX and on
PGG Wrightson’s website at www.pggwrightson.co.nz. The half-yearly report for PGG Wrightson will
be finalised and made available to shareholders in due course and placed on PGG Wrightson’s website
at www.pggwrightson.co.nz.

18.3

The financial position of PGG Wrightson as at 31 December 2010 and certain prospective information
for the financial year ending 30 June 2011 is contained in sections 4.6 and 4.5, respectively, of the
Independent Adviser’s Report. Other than as set out therein:

19

(a)

there have been no known material changes in the financial or trading position or prospects of
PGG Wrightson since the June 2010 annual report; and

(b)

there is no other information about the assets, liabilities, profitability and financial affairs of
PGG Wrightson that could reasonably be expected to be material to the making of a decision
by shareholders to accept or reject the offer.

Independent advice on merits of offer
Grant Samuel, as independent adviser, has prepared a report on the merits of the offer as required by
Rule 21 of the Takeovers Code. A copy of Grant Samuel’s full report is attached to this statement.

19A

Different Classes of securities
Not applicable. The offer only relates to PGG Wrightson ordinary shares.

12
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Asset valuation

20.1

None of the information provided in this statement refers to a valuation of any asset.

20.2

The Independent Adviser’s Report refers to the valuation of certain assets of PGG Wrightson. The basis of
computation and key assumptions on which those valuations are based is set out in that report.

21

Prospective financial information

21.1

The statement at section 4.5 of the Independent Adviser’s Report refers to prospective financial
information for PGG Wrightson for the year ending 30 June 2011. The prospective information presented
in the Independent Adviser’s Report is consistent with the outlook released by PGG Wrightson on
17 December 2010.

PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011
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The principal assumptions supporting management’s 2011 prospective financial performance are as
follows:
(a)

Results for the six months to 31 December 2010, plus management’s forecast for the six months
to 30 June 2011, taking account of any discontinued activities (i.e. NZ Farming Systems Uruguay
management contract);

(b)

Overall revenue for the twelve months to 30 June 2011 is forecast largely to be in line with last
year, which is in keeping with the expectations that market conditions will remain similar to
that experienced last financial year. However, within that forecast, Rural Supplies and Fruitfed
are expecting to see demand at slightly lower levels than at the same time last year, offset by
expected improved livestock division performance, and anticipated improvements in performance
by AgriTech;

(c)

Forecast margins are based upon current performance and future anticipated margins taking
account of the highly seasonal nature of the business which results in a significantly greater margin
being achieved from sales in the second half of the financial year; and

(d)

Overhead and direct costs are based on the current cost structure, adjusted for anticipated
changes in that cost base, and allowing for the effects of seasonality on the business.

Sales of unquoted equity securities under offer
Not applicable. The shares that are the subject of the offer are quoted on the NZSX.
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Market prices of quoted equity securities under offer

23.1

The closing price on the NZSX of the shares subject to the offer on:

23.2

23.3

(a)

28 January 2011, being the Reference Date, was NZ$0.54 per share; and

(b)

23 December 2010, being the last day on which the NZSX was open for business before the date
on which PGG Wrightson received Agria’s takeover notice, was NZ$0.48 per share.

The highest and lowest closing market price of the shares on the NZSX (and the relevant dates) during
the 6 months before 23 December 2010 being the date on which PGG Wrightson received Agria’s
takeover notice were as follows:
–

highest closing market price was NZ$0.61 on 14 September 2010; and

–

lowest closing market price was NZ$0.44 on 17 December 2010.

During the 6 month period referred to above, PGG Wrightson did not issue any equity securities or
make any changes in the equity securities on issue which could have affected the market prices of the
shares referred to above. As advised to the NZSX on 20 October 2010, PGG Wrightson acquired 454,904
ordinary PGG Wrightson shares from a former senior executive, M Skilling, under section 60(1)(b)(ii) of
the Companies Act 1993. The shares comprised approximately 0.06% of the total ordinary shares in
PGG Wrightson and were acquired in accordance with the terms of the senior executive share incentive
scheme between PGG Wrightson and Mr Skilling, which terminated as a result of his resignation.
The shares were cancelled upon acquisition. The cancellation was not expected to affect the market
price of PGG Wrightson shares but instead to have an anti-dilutionary effect. In addition, PGG Wrightson
intends prior to the end of the 30 June 2011 financial year to acquire 2,500,000 ordinary PGG Wrightson
shares from the former Managing Director/Chief Executive Officer T Miles under section 60(1)(b)(ii)
of the Companies Act 1993. The shares comprise approximately 0.33% of the total ordinary shares in
PGG Wrightson and were acquired in accordance with the terms of the senior executive share incentive
scheme between PGG Wrightson and Mr Miles, which terminated as a result of his resignation. The
shares will be cancelled on acquisition.
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

23.4

The Board of PGG Wrightson determined that no dividend would be paid in respect of the 2009/2010
financial year.

23.5

The Committee believes that other than matters set out elsewhere in this statement and/or in the
Independent Adviser’s Report, there is no information about the market price of securities that could
reasonably be expected to be material to the making of a decision by shareholders to accept or reject
the offer.
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Other information

24.1

Shareholders, when making decisions as to whether to accept or reject the offer and at what point
any acceptance should be given, should be aware that the terms of the offer state that, once given,
acceptances may not be withdrawn by acceptors, whether or not the offer is varied by Agria or any
better offer is made by a third party, unless Agria fails to pay acceptors in accordance with the Takeovers
Code. Currently, the last date by which Agria must declare the offer unconditional is 15 April 2011,
and the last date for payment is 22 April 2011.
For the partial offer to succeed, Agria must acquire 38.3% of the PGG Wrightson shares it does not
already own. Under the Takeovers Code, if Agria receives acceptances in respect of more than 38.3% of
PGG Wrightson not already held by it, then it will first take up the lesser of:

•
•

38.3% of all the shares held by each accepting shareholder; or
the number of shares each accepting shareholder has accepted into the offer where this amount 		
accepted is less than 38.3% of the accepting shareholder’s total shareholding.

In each case, the number of voting securities that may be disposed of by a shareholder is determined by
reference to the number of shares held at the expiration of the offer period (as opposed to at the time
the offer was made), and includes the shares accepted into the offer. If shares are disposed of during the
offer period, the percentage acquired by Agria, if the offer is successful, will be based on the reduced
shareholding.
If there is a shortfall of shares acquired under this mechanism such that Agria is not able to reach the
50.01% minimum acceptance condition, Agria will then acquire further shares from those shareholders
who accept more than 38.3% of their shareholding, calculated on a proportional basis of the total
excess acceptances.
There is no certainty as to what proportion of shares will be able to be sold under a partial offer by
accepting shareholders in respect of more than 38.3% of their shareholding. In these circumstances, it
is unknown what the proportion of shares in excess of 38.3% of all PGG Wrightson shares held by an
accepting shareholder (including Pyne Gould Corporation) will be acquired under the offer. This lack of
certainty is problematic but the scaling provisions are stipulated in the rules of the Takeovers Code.
24.2

14

The Committee considers that there is no other information not required to be disclosed elsewhere
in this statement that could reasonably be expected to be material to the making of a decision by the
offerees to accept or reject the offer.
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Approval of this statement

25.1

The contents of this statement have been approved by the Committee of independent directors of the
Board of PGG Wrightson who have been delegated the authority by the Board of PGG Wrightson to deal
with all matters relating to the offer.

25.2

As disclosed above, Sir Selwyn Cushing and Messrs Gould, Irvine, Lai, XT, B D Cushing and Boddington
are not members of the Committee. As a result, they have not been asked to approve this statement in
their capacity as directors of PGG Wrightson, but have been asked to provide confirmation of statements
of fact in relation to their equity and contractual dealings. G A C Gould has approved this statement in
relation to factual matters in his capacity as Managing Director and Chief Executive Officer.
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Certificate

26.1

To the best of our knowledge and belief, after making proper enquiry, the information contained in or
accompanying this statement is, in all material respects, true and correct and not misleading, whether
by omission of any information or otherwise, and includes all the information required to be disclosed
by PGG Wrightson under the Takeovers Code.

Sir John Anderson
Chairman of PGG Wrightson Limited

Keith Smith
Director of PGG Wrightson Limited

George Arthur Churchill Gould
Managing Director and
Chief Executive Officer of
PGG Wrightson Limited

Rob Woodgate
Chief Financial Officer of
PGG Wrightson Limited
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

SCHEDULE 1

OWNERSHIP OF EQUITY SECURITIES IN PGG WRIGHTSON (PARAGRAPH 5)

Directors
NAME OF PERSON/ENTITY
ORDINARY SHARES HELD		
THAT ORDINARY SHARES
BY PERSON/ENTITY		
ARE REGISTERED IN 			
NUMBER
PERCENTAGE

NAME OF PGG WRIGHTSON
LIMITED DIRECTORS THAT
HOLD OR CONTROL
THESE SHARES

Sir John Anthony
150,000
Anderson & Lady
Carol Margaret Anderson		

0.019%

Sir John Anderson

Sir Selwyn John Cushing

0.014%

Sir Selwyn Cushing

108,264

H & G Limited
5,900,251
0.78%
			

Sir Selwyn Cushing
B D Cushing

PGG Wrightson Employee
5,819,138
0.77%
Benefits Plan Ltd			
(previously the W&K
Pension Fund Limited)		

Sir Selwyn Cushing
(non beneficial interest)

NAME OF PGG WRIGHTSON
LIMITED DIRECTORS THAT
ARE ASSOCIATED WITH
THIS PERSON/ENTITY

Pyne Gould Corporation Limited*
138,827,080
18.31%		
				
				
				

G A C Gould
(resigned as director of
Pyne Gould Corporation
Limited on 31 January 2011)

				
				

B R Irvine
(non beneficial interest)

Agria (Singapore) Pte Limited
144,104,680
19.01%
Alan Lai
			
XT
				

B D Cushing (non beneficial
interest) – alternate PGW
director for Alan Lai

				
				
				

C E Boddington (non
beneficial interest) – alternate
PGW director for XT

Gwendoline Holdings Limited

27,380

0.004%

K R Smith

James Raymond Holdings Limited

127,380

0.017%

K R Smith

Keith Raymond Smith

18,328

0.002%

K R Smith

William David Thomas

24,501

0.003%

W D Thomas

William David Thomas
and Peter David Thomas and
Antony Charles Vernon Brown

24,450

0.003%

W D Thomas

*
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Substantial security holder Pyne Gould Corporation Limited has agreed to accept the offer by Agria (Singapore) Pte Limited in respect of all of
its 138,827,080 shares in PGG Wrightson.
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Senior Officers
NAME OF PERSON/ENTITY
ORDINARY SHARES HELD		
THAT ORDINARY SHARES
BY PERSON/ENTITY		
ARE REGISTERED IN 			
NUMBER
PERCENTAGE

NAME OF PGG WRIGHTSON
LIMITED DIRECTORS THAT
HOLD OR CONTROL
THESE SHARES

Andrew Thomas McSweeney

375,471

0.049%

A T McSweeney

Michael Richard Thomas

520,086

0.068%

M R Thomas

NAME OF PGG WRIGHTSON
LIMITED DIRECTORS THAT
ARE ASSOCIATED WITH
THIS PERSON/ENTITY

PGW Corporate Trustee Limited
272,703
0.036%
(Corporate Trustee for			
PGG Wrightson staff share scheme)			
			

J S Daly
(non beneficial interest)
R J Woodgate
(non beneficial interest)		

PGG Wrightson Employee Benefits
5,819,138
0.77%
Plan Ltd (previously the			
W&K Pension Fund Limited)			
			

M R Thomas
(non beneficial interest)
J S Daly
(non beneficial interest)

Substantial Security Holders
NAME OF SHAREHOLDER OR
NUMBER OF ORDINARY SHARES HELD
PERCENTAGE
PERSON HOLDING OR CONTROLLING
OR CONTROLLED AS AT 28 JANUARY 2011		
5% OR MORE OF NZS SHARES				

DATE OF LAST SUBSTANTIAL
SECURITY HOLDER NOTICE

Agria (Singapore) Pte Limited

282,931,760*		

37.33%

26 January 2011

New Hope Group Co., Ltd

282,931,760*

37.33%

26 January 2011

Agria Group Limited

282,931,760*

37.33%

26 January 2011

Agria Corporation

282,931,760*

37.33%

26 January 2011

Agria Asia Investments Limited

282,931,760*

37.33%

26 January 2011

Pyne Gould Corporation Limited

138,827,080**

18.31%

26 January 2011

6.51%

21 April 2010

AMP Capital Investors
49,374,953***
(New Zealand) Limited		
Notes:
*

Subject to the offer proceeding. Further, on 23 January 2011, Agria (Singapore) Pte Ltd, Agria Corporation, Agria Asia Investments Limited and
New Hope Group Co., Ltd (New Hope) entered into a subscription agreement whereby New Hope agreed to subscribe for US$20 million (subject
to receiving necessary approvals and the takeover offer being declared unconditional) of shares in Agria (Singapore) Pte Ltd or Agria Asia
Investments Limited, the immediate holding company of Agria (Singapore) Pte Ltd, and Agria Corporation agrees to subscribe for a minimum of
US$55 million of shares.

** Pyne Gould Corporation Limited is the registered holder of these shares, and has entered into a lock up agreement with Agria (Singapore) Pte Ltd
to accept the offer in respect of these shares, and has already accepted the offer. G A C Gould and B R Irvine are associated persons of Pyne Gould
Corporation Limited (noting that G A C Gould resigned as a director of Pyne Gould Corporation Limited on 31 January 2011).
*** AMP Capital Investors (New Zealand) Limited is a nominee company and does not have a beneficial interest in these shares. It holds the shares
for underlying beneficial owners, none of whom individually qualify as a substantial security holder.
This information is taken from substantial security holder notices filed with the NZSX as at 28 January 2011, PGG Wrightson’s share register as at
28 January 2011 and enquiries made of AMP Capital Investors (New Zealand) Limited.
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

SCHEDULE 2

ISSUE OF EQUITY SECURITIES IN PGG WRIGHTSON (PARAGRAPH 5)

Note: this is for the two year period ending on the date of this statement ie from 7 February 2009 to 7 February 2011.
Directors
NAME OF PERSON/ENTITY
EQUITY SECURITIES ISSUED		
NAME OF PGG WRIGHTSON
NAME OF PGG WRIGHTSON
THAT ORDINARY SHARES
TO PERSON/ENTITY		
LIMITED DIRECTORS THAT
LIMITED DIRECTORS THAT
ARE REGISTERED IN 			
HOLD OR CONTROL
ARE ASSOCIATED WITH
NUMBER
ISSUE PRICE PER
THESE SHARES
THIS PERSON/ENTITY
		
SHARE AND DATE					
		
OF ISSUE

Sir Selwyn John Cushing

2,159 bonus
ordinary shares
issued under
distribution plan

$1.0817 on
1 April 2009

Sir Selwyn Cushing

57,316 shares for
$0.45 on			
renounceable rights
23 December 2009
accepted				
H & G Limited

120,605 bonus
ordinary shares
issued under
distribution plan

$1.0817 on
1 April 2009

Sir Selwyn Cushing
B D Cushing

3,123,662 shares
$0.45 on
for renounceable rights
23 December 2009
accepted		
PGG Wrightson Employee
Benefits Plan Ltd
(previously the W&K Pension
Fund Limited)

120,987 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

Sir Selwyn Cushing
(non beneficial interest)

3,080,720 shares for
renounceable rights
accepted

$0.45 on
23 December 2009			

Pyne Gould
Corporation Limited

73,496,689 shares
$0.45 on		
G A C Gould
for renounceable
23 December 2009		
(resigned as director of
rights accepted			
Pyne Gould Corporation
				
Limited on 31 January
				2011)
				
B R Irvine
				
(non beneficial interest)
Agria (Singapore) Pte
41,100,000
$0.88 on
Alan Lai
Limited
ordinary shares
23 November 2009
XT
				
				

B D Cushing (non
beneficial interest) –
alternate PGW director
for Alan Lai

103,004,680 shares for
$0.45 on		
C E Boddington (non
renounceable rights
23 December 2009		
beneficial interest) –
accepted			
alternate PGW director
				for XT
Gwendoline Holdings
Limited

18

546 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

14,495 shares for
renounceable rights
accepted

$0.45 on
23 December 2009
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K R Smith

NAME OF PERSON/ENTITY
EQUITY SECURITIES ISSUED		
NAME OF PGG WRIGHTSON
NAME OF PGG WRIGHTSON
THAT ORDINARY SHARES
TO PERSON/ENTITY		
LIMITED DIRECTORS THAT
LIMITED DIRECTORS THAT
ARE REGISTERED IN 			
HOLD OR CONTROL
ARE ASSOCIATED WITH
NUMBER
ISSUE PRICE PER
THESE SHARES
THIS PERSON/ENTITY
		
SHARE AND DATE				
		
OF ISSUE

James Raymond
Holdings Limited

546 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

K R Smith

114,495 shares for
$0.45 on 				
renounceable rights
23 December 2009
accepted		
Keith Raymond Smith

William David Thomas

William David Thomas
and Peter David Thomas
and Antony Charles
Vernon Brown

366 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

9,703 shares for
renounceable rights
accepted

$0.45 on
23 December 2009

290 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

17,677 shares for
renounceable rights
accepted

$0.45 on
23 December 2009

488 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

12,944 shares for
renounceable rights
accepted

$0.45 on
23 December 2009

K R Smith

W D Thomas

W D Thomas
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Response to the Agria (Singapore) Pte. Ltd. Takeover Offer (continued)

SCHEDULE 2

ISSUE OF EQUITY SECURITIES IN PGG WRIGHTSON (PARAGRAPH 5) – continued

Note : this is for the two year period ending on the date of this statement ie from 7 February 2009 to 7 February 2011.

Senior Officers
NAME OF PERSON/ENTITY
EQUITY SECURITIES ISSUED		
NAME OF PGG WRIGHTSON
NAME OF PGG WRIGHTSON
THAT ORDINARY SHARES
TO PERSON/ENTITY		
LIMITED DIRECTORS THAT
LIMITED DIRECTORS THAT
ARE REGISTERED IN 			
HOLD OR CONTROL
ARE ASSOCIATED WITH
NUMBER
ISSUE PRICE PER
THESE SHARES
THIS PERSON/ENTITY
		
SHARE AND DATE				
		
OF ISSUE

Andrew Thomas
McSweeney

12,862 bonus ordinary
shares issued under
distribution plan

$1.0817 on
A T McSweeney*
1 April 2009 			

71,900 shares for
$0.45 on
renounceable rights
23 December 2009
accepted		
Michael Richard Thomas

17,163 bonus ordinary
shares issued under
distribution plan

$1.0817 on
1 April 2009

M R Thomas*

115,065 shares for
$0.45 on
renounceable rights
23 December 2009
accepted		
PGW Corporate Trustee
36,045 bonus ordinary
$1.0817 on
Limited (Corporate Trustee
distribution plan
1 April 2009
for PGG Wrightson staff
share scheme)			
102,904 shares for
$0.45 on
renounceable rights
23 December 2009
accepted
PGG Wrightson Employee
120,987 bonus ordinary
$1.0817 on
Benefits Plan Ltd
shares issued under
1 April 2009
(previously the
distribution plan		
W&K Pension Fund Limited)			
3,080,720 shares for
$0.45 on
renounceable rights
23 December 2009
accepted

J S Daly
(non beneficial interest)
R J Woodgate
(non beneficial interest)

M R Thomas
(non beneficial interest)
J S Daly
(non beneficial interest)

Notes:
*
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The shares issued to A T McSweeney and M R Thomas outlined in this table are in relation to the shares purchased on market by them in 2008 as
part of their senior executive share incentive scheme as disclosed to shareholders and the NZSX on 16 September 2008.
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SCHEDULE 3

TRADING IN PGG WRIGHTSON EQUITY SECURITIES (PARAGRAPH 6)

Note: this is for the six month period from 28 July 2010 to 28 January 2011.
No securities in PGG Wrightson were acquired or disposed of by a current director or senior officer of PGG Wrightson or their associates,
during the six month period before 28 January 2011.
Substantial Security Holders
NAME

NUMBER OF EQUITY
DESIGNATION OF
SECURITIES
EQUITY SECURITY
				

ACQUISITION OR
CONSIDERATION PER
DISPOSAL
EQUITY SECURITY
(WEIGHTED AVERAGE IN $)

DATE

AMP Capital Investors

453,500

Ordinary shares

Disposal

0.554

3/08/2010

(New Zealand) Limited*

452,300

Ordinary shares

Disposal

0.57

10/08/2010

225,000

Ordinary shares

Disposal

0.542

17/08/2010

450,500

Ordinary shares

Acquisition

0.5657

03/09/2010

190,900

Ordinary shares

Acquisition

0.5681

07/09/2010

480,200

Ordinary shares

Acquisition

0.57

07/09/2010

480,200

Ordinary shares

Disposal

0.57

07/09/2010

14,000

Ordinary shares

Disposal

0.59

21/09/2010

276,900

Ordinary shares

Disposal

0.5629

28/09/2010

228,200

Ordinary shares

Disposal

0.5629

29/09/2010

200,000

Ordinary shares

Disposal

0.575

11/10/2010

900

Ordinary shares

Disposal

0.56

14/10/2010

4,000

Ordinary shares

Disposal

0.55

28/10/2010

25,000

Ordinary shares

Disposal

0.54

02/11/2010

273,000

Ordinary shares

Disposal

0.53

03/11/2010

1,300

Ordinary shares

Acquisition

0.53

08/11/2010

267,000

Ordinary shares

Disposal

0.53

08/11/2010

118,600

Ordinary shares

Disposal

0.49

17/11/2010

5,300

Ordinary shares

Disposal

0.48

22/11/2010

300,000

Ordinary shares

Disposal

0.47

29/11/2010

3,000

Ordinary shares

Disposal

0.46

29/11/2010

218,354

Ordinary shares

Disposal

0.48

15/12/2010

11,130

Ordinary shares

Disposal

0.48

15/12/2010

147,122

Ordinary shares

Disposal

0.48

15/12/2010

7,800

Ordinary shares

Disposal

0.48

15/12/2010

115,594

Ordinary shares

Disposal

0.48

15/12/2010

1,779,798

Ordinary shares

Disposal

0.48

15/12/2010

18,327

Ordinary shares

Disposal

0.48

15/12/2010

559,431

Ordinary shares

Disposal

0.48

15/12/2010

41,450

Ordinary shares

Disposal

0.48

15/12/2010

2,017,135

Ordinary shares

Disposal

0.48

15/12/2010

7,200

Ordinary shares

Acquisition

0.47

21/12/2010

7,200

Ordinary shares

Disposal

0.47

21/12/2010

Notes:
In addition, on 26 January 2011 Pyne Gould Corporation Limited accepted the offer in respect of all of its 138,827,080 shares.
To the best of PGG Wrightson’s knowledge, no other person holding or controlling 5% or more of a class of equity securities, has acquired or disposed of
any equity securities in PGG Wrightson during the period to which this schedule relates.
This information is taken from substantial security holder records and notices filed with PGG Wrightson and NZSX as at 28 January 2011,
PGG Wrightson’s share register as at 28 January 2011, and acquisition/disposal enquiries from 28 July 2010 to 28 January 2011 made of AMP Capital
Investors (New Zealand) Limited.
*

AMP Capital Investors (New Zealand) Limited is a nominee company and does not have a beneficial interest in these shares. It holds the shares for
underlying beneficial owners, none of whom individually qualify as a substantial security holder.
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Overview
Agria (Singapore) Pte Limited has made a partial offer at $0.60 per share for 38.3% of the shares in PGG
Wrightson Limited that it does not already own, to take Agria’s total shareholding in PGG Wrightson to
50.01%. The Offer is open for acceptance until 15 April 2011 and may only be extended to 24 April 2011 at
the latest.

The Agria Offer price is within Grant Samuel’s assessment of the value of PGG Wrightson of NZ$0.53 to
NZ$0.65 per share and represents a premium of 18.3% over the volume weighted average price for the 30
trading days prior to the announcement of the Offer. The share price was at a historical low when the
Offer was made and, on the surface, may appear opportunistic.

The $0.60 Offer price was the outcome of a negotiation between Pyne Gould Corporation Limited (an
18.3% shareholder in PGG Wrightson) and Agria and in Grant Samuel’s opinion is reflective of PGG
Wrightson’s poor current earnings performance. Pyne Gould Corporation has expressed its desire to exit
its 18.3% shareholding in PGG Wrightson in its entirety and has entered into a pre-bid agreement with
Agria under which Pyne Gould Corporation has accepted its entire shareholding into the Agria Offer.

Agria has provided little detail regarding its intentions for PGG Wrightson if its partial Offer is successful.
By accepting for all or part of their shareholding minority shareholders are effectively approving Agria to
become a controlling shareholder in PGG Wrightson with little information on which to base this decision
other than the Offer price for the shares. On the other hand if the Agria Offer were successful this would
bring some stability to the PGG Wrightson share register from a committed investor who wishes to
address the underperformance of PGG Wrightson to the benefit of all shareholders.

If the Agria Offer is successful Agria will control PGG Wrightson in all material respects on matters
requiring resolutions of the Board of Directors or the passing of ordinary shareholder resolutions.
However, Agria will be prohibited from voting on any resolutions relating to an increase in its own
shareholding or a material transaction to which it is party.

A partial Offer means that shareholders who accept the Offer for more than 38.3% of their shareholding in
PGG Wrightson will, in all likelihood, have their acceptances scaled back and will almost certainly be left
with an investment in PGG Wrightson if the Offer is successful.

If the Offer is unsuccessful Agria will acquire no further shares in PGG Wrightson and will remain as a
19.01% shareholder for the time being.

The independent directors of PGG Wrightson have received an approach from another party who has
indicated an interest in making a full takeover offer for 100% of the shares in PGG Wrightson.

The

potential new bidder is currently undertaking due diligence on PGG Wrightson and may or may not make a
takeover offer for PGG Wrightson prior to the close of the Agria Offer.

Grant Samuel strongly

recommends that PGG Wrightson shareholders wait until close to the end of the Agria Offer period of 15
April 2011 before deciding whether or not to accept the Agria Offer. Any new bid may or may not be more
advantageous to PGG Wrightson shareholders than the existing Agria Offer.

PGW will keep shareholders informed about the status of any potential offers in advance of the closing
date of the Agria Offer.
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Glossary
Glossary
Term

Definition

ADRs

American Depositary Receipts

Agria

Agria (Singapore) Pte Limited

The Agria Offer or the Offer

Partial Takeover Offer from Agria for an additional 31% of the issued shares in PGW

CNAAS

China National Academy of Agricultural Sciences

CRNs

Convertible Redeemable Notes

Ganxin

Wuwei Ganxin Seeds Company Limited

IPO

Initial Public Offering

Mr Lai

Agria’s Chairman, Mr Guanglin (Alan) Lai

MAF

Ministry for Agriculture and Forestry

NAIT

National Animal Identification and Tracing Bill

New Hope

New Hope Group Co. Ltd

NYSE

New York Stock Exchange

NZDX

New Zealand Debt Market

NZFSU

NZ Farming Systems Uruguay Limited

P3A

Primalights III Modern Agriculture Development Co. Limited

PGC

Pyne Gould Corporation Limited

PGG

Pyne Gould Guinness Limited

PGW

PGG Wrightson Limited

PwC

PricewaterhouseCoopers

PWF

PGG Wrightson Finance Limited

RPI

Rural Portfolio Investments Limited

SEC

Securities and Exchange Commission

SFF

Silver Fern Farms Limited

SONZAF

Situation and Outlook for New Zealand Agriculture and Forestry

VWAP

Volume weighted average share price

Mr Xue

Agria’s former Chief Operating Officer, Mr Frank Xue

Zhongnong

Zhongnong Seed Industry Co. Ltd
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1. Terms of the Offer
1.1

Background
On 24 December 2010 Agria (Singapore) Pte Limited (Agria) gave notice of its intention to make a partial
takeover offer for an additional 31% of the issued shares in PGG Wrightson Limited (PGW) (the Agria
Offer or the Offer). Agria already owns 19.01% of PGW and accordingly, the Offer is for 38.3% of the
shares in PGW not already owned by Agria. If the Offer is successful Agria will hold 50.01% of PGW.
Agria has indicated that it does not, at present, intend to acquire more than 50.01% of PGW if the Offer is
successful. Agria has also announced that it has committed not to make a further takeover offer at a
higher price at any time in the next 12 months.
Agria is owned by Agria Asia Investments Limited (a company incorporated in the British Virgin Islands).
Agria Investments Limited is part of the wider Agria Corporation of China.
In November 2009 Agria acquired a 13% shareholding in PGW for $36.2 million through a placement of
41.1 million shares at $0.88 per share. The stated intention of both PGW and Agria at this time was for
Agria’s shareholding to increase over time. Agria also participated in the subsequent PGW rights issue by
exercising its entitlement to PGW shares and acquiring additional rights to shares from Rural Portfolio
Investments Limited (RPI). The effect of Agria’s participation in the rights issue and subsequent purchase
of rights from RPI was to take its shareholding in PGW from 13% to the 19.01% it currently holds.
In January 2010, Agria (via a subsidiary) also invested US$25 million (approximately NZ$33.8 million) in
convertible redeemable notes (CRNs) in PGW. The CRNs are convertible at PGW’s election into PGW
shares, or redeemable at PGW’s election in which case Agria has the option to select redemption by way
of either shares in PGG Wrightson Finance Limited (PWF) or cash. The terms of the CRNs are discussed
in further detail at Section 5 of this report.
Both the placement and the rights issue were components of PGW’s capital raising in 2009/2010 which
saw the company repay approximately $207 million of bank debt over that period and increase the
number of shares on issue by 140%.
Funding the Offer
In the event the Agria Offer is declared unconditional, Agria Corporation (the ultimate parent company of
Agria), Agria and New Hope Group Co. Ltd (New Hope) have entered into a Subscription Agreement
under which each of Agria Corporation and New Hope agree to subscribe for shares in Agria, either
directly or indirectly, through another company in the Agria group as follows:


Agria Corporation, a minimum of US$55 million (c. NZ$73 million); and



New Hope US$20 million (c. NZ$26 million).

The balance of funds required (c. NZ$40 million) to enable Agria to fund the settlement of the Offer (of
approximately NZ$141 million) are to be provided by a loan facility from Agria’s financiers. New Hope’s
contribution cost of US$20 million will represent approximately 10% of the total of Agria’s investment in
PGW if the Offer is successful.
Agria and New Hope are described in detail at Section 5 of this report.
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1.2

Details of the Agria Offer
The Offer price is $0.60 per share in cash. The Offer closes at 5pm on 15 April 2011 unless extended by
Agria. Shareholders can elect what proportion, if any, of their shares they wish to accept into the Agria
Offer. If Agria receives acceptances in respect of more than 38.3% of PGW shares on issue not already
held by Agria then the number of shares acquired by Agria will be calculated as follows:
Step 1
Agria will first acquire the lesser of:
a.

38.3% of each accepting shareholder’s shares in PGW; or

b.

the number of shares the accepting shareholder has accepted into the Agria Offer.

Step 2
In the event that the total number of shares acquired by Agria in Step 1 is less than 38.3% of the total
shares of PGW not already held by Agria (ie: 31% of the total shares on issue), then Agria will acquire
additional shares from shareholders who have accepted more than 38.3% of their total PGW
shareholding into the Offer (Additional Acceptances). The number of additional shares acquired out of
the Additional Acceptances in Step 2 will depend on two things:


how many additional shares Agria requires; and



how many Additional Acceptances have been made into the Offer.

The number of additional shares acquired in Step 2 will be pro-rated equally across the Additional
Acceptances. Further detail on the mechanics of these scaling provisions can be found in Section 7.2 of
this report.
If Agria receives acceptances for less than 38.3% of the shares in PGW it does not already own, the Agria
Offer will lapse and Agria will not be able to acquire any additional shares under the current Offer. The
50.01% is a clear threshold under the Offer, and acceptances must be sufficient to take Agria to this
threshold for any shares to be acquired.
Conditions of the Offer
The Offer is conditional upon:


Agria receiving sufficient acceptances to take its total shareholding in PGW to 50.01% (the minimum
acceptance condition);



Agria obtaining the necessary consents and clearances under the Overseas Investment Act (2005);



Agria and / or any of its shareholders or financiers obtaining on an unconditional basis all necessary
approvals and consents from the Chinese regulatory authorities to complete the Offer;



the NZX50 Index (Gross) not having closed below 3,000.4 for a period of three or more consecutive
trading days since 23 December 2010 until the Offer is declared unconditional; and



other terms and conditions standard for an offer of this nature.

Agria may waive certain conditions that are within its discretion. The 50.01% minimum acceptance
condition cannot be waived as it is required by the Takeovers Code.

6
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The last date on which Agria can declare the Offer unconditional is 15 April 2011, unless the Offer is
extended1. If the Agria Offer has not been declared unconditional by this date the Agria Offer will lapse
and Agria will not acquire any shares that have been accepted into the Offer.
Pre-bid Agreement
Pyne Gould Corporation Limited (PGC) entered into a pre-bid agreement with Agria (prior to Agria making
its Offer), in which it has undertaken to irrevocably accept the Offer for its 18.3% shareholding in PGW.
That acceptance is subject to the scaling provisions and calculations above that may be required
depending on acceptance levels to the Agria Offer. If the Offer is successful it is almost certain that PGC
will retain a portion of its 18.3% holding due to the scaling provisions of the Takeovers Code.
Potential new bidder
The independent directors of PGW have received an approach from another party who has indicated an
interest in making a full takeover offer for 100% of the shares in PGW. PGW has granted this potential
new bidder the opportunity to undertake due diligence and expects that the potential new bidder’s due
diligence will be completed well before the Agria Offer closes. At this time there is no certainty that
another bid will be forthcoming or indeed at what price, and on what terms and conditions, any such offer
would be made. Agria’s existing shareholding of 19.01% may pose an impediment to a full offer,
although any full takeover offer may be conditional on acquiring a lesser percentage of PGW. The Agria
Offer does not close until 15 April 2011. Shareholders should take no action in respect of the Agria Offer
until close to the date on which the Agria Offer closes. PGW will keep shareholders informed about the
status of any potential offers in advance of the closing date of the Agria Offer.
1.3

Requirements of the Takeovers Code
The Takeovers Code came into effect on 1 July 2001, replacing the New Zealand Stock Exchange Listing
Rules and the Companies Amendment Act 1963 requirements governing the conduct of company
takeover activity in New Zealand. The Takeovers Code seeks to ensure that all shareholders are treated
equally and on the basis of proper disclosure are able to make informed decisions on shareholding
transactions that may impact on their own holdings.
PGW is a Code Company for the purposes of the Takeovers Code. Rule 6 of the Takeovers Code, the
fundamental rule, states that a person (along with its associates) who holds or controls:


no voting rights, or less than 20% of the voting rights, in a code company may not become the
holder or controller of an increased percentage of the voting rights in the code company unless, after
that event, that person and that person's associates hold or control in total not more than 20% of the
voting rights in the code company;



20% or more of the voting rights in a code company may not become the holder or controller of an
increased percentage of the voting rights in the code company.

Rule 7 of the Takeovers Code sets out the exceptions to the fundamental rule. Rule 7 states that a
person may become the holder or controller of an increased percentage of the voting rights in a code
company under the following circumstances:
(a) by an acquisition under a full offer;
(b) by an acquisition under a partial offer;

1

In accordance with the Takeovers Code, Agria may not extend the Offer beyond 24 April 2011
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(c) by an acquisition by the person of voting securities in the code company or in any other body
corporate from one or more other persons if the acquisition has been approved by an ordinary
resolution of the code company in accordance with the code;
(d) by an allotment to the person of voting securities in the code company or in any other body
corporate if the allotment has been approved by an ordinary resolution of the code company in
accordance with the code;
(e) if: (i) the person holds or controls more than 50%, but less than 90%, of the voting rights in the code
company;
(ii) the resulting percentage held by the person does not exceed by more than 5 the lowest
percentage of the total voting rights in the code company held or controlled by the person in the 12month period ending on, and inclusive of, the date of the increase; and
(f)

if the person already holds or controls 90% or more of the voting rights in the code company.

The Takeovers Code specifies the responsibilities and obligations for both Agria and PGW as bidder and
target respectively. PGW’s response to the Agria Offer, known as a target company statement, must
contain the information prescribed in the Second Schedule of the Takeovers Code, and is to include or be
accompanied by an Independent Adviser’s Report (or summary thereof).

8
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2. Scope of the Report
2.1

Purpose of the Report
The Independent Directors of PGW have engaged Grant Samuel & Associates Limited (Grant Samuel) to
prepare an Independent Adviser’s Report to comply with the Takeovers Code in respect of the Agria
Offer. Grant Samuel is independent of PGW and Agria and has no involvement with, or interest in, the
outcome of the Agria Offer.
Rule 21 of the Takeovers Code requires the Independent Adviser to report on the merits of an offer.
The term “merits” has no definition either in the Takeovers Code itself or in any statute dealing with
securities or commercial law in New Zealand. While the Takeovers Code does not prescribe a meaning
of the term “merit”, it suggests that “merits” include both positives and negatives in respect of a
transaction.
A copy of this report will accompany the target company statement to be sent to all PGW shareholders.
This report is for the benefit of the shareholders of PGW other than Agria. The report should not be used
for any purpose other than as an expression of Grant Samuel’s opinion as to the merits of the Offer.

2.2

Basis of Evaluation
Grant Samuel has evaluated the Agria Offer by reviewing the following factors:


the estimated value range of 100% of PGW and the price of the Agria Offer when compared to that
estimated value range;



the likelihood of an alternative offer and alternative transactions that could realise fair value;



the likely market price and liquidity of PGW shares in the absence of the Agria Offer;



any advantages or disadvantages for PGW shareholders of accepting or rejecting the Agria Offer;



the current trading conditions for PGW;



the timing and circumstances surrounding the Offer;



the attractions of PGW’s business; and



the risks of PGW’s business.

Grant Samuel’s opinion is to be considered as a whole. Selecting portions of the analyses or factors
considered by it, without considering all the factors and analyses together, could create a misleading view
of the process underlying the opinion. The preparation of an opinion is a complex process and is not
necessarily susceptible to partial analysis or summary.
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3. Overview of the Agriculture Sector
3.1

Overview
The New Zealand economy is heavily dependent on agriculture and the primary sector. The global
financial crisis significantly affected the sector with a downturn in commodity prices and a period of
sustained high New Zealand dollar exchange rates impacting farm gate returns. Commodity prices have
since improved significantly.
The agriculture sector is served by a number of rural supplies companies and cooperatives that operate
networks of stores across New Zealand retailing (among other things) animal health products, crop
protection solutions, pasture management products, fertiliser, clothing and fencing. These include entities
such as PGW, RD1, Farmlands, CRT, Elders and Allied Farmers. The estimated average spend per farm
on rural supplies is more than $130,000 per annum2. The rural services sector is fragmented and
oversupplied. There is little product differentiation between rural supplies merchants and customers
generally purchase based on price and convenience (location). As a result the industry is highly
competitive and exhibits low margins. Fixed costs are typically high as the majority of rural supplies
companies / cooperatives operate a network of retail stores. In addition the market is highly seasonal
with the majority of purchases occurring predominately in spring / summer.
The performance of the rural services sector is strongly correlated with farm profitability, that is, the
performance of the agricultural industry in general. The key sectors of New Zealand’s agriculture industry
are outlined below:
Dairy
New Zealand is the largest dairy exporter in the world producing 2.2% of the world’s total milk
production, the equivalent of 15 billion litres of milk. New Zealand’s dairy product exports account for
more than $10 billion3 or approximately 40% of New Zealand’s agricultural and forestry exports and
approximately 5% of New Zealand’s GDP. Dairy is New Zealand’s largest export product or commodity
group. According to the Ministry for Agriculture and Forestry (MAF) New Zealand dairy products were
exported to 151 countries with key markets in China, USA, Japan and the EU. Approximately 72% of
exports by value are to developing countries.
Since 2003 Fonterra’s dairy payout has risen from $3.63 per kilogram of milk solids to a peak of $7.90 for
the 2007/08 season and a forecast payout of between $7.30 and $7.40 for the 2010/11 season.
Statistics New Zealand estimates that the total dairy herd in New Zealand has doubled since 1979 to
approximately 6 million as at 30 June 2010. New Zealand’s key competitive advantage is its low cost
feed year round. Only 10% of dairy cows in the world have pasture as a major component of their feed
with other, more expensive feeds comprising hay, silage and grains.
Dairy prices have been volatile over recent years but have recently shown strong gains:

2

PGW management estimates

3

Statistics New Zealand “Overseas Merchandise Trade: November 2010”, 10 January 2011
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The outlook for dairy has improved steadily since September 2009 with commodity prices stabilising and
an increase in international demand from emerging markets. MAF anticipates that milk prices for the
2011 season and beyond will be favourable but the extent of any increase will depend on the degree to
which the New Zealand dollar depreciates. MAF has also projected dairy industry earnings to reach
$15.7 billion for the year ending 30 June 20144. Over the long run it is likely that demand from developing
countries for dairy products will be, in part, offset by expanding domestic production in those markets.
Red meat
Meat remains a very important component of the New Zealand economy and is New Zealand’s second
largest export category, worth $5 billion in the year to 30 November 2010, or approximately 11% of the
country’s total exports.
New Zealand’s most established and important meat export channels are to the UK, Europe and the US.
Exports to these markets and others are subject to tariff and quota restrictions. The EU is the main
destination for exported New Zealand sheep and lamb meat, and the US is the main destination for beef.
Japan, Korea and Canada are becoming increasingly important markets for New Zealand meat.
In the year to 30 June 2010 New Zealand’s number of beef cattle decreased to an estimated 3.9 million,
the first time since 1966 that the national beef herd has been estimated below 4 million. The estimated
number of sheep was 32.5 million at 30 June 2010, less than half the 70 million peak recorded in 1982.
Deer numbers were relatively constant at an estimated 1.1 million5, following several years of decline. A
key issue facing the meat industry is a decline in the profitability of sheep and beef farms when compared
to the comparatively high profits from dairying, resulting in a significant number of dairy conversions being
undertaken, particularly in the South Island.
International lamb prices have been strong and are expected to remain high, and prices for New Zealand
beef in the US have stabilised, however the strengthening of the New Zealand dollar has offset
improvements in farm gate returns.
4

Ministry for Agriculture and Forestry, “Situation and Outlook for New Zealand Agriculture and Forestry” (SONZAF), June 2010

5

Statistics New Zealand, “Agricultural Production Statistics: June 2010”, 17 December 2010
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The outlook for New Zealand beef is challenging. Demand has declined as consumers favour lower-cost
alternatives in the global economic downturn. Competition from Australia and the US is expected to be
strong. However, beef prices in November 2010 were almost 50% above 2009.
Lamb prices are forecast to improve due to relatively low stock numbers worldwide combined with
increased demand from developing economies. The lambing percentage for spring 2010 was down 12%
due to cold weather in some locations, particularly the South Island. Lamb prices as at November 2010
were up 11% on the previous corresponding period.
Wool
New Zealand produces approximately 45% of the world’s carpet wool and 30% of the world’s strong
wool for application in bedding and upholstery. Approximately 129,000 tonnes were estimated to be
exported in the 12 months to 30 June 20106, predominately to Asia and Western Europe. China is a key
driver of demand and imported 26% of New Zealand’s strong wool in the year to 30 June 20097. Strong
wool exports depend on the global demand for carpet and upholstery, which has been weak following the
global financial crisis but is showing signs of recovery. Very little wool is processed in New Zealand with
85% being exported for further production.
Wool export prices are exhibiting signs of increase due to the low levels of stock being held and strong
demand from China and the Middle East.
Viticulture
th

New Zealand wine is the 9 largest export category by value8. Overall the industry contributes
approximately $1.5 billion to New Zealand’s GDP9 and employs approximately 6,000 people as well as a
significant number of seasonal workers during the pruning and harvest periods. Exports account for
more than 60% of total sales by volume, of which more than 80% is Sauvignon Blanc and just over 6% is
Pinot Noir. In the year ended 30 June 2010 New Zealand exported more than 145 million litres valued at
approximately $1.1 billion10.
Over the last 2 years the impact of the global financial crisis, a sustained high New Zealand dollar
exchange rate and oversupply / overproduction have had a significant negative impact on prices for New
Zealand wine both domestically and internationally. Much of the recent export growth in New Zealand
has been driven by bulk wine exports which command significantly lower prices, often below the cost of
production.
The current oversupply of grapes has forced grape prices to unsustainably low levels. The vast majority
of vineyard owners and grape growers cannot continue to produce grapes at current prices which, for
many, do not cover the cost of production. Grape growers have been reluctant to voluntarily disestablish
their vineyards and the national grape harvest continues to grow. If grape prices do not improve over the
next two or three years it is likely that growers will be forced to sell their vineyards or put their land to
alternate use.

6

Ministry for Agriculture and Forestry, “SONZAF”, June 2010

7

ibid

8

Statistics New Zealand “Overseas Merchandise Trade: November 2010”, 10 January 2011

9

“Economic impact of the New Zealand wine industry – An NZIER report to New Zealand Winegrowers”, April 2009

10

Ministry for Agriculture and Forestry, ”SONZAF”, June 2010
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Horticulture
New Zealand’s horticultural sector is dominated by the kiwifruit industry, which generated export returns
in excess of $1 billion for the first time in the year to 31 March 201011. The national orchard is
approximately 13,250 hectares with more than 80% of the orchard located in the Bay of Plenty. Although
there was concern regarding the outbreak of Pseudomonas Syringae PV Actinidiae (PSA) virus in the
kiwifruit industry, the suspected outbreak appears to have been contained and is not expected to
significantly impact on fruit volumes for the 2011 year.
Pipfruit is another large sub-category of New Zealand’s horticulture industry. Earnings in the pipfruit
industry have been variable over the last 5 years with export prices to Asian markets in 2009 remaining
high but being offset by exports to larger European markets which experienced a reduction in prices of up
to 30% for the same period. Export volumes for pipfruit have stabilised at around 16 million cartons per
annum with Braeburn and Royal Gala apples accounting for more than 65% of total export volume for the
year to 31 December 2009 (down from 75% in 2005)12. Pipfruit New Zealand is forecasting the current
season’s export apple crop to be up about 20% on last year as a result of more favourable growing
conditions than in 2009 – 2010 when rain and hail caused significant damage.
Market conditions for the horticulture industry are mixed. The kiwifruit industry is expecting similar
volumes and similar returns for the next couple of seasons. Prices for New Zealand apples in Europe are
likely to remain relatively low with industry focus turning to more profitable markets including Asia, the
Middle East and the US.
3.2

Outlook
MAF expects conditions in the agriculture industry to improve particularly in dairy where farmers are
expecting an increased Fonterra payout for the forthcoming season. The outlook for meat and
horticulture is mixed. Commodity prices have tended to increase in line with improvements in the global
economic outlook:
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The extent to which farmers benefit from any uplift in commodity prices will depend on the relative
strength of the New Zealand dollar when compared with its major trading partners’ currencies.
The world’s demand for food is increasing as a result of population expansion and economic growth.
The ability of the world’s farmers to meet this demand is limited by the availability of land and water.
Long-term forecasts for world food prices remain strong. Dairy is forecast to outperform the red meat
sector for the foreseeable future.
Overall the outlook for the rural sector is more positive than for a number of years which bodes well for
PGW’s core AgriServices and AgriTech businesses. The challenge for management is to ensure PGW
benefits from an increase in rural incomes and regains lost market share.

14
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4. Profile of PGW
4.1

Background
PGW was formed in October 2005 from the merger of listed rural services companies Pyne Gould
Guinness Limited (PGG) and Wrightson Limited. Both PGG and Wrightson had long histories in New
Zealand, dating back to 1851 and 1841 respectively.
To effect the merger PGG issued new shares to Wrightson shareholders. At an operational level the
merger resulted in a substantial rationalisation of assets with 17 South Island rural services stores
merged, a major re-branding exercise and the closure of the Wrightson corporate office in Wellington.
PGW – Important Events since Merger of PGG and Wrightson
Share Price

Date

Event

$2.15

Oct 2005

PGG and Wrightson merge to form PGW

$1.64

Nov 2006

PGW announces that subsidiary company NZ Farming Systems Uruguay Limited (NZFSU)
will seek to raise up to $150 million to purchase and develop farms in Uruguay

$2.14

May 2008

PGW announces agreement to combine the majority of its wool business with a new
grower co-operative Wool Grower Holdings

$2.60

June 2008

PGW and Silver Fern Farms (SFF) announce a partnership proposal whereby PGW would
purchase a 50% shareholding in SFF

$1.75

Nov 2008

PGW announces partnership with SFF will not proceed

$0.79

Aug 2009

PGW announces a loss of for the year ended 30 June 2009 of $66.4 million which
includes a write down of investment in NZFSU of $39.2 million and SFF settlement and
due diligence costs of $49.6 million partially offset by a gain of $17.6 million from sale of
wool business into a joint venture.

$0.64

Nov 2009

Announcement of a $180.7 million rights issue

$0.67

Nov 2009

Announcement of a placement of 41.1 million shares to Agria at $0.88 cents per share

$0.60

Dec 2009

Successful completion of capital raising and repayment of bank debt of $207 million

$0.50

July 2010

PGW enters into lock-up agreement with Olam to sell PGW’s 11.5% stake in NZFSU

$0.56

Dec 2010

Agria gives notice of partial takeover at $0.60 per share

and issue of $32.5 million of CRNs to Agria

In June 2010 PGW restructured its operations in to two major business divisions:

AgriServices

AgriTech



Merchandising



Livestock



Insurance



Real Estate



Irrigation and pumping



PGG Wrightson Finance



Seeds



Nutrition



Grain

Today PGW is New Zealand’s leading provider of agricultural services to growers, farmers and
processors in New Zealand and internationally. PGW employs more than 2,100 people and had annual
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revenue for the year to 30 June 2010 of $1.2 billion. In a recent development, PGW has announced that
George Gould will be appointed as Group Managing Director of PGW effective 1 February 2011. George
Gould will resign from his position on the board of PGC prior to taking up his position as Managing
Director of PGW.
Since late 2009 PGW’s governance structure has changed significantly and the business has been
restructured. Several new appointments to the Board have taken place as a result of Agria’s cornerstone
investment in PGW, as well as from former Board members stepping down and being replaced. Over the
same period PGW’s Managing Director (Tim Miles), General Manager Transformation and Strategy (Jason
Dale), and Chief Executive Officer (Barry Brook) have either resigned or retired.
4.2

AgriServices
PGW’s AgriServices division focuses on the end customer and PGW’s distribution network. The
AgriServices division provides standard agricultural products and services to New Zealand customers and
international distributors. The core focus is on delivery efficiency and cost management with relatively
tight margins and strong earnings dependent on high volume turnover.
The AgriServices division
includes the following products and services:
Merchandising
PGW operates a network of 96 stores under the PGG Wrightson and Fruitfed Supplies brands providing a
range of products from animal health and nutrition, grain, seed and chemicals to clothing, fuel, fencing,
machinery and leisure goods. Approximately 60% of the Merchandising business unit’s revenues are
generated in the first half of the financial year (June to December).
Despite an uplift in the forecast Fonterra payout for this season and relatively stable returns for sheep and
beef farmers, a substantial portion of farmer discretionary spending has been diverted towards retiring
debt and as a result the trading performance of the Merchandising business unit has been flat (compared
to last year) for the first half of the 2011 financial year.
Fruitfed Supplies has also been affected with a high New Zealand dollar impacting returns for the
horticulture industry and the wine industry continuing to suffer reduced returns due to the current
oversupply of grapes.
Livestock
PGW’s livestock business comprises New Zealand’s largest group of livestock representatives (more than
250 in total) managing a variety of relationships between farmers, meat processors, livestock exporters
and stud-stock breeders and buyers. PGW’s livestock representatives also facilitate the buying and
selling of livestock on behalf of clients (at auction or privately on-farm), and provide advice in relation to
livestock genetics, stocking and animal evaluation, valuation and selling and buying strategies. Livestock
volumes peak between March and May as farmers restock in preparation for the forthcoming season.
PGW handles more than half of the farmer-to-farmer livestock transactions in New Zealand with
competition primarily from farmers dealing directly with meat processors and from a number of
regionalised livestock companies.
The introduction of the National Animal Identification and Tracing Bill (NAIT) will likely impact on PGW’s
requirement for stock agents, with stock data expected to be widely available electronically following
NAIT’s introduction. In addition, the costs of complying with NAIT will require PGW to invest in its
stockyards. A potential outcome of these compliance costs is that many smaller stockyard operators
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may not be in a position to fund the required investment, thereby further strengthening PGW’s already
strong position.
PGW also contract exports dairy heifers and other livestock into international markets including South
East Asia, China and Mexico.
Insurance
PGW offers a range of specialised insurance products delivered in conjunction with New Zealand
insurance broker, AON. Insurance products include farm insurance, domestic insurance, livestock
insurance, crop insurance and business insurance.
Real Estate
Complementary to its other AgriServices businesses, PGW operates a national rural real estate business
conducted through a team of sales representatives with specialised knowledge of the rural property
market.
The rural real estate market is fragmented, however both PGW and Bayleys hold strong competitive
positions. Very few rural properties changed hands during 2010 and in the current market environment
the core focus of the Real Estate has been to reduce its overheads.
Irrigation and Pumping
Irrigation and Pumping is an integrated irrigation business including system design, construction and
service with a primary focus on the design and installation of “turnkey” irrigation and pumping projects for
arable, pastoral and dairy platforms. Irrigation projects are largely dependent on the viability of dairy
conversions and the availability of water.
Other AgriServices
PGW has several other investments, advances and ventures which are grouped under the AgriServices
division including:


Wool Partners International (40% voting rights) – the future of this business is currently being
explored via the establishment of the Wool Partners Co-operative;



The New Zealand Merino Company (50% ownership); and



Agriculture NZ – New Zealand’s largest nationwide agricultural and horticultural training provider
generally funded by the Tertiary Education Commission, Work and Income New Zealand and the
Agriculture ITO with more than 1,400 enrolled students each year.

PGG Wrightson Finance
PWF is a non-bank specialist rural finance company offering a range of financial products and services
including term loans, seasonal finance, livestock, wool, crop and farm input advances. As at 30 June
2010 PWF had $550 million of assets. Approximately 71% of PWF’s lending is to farming businesses
within the South Island and 29% in the North Island. The following charts depict PWF’s loan assets by
type and by sector as at 30 June 2010:
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PWF - Assets by Loan Type!

PWF - Assets by Sector!
Other 6%!
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Funding
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PWF requires security for all new lending. As at 30 June 2010 99% of its loans were secured, 93% of
which were secured by a first-ranking security. PWF has no related party lending.
The finance business is funded by an ongoing retail deposit programme, an existing New Zealand Debt
Market (NZDX) bond issue, wholesale bank funding and equity from PGW. Reinvestment rates in PWF’s
Secured Deposits have averaged in excess of 80% for the last 6 months. PWF’s Secured Deposits have
the benefit of the Crown retail deposit guarantee that expires on 31 December 2011.
On 17 February 2010 PWF received a credit rating of BB (stable) from Standard & Poors. A brief financial
profile of PWF is outlined below:
PWF Financial Profile ($ millions)
Year end 30 June

2008

2009

2010

Net interest income

15.4

18.9

28.4

Net interest margin

8.5

10.3

13.3

Net operating profit / (loss) after tax

5.8

7.8

8.9

Operating Cash Flow

5.5

14.2

20.6

Total Assets

507.5

575.5

549.7

Total Liabilities

453.6

508.7

449.3

53.9

66.8

100.4

Net Assets

Source: Annual Reports

4.3

AgriTech
The AgriTech division incorporates the following:
Seeds
PGW’s Seed business is the largest Southern Hemisphere supplier of commodity and proprietary forage
seed predominately to New Zealand, Australia, South America and various international markets. PGW’s
seed product range includes grass seeds, seed treatment products, forage legumes, forage brassicas,
herb seeds, pea seeds and turf seeds. PGW is a market leader in New Zealand in forage, brassicas and
turf, in Australia in proprietary and commodity forage products and a strong presence in South America
through various investments in Uruguay, Argentina and Brazil.
PGW’s seed products are focused on improving overall farm productivity and performance. On average
New Zealand farmers re-pasture every 20 years. Management estimates that optimal pasture
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productivity could be achieved if New Zealand farmers moved to a 10 year re-pasturing cycle. The
business is also involved in the turf seeds market in New Zealand and Australia for application in sports
grounds, parks and lawns. In November 2010 PGW completed the acquisition of the assets of Keith
Seeds Pty Limited – an Australian pasture seed, food grade pulse (peas, beans, lentils) producer and
seed processing and cleaning business based in South Australia.
The Seeds division is supported by a strong research base and commercialises new products through
internal research and development, breeding and evaluation programmes and joint venture research
partnerships.
The seeds business has a number of proprietary seeds that provide superior margins. In addition it has a
large number of new cultivars in development. It is likely that PGW’s substantial seed business is the
primary attraction to Agria.
Nutrition
The Nutrition business (Agri-Feeds) is a leading importer and wholesaler of liquid animal feeds based on
sugar cane molasses. Agri-Feeds also manufactures and supplies products for treating facial eczema in
livestock.
Grain
PGW’s Grain business is New Zealand’s largest domestic grain brokerage and marketing service. The
business specialises in the supply of cereal seeds to arable farmers together with crop drying and storage
activities in maize in the North Island and grain brokerage services throughout New Zealand. Key product
categories include feed wheat, milling wheat, malting barley, feed barley, maize and proprietary cereals.
The Grain division has strong relationships with growers via a network of field representatives throughout
key cropping areas.
Segmental performance
The chart below shows each business segment’s contribution to PGW’s external revenues and EBITDA
during the 2010 financial year:
PGW - EBITDA contribution by segment!

PGW - Revenue by Segment!

55,000 !
45,000 !
35,000 !
25,000 !
15,000 !

es
!
Ag
riT
ec
h!
Co
rp
or
at
e!

F!
er

vic

PW

st
oc

gr
iS
rA
th
e
O

Livestock!
7%!

M

er
ch

an

(15,000)!

Other
AgriServ PWF!
6%!
5%!

di

sin

g!

(5,000)!

k!

5,000 !

ve

AgriTech!
37%!

Li

Merchandi
sing!
45%!

EBITDA ($000s)!

4.4

The total revenue contribution of the AgriServices division for the year to 30 June 2010 was 63%
compared with 37% for AgriTech. However AgriServices provides only 45% of group EBITDA compared
with AgriTech’s 55% contribution.

19

PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011

41

4.5

Financial Performance
The financial performance of PGW for the years ended 30 June 2008, 2009 and 2010, and
management’s forecast for the year ending 30 June 2011, are shown in the table below:
PGW Financial Performance (NZ$000)
Year end 30 June
Sales

Note
1

Cost of sales
Gross profit

2008

2009

2010

2011F

1,179,056

1,280,503

1,151,082

1,231,502

(892,246)

(977,130)

(857,523)

(934,473)

286,812

303,374

293,559

297,029

2

24%

24%

26%

24%

301

95

21

-

Employee benefits expense

3

(117,997)

(122,261)

(119,504)

(125,142)

Research and development

4

(1,965)

(2,988)

(3,630)

(5,514)

(82,869)

(97,033)

(99,961)

(105,477)

84,282

81,092

70,464

60,897

Gross margin
Other income

Other operating expenses
EBITDA

5

Depreciation and amortisation

(6,062)

(6,351)

(7,255)

(7,966)

EBIT

77,811

74,741

63,209

52,930

Equity accounted earnings of associates

6

831

(1,380)

1,959

Non-operating items

7

22,145

(55,595)

(7,983)

Fair value adjustments

8

17,707

(42,837)

4,047

Net interest and finance costs

(22,606)

(31,376)

(36,462)

Income tax expense

(22,308)

(13,136)

(10,428)

73,580

(69,583)

14,342

2,561

(7,890)

(971)

76,141

(77,473)

13,371

-

-

647

76,141

(77,473)

12,724

Profit from continuing operations
Profit / (loss) from discontinued operations

9

Profit for the year
Attributable to non-controlling interests
Attributable to PGW shareholders

10

The table above should be read in conjunction with the following notes:
1.

PGW’s revenues have fluctuated since 2008 with 2010 and 2011 being impacted by weak sales for
the Merchandising division in particular which experienced a revenue decline of approximately 19%
in 2010. This was driven by the trend of a diversion of farmer’s discretionary spending towards
debt repayment and by strong competition in the seed, Agchem and fertiliser categories. Revenues
for the Merchandising division are projected to be flat for the 2011 financial year (year on year),
although Management are projecting some growth in revenues for AgriServices, primarily in relation
to higher export and domestic livestock sales;

2.

PGW’s margins have remained relatively constant largely due to its diverse portfolio of businesses
that insulate the overall performance from fluctuations in specific business unit margin variations;

3.

employee salary and wage costs are projected to increase to more than $125 million in 2011, in
part due to increases in salary levels in AgriTech and the establishment of a new regional structure
in AgriServices;

4.

forecast research and development expenses for 2011 appear higher than in 2010 but this is largely
due to the consolidation of Grasslands Innovation in the 2011 year (previously accounted for as an
associate);
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5.

EBITDA for the 2010 year was adversely affected by the poor performance of the Merchandising,
Real Estate and Irrigation and Pumping divisions. The projected EBITDA for the 2011 year is more
than $9.5 million lower than that achieved in 2010. The change in projected EBITDA from 2010 to
projected 2011 can be attributed to:


loss of management fee income from NZFSU due to the divestment of the management
contract;



increased loan provisions in PWF; and



a refund under the Crown Guarantee Scheme not being repeated in the current financial year.

6.

equity accounted earnings of associates represents the results of PGW’s share of investments in
Wool Partners International Limited, The New Zealand Merino Company Limited and various other
joint ventures;

7.

non-operating items include costs and actuarial movements associated with PGW’s defined benefit
superannuation plans, unrealised foreign exchange gains and losses, costs associated with due
diligence and settlement of the failed SFF transaction (2009) and capital gains on the sale of
businesses, property, plant and equipment. In 2011 PGW expects to write off $5.5 million of value
attributed to its investment in a farm in Brazil;

8.

fair value adjustments relate to NZ IFRS adjustments to investments and derivatives;

9.

discontinued operations include Fecpak (2010), the Friesian live export business (2009) and
Australian Livestock and Real Estate activities (2009). On 1 July 2008 PGW entered into a
transaction with a new wool growers co-operative, Wool Grower Holdings Limited, to form Wool
Partners International Limited. This joint venture is owned 50% by Wool Grower Holdings Limited
and 50% by PGW. As a result of this transaction PGW classified its wool operation as a
discontinued operation in 2008; and

10. non-controlling interests relate to the minority shareholdings held by third parties in PGW’s
Uruguayan and Argentinean subsidiaries.
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4.6

Financial Position
The financial position of PGW as at 30 June 2008, 2009 and 2010 and 31 December 2010 is outlined in
the table below:
PGW – Balance Sheet (NZ$000)
Year ended 30 June

Note

Cash and cash equivalents
Trade and other receivables
Finance receivables

1

Inventories
Biological assets

2

Other current assets
Current Assets
Property, plant and equipment

2008

2009

2010

26,101

45,999

24,246

31 Dec 2010
35,029

243,158

188,197

208,510

306,124

324,365

412,395

419,857

411,401

175,593

203,766

218,260

201,460
17,462

5,078

3,630

23,029

47,163

25,686

11,164

6,235

821,458

879,673

905,066

977,711

70,221

67,054

77,160

78,432

Intangible assets

3

319,606

340,133

335,506

334,098

Finance receivables

1

182,665

151,726

110,262

80,355

Investments in equity accounted associates

4

3,141

3,268

3,759

4,193

Other investments

5

69,526

92,722

85,378

50,202

4,868

9,570

9,751

10,124

Other non-current assets
Non-current assets
Total assets
Current portion of long-term debt

6

Accounts payable and accruals
Finance current liabilities

1

Other current liabilities
Current liabilities

650,027

664,473

621,816

557,404

1,471,485

1,544,146

1,526,882

1,535,115

174,294

526,540

23,809

93,011

171,858

171,179

226,156

228,167

269,876

249,922

361,292

327,896

26,760

6,802

1,704

2,962

642,788

954,443

612,961

652,036

Long-term debt

6

304,000

-

198,868

132,210

Finance term liabilities

1

42,060

177,724

56,765

91,688

Defined benefit liability

7

18,206

Other non-current liabilities
Non-current liabilities
Total liabilities
Share capital

8

Reserves
Retained earnings
Non-controlling interest
Net assets

9

-

13,680

18,206

2,136

7,378

4,612

5,135

348,196

198,782

278,451

247,239

990,984

1,153,225

891,412

899,275

374,508

408,850

640,174

640,174

33,747

24,286

16,762

17,062

72,246

(42,215)

(23,216)

(23,379)

-

-

1,750

1,983

480,501

390,921

635,470

635,840

The above table should be read in conjunction with the following notes:
1.

finance receivables (both current and non-current) relate to loans made by PWF. Finance liabilities
(both current and term) include amounts owing to investors under PWF’s secured and unsecured
deposit programmes;

2.

biological assets are livestock held for sale including cattle, sheep, bulls, deer and semen;

3.

intangible assets are predominantly goodwill arising from the PGG and Wrightson merger, and
software;
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4.

equity accounted associates include PGW’s investments in Wool Partners International Limited, The
New Zealand Merino Company Limited and various other joint ventures;

5.

other investments relate to PGW’s investment in NZFSU, BioPacificVentures Limited, various other
investments including saleyards and advances to PGW’s associates. PGW’s NZFSU investment
was sold in late 2010 resulting in a reduction in other investments to $50 million as at 31 December
2010. Other investments as at 31 December 2010 largely include loans of $31.2 million to entities
associated with Wool Partners International Limited, a $12.4 million investment in
BioPacificVentures Limited and a $5.5 million investment in a farm in Brazil (the fair value of which is
likely to be reduced zero by 30 June 2011);

6.

during the 2010 financial year PGW renewed its banking facilities. As at 31 December 2010 PGW’s
total banking facilities were $348 million (down from $413 as at 30 June 2010 and $720 million as
at 30 June 2009) including a $101 million syndicated facility with security over PWF assets. Drawn
debt for both PGW and PWF as at 31 December 2010 was $225.2 million. PGW’s debt fluctuates
significantly during the year reaching seasonal peaks in spring and autumn. The maturity profile of
the various component facilities is as follows:
PGW – Bank facility limits as at 31 December 2010 and maturity dates
Facility type

Amount ($ million)

Maturity date

132.2

31 August 2012

Working capital facility

75.0

31 August 2011

Overdraft and guarantee facilities

40.0

On demand

101.0

1 December 2013

Term debt facility

PWF facility
Total facility limits as at 31 Dec 2010

$348.2

7.

PGW makes contributions to two defined benefit superannuation plans for employees and former
employees. The liability amount represents the present value of unfunded defined benefit
obligations13 at year end;

8.

as at 30 June 2008 PGW had 315.8 million shares on issue. In 2009 there was a placement to
Agria of 88 cents and a rights issue at 45 cents to all shareholders. A total of 442.6 million shares
were issued at an average price of 54 cents, increasing shares on issue by 140%. The increase in
the number of shares on issue explains in part the significant fall in the share price of PGW; and

9.

non-controlling interests relate to the minority shareholdings held by third parties in PGW’s
Uruguayan and Argentinean subsidiaries.

13

Represents the difference between the present value of defined benefit obligations and fair value of plan assets held to met those future
obligations
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4.7

Cash Flow
The cash flows for PGW for the years ended 30 June 2008, 2009 and 2010 are shown in the table below:
PGW – Statement of Cash Flows (NZ$ millions)
Year end 30 June

Note

Receipts from customers
Dividends and interest received

2008

2009

2010

1,212,010

1,269,082

1,144,437

54,053

60,285

70,433

(1,161,155)

(1,250,673)

(1,083,573)

Interest paid

(59,760)

(62,116)

(76,296)

Income tax paid

(18,855)

(4,361)

(11,657)

Cash flow from operating activities

26,293

12,217

43,344

14,149

740

11,682

(115,278)

(59,878)

25,053

Payments to suppliers and employees

Proceeds from sale of property, plant and equipment
Change in finance receivables

1

Proceeds from sale of investments
Purchase of property, plant and equipment

-

305

57

(16,524)

(6,476)

(10,521)

(821)

(12,436)

(2,079)

Purchase of intangibles (software)
Merger expenses paid
Purchase of investments

2

Cash flow from investing activities
Issue of share capital (net of issue costs)
Issue of convertible redeemable notes (net of issue costs)

(2,290)

-

-

(80,818)

(21,959)

(5,810)

(201,582)

(99,704)

18,382

-

206,954

15,063
-

-

32,717

-

78,488

-

162,169

180,287

21,000

3

Increase in bonds
Increase in external borrowings
Loans to related parties
Increase in secured debentures
Dividends paid
Interest paid on convertible redeemable notes

444

-

1,322

36,074

48,122

26,531

(37,043)

(24,107)

-

-

-

(1,249)

3

Repayment of bonds

-

-

(25,233)

(2,066)

(12,308)

(12,214)

-

(14,350)

(8,444)

Repayment of external borrowings

-

(140,475)

(324,863)

Repayment of loans to related parties

-

(8,272)

-

174,641

107,385

(83,479)

19,898

(21,753)

Net decrease in clients’ deposit and current accounts
Finance facility fees

Cash flow from financing activities
Net cash flow

(648)

Opening cash balance

26,749

26,101

45,999

Closing cash balance

26,101

45,999

24,246

The above table should be read in conjunction with the following notes:
1.

PWF increased new lending during 2008 and 2009, reducing the overall size of its loan book
during the 2010 financial year;

2.

during the 2008 financial year PGW invested approximately $28 million in shares in NZFSU, $25
million in acquisitions of subsidiaries (AusWest Seeds, 4 Seasons Molasses and Bloch and
Behrens), a further $2 million in the BioPacificVentures fund and $10 million on sundry other
investments including saleyards. The NZFSU shares were sold in late 2010 for $15.5 million into a
full takeover offer by Singaporean company Olam International; and
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3.

4.8

in January 2010 PGW issued approximately NZ$33.8 million CRNs to Agria. The investment term of
the CRNs is perpetual but with two yearly rate resets, subject to the PGW board having the right
after 18 months from the date of issue to either:
-

convert the CRNs into PGW shares; or

-

redeem, in which case Agria can select cash or ordinary shares in PWF.

Capital Structure and Ownership
As of 21 January 2011 PGW had 757,985,639 shares on issue held by approximately 15,400
shareholders. The Company’s top 20 shareholders as at 21 January 2011 are shown in the table below:
PGW – Top 20 Shareholders as at 21 January 2011
Shareholder

Shares (000s)

%

Agria (Singapore) Pte Limited

144,105

19.01

Pyne Gould Corporation Limited

138,827

18.31

National Nominees New Zealand Limited

29,488

3.89

AMP Investments Strategic Equity Growth Fund

25,500

3.36

Accident Compensation Corporation

23,293

3.07

HSBC Nominees (New Zealand) Limited

23,198

3.06

Citibank Nominees (New Zealand) Limited

22,084

2.91

HSBC Nominees (New Zealand) Limited a/c State Street

20,040

2.64

New Zealand Superannuation Fund Nominees Limited

18,400

2.43

New Zealand Guardian Trust Investment Nominees Limited (AMP Capital NZ)

17,849

2.36

Tea Custodians Limited

12,518

1.65

NZGT Nominees Limited – AIF Equity Fund

9,710

1.28

Asteron Life Limited

9,681

1.28

Forsyth Barr Custodians Limited

7,311

0.97

Custodial Services Limited

6,678

0.88

H & G Limited

5,900

0.78

PGG Wrightson Employee Benefits Plan Limited

5,819

0.77

Masfen Securities Limited

5,056

0.67

Timothy Marshall Miles

3,747

0.49

New Zealand Depository Nominee Limited

3,146

0.42

Top 20 Shareholders

532,350

70.23

Other Shareholders

225,636

29.77

Total

757,986

100.00

PGW’s share register is widely held with a substantial number of shareholders holding small parcels of
shares. PGW’s top two shareholders own 37.32% of the shares on issue and the top 20 shareholders
hold more than 70%.
H & G Limited is an entity associated with Sir Selwyn and David Cushing (a Director and Alternate Director
of PGW respectively). H & G Limited has indicated an intention to accept the Offer in respect of its entire
shareholding.
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4.9

Share Price Performance
The share price and trading volume history of PGW shares is depicted graphically below.
PGW - Share Price Performance!
1 February 2006 to 31 January 2011!
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The large volume spike in May 2010 related to the appointment of receivers over specific assets of
PGW’s former cornerstone shareholder Rural Portfolio Investments Limited (RPI). The shares were sold
in May by way of a book build at 55 cents per share. PGW’s share price against the NZX50 Capital Index
is shown in the graph below:
PGW vs NZX 50 Capital Index!
Relative Performance Graph - 1 February 2006 to 31 January 2011!
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PGW has underperformed relative to the NZX50 (using January 2006 as a reference point) since August
2008.
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5. Profile of Agria
5.1

Background
Agria Corporation is a China-based agricultural solutions provider listed on the New York Stock Exchange
(NYSE). Agria Corporation has, since listing on the NYSE in 2007, undergone significant change resulting
from the disposal of its major business.
Originally formed in 2004, it was primarily involved in the production of corn seeds, sheep products and
seedlings conducted through contractual arrangements with a consolidated affiliated entity14, Primalights
III Modern Agriculture Development Co. Limited (P3A).
In November 2007 Agria Corporation undertook an Initial Public Offering (IPO) in the USA, selling 17.15
million American Depositary Receipts (ADRs) to the public at US$16.50 per ADR (total capital raised of
US$283 million). Each ADR represented two shares in Agria Corporation. Of the total, 12 million ADRs
(US$198 million) were new shares sold by Agria Corporation and 5.15 million (US$85 million) by Brothers
Capital Limited, a company owned by Agria’s Chairman, Mr Guanglin (Alan) Lai (Mr Lai).
In April 2008 (only 6 months after the IPO) Agria announced that its chief operating officer, Mr Frank Xue
(Mr Xue), had resigned. Following this announcement a class action was filed by holders of Agria’s ADRs
alleging that the IPO Prospectus contained inaccurate statements of material facts in relation to Agria’s
control over P3A and the fact that Agria was in dispute with its Chief Operating Officer (Mr Xue). The
class action was dismissed in November 2009. A motion for reconsideration was filed and an agreement
was subsequently reached to pay US$3.75 million to the plaintiffs.
In March 2010 Agria advised that:
“the core operations of Agria have experienced a significant decline since 2008 as greater
strategic focus and scale are needed for each of the three business segments, corn
seeds, sheep breeding and seedling.”
In June 2010 Agria announced that its strategic review was complete and that it was now a strategic
priority to growing a focused seeds business in China. In June 2010 Agria further announced that:
“Agria has reached an agreement in principle to divest P3A to Mr Frank Xue, the President
and Director of P3A. Through the proposed transaction, Agria would acquire Agria
shares currently held by Mr Xue consisting of 11.5% of the issued and outstanding
ordinary shares of Agria in exchange for the transfer of all of Agria’s interest in P3A to Mr
Xue. Immediately following the proposed transaction Mr Xue would hold approximately
6% of Agria shares.”

In September 2009 Agria announced a change of senior management and a strategic review of its
business. Agria appointed a new Chief Executive Officer, Mr Xie Tao, who previously held roles at
PricewaterhouseCoopers (PwC) for 20 years including as the head of China market corporate finance
and serving on the firm’s governing board. Agria also appointed a new Chief Financial Officer, Chris
Boddington, and a Chief Strategy and Compliance Officer, John Layburn. Mr Boddington and Mr
Layburn were both also previously employed at PwC.

14

According to US Securities and Exchange Commission (SEC) filings, the reason Agria did not have legal ownership of P3A was that, as a
foreign registered entity, it was not permitted to hold direct investments in China’s agricultural sector. The effect of the arrangements
between Agria and P3A was to give Agria effective ownership of P3A.
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Following the divestment of P3A Agria’s primary business consisted of its 19.01% shareholding in PGW,
which it acquired between late November 2009 and early January 2010. The ADRs are currently trading
at US$1.85. Mr Lai continues to hold 38.8% of Agria.
Co-operation Agreement with PGW
On 16 October 2009 PGW announced that it had formed a strategic partnership with Agria for it to take a
cornerstone shareholding in PGW. The strategic partnership is aimed at the creation of value for both
companies through the advancement of agricultural technology and the development of new markets
including:


joint development and international commercialisation of seed cultivars;



development of livestock demand in China and export of livestock to meet that demand;



joint examination of the development of a rural services business in China, where there is currently no
mature provider of rural services; and



examination of additional funding lines for growth through third party sources for PWF.

As part of this strategic partnership Agria acquired a 13% shareholding in PGW by way of a placement for
a total investment of $36.2 million (41.1 million shares at $0.88 per share) in November 2009. The stated
intention of both PGW and Agria at this time was for Agria’s shareholding to increase over time.
In November 2009 PGW also announced that it would be undertaking a $180.7 million rights issue at a
price of $0.45 per share. Agria, in addition to exercising its entitlement of 46.2 million rights, purchased
and exercised a further 56.8 million rights (a total of 103 million rights), which had the effect of increasing
its shareholding in PGW from 13% to 19.01%.
At the time of the rights issue PGW was facing difficulties in meeting the repayment obligations under its
banking facilities. The $180.7 million proceeds from the rights issue were applied to reduce bank debt.
Agria’s participation as a new cornerstone shareholder assisted in the successful completion of the
capital raising.
In January 2010 Agria invested further into PGW through a $33.85 million CRN (as described in Section
5.2 below). These funds were applied to recapitalise PWF and enabled PWF to secure a BB (stable)
credit rating from Standard & Poors. To date Agria has invested a total of approximately NZ$116.4
million in PGW.
5.2

Convertible Redeemable Notes
In January 2010, Agria invested US$25 million (NZ$33.85 million) in PGW CRNs. The key terms of the
CRNs are:


initial coupon rate from date of issue to 31 December 2011 of 8%, with a step up to 5.5% above the
two year swap rate (currently 3.9%) on 31 December 2011, stepping up to 6.5% over two year swap
for subsequent two year periods;



interest can be suspended by PGW directors at their sole discretion, but accumulates with
suspension and prevents PGW from paying dividends while interest is suspended;



the CRNs are classified as equity for accounting purposes;



the investment term is perpetual but with two yearly rate resets, subject to the PGW board having
the right after 18 months from the date of issue to either:
-

convert the CRNs into PGW shares; or
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-

redeem, in which case Agria can select cash or ordinary shares in PWF.

Conversion Terms
In the event PGW elects to convert the CRNs into PGW shares:


Agria will receive 2.1 PGW shares for each $1 CRN, having the effect of the shares in PGW being
issued at 47.6 cents each; and



the CRNs are exposed to the upside and downside movements in the PGW share price over the
term of the CRN instrument.

Redemption Terms
If redemption is selected by the PGW board, then the principal redeemed increases by 2% every two
years, e.g:

5.3



if redemption occurs within two years, then Agria receives $33.8 million + 2%; and



if redemption occurs between two and four years, then Agria receives $33.8 million + 4%.

Operations
Agria Corporation describes its business operations in China as being focused on creating a profitable
seed business across three business units: research and development, production and marketing. The
company also announced its intention to focus on:


growing a focused seed business in China;



developing strong expertise in operational management; and



acquiring proprietary technologies.

Agria holds the following seed related investments and relationships. All investments are held through an
affiliated company, Shenzheu Guanli Agricultural Technology Co. Ltd, not owned by Agria. This
arrangement is necessary to comply with ownership rules relating to seed companies in China:
Agria’s Seed Investments and Relationships
Name

Date

Description

Chinese National Academy of Agricultural

Oct 2009

Strategic Cooperation agreement

Oct 2009

Acquisition of 53.84% of Zhongnong from CNAAS for NZ$7

Science (CNASS)
Beijing Zhongnong Seed Industry Co. Ltd
(Zhongnong)

million. Zhongnong has priority rights to accept the transfer of
all existing and future cultivated seed varieties owned by
CNAAS for commercialisation.

Beijing Nong Ke Yu Seeds International

Oct 2009

Co. Ltd
Tianjin Beiao Seed Technology

production and marketing of edible corn seeds
Jan 2010

Development Co. Ltd
Wuwei Ganxin Seeds Company Limited
(Ganxin)

100% ownership for NZ$1 million. Engaged in research,

100% ownership for NZ$200,000. Engaged in research,
production and marketing of vegetable seeds.

Sept 2010

RMB40 million (NZ$8 million) 49% investment. Ganxin’s
operations include corn seed research, development,
production and sales. Agria and Ganxin have entered into an
exclusive sales agency agreement over the entire production
volume of all current and future varieties of seeds owned or
developed by Ganxin.
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Grant Samuel has no visibility on the overall profitability, turnover or size of each of these operations.
Grant Samuel understands that the combined seed business is expected to generate approximately
NZ$25 million in turnover for the coming year.
No further detailed information is publicly available. During the course of writing this report Grant Samuel
requested a copy of Agria’s confidential application to the OIO. Agria elected not to disclose this
application to Grant Samuel. To the best of Grant Samuel’s knowledge, following the transfer of Agria’s
core business (P3A) to Mr Xue, Agria’s only remaining activities are:

5.4



a seeds business in a very early stage of development;



long term leases over nine parcels of land totalling approximately 13,500 acres previously held by
P3A (it is not clear what (if any) activities are undertaken on this land); and



its 19.01% shareholding in PGW.

Financial Profile
A brief financial profile of Agria is outlined below:
Agria Financial Profile (US$ millions)
Year end 31 December

2007

2008

2009

Revenue

88.0

67.5

25.9

Gross profit

49.1

27.4

5.1

Net operating profit / (loss) after tax

18.7

(108.3)

(19.8)

Operating Cash Flow

34.0

30.2

(0.9)

Total Assets

271.9

299.6

293.9

Total Liabilities

(17.9)

(34.8)

(43.0)

Net Assets

254.0

264.8

250.9

Source: SEC Filings

The significant loss in 2008 relates to the payment by Mr Lai in cash and new shares in Agria of
US$107.8 million to three members of P3A’s management team as recognition for their contribution to
the success of the company. The shares were transferred from a company owned by Mr Lai resulting in
no economic loss to Agria but as the payments were classified as payments to employees under
accounting rules it was necessary to reflect the transactions in the accounts of Agria. In June 2010, due
to P3A’s declining performance since 2007, Agria purchased and cancelled 11.5% of the issued capital
that had been transferred by Mr Lai to Mr Xue in 2008 in return for his taking over P3A from Agria.
5.5

Background to New Hope
New Hope will contribute US$20 million (c. NZ$26 million) to assist with the funding of the Agria Offer (of a
total NZ$141 million required).
New Hope is one of China’s first private companies established in 1982 and has grown to become one of
China's largest agricultural and food corporations. New Hope’s revenue for 2009 was approximately
US$6.5 billion. The company employs more than 60,000 staff and continues to grow rapidly. It is
involved in:


agribusiness and food (accounting 85% of revenue);



chemicals and resources;
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finance and investment; and



real estate and infrastructure.

The agribusiness and food sector of New Hope is the largest animal feed producer and one of the largest
suppliers of meat, egg and dairy products in China. New Hope also has extensive chemical and resource
interests in the areas of potassium, phosphorous and coal, and is the largest producer of high-potassium
hydrogen and phosphate in Asia. In addition, New Hope is the largest shareholder of MinSheng Bank
(China’s seventh largest commercial bank), and has established strategic partnerships with International
Finance Corporation, Sumitomo, Citibank and other international agencies. New Hope operates
throughout China and in South-East Asia.
New Hope's Chairman and founder, Mr Liu Yonghao, is Vice Chairman of MinSheng Bank. Mr. Liu is also
a member of the Chinese People's Political Consultative Conference economic committee.
New Hope and Agria Corporation have entered into a subscription agreement in respect of their
ownership and participation in Agria which will be implemented prior to completion of the Offer but is
subject to the conditions of the Offer being satisfied.
New Hope required a number of consents from the Chinese government in order to be able to participate
in the offer for PGW shares. The most significant of these are:


approval of the National Development and Reform Council;



approval of the Ministry of Commerce; and



approval of the State Administration of Foreign Exchange.

New Hope has initiated the application process with all three agencies and the Ministry of Agriculture.
Although the outcome of the application process is unknown, the Chinese Government is encouraging
private businesses to acquire assets in other countries.
New Hope has stated that its rationale for investing in PGW is that it is "looking to strengthen its core
focus with global partnerships, to contribute to the bilateral agriculture partnership between China and
New Zealand, and to contribute to the future growth of New Zealand's agriculture industry." New Hope
believes significant agricultural opportunities exist in bilateral China – New Zealand trade, and that the
proposed transaction (albeit on a relatively minor scale) involving one of China’s largest agricultural
businesses and New Zealand’s largest agricultural services business can capture these opportunities.
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6. Valuation of PGW
6.1

Summary
Grant Samuel’s valuation of the equity in PGW is $400 million to $490 million (or $0.53 to $0.65 per
share) as summarised below:
PGW – Valuation Summary
$ million except where otherwise stated
Enterprise value
Net debt for valuation purposes
Other assets and liabilities
Equity value
Fully diluted shares on issue (million)
Value per share

Low

High

600

665

(220)

(220)

20

45

400

490

758

758

$0.53

$0.65

A value range of $600 million to $665 million has been attributed to PGW’s business operations.
This valuation range is an overall judgement having regard to:


the earnings multiples implied from the prices paid for comparable businesses and share prices of
comparable listed companies; and



the attributes and earnings outlook for each business unit within PGW’s AgriTech and AgriServices
divisions.

The valuation represents the estimated full underlying value of PGW assuming 100% of the
company was available to be acquired and includes a premium for control. The value per
share exceeds the price at which, based on current market conditions, Grant Samuel would
expect PGW shares to trade on the New Zealand Stock Exchange in the absence of a takeover
offer or proposal similar in nature to the Offer.
The valuation reflects the strengths and weaknesses of PGW and takes into account the following factors:


PGW AgriTech’s core strengths are rights to market proprietary commercialised products in New
Zealand and overseas and access to intellectual property and research and development capability.
It has substantial well-established forage seed and distribution activities in Australia, New Zealand
and South America, a grain distribution business in New Zealand and an expanding Australasian turf
business. The opportunity exists to leverage its product offering, intellectual property and access to
extensive knowledge of pastoral farming practices in developing markets such as China;



AgriTech has been acquisitive in recent years (eleven acquisitions since 2005). The potential exists
over the next 12-18 months to achieve higher earnings, particularly if management can realise
operational improvements further integrating the different businesses, and as economic activity
rebounds in the rural sectors in Australasia. The division is also now of a scale that it could be
separated from PGW’s AgriServices division and operate as an independent business;



The earnings performance of PGW’s AgriServices division is heavily dependent on the level of
economic activity in rural New Zealand. It offers a range of products and services to end customers
with limited ability to differentiate on price. The Merchandising business benefits from its nationwide
network and longstanding, widely known brands and offers the potential to increase earnings if
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economies of scale and improvements in information technology and operating performance can be
achieved in a competitive retail environment; and


Following the merger of PGG and Wrightson, PGW continued to expand through acquisitions,
various joint ventures and the establishment of NZFSU. The necessary capital raising in 2009, the
sale of shares in NZFSU and termination of the related management contract has removed major
distractions for management but has also left PGW with investments in several small AgriServices
businesses in South America.

Net debt for valuation purposes
Grant Samuel has applied net debt for valuation purposes of $220 million, which represents the sum of:


PGW’s term debt balance at 31 December 2010;



an estimate of the average level of funds drawn down under PGW’s working capital, overdraft and
guarantee bank facilities; and



the amount repayable to Agria in relation to the CRNs on issue.

The term borrowings, cash and finance assets and liabilities of PWF have not been included in net debt
for valuation purposes.
Other assets and liabilities
Other assets and liabilities include:

6.2



PGW’s investment in BioPacificVentures, Wool Partners International and The NZ Merino Company.
PGW may realise its investment in Wool Partners International over the near term but this is
conditional on Wool Partners Co-operative successfully raising a minimum level of capital from a
public offer of shares to New Zealand wool growers;



recognition of PGW’s defined benefit obligations under its various employee superannuation plans;



surplus property assets including PGW’s investment in a farm property in Brazil;



recent investments in Keith Seeds and Corson Grain maize and seed division on the basis that the
financial impact of these acquisitions is not fully reflected in either the historical or projected operating
results of PGW and the transactions themselves reflect the assets’ current market value, having
arisen from arms length transactions with third parties; and



other assets and liabilities of a minor nature.

Methodology
Overview
Grant Samuel’s valuation of PGW has been estimated on the basis of fair market value as a going
concern, defined as the estimated price that could be realised in an open market over a reasonable
period of time assuming that potential buyers have full information. The valuation of PGW is appropriate
for the acquisition of the company as a whole and accordingly incorporates a premium for control. The
value is in excess of the level at which, under current market conditions, shares in PGW could be
expected to trade on the sharemarket. Shares in a listed company normally trade at a discount of 15% 25% to the underlying value of the company as a whole, but the extent of the discount (if any) depends
on the specific circumstances of each company.
The most reliable evidence as to the value of a business is the price at which the business or a
comparable business has been bought and sold in an arm’s length transaction. In the absence of direct
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market evidence of value, estimates of value are made using methodologies that infer value from other
available evidence. There are four primary valuation methodologies commonly used for valuing
businesses:


capitalisation of earnings or cash flows;



discounting of projected cash flows;



industry rules of thumb; and



estimation of the aggregate proceeds from an orderly realisation of assets.

Each of these valuation methodologies has application in different circumstances. The primary criterion
for determining which methodology is appropriate is the actual practice adopted by purchasers of the
type of business involved.
Capitalisation of Earnings
Capitalisation of earnings or cash flows is most appropriate for businesses with a substantial operating
history and a consistent earnings trend that is sufficiently stable to be indicative of ongoing earnings
potential. This methodology is not particularly suitable for start-up businesses, businesses with an erratic
earnings pattern or businesses that have unusual expenditure requirements. This methodology involves
capitalising the earnings or cash flows of a business at a multiple that reflects the risks of the business
and the stream of income that it generates. These multiples can be applied to a number of different
earnings or cash flow measures including EBITDA, EBITA, EBIT or net profit after tax. These are referred
to respectively as EBITDA multiples, EBITA multiples, EBIT multiples and price earnings multiples. Price
earnings multiples are commonly used in the context of the sharemarket. EBITDA, EBITA and EBIT
multiples are more commonly used in valuing whole businesses for acquisition purposes where gearing is
in the control of the acquirer.
Where an ongoing business with relatively stable and predictable earnings is being valued Grant Samuel
uses capitalised earnings or operating cash flows as a primary reference point. Application of this
valuation methodology involves:


estimation of earnings or cashflow levels that a purchaser would utilise for valuation purposes having
regard to historical and forecast operating results, non-recurring items of income and expenditure
and known factors likely to impact on operating performance; and



consideration of an appropriate capitalisation multiple having regard to the market rating of
comparable businesses, the extent and nature of competition, the time period of earnings used, the
quality of earnings, growth prospects and relative business risk.

The choice between the parameters is usually not critical and should give a similar result. All are
commonly used in the valuation of industrial businesses. EBITDA can be preferable if depreciation or
non-cash charges distort earnings or make comparisons between companies difficult but care needs to
be exercised to ensure that proper account is taken of factors such as the level of capital expenditure
needed for the business and whether or not any amortisation costs also relate to ongoing cash costs.
EBITA avoids the distortions of goodwill amortisation. EBIT can better adjust for differences in relative
capital intensity.
Determination of the appropriate earnings multiple is usually the most judgemental element of a valuation.
Definitive or even indicative offers for a particular asset or business can provide the most reliable support
for selection of an appropriate earnings multiple. In the absence of meaningful offers, it is necessary to
infer the appropriate multiple from other evidence.
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The usual approach is to determine the multiple that other buyers have been prepared to pay for similar
businesses in the recent past. However, each transaction will be the product of a unique combination of
factors. A pattern may emerge from transactions involving similar businesses with sales typically taking
place at prices corresponding to earnings multiples within a particular range. This range will generally
reflect the growth prospects and risks of those businesses. Mature, low growth businesses will, in the
absence of other factors, attract lower multiples than those businesses with potential for significant
growth in earnings.
An alternative approach used in valuing businesses is to review the multiples at which shares in listed
companies in the same industry sector trade on the sharemarket. This gives an indication of the price
levels at which portfolio investors are prepared to invest in these businesses. Share prices reflect trades
in small parcels of shares (portfolio interests) rather than whole companies and it is necessary to adjust for
this factor.
The analysis of comparable transactions and sharemarket prices for comparable companies will not
always lead to an obvious conclusion as to which multiple or range of multiples will apply. There will often
be a wide spread of multiples and the application of judgement becomes critical. Moreover, it is
necessary to consider the particular attributes of the business being valued and decide whether it
warrants a higher or lower multiple than the comparable companies. This assessment is essentially a
judgement.
Discounted Cash flow
Discounting of projected cash flows has a strong theoretical basis. It is the most commonly used method
for valuation in a number of industries, and for the valuation of start-up projects where earnings during the
first few years can be negative. DCF valuations involve calculating the net present value of projected cash
flows. This methodology is able to explicitly capture the effect of a turnaround in the business, the ramp
up to maturity or significant changes expected in capital expenditure patterns. The cash flows are
discounted using a discount rate, which reflects the risk associated with the cash flow stream.
Considerable judgement is required in estimating future cash flows and it is generally necessary to place
great reliance on medium to long-term projections prepared by management. The discount rate is also
not an observable number and must be inferred from other data (usually only historical). None of this data
is particularly reliable so estimates of the discount rate necessity involve a substantial element of
judgment. In addition, even where cash flow forecasts are available the terminal or continuing value is
usually a high proportion of value. Accordingly, the multiple used in assessing this terminal value
becomes the critical determinant in the valuation (i.e. it is a “de facto” cash flow capitalisation valuation).
The net present value is typically extremely sensitive to relatively small changes in underlying assumptions,
few of which are capable of being predicted with accuracy, particularly beyond the first two or three
years. The arbitrary assumptions that need to be made and the width of any value range mean the
results are often not meaningful or reliable. Notwithstanding these limitations, DCF valuations are
commonly used and can at least play a role in providing a check on alternative methodologies, not least
because explicit and relatively detailed assumptions need to be made as to the expected future
performance of the business operations.
Realisation of Assets
Valuations based on an estimate of the aggregate proceeds from an orderly realisation of assets are
commonly applied to businesses that are not going concerns. They effectively reflect liquidation values
and typically attribute no value to any goodwill associated with ongoing trading. Such an approach is not
appropriate in PGW’s case.
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Industry Rules of Thumb
Industry rules of thumb are commonly used in some industries. These are generally used by a valuer as a
“cross check” of the result determined by a capitalised earnings valuation or by discounting cash flows,
but in some industries rules of thumb can be the primary basis on which buyers determine prices. Grant
Samuel is not aware of any commonly used rules of thumb that would be appropriate to value PGW. In
any event, it should be recognised that rules of thumb are usually relatively crude and prone to
misinterpretation.
Preferred Approach
Grant Samuel has used the capitalisation of earnings methodology to value PGW however careful
judgment needs to be exercised given the cyclical nature of its earnings. This approach is commonly
used by purchasers of mature profitable businesses and appropriate in the absence of financial
projections beyond the current financial year. As a cross check, Grant Samuel also considered the value
ascribed to PGW shares relative to net tangible asset backing.

6.3

Earnings Multiples Analysis
Grant Samuel estimates the value of PGW on an un-geared basis to be in the range of $600 – $665
million. This range implies the following multiples:
PGW - Implied Multiples
Valuation Range
Low

High

Multiple of EBITDA – year ended 30 June 2009

7.4 x

8.2 x

Multiple of EBITDA – year ended 30 June 2010

8.5 x

9.4 x

10.2 x

11.3 x

8.0 x

8.9 x

Multiple of EBITDA – year ended 30 June 2011 (broker consensus)
Multiple of EBIT – year ended 30 June 2009
Multiple of EBIT – year ended 30 June 2010
Multiple of EBIT – year ended 30 June 2011 (broker consensus)
Multiple of net tangible assets at 30 June 2010

9.5 x

10.5 x

12.0 x

13.2 x

1.3 x

1.6 x

Interpretation of Multiples
Earnings multiples are normally benchmarked against two primary sets of reference points:


the multiples implied by the share prices of listed peer group companies; and



the multiples implied by the prices paid in acquisitions of other companies in the same industry.

In interpreting and evaluating such data it is necessary to recognise that:


multiples based on listed company share prices do not include a premium for control and are
therefore often (but not always) less than multiples that would apply to acquisitions of controlling the
interests in similar companies. However, while the premium paid to obtain control in takeovers is
observable (typically in the range 20-35%) it is inappropriate to simply add a premium to listed
multiples. The premium for control is an outcome of the valuation process, not a determinant of
value. Premiums are paid for reasons that vary from case to case and may be substantial due to
synergy or other benefits available to the acquirer. In other situations premiums may be minimal or
even zero. There are transactions where no corporate buyer is prepared to pay a price in excess of
the prices paid by sharemarket investors;
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acquisition multiples from comparable transactions are therefore usually seen as a better guide when
valuing 100% of a business but the data tends to be less transparent and information on forecast
earnings is often unavailable;



the analysis will give a range of outcomes from which averages or medians can be determined but it
is not appropriate to simply apply such measures to the company being valued. The most important
part of valuation is to evaluate the attributes of the specific company being valued and to distinguish
it from its peers so as to form a judgement as to where on the spectrum it belongs;



acquisition multiples are a product of the economic and other circumstances at the time of the
transaction. However, each transaction will be the product of a unique combination of factors,
including:
−

economic factors (e.g. economic growth, inflation, interest rates) affecting the markets in which
the company operates;

−

strategic attractions of the business – its particular strengths and weaknesses, market position
of the business, strength of competition and barriers to entry;

−

the company’s own performance and growth trajectory;

−

rationalisation or synergy benefits available to the acquirer;

−

the structural and regulatory framework;

−

investment and sharemarket conditions at the time, and

−

the number of competing buyers for a business;



acquisitions and listed companies in different countries can be analysed for comparative purposes,
but it is necessary to give consideration to differences in overall sharemarket levels and rating
between countries, economic factors (economic growth, inflation, interest rates), market structure
(competition etc) and the regulatory framework. It is not appropriate to adjust multiples in a
mechanistic way for differences in interest rates or sharemarket levels;



acquisition multiples are based on the target’s earnings but the price paid normally reflects the fact
that there were cost reduction opportunities or synergies available to the acquirer (at least if the
acquirer is a “trade buyer” with existing businesses in the same or a related industry). If the target’s
earnings were adjusted for these cost reductions and/or synergies the effective multiple paid by the
acquirer would be lower than that calculated on the target’s earnings; and



while EBITDA multiples are commonly used benchmarks they are an incomplete measure of cash
flow. The appropriate multiple is affected by, among other things, the level of capital expenditure
(and working capital investment) relative to EBITDA. In this respect:
−

EBIT multiples can in some circumstances be a better guide because (assuming depreciation is
a reasonable proxy for capital expenditure) they effectively adjust for relative capital intensity and
present a better approximation of free cash flow. However, capital expenditure is lumpy and
depreciation expense may not be a reliable guide. In addition, there can be differences
between companies in the basis of calculation of depreciation; and

−

businesses that generate higher EBITDA margins than their peer group companies will, all other
things being equal, warrant higher EBITDA multiples because free cash flow will, in relative
terms, be higher (as capital expenditure is a smaller proportion of earnings).
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6.4

Assessment of Implied Multiples
Transactions in the Agriculture Industry
The valuation of PGW has been considered having regard to the earnings multiples implied by the price at
which broadly comparable companies and businesses have changed hands. A selection of relevant
transactions is set out below:
Recent Transaction Evidence
Date

Target

Implied
Enterprise
Value
($ millions)

Acquirer

Offer
Premium
(1 month
prior)

16

EBITDA

EBIT Multiple
(times)

15

Multiple
(times)

Historical Forecast Historical Forecast

Australian transactions
Dec-10

Landmark

Agrium

A$790

na

11.5

13.0

9.8

10.8

Dec-10

AWB Limited

Agrium

A$1,720

49.3%

13.1

9.8

16.6

11.4

Sep-09

ABB Grain

Viterra

A$2,153.1

41.1%

16.0

12.3

21.4

15.6

Jul-07

Queensland Cotton

Olam

A$278.8

73.0%

13.1

na

24.0

na

Aug-03

Landmark

AWB

A$825.0

na

11.4

9.3

15.3

11.4

Median

49.3%

13.1

12.3

19.0

11.4

Simple Average

54.5%

13.4

11.7

18.0

12.6

C$1,817.9

na

10.6

10.2

16.1

15.2

International transactions
Nov-06

Agricore United

Saskatchewan

Feb-08

Royster-Clark

Agrium

C$801.5

46.9%

11.5

na

20.6

na

May-08

UAP Holding

Agrium

US$2,616.1

24.3%

12.9

11.7

14.5

12.9

Median

35.6%

11.5

10.9

16.1

14.0

Simple Average

35.6%

11.7

10.9

17.1

14.0

NZ$267.0

0.0%

6.6

na

10.0

na

NZ$80.0

na

6.3

5.7

7.9

7.1

New Zealand transactions
Oct-10

AFFCO

Talleys

Jul-06

RD1 (50%)

Landmark

Oct-05

Wrightson

PGG

NZ$485.4

23.6%

9.2

8.1

10.4

9.5

Mar-05

Williams & Kettle

Wrightson

NZ$110.3

39.4%

9.9

10.2

11.5

11.7

Jun-04

Wrightson

RPI

NZ$256.3

34.5%

8.6

6.8

11.4

8.5

Median

8.6

7.5

10.4

9.0

Simple Average

8.1

7.7

10.2

9.2

Source: Media reports, company announcements, annual reports and presentations. Capital IQ.

Brief descriptions of the transactions included above are provided in Appendix A.
Sharemarket Evidence
The valuation of PGW has been considered in the context of the sharemarket ratings of listed Australasian
and international companies with operations in the agricultural industry, with a particular focus on rural
merchandising, seeds, crop productivity and agricultural trading. While none of these companies is
precisely comparable to PGW, the sharemarket data provides some framework within which to assess
the valuation of PGW.
15

Represents implied enterprise value divided by EBITDA. EBITDA is earnings before net interest, tax, depreciation, amortisation,
investment income, impairment adjustments and significant items.
16

Represents implied enterprise value divided by EBIT.
adjustments and significant items.

EBIT is earnings before net interest, tax, investment income, impairment
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Sharemarket Ratings of Selected Listed Companies17
Market
Capitalisation
(millions)

Company

EBITDA Multiple
(times)
Historical

18

19

EBIT Multiple
(times)

Forecast

Historical

Forecast

United States
Agrium

USD13,948.6

13.7

9.3

16.9

10.3

Monsanto

USD39,364.5

15.6

13.8

20.3

17.6

Syngenta

USD28,275.8

12.8

11.9

16.2

15.2

Minimum

12.8

9.3

16.2

10.3

Maximum

15.6

13.8

20.3

17.6

Median

13.7

11.9

16.9

15.2

Simple Average

14.0

11.7

17.8

14.4

Australasia
AUD224.3

18.0

6.0

nm

9.2

AUD1,486.0

9.8

6.3

16.3

8.6

AUD40.9

6.6

4.8

25.9

9.8

AUD1,369.4

11.8

8.2

15.8

10.6

Ridley Corp

AUD390.9

8.1

7.4

10.2

9.5

Ruralco

AUD151.3

9.0

8.2

11.7

10.4

Minimum

6.6

4.8

10.2

8.6

Maximum

18.0

8.2

25.9

10.6

9.4

6.8

15.8

9.7

10.5

6.8

16.0

9.7

Elders
GrainCorp
Lindsay Australia
Nufarm

Median
Simple Average
20

Source: Grant Samuel analysis , Capital IQ

A description of each of the companies above is set out in Appendix B. When observing the table above
the following points should be noted:


the multiples are based on closing share prices as at 31 January 2011. The share prices, and
therefore the multiples, do not include a premium for control. Shares in a listed company normally
trade at a discount to the underlying value of the company as a whole;



the companies selected have varying financial year ends. The data presented above is the most
recent annual historical result plus the subsequent forecast year; and



there are considerable differences between the operations and scale of the comparable companies
when compared with PGW. In addition, care needs to be exercised when comparing multiples of
New Zealand companies with internationally listed companies.
Differences in regulatory
environments, sharemarket and broader economic conditions, taxation systems and accounting
standards hinder comparisons.

17

The companies selected have a variety of year ends. The financial information presented in the Historical column corresponds to the
most recent actual annual result. The forecast column corresponds to the forecast for the subsequent year.
18

Represents gross capitalisation (that is, the sum of the market capitalisation adjusted for minorities, plus borrowings less cash as at the
latest balance date) divided by EBITDA.

19

Represents gross capitalisation divided by EBIT.

20

Grant Samuel analysis based on company announcements and, in the absence of company published financial forecasts, brokers’
reports. Where company financial forecasts are not available, the median of the financial forecasts prepared by a range of brokers has
generally been used to derive relevant forecast value parameters. The source, date and number of broker reports utilised for each company
depends on analyst coverage, availability and recent corporate activity.
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7. Merits
7.1

The Value of the Agria Offer
The value of the Agria Offer can be benchmarked against a range of parameters:


Grant Samuel’s assessment of the value of PGW. In Grant Samuel’s opinion the full underlying
value of PGW shares is in the range of $0.53 to $0.65 per share as set out in Section 6. The full
underlying value is the price a person or entity would be expected to pay to acquire the company as
a whole and accordingly includes a premium for control. The Agria Offer is $0.60. It is appropriate
that Agria pays a price reflective of the full underlying value as it is moving from a shareholding of less
than 20% with two Directors on the Board of PGW to a controlling shareholding with “appropriate
board representation”;



the premium implied by the Agria Offer. The Agria Offer represents a premium of approximately
25% relative to the closing price of $0.48 per share on 23 December 2010 being the day prior to the
announcement of the Agria Offer and a premium of 18.3% over the volume weighted average share
price (VWAP) over the 30 trading days prior to the announcement. Over the longer term the Agria
Offer represents a 14.5% premium to the 6-month VWAP and a 7.6% premium to the 12-month
VWAP. These premia are at the lower end of observed takeover premia and in part reflect the
decline in the performance of PGW over the past 12 months; and



comparable company and comparable transaction data. The Agria Offer implies multiples of
8.5 times 2010 historical EBITDA and 10.1 times consensus forecast EBITDA for 2011. Grant
Samuel’s analysis suggests the historical EBITDA multiple implied by the Agria Offer is broadly in line
with multiples paid for controlling shareholdings in comparable agricultural companies. However,
there are considerable differences in the earnings outlook for PGW, when compared with the
comparable listed companies resulting in the Agria Offer implying a higher relative forecast EBITDA
multiple.

The Agria Offer price is within Grant Samuel’s assessment of the full underlying value of PGW.
The multiples of earnings implied by the Agria Offer compare favourably with the earnings
multiples implied by recent transactions in the agricultural sector and the share prices of other
listed agricultural entities, although care is needed in making this comparison given the
negative earnings outlook for PGW in 2011 relative to its 2010 performance.
7.2

Framework of the Agria Offer
The Agria Offer is a partial takeover offer to acquire shares in PGW to take the total shareholding
controlled by Agria to 50.01%. A partial offer has a number of implications for shareholders:


in the event Agria does not receive acceptances sufficient to take its shareholding to 50.01% of the
shares in PGW, then Agria will not be able to acquire any shares under the Offer; and



there is no certainty in terms of what proportion of their shares accepting shareholders will be able to
sell if the Agria Offer is successful.

For the Offer to succeed, Agria must acquire 38.3% of the PGW shares it does not already own. Under
the Takeovers Code if Agria receives acceptances in respect of more than 38.3% of PGW not already
controlled by it, then it will first take up the lesser of:


38.3% of all the shares held by each accepting shareholder; or
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the number of shares the accepting shareholder has accepted into the Offer where this amount is
less than 38.3% of the shareholder’s shareholding.

If there is a shortfall of shares acquired under this mechanism such that Agria is not able to reach the
50.01% minimum acceptance condition, Agria will acquire further shares from those shareholders who
accept more than 38.3% of their shareholding, calculated as a proportion of the total excess
acceptances.
Each PGW shareholder that accepts the Offer will sell as a minimum the lesser of 38.3% of their total
shareholding in PGW or such lesser number of shares the shareholder has accepted into the Offer. If
acceptances are received for exactly 38.3% of the shares not already held or controlled by Agria, then
shareholders will not be subject to any scaling regardless of their individual acceptance level.
If Agria receives acceptances at any level over the 38.3% threshold (recognising that it is highly unlikely
that acceptances representing exactly 38.3% will be received), PGW shareholders who accept the Offer
in respect of more than 38.3% of their entire shareholding are unlikely to be able to sell all of the accepted
shares into the Agria Offer as excess acceptances will be scaled back. The level of scaling is highest
when the overall acceptance level is also high. For example if all PGW shareholders (other than Agria)
accept the Offer, Agria will only acquire 38.3% of each shareholder’s shares.
There is no certainty as to what proportion of shares will be acquired under a partial offer. This
lack of certainty is problematic as the precise percentage of each shareholder’s shares to be
acquired is not able to be specified, however, the scaling mechanism is stipulated in the rules
of the Takeovers Code. For the Agria Offer to be successful, Agria must acquire 38.3% of all
PGW shares it does not already own. In these circumstances it is unknown what the
proportion of shares in excess of 38.3% of all PGW shares held by an accepting shareholder
will be acquired under the Agria Offer. Given PGC has accepted for 100% of its PGW
shareholding, Agria needs only acceptances for only 20% of the PGW shares on issue not held
or controlled by Agria or PGC for its partial offer to be successful. It is therefore more likely
that acceptances in excess of 38.3% of all shares held by individual shareholders will be scaled
down. The corollary is that accepting shareholders are unlikely to be able to sell all their
shares in PGW into the Offer. If the Offer is unsuccessful in obtaining acceptances to increase
Agria’s shareholding to at least 50.01% of the total PGW shares on issue, no shares will be
purchased from accepting shareholders. Should shareholders accept for less than 38.3% of all
the PGW shares they individually hold and the Offer is successful, then all the shares they
accepted into the Offer will be acquired by Agria.
7.3

Implications for PGW shareholders if the Agria Offer is successful
If the Agria Offer is successful, PGW will remain a listed company with Agria as a controlling shareholder.
It is likely that all existing PGW shareholders, even if they have accepted all of their shares into the Offer,
will continue to hold shares in PGW (albeit smaller shareholdings) because of the scaling requirements
under the Takeovers Code for partial offers. In these circumstances:


Agria has stated that PGW’s business requires restructuring and a refocus on the core businesses.
Agria has given little guidance on its future plans for PGW other than to advise:
“The changes likely to be made by Agria in respect of the business activities of PGW
and its subsidiaries will involve a particular focus on PGW’s core AgriServices and
AgriTech businesses”.
This lack of clarity is an unsatisfactory situation for minority shareholders, who because of the partial
nature of the takeover will almost certainly retain a shareholding in PGW following the completion of
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the Offer and will therefore have a vested interest in Agria’s plans for PGW. Agria has also stated it
will seek appropriate representation on the PGW Board from representatives of Agria Corporation
and New Hope. Agria has stated that it is supportive of a review of the divestment of PWF’s finance
book. There is no evidence to date that suggests Agria’s existing presence on the share register,
along with two Agria directors on the PGW Board, has had any material impact on PGW’s
performance.


The increase in Agria’s shareholding to over 50% will mean that it will have absolute control on
matters that require the passing of ordinary resolutions which are commonly matters that
shareholders are asked to vote on at annual general meetings, such as approval of annual financial
statements and the appointment of directors and auditors, etc. Agria will be prohibited from voting
on any ordinary resolution that, if accepted, would result in an increase in its shareholding in PGW.
Remaining shareholders will still be able to exert influence on substantive matters which would
require approval by special resolutions that need the support of 75% of votes cast. Such matters
would include any material transactions with Agria or persons associated with Agria;



Agria has a market capitalisation of approximately NZ$160 million compared with PGW’s market
capitalisation of NZ$410 million. Agria’s current share price is approximately US$0.93 which
compares with its November 2007 IPO price of US$8.25. Agria’s net assets per share are
approximately US$2.00. The purchase of the additional 31% of PGW will be substantially funded by
Agria and will result in the vast majority of Agria’s assets being an investment in PGW. New Hope’s
contribution of US$20 million will represent approximately 10% of the total cost of Agria’s investment
in PGW if the Offer is successful;



it is not evident that Agria on its own will contribute significant added value to PGW by gaining an
increased shareholding. The Strategic Co-operation Agreement entered into in 2009 between Agria
and PGW was primarily centred around PGW’s agricultural expertise being made available to China.
PGW and Agria have established a PGW/Agria Cooperation Committee. The purpose of this
Committee is to explore the potential opportunities available to achieve the aims of the Co-operation
Agreement;



Agria’s activities in China appear to be relatively limited when compared with New Hope which is a
very substantial company with extensive agricultural interests. The extent of New Hope’s future
involvement in PGW is relatively limited when compared with Agria but on the surface it could
increase the potential benefits to PGW from the existing Strategic Co-operation Agreement between
Agria and PGW;



if the Offer is successful it can be expected that Agria will seek to exert significant influence over
PGW. It can also be expected they will seek to leverage PGW’s seed technology and livestock
expertise in China. Provided any transactions are undertaken on an arms length commercial basis
there should be a benefit to all shareholders. The independent directors of PGW will have the
primary responsibility for ensuring that the majority shareholder does not take advantage of their
control situation. Grant Samuel has no reason to believe that Agria will not act in the best interests of
all shareholders;



Grant Samuel understands that Agria is supportive of the appointment of George Gould as the new
Managing Director of PGW. Mr Gould has been a Director of PGW since January 2010 and is a long
serving director of PGC. Agria has also stated that it is supportive of Sir John Anderson continuing
as Chairman of PGW if the Offer is successful;



it is possible that Agria may seek to split PGW into two separate listed entities along similar lines to
the current PGW divisions – AgriTech and AgriServices, possibly listing the former on the Hong Kong
stock exchange. Depending on the form of any separation it is likely to require the consent of
minority shareholders in PGW;
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7.4

7.5



the success of the Agria Offer will bring some stability to the PGW share register from a committed
investor who wishes to address the underperformance of PGW to the benefit of all shareholders;



if the Offer is successful, Agria, having passed the 50% voting control threshold will be able to
acquire additional shares in PGW in any twelve month period (commencing twelve months after the
completion of the Agria Offer) by purchasing up to an additional 5% of PGW shares under the
“creep” provisions of the Takeovers Code;



if the Agria Offer is successful PGW will be significantly less appealing as a takeover target. Any
party wishing to make a partial offer for over 20% of PGW would require the approval of PGW’s
shareholders by way of an ordinary resolution which would require the support of Agria. Any
subsequent takeover offer for 100% of PGW would require Agria to sell its increased shareholding in
PGW to the new offeror for the full takeover offer to be successful; and



if the Offer is successful the liquidity of PGW shares is likely to be adversely affected. The size of the
total public pool of shares will reduce and as a result there would be expected to be a lower level of
trading in PGW shares.

Implications if the Offer is not successful


If the Agria Offer is not successful PGW will remain a listed company with two cornerstone
shareholders – Agria at 19.01% and PGC at 18.3%. In this circumstance, PGC is likely to continue
to wish to divest its shareholding, and if a full takeover offer from the potential new bidder is
forthcoming Grant Samuel expects PGC would accept the offer for its entire 18.3% shareholding. It
is not known whether Agria would wish to retain its 19.01% shareholding in PGW if such a new full
takeover offer were forthcoming. Selling the 18.3% shareholding on market would be likely to
depress the share price. The overhang of the PGC shareholding will, until it is divested, continue to
adversely impact the PGW share price in the absence of any positive announcements; and



it is possible that if the Offer is unsuccessful, other parties (such as the potential new bidder) could
be interested in making an offer for PGW. These include such companies as Agrium, a large
agricultural company based in Canada that recently acquired Landmark, a rural supply company in
Australia which also owns 50% of RD1 in New Zealand.

Other merits of the Agria Offer
In assessing the other merits of the Agria Offer, Grant Samuel considered the following factors:


unless Agria receives acceptances for at least 235.2 million shares (to take its total shareholding to
50.01%), the Offer will not proceed. PGC has agreed to accept for all of its 18.3% shareholding
(138.9 million shares), leaving Agria with a requirement to purchase only a further 94.4 million shares
from remaining shareholders to reach the 50.01% threshold (or one in every five shares not held by
Agria or PGC);



Agria currently has two representatives on the PGW Board of Directors and has access to more
detailed information regarding PGW’s business operations and current and future performance than
is available to other shareholders. Agria clearly sees value in PGW at $0.60. Accordingly there is no
compelling reason for shareholders to accept the Offer if they believe Agria and the Board and
management of PGW can deliver expected improvements in performance over the longer term;



the last date for the Offer to become unconditional is 15 April 2011 (unless extended with the
consent of PGC). In addition to receiving sufficient acceptances to get to a 50.01% shareholding,
the other critical conditions are approval from the OIO and approvals from the relevant Chinese
authorities. Agria may not extend the Offer beyond 24 April 2011. Whilst investors may accept the
Offer for all or part of their shareholding immediately after the Offer is made (which occurred on 24
January 2011), they may not receive payment until around 15 April 2011. Any dividends paid up until
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the Offer is declared unconditional will be deducted from the 60 cents per share consideration. The
last dividend paid by PGW was a 5 cents per share interim dividend on 1 April 2009. In addition
PGW cannot currently pay a dividend without its bank’s approval which is most unlikely to be
forthcoming;


Agria has stated that “its present intention is not to acquire more than 50.01% of PGW through this
Takeover Offer”. This statement was made in clarification to an earlier statement: “Agria has no
intention to increase its shareholding above 50.01% if the Offer is successful”. For Agria to increase
its shareholding above 19.99% it must either make an offer conditional upon achieving at least
50.01% of the voting securities (which it has done) or seek approval of remaining shareholders to
hold a shareholding between 20% and 50%. Agria cannot under the Offer acquire any percentage
other than 50.01%. To acquire new shares if the current Offer is successful it would need to make a
new partial or full offer, utilise the “creep” provisions of the Takeovers Code or seek the approval of
PGW shareholders. Agria committed not to make a further offer at a higher price for a period of 12
months;



if Agria is not successful in increasing its interest in PGW to 50.01%, at its current offer price, it may
or may not choose to increase the offer price under its current Offer. If Agria chooses to increase its
current offer price while the Agria Offer is still open, the increased value will be available to all
shareholders even if they have already accepted the current offer price. If an offer is forthcoming
from the potential new bidder Agria may or may not elect to increase its offer price to match or
exceed that offered by the potential new bidder (assuming such an offer price was above the current
Agria offer price);



PGC issued a statement on the 24 December 2010 the same day as Agria gave Notice of Intention
to make a partial offer in which it discussed its 18.3% shareholding in PGW:
“PGC has recently had discussions with potential buyers of its stake (in PGW) and
these have been concluded with the signing today of a Lock-up Deed with Agria by
which PGC has agreed (subject to the conditions of the Lock-up Deed) to sell its
shares into a partial Takeover Offer proposed to be made by Agria… As the Offer is a
‘partial takeover offer’, the acceptance of PGC’s shares under the Offer will be subject
to scaling which may result in PGC continuing to own some shares following the
closing of the Offer. PGC intends to divest any such shares”.
As a result of the operation of the scaling provisions PGC will most likely be left with a residual
shareholding in PGW. As quoted above, PGC has stated that in this event it will look to divest its
remaining shareholding. Until this shareholding is divested, its existence overhanging the market can
be expected to depress the PGW share price;



PGC’s and the minority PGW shareholders’ interests are not necessarily aligned. PGC has clearly
stated it wishes to exit its shareholding in PGW in total. It will have no financial interest in PGW once
it has achieved a complete exit. Remaining minority shareholders will have a strong interest in what
happens to PGW if the Agria Offer is successful. It is unlikely that Agria would have made the partial
offer if PGC was not a willing seller;



PGW’s shares have performed poorly over the last two years. From a peak of $2.94 in August 2008,
on the eve of the global financial crisis, they fell to a low of $0.44 cents on 17 December 2010,
recovering following the announcement of the Agria Offer. The share price decline can in part be
attributed to PGW increasing its number of shares on issue by 140% in 2009. PGW has also
struggled to produce consistent results and has embarked upon a number of significant ventures
such as its investment in NZFSU in 2006 and a failed joint venture with SFF which ultimately incurred
significant costs and losses. It is evident that the market has lost confidence in PGW. This view was
reinforced by the Agria CEO and PGW Director, Xie Tao, who stated, at the time of the
announcement of the Agria Offer:
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“PGW has under performed expectations in recent times, including a recent profit
down grade. PGW’s business requires restructuring and a refocus on the core
businesses”.
The Offer by Agria followed the profit downgrade which resulted in the shares in PGW reaching an all
time low of 44 cents. The Offer could be considered to be opportunistic. PGC, a long term
shareholder, believes the Offer to be reasonable and in all likelihood its desire to sell, combined with
PGW’s continuing under performance, encouraged Agria to make the partial Takeover Offer;


PGW has foreshadowed a review of the possible sale of PWF or its loan book. Agria has stated in its
Offer that it supports a review of the divestment of the business. PWF has shareholders equity of
approximately $100 million. The net proceeds from a sale of PWF or its loan book will almost
certainly be used to reduce debt in PGW. PGW’s current banking facilities are very restrictive. If the
proceeds of a sale of PWF were used to reduce debt it is likely that PGW would look to renegotiate
new facilities on better terms. PGW has prepaid bank facility fees on its balance sheet which are
being amortised over the term of the facilities. If new bank facilities were to be renegotiated it is likely
that any prepaid fees would need to be written off. This is a non-cash transaction which would
reduce reported earnings but would have no impact on value;



If PWF is sold, the option to convert the CRNs held by Agria into PWF shares will not be available
and the only options available to PGW will be to redeem the CRNs for cash or convert them into
shares in PGW. If the Offer is successful, Agria will control the Board of PGW and may wish to
receive further PGW shares through conversion of the CRNs. The conversion of the CRNs into 2.1
shares in PGW for every CRN held would result in the issue of approximately 69.7 million new shares
at an issue price of approximately $0.47 per share and would increase Agria’s shareholding,
assuming the Offer is successful, from 50.01% to approximately 54.2% of the enlarged capital. This
transaction would fall within the 5% creep provision of the Takeovers Code provided it did not occur
within 12 months of the culmination of the Offer (if the transaction occurred within 12 months it would
require the approval of PGW’s shareholders not associated with Agria by way of an ordinary
resolution). For the purposes of Grant Samuel’s valuation of PGW the CRNs have been treated as
debt. The decision as to whether to convert the CRNs to PGW shares or to redeem them for cash
will likely be considered in light of the PGW share price at the time of conversion / redemption. If the
PGW share price is above $0.47, Agria (as controllers of the PGW Board) may consider the
conversion to PGW shares more favourably to a cash redemption. Several other factors, including
the availability of cash and Agria’s intentions for its stake in PGW, would also need to be taken into
consideration;



the Offer is conditional on the NZX50 Index (Gross) not falling below 3,000.4 for a period of three or
more consecutive days. As at 31 January 2011 the NZX50 Index was 3,338.7. The last time the
index reached 3,000.4 was 20 August 2010 and the last time it fell below this level was July 2010. In
Grant Samuel’s opinion the likelihood of the NZX50 Index falling below 3,000.4, prior to the Offer
being declared unconditional, is relatively low.



the PGW share price is currently trading around $0.54 and has traded below the Offer price of $0.60
per share since the Agria Offer was announced. This can largely be attributed to the partial nature of
the Offer and the resulting likelihood that PGW shareholders will not be able to divest their entire
shareholding at $0.60 per share by accepting their shares into the Agria Offer (due to the scaling
provisions);



as with any equity investment there are risks and opportunities associated with the market in which
the company operates. The risks and opportunities associated with an investment in PGW include:
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Opportunities
−

PGW’s business has been the subject of an internal strategic review and has recently been
restructured into two major business units (AgriServices and AgriTech). A new Managing
Director (George Gould) is due to commence in February 2011. The business is poised for
change but it is unclear whether the proposed new strategies will yield a material improvement
in PGW’s performance or exactly what the proposed new strategies will involve;

−

the merchandising business has, over the past 2 – 3 years, underperformed relative to its
competitors in that market. There is significant scope to introduce improved retail and stock
management systems, online point of sale facilities and mobile distribution of products to the
rural supplies offering;

−

PGW’s proprietary seed technology already has been widely adopted by the New Zealand
farming community. Opportunities to expand this technology to new markets exist, however it
is quite likely that any significant new market penetration would have a long lead time;

−

PWF is being evaluated for sale and, if sold, could yield significant funds with which to repay
debt; and

−

the improving outlook for the New Zealand rural sector bodes well for PGW and should be
reflected in an increasing share price. PGW appears to have lost focus on its core businesses,
particularly Merchandising, and has as a result lost market share. Benefiting from the improving
rural economy will be the challenge for management.

Risks

7.6

−

PGW’s operating performance has been declining over the past three years and is forecast to
continue to do so in the year to 30 June 2011. It is not clear whether an improvement in
performance will occur in the near term regardless of whether Agria increases its investment in
PGW;

−

PGW’s track record of implementing successful strategic initiatives is poor and past
restructuring and investment initiatives have had a less than positive impact of the business;
and

−

PGW’s AgriServices business operates in a highly competitive environment. There are
significant risks associated with customer attrition and market share loss for this division.

Existence of a potential new bidder
The independent directors of PGW have received an approach from another party who has indicated an
interest in making a bid for 100% of PGW. The independent directors of PGW have allowed the potential
new bidder to undertake due diligence on PGW and expects that the potential new bidder’s due diligence
will be completed prior to the close of the Agria Offer. The existence of a potential new bidder raises a
number of issues for shareholders that need to be carefully considered before taking any action in respect
of the Agria Offer:


the Agria Offer must remain open for acceptance until 15 April 2011 (and may be extended to 24
April 2011 with the consent of PGC). Shareholders have until that date to accept the Offer for all or
part of their shareholding (if they wish). It is possible that Agria will receive sufficient acceptances to
take its shareholding to 50.01% prior to this date. Despite this the Offer must remain open until 15
April 2011 and all acceptances received up until that date will be treated equally, that is, they will all
be accepted and the same price and scaling provisions (as described in Section 7.2 of this report)
will apply equally to all acceptances regardless of when the acceptances were received. Importantly
shareholders who have accepted the Agria Offer will not be able to accept any subsequent offer if
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the Agria Offer is still open or has been declared unconditional. However, Agria may accept its
existing 19.01% stake in PGW into any new offer even while the Agria Offer is still open;

7.7



PGC has accepted the Agria Offer for its 18.3% shareholding in PGW, with the result that Agria will
need only a further 12.7% of the shares in PGW to achieve its 50.01% threshold. This represents
just over 20% of all the shares not currently held by PGC or Agria. PGC may not accept any
subsequent offer while the Agria Offer remains open or in the event it is declared unconditional;



Agria has given no indication, at the date of this report, that it is a seller of its shareholding. In fact, it
has indicated the opposite by making its partial bid to acquire a 50.01% shareholding in PGW. It is
possible that, in the event Agria wishes to retain its shareholding in PGW, any full takeover offer may
result in the new offeror holding less than 100% of the shares in PGW with Agria remaining as a
substantial shareholder; and



there is no certainty that a takeover offer from the potential new bidder will be received or indeed at
what price, and on what terms and conditions, any such offer would be made. Importantly, minority
shareholders have the luxury of time and should not do anything in relation to the Agria Offer until
close to the Agria Offer closing date of 15 April 2011 (or until such time as any new offer is received).
In the event that a new offer is not forthcoming, PGW will advise shareholders of the fact with
sufficient time before the 15 April 2011 closing date to enable shareholders to decide whether or not
to accept the Agria Offer.

Summary
Agria has made a partial offer at $0.60 per share for 38.3% of the shares in PGW that it does
not already own, to take Agria’s total shareholding in PGW to 50.01%. The Offer is open for
acceptance until 15 April 2011 and may only be extended to 24 April 2011 at the latest.
The Agria Offer price is within Grant Samuel’s assessment of the value of PGW of NZ$0.53 to
NZ$0.65 per share and represents a premium of 18.3% over the VWAP for the 30 trading days
prior to the announcement of the Offer. The share price was at a historical low when the Offer
was made and, on the surface, may appear opportunistic.
The $0.60 Offer price was the outcome of a negotiation between PGC and Agria and in Grant
Samuel’s opinion is reflective of PGW’s poor current earnings performance.
PGC has
expressed its desire to exit its 18.3% shareholding in PGW in its entirety and has entered into a
pre-bid agreement with Agria under which PGC has accepted its entire shareholding into the
Agria Offer.
Agria has provided little detail regarding its intentions for PGW if its partial Offer is successful.
By accepting for all or part of their shareholding minority shareholders are effectively
approving Agria to become a controlling shareholder in PGW with little information on which to
base this decision other than the Offer price for the shares. On the other hand if the Agria Offer
were successful this would bring some stability to the PGW share register from a committed investor
who wishes to address the underperformance of PGW to the benefit of all shareholders.

If the Agria Offer is successful Agria will control PGW in all material respects on matters
requiring resolutions of the Board of Directors or the passing of ordinary shareholder
resolutions. However, Agria will be prohibited from voting on any resolutions relating to an
increase in its own shareholding or a material transaction to which it is party.
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A partial Offer means that shareholders who accept the Offer for more than 38.3% of their
shareholding in PGW will, in all likelihood, have their acceptances scaled back and will almost
certainly be left with an investment in PGW if the Offer is successful.
If the Offer is unsuccessful Agria will acquire no further shares in PGW and will remain as a
19.01% shareholder for the time being.
The independent directors of PGW have received an approach from another party who has
indicated an interest in making a full takeover offer for 100% of the shares in PGW. The
potential new bidder is currently undertaking due diligence on PGW and may or may not make
a takeover offer for PGW prior to the close of the Agria Offer. Grant Samuel strongly
recommends that PGW shareholders wait until close to the end of the Agria Offer period of 15
April 2011 before deciding whether or not to accept the Agria Offer. Any new bid may or may
not be more advantageous to PGW shareholders than the existing Agria Offer. PGW will keep
shareholders informed about the status of any potential offers in advance of the closing date of
the Agria Offer.
7.8

Acceptance of Rejection of the Offer
Acceptance or rejection of the Agria Offer is a matter for individual shareholders based on their own views
as to value and future market conditions, risk profile, liquidity preference, portfolio strategy, tax position
and other factors.
In particular, taxation consequences will vary widely across shareholders.
Shareholders will need to consider these consequences and, if appropriate, consult their own
professional adviser.
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8. Qualifications, Declarations & Consents
8.1

Qualifications
The Grant Samuel group of companies provides corporate advisory services (in relation to mergers and
acquisitions, capital raisings, corporate restructuring and financial matters generally), property advisory
services and manages property development funds. One of the primary activities of Grant Samuel is the
preparation of corporate and business valuations and the provision of independent advice and expert’s
reports in connection with mergers and acquisitions, takeovers and capital reconstructions. Since
inception in 1988, Grant Samuel and its related companies have prepared more than 400 public expert
and appraisal reports.
The persons responsible for preparing this report on behalf of Grant Samuel are Michael Lorimer, BCA,
Peter Jackson, BCom, CA, Alexa Preston, BBus, CA and Rachael Boswell, BSc (Hons). Each has a
significant number of years of experience in relevant corporate advisory matters.

8.2

Limitations and Reliance on Information
Grant Samuel’s opinion is based on economic, market and other conditions prevailing at the date of this
report. Such conditions can change significantly over relatively short periods of time. The report is based
upon financial and other information provided by the directors, management and advisers of PGW. Grant
Samuel has considered and relied upon this information. Grant Samuel believes that the information
provided was reliable, complete and not misleading and has no reason to believe that any material facts
have been withheld.
The information provided has been evaluated through analysis, enquiry, and review for the purposes of
forming an opinion as to the underlying value of PGW. However in such assignments time is limited and
Grant Samuel does not warrant that these inquiries have identified or verified all of the matters which an
audit, extensive examination or “due diligence” investigation might disclose.
The time constraints imposed by the Takeovers Code are tight. This timeframe restricts the ability to
undertake a detailed investigation of PGW. In any event, an analysis of the merits of the offer is in the
nature of an overall opinion rather than an audit or detailed investigation. Grant Samuel has not
undertaken a due diligence investigation of PGW. In addition, preparation of this report does not imply
that Grant Samuel has audited in any way the management accounts or other records of PGW. It is
understood that, where appropriate, the accounting information provided to Grant Samuel was prepared
in accordance with generally accepted accounting practice and in a manner consistent with methods of
accounting used in previous years.
An important part of the information base used in forming an opinion of the kind expressed in this report
is the opinions and judgement of the management of the relevant enterprise. That information was also
evaluated through analysis, enquiry and review to the extent practicable. However, it must be recognised
that such information is not always capable of external verification or validation.
The information provided to Grant Samuel included projections of future revenues, expenditures, profits
and cashflows of PGW prepared by the management of PGW. Grant Samuel has used these projections
for the purpose of its analysis. Grant Samuel has assumed that these projections were prepared
accurately, fairly and honestly based on information available to management at the time and within the
practical constraints and limitations of such projections. It is assumed that the projections do not reflect
any material bias, either positive or negative. Grant Samuel has no reason to believe otherwise.
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However, Grant Samuel in no way guarantees or otherwise warrants the achievability of the projections of
future profits and cashflows for PGW. Projections are inherently uncertain. Projections are predictions of
future events that cannot be assured and are necessarily based on assumptions, many of which are
beyond the control of management. The actual future results may be significantly more or less
favourable.
To the extent that there are legal issues relating to assets, properties, or business interests or issues
relating to compliance with applicable laws, regulations, and policies, Grant Samuel assumes no
responsibility and offers no legal opinion or interpretation on any issue. In forming its opinion, Grant
Samuel has assumed, except as specifically advised to it, that:

8.3



the title to all such assets, properties, or business interests purportedly owned by PGW is good and
marketable in all material respects, and there are no material adverse interests, encumbrances,
engineering, environmental, zoning, planning or related issues associated with these interests, and
that the subject assets, properties, or business interests are free and clear of any and all material
liens, encumbrances or encroachments;



there is compliance in all material respects with all applicable national and local regulations and laws,
as well as the policies of all applicable regulators other than as publicly disclosed, and that all
required licences, rights, consents, or legislative or administrative authorities from any government,
private entity, regulatory agency or organisation have been or can be obtained or renewed for the
operation of the business of PGW, other than as publicly disclosed;



various contracts in place and their respective contractual terms will continue and will not be
materially and adversely influenced by potential changes in control; and



there are no material legal proceedings regarding the business, assets or affairs of PGW, other than
as publicly disclosed.

Disclaimers
It is not intended that this report should be used or relied upon for any purpose other than as an
expression of Grant Samuel’s opinion as to the merits of the Agria Offer. Grant Samuel expressly
disclaims any liability to any PGW security holder who relies or purports to rely on the report for any other
purpose and to any other party who relies or purports to rely on the report for any purpose whatsoever.
This report has been prepared by Grant Samuel with care and diligence and the statements and opinions
given by Grant Samuel in this report are given in good faith and in the belief on reasonable grounds that
such statements and opinions are correct and not misleading. However, no responsibility is accepted by
Grant Samuel or any of its officers or employees for errors or omissions however arising in the preparation
of this report, provided that this shall not absolve Grant Samuel from liability arising from an opinion
expressed recklessly or in bad faith.
Grant Samuel has had no involvement in the preparation of the Target Company Statement issued by
PGW and has not verified or approved any of the contents of the Target Company Statement. Grant
Samuel does not accept any responsibility for the contents of the Target Company Statement (except for
this report).

8.4

Independence
Grant Samuel and its related entities do not have any shareholding in or other relationship or conflict of
interest with PGW or Agria that could affect its ability to provide an unbiased opinion in relation to the
Agria Offer. Grant Samuel had no part in the formulation of the Agria Offer. Its only role has been the
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preparation of this report. Grant Samuel will receive a fixed fee for the preparation of this report. This fee
is not contingent on the outcome of the Agria Offer. Grant Samuel will receive no other benefit for the
preparation of this report. Grant Samuel considers itself to be independent for the purposes of the
Takeovers Code.
8.5

Information
Grant Samuel has obtained all the information that it believes is desirable for the purposes of preparing
this report, including all relevant information which is or should have been known to any Director of PGW
and made available to the Directors. Grant Samuel confirms that in its opinion the information provided
by PGW and contained within this report is sufficient to enable PGW security holders to understand all
relevant factors and make an informed decision in respect of the Agria Offer. The following information
was used and relied upon in preparing this report:
Publicly Available Information


annual reports of PGW for the years ended 30 June 2008, 2009 and 2010;



the Simplified Disclosure Prospectus for an offer of additional ordinary shares by PGW dated 20
November 2009;



information on the PGW and PWF websites;



the Subscription Agreement between Agria and New Hope released to the New Zealand Stock
Exchange on 24 January 2011; and



other information on the agriculture industry and publicly listed companies with operations broadly
comparable to PGW including annual reports, interim financial results, press reports, industry studies
and information regarding the prospective financial performance of such companies.

Non Public Information

8.6



budgeted earnings, balance sheets and cashflows for PGW for the year ending 30 June 2011;



recent board papers of PGW;



monthly management accounts for PGW;



the Subscription Agreement between Agria and PGW dated 16 October 2009;



the Subscription Agreement between Agria Corporation and PGW dated 16 November 2009 in
relation to the issue of the CRNs; and



other confidential correspondence, reports and agreements as provided by PGW.

Declarations
PGW has agreed that it will indemnify Grant Samuel and its employees and officers in respect of any
liability suffered or incurred as a result of or in connection with the preparation of the report. This
indemnity will not apply in respect of the proportion of any liability found by a Court to be primarily caused
by any conduct involving gross negligence or wilful misconduct by Grant Samuel. PGW has also agreed
to indemnify Grant Samuel and its employees and officers for time spent and reasonable legal costs and
expenses incurred in relation to any inquiry or proceeding initiated by any person. Where Grant Samuel
or its employees and officers are found to have been grossly negligent or engaged in wilful misconduct
Grant Samuel shall bear the proportion of such costs caused by its action. Any claims by PGW are
limited to an amount equal to the fees paid to Grant Samuel.
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Advance drafts of this report were provided to the directors and executive management of PGW. Certain
changes were made to the drafting of the report as a result of the circulation of the draft report. There
was no alteration to the methodology, evaluation or conclusions as a result of issuing the drafts.
8.7

Consents
Grant Samuel consents to the issuing of this report in the form and context in which it is to be included in
the Target Company Statement to be sent to security holders of PGW. Neither the whole nor any part of
this report nor any reference thereto may be included in any other document without the prior written
consent of Grant Samuel as to the form and context in which it appears.

GRANT SAMUEL & ASSOCIATES LIMITED
3 February 2011

52

74

PGG WRIGHTSON LIMITED TARGET COMPANY STATEMENT 2011

Appendix A
Recent Transaction Evidence
A brief description of each of the transactions listed in Section 6.4 is outlined below:
AWB Commodity business Cargill Australia
On 15 December 2010 Cargill Australia Limited (Cargill) entered into a definitive agreement to acquire
majority of the commodity management business from AWB Limited (AWB) for approximately A$870 million in
cash. The consideration includes A$240 million representing indebtedness assumed by Cargill related to the
business. The deal is subject to customary conditions and regulatory approval, and is expected to complete
in the first half of 2011. The purchase price paid by Cargill will be the net asset value of the acquired business
plus a premium.
Agrium / AWB
On 14 August 2010 Agrium made an offer to acquire AWB for $A1.2 billion ($1.50 per share). Implementation
of the proposal was subject to receipt of foreign investment approval, removal of the 10% shareholding cap
under AWB’s constitution and the negotiation of an implementation agreement. On 15 November 2010, the
shareholders of AWB approved the scheme of arrangement and the scheme was successfully executed on 3
December 2010. Agrium acquired AWB with the intention of integrating Landmark into its business and
divesting the commodity management business (as outlined in the transaction above). Landmark is a rural
services business and Australia’s largest distributor of merchandise and fertiliser. Landmark also owns 50%
of New Zealand rural supplies company RD1, the other 50% of which is owned by Fonterra. The transaction
represented forecast EBITDA and EBIT multiples of 9.8 and 11.4 times respectively. By virtue of the
divestment of AWB’s commodity management businesses, an estimate of the EBITDA multiple paid for
Landmark can be derived. Grant Samuel estimates the historical and forecast EBITDA multiple paid for
Landmark to be 11.5 and 13.0 times respectively.
Talleys / AFFCO
On 10 June 2010 Talleys Group Limited (Talleys) made a takeover offer to acquire the remaining 47.17%
stake in AFFCO Holdings Limited (AFFCO) at NZ$0.37 per share. On 11 June 2010, Talleys entered into a
pre-bid agreement to acquire all the shares of AFFCO from Toocooya Nominees achieving 90.47% and
allowing Talleys to acquire 100% of AFFCO under the compulsory acquisition rules. The transaction
represented historical EBITDA and EBIT multiples of 6.6 and 10.0 times respectively. AFFCO engages in the
procurement, processing, and marketing of meat and associated products primarily in New Zealand.
Viterra / ABB Grain
On 19 May 2009 Viterra Incorporated (Viterra) signed an implementation agreement to acquire ABB Grain
Ltd (ABB) for A$1.5 billion in cash or stock. The shareholders were offered cash or scrip, or cash and scrip
(A$8.70 per share or 0.9062 Viterra shares for one ABB share, or A$4.35 per share in cash and 0.4531
Viterra share). The offer included a number of conditions including a maximum cash election of 75% of the
consideration paid and a maximum share election of 50% of the consideration or 78.3 million shares of
Viterra. On 18 September 2009 Viterra completed the acquisition of ABB. The transaction represented
historical EBITDA and EBIT multiples of 16.0 and 21.4 times respectively and forecast EBITDA and EBIT
multiples of 12.3 and 15.6 times respectively. ABB is focused on grain accumulation and marketing, grain
receivable and storage, malting and fertilisers.
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Saskatchewan Wheat Pool / Agricore United
On 6 March 2007 Olam International (Olam) made a full takeover offer to acquire Queensland Cotton
Holdings Ltd (Queensland Cotton) at A$4.75 per share in cash increasing to A$5.05 in the event that
compulsory acquisition was achieved. The offer had a number of conditions including a 50% minimum
acceptance level and approval by Foreign Investment Review Board. On 28 May 2007 Olam increased the
offer to $5.65 per share, increasing to $5.90 per share in the event 75.1% holding was achieved. On 17 July
2007 Olam completed the acquisition of Queensland Cotton. The transaction represented historical EBITDA
and EBIT multiples of 13.1 and 24.0 times respectively. Queensland Cotton engages in the purchase,
processing, risk management, sale, classification, storage, and transportation of processed cotton.
Saskatchewan Wheat Pool / Agricore United
On 9 May 2007, Saskatchewan Wheat Pool (Saskatchewan) revised its offer to acquire Agricore United
(Agricore) for C$1.8 billion. Saskatchewan offered C$20.50 cash for each outstanding common share and
C$24 cash (plus accrued and unpaid dividends) for each Series A convertible preferred share. On 11 June
2007 Saskatchewan achieved 75% control, satisfying the 75% minimum tender condition under the offer.
Saskatchewan completed the acquisition of Agricore on 15 June 2007. As of 13 March 2008, Saskatchewan
officially changed its name to Viterra. The transaction represented historical EBITDA and EBIT multiples of
10.6 and 16.1 times respectively. Agricore provides a range of goods and services to western Canadian
farmers, as well as marketing agricultural commodities in Canada and internationally. The company operates
in four segments: Grain Handling and Merchandising, Crop Production Services, Livestock Services, and
Financial Markets.
Agrium / Royster-Clark
On 8 November 2005 Agrium made a full takeover offer to acquire Royster-Clark Ltd (Royster-Clark). The
initial offer of C$10.00 per unit was initially rejected. Agrium increased the offer twice during the process and
extended the offer to 8 February 2006 at C$11.90 per unit. The takeover was successful. The transaction
represented historical EBITDA and EBIT multiples of 11.5 and 20.6 times respectively. Royster-Clark engages
in retail and wholesale distribution of mixed fertiliser, fertiliser materials, seed, and crop protection products to
farmers in the southeast and midwest of the United States. It also operates retail farm centres, granulation,
blending, and seed processing facilities, and a network of storage and distribution terminals and warehouses.
Agrium /UAP Holding
On 2 December 2007 Agrium signed a definitive agreement to acquire UAP Holding Corp (UAP) for US$2.1
billion in cash. Agrium commenced a tender offer to purchase all of the outstanding shares of UAP at a price
of $39 per share in cash. Agrium also acquired all the outstanding options and restricted stock units of UAP.
The offer was subject to customary regulatory approvals, which were not completed until 1 May 2008. On 2
May 2008 Agrium completed the acquisition of 98.5% of UAP. The remaining shares were acquired in a short
form merger. The transaction represented historical EBITDA and EBIT multiples of 12.9 and 14.5 times
respectively and forecast EBITDA and EBIT multiples of 11.7 and 12.9 times respectively. UAP operates as a
distributor of agricultural inputs and professional non-crop products in the United States and Canada.
Landmark RD1
On 22 May 2006 Fonterra and Landmark announced a joint venture to expand rural retail on both sides of the
Tasman utilising Fonterra’s RD1 stores in New Zealand and rebranded Landmark Fonterra stores in Australia.
The NZ$35-45 million investment represented an enterprise value of approximately NZ$80 million. The
transaction represented approximate historical EBITDA and EBIT multiples of 6.3 and 7.9 times respectively.
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Pyne Gould Guinness / Wrightson
On 5 July 2005 PGG and Wrightson announced an agreement to merge the two companies. Under the
Proposed Merger PGG proposed to acquire all the shares in Wrightson to effect the amalgamation of the two
companies at a ratio of 1.154 PGG shares to 1 Wrightson share. Following completion of the Merger, PGG
shareholders owned 40.0% and Wrightson shareholders owned 60.0% of the amalgamated company. The
transaction represented historical EBITDA and EBIT multiples of 9.2 and 10.4 times respectively and forecast
historical EBITDA and EBIT multiples of 8.1 and 9.5 times respectively.
Wrightson / Williams and Kettle
On 24 December 2004 Wrightson announced its intention to make a full takeover offer to seek to acquire the
80.1% of the ordinary shares in Williams & Kettle it did not already own. Wrightson offered to pay Williams &
Kettle shareholders $4.70 per share, paid either wholly in cash or by way of one ordinary voting Wrightson
share plus $2.70 per share. Wrightson completed the acquisition of the remaining 80.1% of the ordinary
shares in Williams & Kettle on 10 March 2005. The transaction represented historical EBITDA and EBIT
multiples of 9.9 and 11.5 times respectively and forecast EBITDA and EBIT multiples of 10.2 times and 11.7
times based on Williams & Kettle’s budget at the time of the offer.
Rural Portfolio Investments / 50.01% of Wrightson
On 6 April 2004 RPI announced its intention to make an offer to purchase a sufficient number of shares to
take RPI’s holding in Wrightson to 50.01% at a price of $1.50 per share. The offer was subsequently
increased to $1.65 per share on 1 June 2004 and on 23 June 2004 RPI announced they had received
sufficient acceptances to the offer to take RPI’s holding to 50.01%. The price of $1.65 per share represented
historical EBITDA and EBIT multiples of 8.6 and 11.4 times respectively and forecast EBITDA and EBIT
multiples of 6.8 times and 8.5 times respectively.
AWB / Landmark
On 29 August 2003 AWB announced that it had acquired Landmark from Wesfarmers. Landmark was
Australia’s largest supplier of farm inputs including fertiliser and chemicals. It also had significant interests in
wool and livestock marketing, rural property and real estate sales, and finance and insurance. Landmark
operated 430 outlets throughout Australia. Approximately half of these outlets were company-owned, with
the remainder owned and operated by franchisees, agents and affiliate members. Landmark’s earnings
forecast implied a forecast EBITDA multiple of 8.9 to 9.6 times.
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Appendix B
Comparable Listed Companies
A brief description of each of the companies listed in Section 6.4 is outlined below:
Agrium Incorporated
Agrium, together with its subsidiaries, produces and markets agricultural nutrients, industrial products, and
specialty products worldwide. The company also operates a retail channel supplying agricultural products and
services in North and South America. As of 31 January 2010 Agrium operated 826 retail centres in North and
South America, Australia and New Zealand. The company’s Wholesale segment produces, markets, and
distributes nitrogen, phosphate, potash, sulphate, and other crop nutrient products for agricultural and industrial
customers. Agrium’s revenue and earnings declined in FY2009 due to a significant decline in prices for all crop
nutrients and lower demand for potash and phosphate products in the first half of 2009. In FY2010 Agrium
acquired AWB to obtain Landmark and expand its retail operations in Australia. Subsequent to this transaction
they sold the commodity management business to Cargill Australia. One of Agrium’s growth objectives is to
grow Retail EBITDA to US$1 billion by 2015 and the company has highlighted strategic acquisitions as a key
component to achieve this growth.
Revenue segmentation

Historical Revenue ($NZ)

Advanced Technologies!

17,238!
12,600!

Wholesale!

6,858!

Retail!
2007!

2008!

2009!

International!

Monsanto Company
Monsanto Company (Monsanto), together with its subsidiaries, provides agricultural products for farmers in the
United States and internationally. It operates in two segments, Seeds and Genomics, and Agricultural
Productivity. The Seeds and Genomics segment produces corn, soybean, canola, and cotton seeds, as well as
vegetable seeds, including tomato, pepper, eggplant, melon, cucumber, pumpkin, squash, beans, broccoli,
onions, and lettuce seeds. This segment also develops biotechnology traits that assist farmers in controlling
insects and weeds, as well as providing genetic material and biotechnology traits to other seed companies. The
Agricultural Productivity segment offers glyphosate-based herbicides for agricultural, industrial, ornamental, and
turf applications, lawn-and-garden herbicides for residential lawn-and-garden applications, and other herbicides
for the control of pre-emergent annual grass and small seeded broadleaf weeds in corn and other crops. The
company sells its products through distributors, independent retailers and dealers, agricultural cooperatives,
plant raisers, and agents, as well as directly to farmers. Monsanto’s revenues declined in FY2010 primarily as a
result of decreased sales of Roundup and other glyphosate-based herbicides in the United States, Europe and
Brazil. Monsanto is viewed as a leader in agricultural biotechnology. The market’s outlook for the company
includes double-digit growth in seeds, supported by an industry-leading pipeline of new products, and a rising
adoption of biotech traits.
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Revenue segmentation

Historical Revenue ($NZ)

Asia-Paciﬁc!Other!
EuropeAfrica!

17,133!

Agricultural
Productivity!

16,177!
15,005!

Sth America!
Seeds and
Genomics!

Nth America!

2008!

2009!

2010!

Syngenta AG
Syngenta AG (Syngenta), engages in the discovery, development, manufacture, and marketing of a range of
products designed to enhance crop yields and food quality worldwide. It operates in two segments: Crop
Protection and Seeds. The Crop Protection segment offers herbicides primarily for corn, cereals, soybean, and
rice, fungicides for corn, cereals, fruits, grapes, rice, soybean, and vegetables, insecticides for fruits, vegetables,
and field crops, seed care primarily in corn, soybean, cereals, and cotton, and professional products, such as
products for public health, and turf and ornamentals. The Seeds segment develops, produces, and markets
seeds and plants based on advanced genetics and related technologies. Syngenta’s revenues declined in
FY2009 primarily as a result of currency movements (sales were up 1% at constant exchange rates). Syngenta
has the number one position globally in the Crop Protection industry with around 19% market share and the
market anticipates further market share gains and in increase in volume as growers' potential returns improve
materially.
Revenue segmentation

Historical Revenue ($NZ)

Asia Paciﬁc!

19,975!

North
America!

Seeds!

15,172!
12,024!

Latin
America!

Crop
Protection!

Europe, Africa, Mid East!

2007!

2008!

2009!

Ruralco Holdings Limited
Ruralco Holdings Limited (Ruralco) offers various products and services primarily to the rural market in
Australia. The Rural Services segment offers livestock agency, wool broking, rural merchandise, rural
machinery, stock food manufacture, and finance and insurance services. Ruralco’s revenues and earnings
increased in FY2010 was a result of improved seasonal conditions across most of eastern Australia, higher
commodity prices and strong growth in rural supplies.
Revenue segmentation

Historical Revenue ($NZ)
1,188!

1,047!

2008!

Australia!

1,021!

2009!

2010!

Rural
Services!
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Elders Limited
Elders Limited (Elders) provides rural and forestry services, as well as automotive components in Australia. The
company’s Rural Services segment offers a range of agricultural products and services through a common
distribution channel. This segment engages in the marketing and sale of livestock and meat, cropping inputs,
fertilizers, animal health products, general farm needs, and provision of greasy wool brokerage services. The
Forestry Services segment engages in the hardwood plantation management and timber processing. The
Automotive Components segment manufactures and sells automotive components, which include seating,
heating ventilating, and air-conditioning systems. In FY2010 revenue and earnings were supported by a strong
Automotive performance. The Rural Services division faced challenges, however the company has announced it
is line to deliver A$45 million in cost savings in FY2011. At 30 September 2010 Elders debt position improved
and total debt has reduced further as a result of selling their 40% holding in Rural Bank for A$165 million plus
dividends.
Revenue segmentation

Historical Revenue ($NZ)
Forestry!
Automotive !

3,285!
2,931!

Rural
Services!

Australia!

2,723!

2009!

2010!

Nufarm Limited
Nufarm Limited (Nufarm), together with its subsidiaries, operates as a crop protection company in Australia,
New Zealand, Asia, the Americas, and Europe. It manufactures and sells a range of agricultural chemicals used
by farmers to protect crops from damage caused by weeds, pests, and disease. Sales declined in FY2010 as a
result of climatic conditions across Australia, North America, Europe and Canada. Nufarm recently announced
a positive first quarter result with EBIT well ahead of the first quarter EBIT in FY2010. All major regions were
ahead or in line with the markets expectations.
Revenue segmentation

South
America!

Historical Revenue ($NZ)

3,198!

Australasia!

3,380!
2,706!

Europe!

2008!

North
America!

2009!

2010!

Crop Protection Industry!

Ridley Corporation Limited
Ridley Corporation Limited (Ridley), together with its subsidiaries, engages in the production and marketing of
stockfeed and animal feed supplements to primary producers and rural communities in Australasia. The
company produces and markets stock and poultry feeds, aqua-feeds, vitamins, mineral supplements, and rural
merchandise. It serves food producers in the beef, dairy, poultry, pig, sheep, and aquaculture industries, as well
as laboratory animals and equine and canines in the recreational sector. The company also produces and
refines solar salt and in FY2010 this contributed approximately 45% of total earnings. Despite sales decreasing
in FY2010 the company achieved record profitability as a result of significant cost reductions.
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Revenue segmentation

Historical Revenue ($NZ)
Salt!
1,055!
1,023!

894!

AgriProduct!

Australasia!

2008!

2009!

2010!

Lindsay Australia Limited
Lindsay Australia Limited (Lindsay) engages in the transportation of refrigerated and general freight, as well as
merchandising of rural supplies in Australia. The company operates two segments, Transport and Rural. The
Transport segment provides line haul, dry and general freight, refrigerated freight, express parcel; local pick-up
and delivery, and warehousing, cold storage, and distribution services. The Rural segment engages in the sale
and distribution of a range of agricultural products, including packaging, fertilizers, chemicals, and irrigation
equipment to farmers. The company primarily serves customers in the food processing, food services, fresh
produce, rural, and horticultural sectors. From January to April 2010 the Group traded below expectations as a
result of adverse weather conditions and capacity utilisation. This adversely affected the result achieved for the
FY2010 financial year. The Rural segment contributed approximately 30% of earnings in FY2010.
Revenue segmentation

Historical Revenue ($NZ)

273!

271!

Rural !
247!

Transport!

Australia!

2008!

2009!

2010!

GrainCorp Limited
GrainCorp Limited (GrainCorp) is an international agribusiness. It supplies malt for use in the production of
beer and whisky to brewers and distillers, stores and handles grains, trades in wheat, barley, soybean meal,
sorghum, and oilseeds, and provides supply chain solutions. The company also supplies agricultural chemicals,
seeds, and fertilisers to growers, and provision of various technical services, including quality assessment, tissue
testing, head testing, and germination testing. GrainCorp’s share price and therefore implied EBITDA and EBIT
multiples have been impacted recently as a result of merger and acquisition activity. In July 2010 GrainCorp
entered into merger discussions with AWB. This merger did not proceed due to Agrium acquiring AWB.
Revenue segmentation

Historical Revenue ($NZ)
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Malt!
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