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Relevant Events 

¶ Arrowhead increased the target price of Proteak’s CPOs, situating the price in a range 

between MXP 29.19 and 32.78 as of December 2015. A Discounted Flows methodology was 

used. 

Relevant Issues 

¶ The construction of the MDF board plant in Huimanguillo, Tabasco, had a slight delay; the 

first board was reprogrammed to February 2, 2016.  

¶ Finnfund made its last capital injection for USD 2.1MM, thereby confirming the solidity of the 

project. 

MDF Business Unit 

Plant Construction 

The date for the first board changed from 4Q15 to February 2, 2016 (the manufacture of the first 

board was announced after the 4Q15 as a highlight on February 3, 2016). With this, the country’s 

largest industrial-forestry investment significantly reduces the risk associated to project completion 

as well as the technical uncertainties. In 2016, Proteak will begin a new operative phase in the board 

business. 

As of quarter end, civil works were 98% completed and the machinery assembly made significant 

progress, particularly inside the industrial building where the press, the heart of the process, is 

installed. The Electric Substation is completed and functioning 100%, additionally the connection to 

Pemex Gas duct was made. 

As part of the agreement between Proteak and FINSA, the team that is working on-site since 1Q15 

was expanded with highly qualified and experienced personnel to support the start-up of the MDF 

Plant. 

Commercialization 

Regarding marketing, Proteak continued making progress with the sale of third-party boards, 

increasing the volume considerably. 4Q15 was the quarter with the highest sold volume. 

Furthermore, the customer base was significantly expanded with seven new clients. The latter 

already covers several Mexican states such as Distrito Federal, Puebla, Hidalgo, Michoacán, 

Morelos, Nuevo León, Coahuila, Jalisco, Querétaro, San Luis Potosí and Guanajuato. Panel imports 

from Brazil have been putting pressure on local prices, which remain constant in Mexican Pesos. 
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On the other hand, Proteak made progress in the development of its commercial strategy for panel 

exports from Mexico to United States, focusing on value-added products.   

In preparation for the intensive operation that will derive from the MDF plant start-up, 85% of the 

staff has been recruited and training has started. The Strategic Logistics Plan is already ongoing 

with great success, developing suppliers according to the “Proteak Standard” of quality and service. 

Forestry 

The 2015-16 annual planting program has been moving forward in line with regional precipitation, 

which has been delayed due to the effects of the phenomena known as “El Niño” (more information 

about this phenomena available at:                   

http://www.mymodernmet.com/profiles/blogs/atacama-desert-rainfall-phenomenon). 

In the case of Eucalyptus, which will supply the MDF Plant, the 2015-16 program contemplates 

planting 2,250 hectares. At the end of the quarter, 1,600 hectares were already prepared and/or 

planted and an additional 1,600 hectares from the 2014-15 campaign had received maintenance. It 

is worth mentioning that less rain reduces the need for maintenance in forestry plantations. 

During the period, the sourcing of land advancced significantly with the acquisition of four properties 

totaling 1,160 effective hectares for Eucalyptus plantations. Conditions are in line to complete the 

2015-16 plantation campaign at the end of 1Q16. 

Teak Business Unit 

Commercialization 

During the quarter, the harvest of the mature Teak plantations acquired in 2010 in Tabasco 

continued. Thus, during the 4Q15, 51 containers of Mexican Teak were exported to India and China 

totaling 71 containers during the year. With this, the promotion of “Mexico Teak” started in the Asian 

markets. Even though the marginal contribution of Mexican wood has being smaller than the 

contribution of wood from other origins (especially Colombia and Costa Rica), we are working in 

positioning it as well as optimizing harvest and distribution operations. The objective is to obtain 

similar marginal contributions as of year-end 2016. 

Following the sales strategy that privileges price over volume, during the 4Q15 Proteak exported 

179 Teak containers from its plantations in Colombia to India, China and Vietnam, totaling 552 

containers during the year. Despite the existing pressure of smaller diameter wood prices in Asian 

markets, during the quarter Proteak managed to obtain sales prices 20% above the budget, and .5% 

higher than those obtained the same quarter last year. 

http://flip.it/0RiRQ
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Proteak is developing a new commercialization strategy for Teak thinnings (younger wood with less 

quality), the market for these wood presents less differentiation opportunities and a bigger supply. 

Although this wood represents less than 30% of the total sales of a plantation, it is essential to 

maintain our value strategy. 

Forestry 

In the case of Teak, the annual plantation program contemplated planting 270 hectares for the 2015-

16 campaign. The latter was postponed to focus on the operational capacity of Eucalyptus 

plantations. At the end of the quarter, over 7,000 Teak hectares in Mexico, Costa Rica and Colombia 

had received maintenance. 
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Income Statement Analysis 

SUMMARY OF RESULTS AND KEY INDICATORS 

 

 

I. Income Statement Analysis 

Sales 

Sales of the year are in line with 2014. While in Teak we maintained favorable margins, there are 

three main differences: 

¶ During 2015, third-party MDF sales started, allowing us to move along with the marketing 

strategy and the development of the distribution channel. Even though the volume has been 

relatively low (MXP 76MM approximately), with a null contribution to results and flow, had the 

same volume been manufactured and sold by Proteak, it would have resulted in a break-even 

EBITDA. 

¶ When the plant capacity was increased by 40%, the Company stopped selling Eucalyptus in 

order to supply the MDF Plant since 1Q15. 

¶ As a result of the effects of the phenomena known as “El Niño”, 2015 was a year with low 

precipitations compared to 2014, which resulted in a  slower growth of the plantations 

(revaluation in results, MXP 168MM in 2015 vs MXP 231MM in 2014). 

Quaterly results reflected positive margins. Total quarterly sales reached MXP 97MM, 44% higher 

than those registered in 3Q15 and 58% above 4Q14 sales. The increase in Teak sales compared to 

the 3Q15 reflects mainly the first exports of Mexican Teak to Asian markets. 

In '000 MXP 4Q'15 4Q'14 Q vs Q YTD 2015 YTD 2014 YoY

Teak Sales 44,585      44,512      0% 144,963    130,672    11%

Eucalyptus / Panel Sales 52,575      16,796      213% 87,274      57,032      53%

Income from Revaluations 31,454      167,214    (81%) 168,094    231,158    (27%)

Other Income / Expenses, Net (1) 20,979      3,890        439% 30,916      10,609      191%

Teak Sales Cost 38,158      36,802      4% 120,375    123,918    (3%)

Eucalyptus Sales Cost 53,409      14,027      281% 87,274      39,857      119%

Gross Margin 58,026      181,583    (68%) 223,597    265,696    (16%)

Teak Gross Margin Without Revaluation 6,426        7,710        (17%) 24,587      6,754 264%

Eucalyptus / Panel Gross Margin Without Revaluation(834) 2,769 (130%) -           17,175      (100%)

Operating Income 31,108      141,283    (78%) 115,192    165,521    (30%)

Debt 1,461,144 249,429    486% 1,461,144 249,429    N/C

Total Liabilities / Total Assets 0.4            0.2            88% 0.4            0.2            88%

Debt / Equity 0.5            0.1            354% 0.5            0.1            N/C

Debt / Total Assets 0.3            0.1            247% 0.3            0.1            N/C

Debt / Current Assets 1.7            0.3            460% 1.7            0.3            N/C

N/C Not Comparable

(1) Other Net Income considers subsidies, asset sales and other expenses.
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Eucalyptus Sales show the sale of MDF panels imported by a third-party. This commercial strategy 

aims at creating a client portfolio and defining efficient distribution channels to sell the Company’s 

own products once the Huimanguillo MDF plant starts operating in 2016. The outcome of this 

strategy was clearly shown in the quarter’s results, since 61% of the total panel sales took place 

during the 4Q15. 

 

Net Quarterly Sales totaled MXP 153MM, 34% lower than those registered the same quarter last 

year, mainly driven by an decrease in the revaluation of Biological Assets.   

Income from the Biological Assets Revaluation decreased mainly for two reasons. The plantations, 

which are valued through a physical inventory, received less precipitation thus diminishing their 

growth. Furthermore, in 2015 only 1,234 hectares changed from being recognized by historical cost 

to reasonable value vs 2,133 hectares that changed in 2014. Revaluations do not include the 

exchange effect (it is directly reflected in the balance sheet) derived from the appreciation of the 

USD, the functional currency of Proteak. 

Within the Financial Statements of the 4Q15, in both, the Income Statement as well as in the Balance 

Sheet, one of the most important items is Proteak’s income from Biological Assets Revaluation (the 

wood). 

Following international accountable standards (IFRS), a forestry Company must register the value 

of its Biological Assets (m3 of wood) in time according to its age following the subsequent rules:  

1. Wood from plantations under 3 years are registered by historical cost.. 

 

2. For plantations between 3 and 8 years, the reasonable value of the wood is determined with 

growth curves based on inventories. 

 

3. For plantations over 8 years and when the diameter measured at breast height (DBH) is at 

least 20cm, the wood will be valued according to a physical inventory where trees are 

measured in the field. 
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Throughout the year, the company makes income provisions from the Biological Asset Revaluation. 

Nevertheless, it is during the last quarter of the year when a physical inventory takes place and the 

final value of the year’s revaluation is registered.  

Additionally, Net Sales include the Sale of Goods and Subsidies received. During the quarter, 

Proteak received MXP 20MM in subsidies from CONAFOR’s PRONAFOR Program for the 

Eucalyptus and Teak plantations, as well as subsidies received from FIDEET. 

Sales Costs, General Expenses and Net Income 

Gross Margin for the quarter reached MXP 61MM, 1% higher than that registered in 3Q15, reflecting 

a combination of the following factors: more volume, higher sales prices and a more efficient product 

mix. 

In both Teak and Eucalyptus/MDF, the sales costs are in line with what was expected. In 

Eucalyptus/MDF the strategy was to open distribution channels and create a client portfolio, thus the 

sales were made virtually at a cost level. 

General Expenses for the quarter totaled MXP 27MM, in line with the Company Budget and reflecting 

the cost of the Employee CPO Program. It should be noted that this is a non-cash item so it does 

not represent an actual cash outlay for Proteak. 

General Expenses of 2015 increased 8% compared to 2014, mainly due to the inclusion of new 

hiring and expenses related to the MDF project. The Company estimates that expenses will stabilize 

after the second semester of 2016, given that almost all administrative personnel for the MDF project 

has already been hired and only vacancies at an operational level are pending. 

The increase in Net Sales, combined with a lower revaluation of the Biological Asset and a strict 

control of General Expenses, resulted in an Operating Profit of MXP 115MM, 30% higher than the 

one registered last year. The objective of Proteak’s 2015 sales strategy was to develop a client 
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portfolio and define distribution channels, in order to pave the way for market penetration and 

massive production in 2016. Results will be visible in 2S16. 

Net Income for the year reached MXP 69MM. 

 

II. Balance Sheet Analysis 

Assets 

As of December 2015, total assets of the Company amounted to MXP 5,229MM, 69% higher than 

year-end 2014, an unprecedented growth mainly driven by investment in the MDF plant, the capital 

increase that took place in May for MXP 371MM, and the exchange rate effect on Teak Assets.  

Among Current Assets, Clients stand out with a total of MXP 115MM, showing an increase of MXP 

50MM compared to December 2014 mainly due to the incorporation of MDF clients. 

Other Accounts Receivable varied by MXP 133MM compared to year-end 2014, mainly due to VAT 

that is pending to recover. 

Inventory increased MXP 87MM compared to December 2014 as a natural consequence of the start 

of Eucalyptus wood harvest in to suply the MDF plant. It also includes the inventory of third-party 

panels to be commercialized. 

Other Assets reflect the reclassification of MXP 112MM from Prepaid Expenses for the MDF plant 

machinery; once the machinery is installed, it will be reclassified as Machinery and Industrial 

Equipment. 

Real Estate registered an increase of 12% compared to year-end 2014, reflecting the progress in 

the construction of the industrial building for the MDF plant and the incorporation of land acquired 

for Eucalyptus plantations as well as the impact of the land revaluation.       

Machinery and Industrial Equipment recorded an increase of MXP 1,329MM driven by the integration 

of equipment for the MDF plant, already being installed and almost concluded.      

Biological Assets (Current and Non-Current) increased 29% compared to December 2014, reflecting 

the new acquisitions and the provision for Biological Asset revaluation corresponding to 2015, which 

is composed by a mix of different effects that can be broadly classified as (i) new acquisitions, (ii) 

growth, and (iii) exchange rate.  
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During 2015, the closure of 17 plots in Colombia confirmed the improvement of the estimation of 

Biological Assets that was implemented in 2015, yielding a variation of only 1.4% between estimated 

book value and realized value. 

The value of Proteak’s plantations is mainly modified by four factors: (i) capitalized forestry 

expenses, (ii) exchange rate, (iii) revaluations representing the growth of biological assets, and (iv) 

outflows from the wood’s cost of sales. 

MXP 1,309 

MXP 1,690 
+29% in MXP 

BA: Biological Assets 

USD 3,727M USD 4,289M USD 4,359M 

Change in valuation 

methodology in 2014 

increased BA by 17% 

In 2015, 17 plantations in 

Colombia closed yielding a 

variation of only 1.4% 

equivalent to USD 60k 
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So far this year, the following has been registered: (i) MXP 157MM in capitalized forestry expenses, 

destined for both, maintenance of existing plantations and planting of new ones, with the purpose of 

improving their expected return by maintaining growths that overcome those originally expected; (ii) 

MXP 126MM from revaluation of the USD; (iii) MXP 168MM in revaluation derived from the previously 

discussed growth; and (iv) MXP 70MM, which represent the wood’s cost of sales. During the quarter, 

harvested wood amounted to 38 Mm3 (thinnings and harvest).    

Long-Term Assets Kept for Sale are mainly non-strategic plots that will be sold in the medium term. 

These assets are located in Costa Rica with a value of MXP 103MM; the 16% variation compared 

to year-end 2014 figures stems mainly from the appreciation of the US Dollar. 

 Liabilities and Equity 

 

Accounts Payable increased MXP 249MM vs year-end 2014 due to deferred payments to MDF plant 

suppliers and the counts arising from MDF panel imports commercialized in 2015. 

Deferred Tax Liabilities show the provisions that were generated by the annual calculation of 2015 

Taxes. 

Other Liabilities with Cost recorded an increase of MXP 1,129MM, mainly due to the disbursements 

of the credit with AKA-Commerzbank for the acquisition of machinery for the MDF plant. They also 

include the first disbursement of the credit line signed with FND in May 2015, the last disbursement 

of the IFC loan in June 2015 and the last disposition of the credit line signed with FND in 2012. 

During the quarter, Proteak made the first amortization of principal of the IFC 2012 credit line for a 

total of MXP 5.2MM and the first amortization and payment of interests of the two credit lines signed 

with FND in 2010 for a total of MXP 2.5MM of principal and MXP 9MM of interests. 

Total Equity reached MXP 3,148MM as of December, MXP 710MM higher than the 2014 year-end 

figure, showing the capital increase completed in May, the premium in the subscription of employee 

shares and the conversion effect as a result of the US Dollar appreciation. Proteak’s solvency 

continues strong with an Equity to Liabilities ratio of 1.5 to 1. 
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III. Cash Flow Analysis 

During the fourth quarter, the Company’s cash flow position recorded a net decrease of MXP 55MM, 

as investment activities and new plantations were funded.  

Investment Activities amounted to MXP 314MM, net of the sale of certain assets available for sale, 

and included mainly the acquisition of Equipment, Advanced Payments and Civil Works related to 

the MDF plant. 

The difference between Operating cash flows and Investment Activities was funded mainly with 

capital contributions from institutional investors received in 2Q15 (MXP 371MM), in addition to 

disbursements of the AKA/Commerzbank loan (MXP 217MM), FND ministration (MXP 2.7MM) and 

the last capital injection from Finnfund (USD 2.1MM). 

The period’s cash flow evolved in line with the Company investment plan, with an ending cash 

position of MXP 171MM.  
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Environmental and Social Development 

Environmental Development 

During the last quarter of 2015, the annual Forest Stewardship Council® (FSC®) Forest 

Management audit for Eucalyptus plantations concluded positively. All FSC® principles and 

standards were fulfilled with two minor non-conformities. The latter will be corrected and closed by 

1S16. During the audit all the plantations in the region of Oaxaca were audited and are now certified. 

The FSC® pesticide derogation process was temporarily suspended by the same organization due 

to complaints and comments from certified companies regarding the new pesticide list published in 

March 2015. For the moment, and until further notice, the prohibition will not apply to new pesticides. 

Carbon Credits 

During 4Q15, the first verification visit to obtain Carbon Credits was performed by AENOR, the same 

agency that had previously performed the verification process. 

The project named “Fresh Breeze Afforestation Project” was developed under the VCS standards. 

Initially it will cover a surface of 4,270 hectares of Teak plantations in the states of Chiapas, Nayarit 

and Tabasco. It is expected to increase 1,200 hectares annually during an accreditation period of 40 

years. 

The verification process was conducted to confirm an initial capture of 251,045 tCO2e. The average 

price for each ton in the voluntary market is € 5.98 as of February 19, 2016. 

Social Development 

The Company’s Local School Support Program started in Huimanguillo. The first activities will take 

place during the first week of January 2016 to paint the elementary school at Paso del Rosario. The 

school has 89 students. 

Secondly, the preschool located in the Lic. Antonio Zamora community, will receive support. to 

improve their facilities which are not suitable for the children. A new classroom will be built for the 

school’s 15 students. 

In both cases, meetings with parents and teachers took place in order to explain de scope of the 

project. In addition, they were requested to collaborate with labor for jobs that do not require skilled 

labor. 
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Stock Development 

During the quarter, the market continued recognizing the fundamental value of Proteak; the Price of 

its OPC (CPO for its name in Spanish) remained above MXP 18.00, with an average of MXP 18.50 

vs a MXP 14.92 average during 4Q14. 
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Proteak Informs 

¶ Independent Analyst 

As part of the independent analyst program, follow-up of Proteak’s OPC is performed by: 

 

Ernesto Gustavo O´Farrill Santoscoy 

eofarrills@bursametrica.com 

Tel: (55) 5531 0042 

Bahía de Todos los Santos #26 

Col. Verónica Anzures 

Delegación Miguel Hidalgo 

C.P. 11590, México, D.F. 

¶ Investor Relations Agency 

 

Alejandro Ramírez Arcia 

alejandro.ramirez@irconsulting.mx 

Tel: +52 (55) 5256 – 5705 
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Financial Statements 

The following table presents a summarized quarterly Income Statement in MXP ‘000, and a 

comparison with the same period of 2014. Regarding Gross Profit, Operating Profit and Net Income, 

the table shows the percentage of net sales plus revaluation income they represent. 

 

 

 

 

 

 

 

 

 

 

  

4Q15 % Dic'15 % 4Q14 % Dic'14 %
Ⱥ 4Q'15 vs 

4Q'14

Ⱥ Dec'15 

vs Dec'14

Teak Sales 44,585      30% 144,963    34% 44,512         19% 130,672    30% 0% 11%

Eucalyptus / Panel Sales 52,575      35% 87,274      20% 16,796         7% 57,032      13% 213% 53%

Revaluations 31,454      21% 168,094    39% 167,214       72% 231,158    54%  (81%)  (27%)

Other Income/Expenses, Net 20,979      14% 30,916      7% 3,890           2% 10,609      2% 439% 191%

Teak Cost of Sales 38,158      26% 120,375    28% 36,802         16% 123,918    29% 4%  (3%)

Eucalyptus / Panel Cost of Sales 53,409      36% 87,274      20% 14,027         6% 39,857      9% 281% 119%

GROSS PROFIT (LOSS) 58,026 39% 223,597 52% 181,583 78% 265,696 62%  (68%)  (16%)

General Expenses 26,918 18% 108,405 25% 40,300         17% 100,175 23%  (33%) 8%

OPERATING PROFIT (LOSS) 31,108 21% 115,192 27% 141,283 61% 165,521 39%  (78%)  (30%)

Financial Products / Expenses (8,555)  (6%) (16,011)  (4%) (14,795)  (6%) (26,147)  (6%) 42% 39%

Other Financial Products / Expenses (7,810)  (5%) (828)  (0%) 43,537         19% 28,660      7%  (118%)  (103%)

Conversion Effect (5,571)  (4%) 2,328 1% (41,070)         (18%) (41,081)  (10%) 86% 106%

Financing Results (21,937)  (15%) (14,510)  (3%) (12,328)  (5%) (38,568)  (9%)  (78%) 62%

Profit Before Income Taxes 9,171 6% 100,682 23% 128,955 55% 126,953 30%  (93%)  (21%)

Income Taxes 9,948 7% 31,993 7% 40,366 17% 40,341 9%  (75%)  (21%)0 0%
0

0%
0%

0%
0

0% 0% 0%

Net Income (776)  (1%) 68,689 16% 88,589 38% 86,612 20%  (101%)  (21%)0 0 0 0 0 0 -           0 0 0

Comprehensive  Income (776)  (1%) 68,689 16% 88,589 38% 86,612 20%  (101%)  (21%)

Income Statement
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The following table presents the consolidated Balance Sheet as of December 2015 in MXP ‘000, 

and its comparison with 2014 year-end figures. 

 

 

 

 

Dec'15 Dec'14 (1)

Ⱥ Dec'15 vs 

Dec'14 %

Cash & Equivalents 170,822 121,875 48,947 40%

Accounts Receivable (Clients) 115,016 65,120 49,896 77%

Other Accounts Receivable 262,068 128,797 133,271 103%

Inventory 122,850 35,661 87,189 244%

Current Biological Assets (Mature)83,769 267,000 (183,231) (69% )

Assets Available for Sale 102,729 88,942 13,787.00    16%

Other Assets 14,354 126,541 (112,187) (89% )

CURRENT ASSETS 871,608 833,936 37,672 5%

Property 1,063,380 946,956 116,424 12%

Plant and Equipment 1,537,273 207,877 1,329,396 640%

Other Equipment 27,024 -             27,024 N/A

Non-Current Biological Assets 1,606,412 1,041,884 564,528 54%

Deferred Income Tax 38,494 19,205 19,289 100%

Other 55,579 27,200 28,379 104%

Prepaid Expenses 29,697        16,411 13,286 N/A

NON-CURRENT ASSETS 4,357,859 2,259,533 2,098,326 93%

ASSETS 5,229,466 3,093,469 2,135,997 69%

Accounts Payable 288,651      39,868        248,783 624%

Payable Taxes -             5,798 (5,798) (100% )

Other Current Liabilities 57,035 54,344 2,691 5%

Current Loans 90,599 6,893 83,706 N/A

CURRENT LIABILITIES 436,285 106,903 329,382 308%

Long Term Debt 1,370,545 324,750 1,045,795 322%

Deferred Taxes 275,039 223,757 51,282 23%

LONG TERM LIABILITIES 1,645,584 548,507 1,097,077 200%

LIABILITIES 2,081,869 655,410 1,426,459 218%

Capital Stock 2,364,327 1,984,922 379,405 19%

Accumulated Earnings (Losses) 98,379 26,873 71,506 266%

Conversion Effect 447,992 220,858 227,134 103%

Revaluation Surplus 101,295 101,295 0                0%

Other Comprehensive Income 135,604 104,111 31,493 30%

TOTAL EQUITY 3,147,598 2,438,059 709,539 29%

TOTAL LIABILITIES + EQUITY 5,229,466 3,093,469 2,135,997 69%

(1) Audited Financial Statements 2014

Balance Sheet
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February 29th, 2016. Mexico City. Today, Proteak Uno, S.A.B. de C.V. (BMV: TEAK) published its 

4Q15 results. This information is presented according to Financial Reporting Standards (NIF) in 

nominal terms. 

 

 

 


