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Disclaimer
This presentation has been prepared by Midway Limited ACN 005 616 044 (Midway or the Company). The information contained in this presentation is current at the date of this presentation.
The information is a summary overview of the current activities of the Company and does not purport to be all inclusive or to contain all the information that a prospective investor may require in evaluating
a possible investment. It is to be read in conjunction with the Company’s disclosures lodged with the Australian Securities Exchange, including the Company’s Appendix 4E for the year ended 30 June
2020 lodged with the Australian Securities Exchange on 27 August 2020. The material contained in this presentation is not, and should not be considered as, financial product or investment advice. This
presentation is not (and nothing in it should be construed as) an offer, invitation, solicitation or recommendation with respect to the subscription for, purchase or sale of any security in any jurisdiction.
This presentation is not intended to be relied upon as advice to investors or potential investors and does not take into account the investment objectives, financial situation or needs of any particular investor
which need to be considered, with or without professional advice, when deciding whether or not an investment is appropriate. This presentation contains information as to past performance of the Company
for illustrative purposes only, and is not – and should not be relied upon as – an indication of future performance of the Company.
To the maximum extent permitted by law, Midway makes no representation or warranty (express or implied) as to the accuracy, reliability or completeness of any information contained in this document.
To the maximum extent permitted by law, Midway will have no liability (including liability to any person by reason of negligence or negligent misrepresentation) for any statements, opinions or information
(express or implied), arising out of, contained in or derived from, or for any omissions from this document.
Forward looking statements
This document contains certain “forward-looking statements”. The words “anticipate”, “believe”, “expect”, “project”, “forecast”, “estimate”, “outlook”, “upside”, “likely”, “intend”, “should”, “could”, “may”, “target”,
“plan” and other similar expressions are intended to identify forward-looking statements. Indications of, and guidance on, future earnings and financial position and performance, including Midway’s financial
outlook, are also forward-looking statements, as are statements regarding Midway’s plans and strategies and the development of the market. Such forward-looking statements are not guarantees of future
performance and involve known and unknown risks, uncertainties and other factors, many of which are beyond the control of Midway, which may cause actual results to differ materially from those expressed
or implied in such statements. Midway cannot give any assurance or guarantee that the assumptions upon which management based its forward-looking statements will prove to be correct or exhaustive, or
that Midway’s business and operations will not be affected by other factors not currently foreseeable by management or beyond its control. Such forward-looking statements only speak as at the date of this
document and Midway assumes no obligation to update such information.
Non-IFRS information
This presentation includes certain financial measures that are not recognised under Australian Accounting Standards (AAS) or International Financial Reporting Standards (IFRS). Such non-IFRS financial
measures do not have a standardised meaning prescribed by AAS or IFRS and may not be comparable to similarly titled measures presented by other entities, and should not be construed as an alternative
to other financial measures determined in accordance with AAS or IFRS. Recipients are cautioned not to place undue reliance on any non-IFRS financial measures included in this presentation. The nonIFRS information has not been subject to audit or review by Midway‘s external auditor.
All references to dollars are to Australian currency unless otherwise stated.

2

Financials FY20
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Overview
FY20 Results

n-

•
•
•
•
•

Adverse impacts from external market forces affected financial performance in FY20
EBITDA – S(1) of $12.0M (FY19: $37.1M)
Underlying net loss after tax before significant items of $0.4M
Statutory net loss after tax of $11.7M
Significant items after tax include $5.8M of impairment losses and a net reduction
in the value of biological assets of $3.4M
Strong operating cashflow $11.1M (FY19: $9.9)
Board has decided not to pay a final dividend in relation to FY20

•
•

Revenue
$257.8M
(9.1%)

EBITDA-S(1)
$12.0M
(67.7%)

Market Update
•
•
•
•
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Pulp stocks have been trending back towards long term levels with pulp prices
at bottom of cycle
COVID-19 still depressing demand and prices, especially in Japan but some early
signs of recovery
China GDP recovering quickly – confirmed sales agreements for H1 FY21
Significant new pulp and paper capacity investment announced recently by Chinese
companies, coming online over the next three years

1: EBITDA – S represents EBITDA before significant items and net fair value increment on biological assets.

Gearing
ratio 30%

Financial Performance – FY20
$Am

FY20

FY19

% Change

Sales Revenue

257.8

283.6

(9.1%)

Other Income

6.5

5.6

16.1%

Equity Accounted Share of Profits

2.8

6.8

(58.8%)

(255.1)

(258.9)

1.5%

EBITDA – S(1)

12.0

37.1

(67.7%)

Significant Items(2)

(8.2)

3.1

(364.5%)

1.8

-

-

(4.9)

10.5

(146.7%)

0.7

50.7

(98.6%)

EBIT

(12.3)

42

(129.3%)

Finance Expense(3)

(5.5)

(8.9)

38.2%

Pre-tax Profit

(17.8)

33.1

(153.8%)

Tax Expense

6.1

(6.9)

(188.4%)

(11.7)

26.2

(144.7%)

Operating Costs

AASB 16 impact
Net Fair Value Gain on Biological Assets
EBITDA

Statutory NPAT

1: EBITDA-S represents EBITDA before significant items and net fair value increment on biological assets.
2: Significant items includes PMP impairment of $6.5M, write off ADDCO investment of $2.1M, Job Keeper of $1.0M.
3: Includes $3.4M FY19: $6.9M of non cash net interest expense incurred on the liability created on 1 July 2018 to repurchase trees under
the Strategy arrangement, which was deemed a financing arrangement upon the adoption of AASB 15 Revenue from Contracts with Customers.
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Financial Performance – FY20
Midway Group EBITDA-S ($'M)
40.0
35.0

11.7

30.0
25.0
20.0

10.6

37.1

2.3

15.0

1.6

0.8

4.6

0.2

0.9

10.0

1.8
12.0

5.0
FY19

Volume

Supply
costs(A)

FX

Bone Dry

Price

SWF

PMP

MWL

Other

(A) Most supply costs are linked to the USD FOB pricing and they are adjusted typically annually and accordingly there is a lag between sales prices and supply costs.
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FY20

Cash Flow – FY20

$Am

FY20

FY19

$Am Change

Operating Cash Flow(1)

11.1

9.9

1.2

Investing Cash Flow

(3.6)

(13.1)

9.5

Financing Cash Flow

(11.9)

8.3

(20.2)

Net Change in Cash

(4.4)

5.1

(9.5)

Net Debt(2)

(39.4)

(29.5)

(9.9)

5.4

18.7

Interest Cover
(1)
(2)
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Strong operating cash conversion in FY20, coming off FY19 when the Group had a significant inventory build up ($13.2M).
Net debt excludes the strategy financial liability as this is not taken into account for debt covenant calculations.

Balance Sheet – FY20

$Am

FY20

FY19

$Am Change

Total Current Assets

54.8

71.3

(16.5)

Total Non-current Assets

205.8

205.7

0.1

Total Assets

260.6

277.0

(16.4)

Total Current Liabilities

41.4

38.8

2.6

38.9

38.4

0.5

Total Non-current Liabilities

89.1

95.5

(6.4)

Total Liabilities

130.5

134.3

(3.8)

Net Assets

130.1

142.7

(12.6)

Non-current Borrowings

(1)
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(1)

Excludes Strategy arrangement.

A Significant Asset Base
 The Group has a strong asset base that underpins
our banking covenants and provides funding options
through asset sales.
 The Group recorded an increase in plantation land
value of $7.1M during the period, reflecting higher
market prices for agricultural land.
 The value of the tree crop fell $4.9M as a result of
lower USD FOB prices, however the longer term
outlook remains favourable.
$’M

2020

Plantation Land

81.9

Freehold Land (Geelong Site)

17.2

Buildings
Plant and Equipment
Roading
Midway Trees

2.8
24.4
6.9
17.6
150.8
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Business Improvement Actions
LEAN Manufacturing Implementation
 LEAN projects and initiatives have generated
>$0.5M in savings in FY20
 LEAN projects to be implemented in FY21 are
expected to deliver an additional $2.5M in savings
 Intention to roll out LEAN to other business units
Midway Geelong
 Over $1.0M in cost reductions
(R&M, roading, LEAN manufacturing)
South West Fibre – 51% Joint Venture (SWF)
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Temporary closure of mill in response to lower
export demand



A range of cost cutting initiatives in place which
will deliver savings into FY21, including LEAN



SWF is well positioned to rapidly and efficiently scale
back up at short notice when export demand recovers

Business Improvement Actions
Plantation Management Partners Pty Ltd (PMP)
 COVID-19 impacting access to Tiwi Islands
 Temporary closure of export operation on Tiwi Islands
in response to lower global demand
 A range of initiatives implemented to minimize losses (R&M
reduction, capex deferral)
 Short term relocation of some equipment and staff
to other business operations in WA and Queensland
 Firebreaks and fuel reduction burns completed safely
ahead of schedule with reduced resources
 PMP is well positioned at short notice to cost effectively
ramp up production
Midway Logistics Pty Ltd (MWL)
 Scaled back operations in line with weaker domestic
market
 Expect recovery in demand in H2 FY21
 Midway Logistics is well positioned to see out the market
downturn and scale up cost effectively
11

Business Improvement Actions
Queensland Commodity Exports (QCE)
 Third year of improved earnings performance
following restructuring of the business
 Working with private growers and contractors
to increase timber and residue resource
 Growth opportunities are being explored from
additional new fibre supply and other market
opportunities to increase revenue
Other Key Focus Areas in FY21
 Progressing opportunities to export other
commodities from Geelong
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Trading Conditions
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Pulp and Paper Market
Despite COVID-19, Pulp Markets Have Stabilised Over the Past 12 Months
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Bleached hardwood chemical pulp producer inventory days have normalised from 72 days
in June 2019 to 49 days in June 2020.



BHKP prices have remained steady in the $430 – $450/ADT range since June 2019.

COVID-19 Impacts on Pulp Market
Pulp
Markets

Major Short Term Impact in Japan
Tissue

Paper

Packaging

Health

Remote Work

E Commerce

Sustainability

Intervention(#)

# China ban on RCP imports.
Source: Fastmarkets: RISI, ‘…the forces driving the next normal’, July 2020.
increase
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decrease

mix

Japanese Market
COVID-19 Impacts
 Lockdowns and office closures has seen Paper and
Board production drop 8.9% with Printing and
Writing grades down 16% in the Jan – May period.


Recycled paper availability declining as well pushing
up prices and reducing the discount to virgin pulp.



Most pulp and paper manufacturers have now
reduced their inventories after the COVID-19
impact and woodchip demand has resumed.

Future
 Signs manufacturers are shifting away from printing
and writing grades to packaging and hygiene grade
which will create changes and opportunities for
different species intake – e.g. Tasmania, Softwood.
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The global move to plastics substitution is also
seen as a significant opportunity by Japanese
manufacturers.

Chinese Market
COVID-19 Impacts


Fast and hard lockdowns impacted Chinese
demand, but appears to be recovering rapidly.



Import woodchip volumes on a par with 2019 YTD.



Imports from Australia, South Africa and Thailand
all down.

Future
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New capacity under construction and announced
to come online from 2021 to 2025:


6.2M ADT of pulp capacity



Requires over 10.3M BDMT pa of woodchip



Equal to almost 40% of the current (2019) Asia
Pacific woodchip trade of approx. 25M BDMT



Even if only half of these announcements start on
time the likely impact on demand will be significant.



Vietnam export growth has slowed in CY20.

Business Development
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Business Development Focus
Midway is focused on generating greater resilience
in its earnings profile:
 Improve operational efficiency of existing assets
e.g. increase site utilisation in Geelong and Brisbane,
greater utilisation of harvest and haul assets.

Emerging
Technologies

10%

 Diversifying our hardwood woodfibre product offering
e.g. develop the North Eastern Tasmania processing operations.
 Diversifying our customer base e.g. a broader product offering
increases the number of potential customers, both export and
domestic.

20%

Developing
Adjacent
Opportunities

70%

Leveraging
Core Business

 Attract new capital into hardwood forestry plantation in targeted
locations e.g. Geelong, Tiwi, WA and Tasmania.
 Diversifying our service offering e.g. develop grain export
infrastructure at ports adjacent to Australia’s grain belt.
 Utilise our geographic footprint to provide new services
to forestry and agricultural industry participants.
 Leverage our commodity supply chain management capability
to source and process plantation residue for renewable energy
market opportunities e.g. biomass pellets, biochar, pyrolysis etc.

19

Expanding Core Business
 Midway has identified and developed the opportunity for the export
of woodfibre from eucalypt regrowth forests in the east and north-east
of Tasmania.
 Midway has contracted significant wood supply from both Sustainable
Timber Tasmania and private owners.
 TasPorts has provided land at Bell Bay port precinct for Midway
to accommodate processing operations and access to the
existing shiploader.
 High level of interest from potential customers for this high
quality product.
 Third party Forest Certification and ‘Chain of Custody’.
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Regrowth hardwood thinnings areas in NE Tasmania

Developing Adjacencies

 Midway has developed an operating model for grain
export services in Geelong, utilising the existing
shiploader infrastructure at Berth 4.
 Midway is targeting to provide bulk grain export services
to Australian grain exporters for the 2021/22 export
season (from October 2022).
 Midway has received very strong support from a number
of existing grain exporters for this development.
 ACCC approval will be required under the Port Terminal
Access Code of Conduct: Midway is confident of
securing approval.
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Divestment of Non Core Land Assets

 Midway is continuing to pursue opportunities to divest its
non-core land.
 There are 4,076 ha (valued at circa $25 million) north of
Melbourne which is being targeted
 This land, particularly in the Hume Highway corridor is
well suited to residential development.
 A plan is being developed to market this land over the
next 4-5 years as the properties are harvested.
 The company also plans to continue to divest some
small non-core properties in the Otways.
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Emerging Technologies
Midway is collaborating with several technology providers in the following areas:
 Plantation residue conversion to pellets for delivery to Japanese biomass customers.
 Converting plantation residue to electricity and high quality biochar through a pyrolysis process.
 Investigation of energy crop opportunities in select location to supplement forestry residue feedstock for pellets and biochar.
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Securing Future Timber Supply
 Midway is seeking to attract new investment into Victoria’s south western plantation forestry catchments
to ensure long term supply.
 Australian Carbon Credit Units will be generated from these developments.
 Midway will provide plantation management and secure offtake agreements from investors.
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Potential Timber Volumes Growing with Changing Mix (Domestic and Export)

Volumes
(000’s GMT)

FY20

FY21

FY22

FY23

Geelong

683

862

800

700

Excludes grain and softwood

Portland

851

550

800

800

Revised volumes (Alliance agreement renewal)

Brisbane

231

279

350

400

Melville Island

122

60

150

220

Biomass expected

Tasmania1

498

737

700

800

Includes third party and Midway wood

Western Australia

245

281

460

600

Logistics volumes

2,630

2,769

3,260

3,520

TOTAL

(1) Represents both Group owned and third party woodfibre where Midway performs the marketing function.
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Comments

Key Points
Global market

• Global market uncertainty remains but signs of economic recovery in China and Japan
• COVID-19 is driving structural change in global pulp and paper markets but underlying
net benefit for woodfibre exporters

Business development
• Short term focus on leveraging our existing operations to drive earnings growth
• However, looking at opportunities to expand into adjacencies and exploit emerging
technologies

Positive long term international fundamentals

• Favourable export demand outlook for woodfibre forecast by RISI
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Attachments
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Safety Environment People
Safety
• LTIFR of 1.9 in FY2020, significantly lower than FY19 (8.7)
• COVID-19 Response Plan

10.1

Environment

8.8

8.7

• Supporting CSIRO study into carbon plots on Tiwi Islands
People

5.7

• Midway management and staff decreased from 266 to
167 at the end of the financial year due to COVID-19
• Mental health support and monitoring programs
• Tiwi consistently represent at least 35% of our workforce
working on the Tiwi Island Forestry Project
• Midway on track to meet gender diversity targets
– 10 of 48 managers female

1.9

2015/16
LTIFR
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2016/17

2017/18

2018/19

2019/20

New Accounting Standards – Impacts FY20
Key Impacts – AASB 16 Leases

 AASB 16 provides a new lease accounting model which requires a lessee to recognise a right of use asset representing its right
to use the underlying asset and lease liabilities. The depreciation of the right of use asset and interest on the lease liability will be
recognised in the consolidated income statement. Upon application the key balance sheet metrics such as gearing and finance
ratios, and profit or loss metrics such as earnings before interest, tax, depreciation and amortisation (EBITDA) will be impacted.
The consolidated cash flow statement will also be impacted as payments for the principal portion of the lease liability will be
presented within financing activities, however cash outflows for the group does not change.
 Midway applied AASB 16 using the modified retrospective approach from 1 July 2019, under which the cumulative effect of initial
application is recognised in retained earnings at 1 July 2019. Accordingly, the comparative information presented for previous
period is not restated – i.e. it is presented, as previously reported, under IAS 17 and related interpretations.
Profit & Loss Impacts

Balance Sheet Impacts

30/06/2020

1/07/2019
Assets
Right of use assets

$5,053,936

Liabilities
Lease Liability

$5,053,936

Equity
Retained Earnings
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-$166,428

Increase in
Depreciation
Interest expense

$
$

1,792,104
189,944

Reduction in
Operating expenses

$

1,842,971

Reduction in
NPAT

$

97,354

Questions?
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