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TFS Corporation Limited (ASX: TFCQIN) TESH o r Compaey ,)Which today rebranded itself as Quinggims to
be the worldds | argest manager of commer ci al I ndi .
heartwood, which can be processed for use as timber and oil. TFS is one of th@dasing publiclylisted agricultural
Managed Investment Schen(eflISo ) dangeroudiustralian investment structure besetdankruptciesinvestor losses
and fraud. Other notable Australian algtsinesses which relied heavily on MIS investors, suchimbercorp Great
Southern Environinvest Palandri WinesArafura PearlsAustralian Bight Abaloneand Forestry Enterprises Australia
collapsed amid algations of fraud, misleading marketing or Peliz behavior. The collapse of these MIS compan
resulted in over AU$ 2 billion in aggregate losses, mostly suffered by Australian investors.

We believe that TFS wildl likely follow Timbercorp
model resembles such collapsed agricultural MIS companies and thelliRerstziucture: TFS does not generate significe
cash from sas of itssandalwoodwhich for the most part has yet to be harvestadtead,TFS is reliant on raising capita
to plant new vintages, operate its busin@esake payments on its ballooning debtsl pay off earlier investarsinterest
payments reached 50% of cash EBITDA in FY 2016,tatal borrowinghas increased by another AB% million so far in
FY 2017. Wit hout access to the capital markets, €l
alone repay them.

We believe that once investors scrutinize TFS6s m
customers, TFS will | ose the confidence of the ApI
0.00.

1. TFS Business Model: Serial Capital Raising on Dubious Promises of Future ProfitSandalwood trees take-15
20 years to grow, meaning producers must wait nearly two decades before realizing any cash flows from the
the aromatic heartwod. Despite reporting revenues from establishment fees charged to investorsnrafégd
sandal wood plantations, the Companyobsaskpoatedopf
revaluation ofts biological assets (i.e., ¢itrees). In FY 2016, such neash gains from the revaluation of plantatiol
accounted for 85% of the Companyds net profit.
the Company is reliant on the capital markets to operat#, pdav vintages and service its debts. In total, we calcu
that the Company has raised AU$ 1.4 billiongimssfinancing to date, with no end in sight. Without the capi
markets, TFS could not exist. But as we will see, we believe that TFS hasamadnber of highly misleadinc
statements and disclosures regarding its projected future cash flows.

2.  PonziLike Marketing Materials. One of thehallmarksof a Ponzischeme is the prase of quick, abovenarket
returns, which in practice will be paid not from the sale of any product but with money raised from new inves

this case, we discovered marketing materi alCby &
characterizes itself as assetpartnes f TFS, in which JC offered proje

early as 2010.

I nexplicabl y, J Cplosisahatmksettoirnsg ima tTeR d 6asl spasladimidends stactings
two years after the initial investment, with afull payback of the initial investment promised withinsevenyears
of the investment date There is no possibility that any of such payments can come from the harvesting of sande
because the trees are not ready to be harvested until at least 15 years after planting. The only source of s
payments must come frofands raised from future investors (or the capital markets) To us, this looks like a
Ponzi scheme, becauseestors are promiseglick, aboveaverage investment returns whiahpractice will be paid
not from the sale of a product but from cash raised from future invetors.



https://www.glaucusinvestments.com/
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3. Phantom Chinese Buye? One of the festering uncertainties in TEF
addressable market for sandalwood once its plantations are ready for harvest. To allay such fears, in September
announced hat it compl et ed fivda-year dgieenert to subplyd50 éonnes par mrthenr of procelse

heartwood to China 0 Mysteriously, TFS did not avemtoough i lad dgteed
purchasehe equivalent oJSD 25 millionin sandalwood from TFS perye@r5 0 % of TF S& s pnaking the
mysterious Chineseuyer TFSO6s most valuable customer .

a. ARicherLink?Bur i ed i n WhitéhinhinessethesGompany discloséhat its exclusive distributor in Ching
is an obscure firm named Shanghai Richer Link. We think that the Company was coy about the identity of its
customerbecause any modicum of due diligence revthgdt, far fom being aig distributorcapable of purchasing suc
vast quantities of sandalwood each year, Shanghai Richeislartiny commodities importer with minimal operations a
a small balance sheet.

9 First, Shanghai Richer Link does not haveoparatig website Without a web presence, how could Shanghai Ric
Link successfully distribute sandalwood?

1 Second, we called the telephone number for Shanghai Richer Link listed on the TFS website. In a recorded p
when we asked the representative from Shanghai Richer Link whether it was the exclusive distributor of san
in Chinafor TFS,theer esent ati ve c¢cl aimed to be unfamiliar
do not do that business anymore. 0 We admit that
confused, but TFS claims on its website that Shangicher Link is its sole and exclusive distributor for sandalw«
in Chinai if that is true, why would the employees of Shanghai Richer Link be unfamiliar with the Company o
doing business with TFS?

1 Finally, we reviewegbublicly available SAC filings of Shanghai Richer Linfled by the distributor with the Chines:
governmentwhich include its historical financials. SAIC filings showed th&015,Shanghai Richer Link reportet
only AU$ 1.7 million in revenues, COGS of AU$ 1.4 milliondarofits of only AU$ 25,433. Likewise, SAIC filings
showed that Shanghai Ri cdt€YE2WUHAUK 28,358, aoseven n thé universe o
being able to finance the purchase of 150 tonnes sandalwood fronthEr$juivalent odfJSD 25 million, per year.

T Ultimately, it does not appear as i f TF%0tenneb of
sandalwood over the next five years. Rather, it appears to be inpoyterwith no web presence, minime
operationstiny revenues, almost zero profits and a small cash balance insufficient to purchase sandal
bulk. In our opinion, TFS has materially mislead investors by announcing that it pré&gbtdnnes of sandalwood
for ~USD 125 millionover five yearsvithout disclosing that the supposed purch@sérF S6s excl usi
China) does not appear to have the scale, operations or cash to fulfill such a contract.

b. ComeonEileen TFS6s Chi naise directedsubessioftsandalwood oil to contact Mrs. Jingyu (Eileen) Yz
( Eleerd ) . Hvétan( Xi amen) SpiXamen Sgtes.) , L tnh.iwelfsifarienfserar i ng t
partner 0 and odilforesaleiimChinas BuhSAK filwgs eewkal that Xiamen Spices repodedvenues
in 2014 and 2015, and operating expenses of only AU$ 5,648015 SAIC filings also indicate that as of Decemb
31, 2015, Xiamen Spices only had AU$ 6,527 in cakike Shanghai Richer Link, it does not appear that Eileer
Xiamen Spicedasthe balance sheet, meaningful operations or experience to successfully move material amour
sandalwood oil.

4. Forecasted Cash Flows Based on Ludicrous Assumptianghe valuation of sandalwood trees is highly sensitive to a
key inputs, including future market price, yield and survivability. Given the length of time between planting and hasee:
inputs are inherently difficult to forecast. In our view, TES hsed the long production cycle and esoteric sandalwood m
to propagate ridiculously favorable assumptions to investors regarding the future profitability of its plantationsauk<tmt
raise money without accountability because nearly atsdfées have yet to be harvested, meaning it has yet to commerc
its product in any meaningful amount. But accountability is coming.

a. Undisclosed Related Party is the Source of Key Price and Demand Forecast® support its unrealistic forecasts ft
the expected demand and f ut ur @respntationsely oo & keystady lmy éntipient o
Capital. But TFS fails to disclose that Incipient Capital, far from being an independent research firm, is Rudragll
basedmerchanbank whichwas thelead managein raising $194 million in financing for TFS from 2009 to 201PFS
also fails to disclose that I ncipient BlatheCEQ ofdB/ which
was 49% owned by TFS from 20@914, when it was wholly acquired by the Company. Shamieh claims on his Linl
page to have worked for TFS from 262916. Not only do such conflicts of interest undermine the credibility afdtee
butwe believe it isnaterially misleading for TFS to present critical forecasts to potential investors without disclosir
the source is a related party that works and raises mon&iFSr



http://www.asx.com.au/asxpdf/20160927/pdf/43bhcj21nftmfq.pdf
http://santalum.tdycw.com/
http://doczz.net/doc/4650462/tfs-sandalwood-investment-2016-sophisticated-investment-o
http://www.incipientcapitalgroup.com/pdf/Sandalwood-Demand-Study-Sample.pdf
http://www.incipientcapitalgroup.com/capital-introductions.html
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b. Unrealistic Price Forecasts The market for Indian sandalwood is thitipded and highly opaque, which we believe T
exploits to mislead investors with absurdly optimistic forecasts regarding the future price of sandalwood.

i. Indian Import Data Suggests Much Lower Prices Importdata available from Indian customs records show that fi
20142016, the weighted average price of imported sandalwood oil wadu8iy5 51 per kg, 80
forecasted future price of USD 2,800 per kg.

ii. TFS Artificially Inflates the Price of Sandalwood and Prevents Market Price DiscoverySince 2014, each year, tt
Company hapurchased MIS-owned sandalwood harvests at auctionThese hectaresemanaged by TFS but owne
by its retail and institutional investors. In theory, Mi®ned trees were supposed be sold at auction after harvest. In
TFS raises money from the capital markets to buy the harvested trees. In one case, it foolishly bragged that it
above the next highest bidder at auction. In 2016, the Companiftedithat it raisedU$ 60.5 million from the equity
markets to purchase 221 hectares of MIS plantations from retail invdatote be harvested over the next five yedns
our view, this is PonZike behavior. TES is using funds raised from new imestors to buy out previous investors In
doing so, the Company is bidding up the price of sandalwood at auction, thereby artififtallyg the price of the thinky
traded commodity to justify its own ludicrous price forecasts.

The Company claimi wants to increase exposure to sandalwood, but we suspect that it is purchasing older pla
to prevent sandalwood from hitting the open market in significant volume. We believe that the purpose of buyin
out MIS investors upon harvest is to prevet the establishment of a market price for sandalwoodwvhich we suspect

would be wel/l below the price used in the Company
hitting theopenmarketat anequilibrium price lower thail F Sférecasted price which would not only undermine th
Companyédés future promises of profitability andamate !

write downs in the valuation of its existing plantations

c. Dubious Yield and Survivability Assumptions. TFES6s r epor t-eashglips)yaod its maketing niatera
are both based on highly dubious assumptions regarding the heartwood yield and survivability of its sandalwood tree:

i. Academic Studies Report Far LowerYields. Academic studies project yields betweenid®8 kg per tree. In FY
2011, TFS told investors to expect a yield as high as 30 kg peasrbigh as seveimes the yield projected by suc
academic research.

i. TFS6s Actual Yi ethahforezaste InN0L16, AFSladmitted that dstual yields on harvested trees
were 3.1, 4.9, and |less than 9.7 kg per tree (for
current forward projection df9.8kg per tree. Actual survival rates from FY 2014 through FY 2016 were 32%, 38%
70 %, respectively, which also came i n {9@%. Intaddiion, i
Company alerted investors in FY 2016 that 9 of its first 12 vintages (75%) were not growing in line with the yield

iii. The End. Itis highly unreasonable for TFS to forecastayield®Bk g per tree when t he
between3l 0 kg per tree, and 75% of its first 12 vinta
cuneeWe believe that TFS6s financial statements shol
be double the reported yield from academic studie:
harvests In our opinion, justths si mpl e revision of its yield esti:!

scheme to unravel. First, the Company would be forced to take a write down on the value of its biological asset
its income statement which woudrrect for ludicrous previous upward 4@valuations. Second, the Company wolt
have to correct misleading cash flow forecasts in its marketing material, which rest on ridiculous yield assufgsio
would make it much harder to raise money for new vintagesur opinion, the loss of investor confidence from tl
c hange forecasBvoldoetfectively cut off FSfrom the capital markets.

5. Officer and Director Turnover. Companies engaging in questionable accounting practices or making misleatingests to
investors often experience high turnover among directors and officers wary of liability or a tarnished reputation dmee¢h
unravels. Here, the shoe fits, as TFS has experienced a high number of director and officer resignationgeaarsedgy our
count,eightofficers or directors have resigned since late 2011. Many have done so after a brief tenure of two years or
most notable resignation was Patrick O06Connor , edwregear

resigningf n November 2014. At the time of his resi gnigegighed
from his board position a month | ater. We considera

significant red flag. Ultimately, high director and officer turnover corrolegratir investment opinion that TFS is a troubl
company.



http://www.asx.com.au/asxpdf/20170227/pdf/43gbhgqhtrrbl6.pdf
http://www.asx.com.au/asxpdf/20170227/pdf/43gbhgqhtrrbl6.pdf
https://www.businessnews.com.au/article/TFS-promotes-Gooding-to-chairman
https://www.businessnews.com.au/article/O-Connor-leaves-TFS
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VALUATION

TFS is so sensitive to any negative criticism thamisuccessfully suedaylor Collison, an Australian broker, in 201
because of a bearish analyst note. In our years as shod,sgédrave rarely seen a lawsuit over an analyst note, but
sensitivity and litigiousness indicatéet TFS is weak and fragile. No legitimate business would sue over criticism L
it was afraid that investors would discover its underlying busines not performing as advertised. Happily, Tisbthe
sut, and had to pay Taylor Collisonbts |l egal fees.

TFS relieson the capital markets for its existence. It raises money not only to operate its business, but to fund the
of each successive vintage of sandalwood trees. As discussed in this report, we believe that the Company
misleads investorsegarding projected future cash flows by making unrealistic assumptions about the yield
survivability of its trees and the future price of sandalwood.

For a long time, TFS could make misleading disclosures with impunity becalsgstts take so Igrto grow,there was
no evidence to directly contradict the Companyods

finally coming to maturity and predictably, yields and survival
Moreover, the Company now must sell the harvested sandalivatnith we believe, based on the dubious characte
the supposedly famous fAChinese buyer, o is proving

In other words, the scheme is unravelling. The Compasytiied to stop the bleeding by buying up early vintages re
for harvest (of course, with new money raised from investors), but that practice can only continue for so long.

TFS is already heavily levered, burns cash at a torrid pace, and cannmnfuvittout access to the capital markets.
2016, the Company burned AU$ 60 million in cash, up fidu$ 46 million the previous year.

Company Burn Rate

Burn Rate (AUD '000) 2014 2011} 2017 2013 2014 2015 2014 1H 17
Net Cash Flow (18,610] 56,801 (21,779 1,393 32,064]  (15907]  34,319] (17,200
Net Cash from Financing Activitiey  24,864] 24,461 58,483 15| 57,986 30381] 94153] 39,884
Cash Burned (3,474] 32,340 (80,262 1,408 (25922 (46,288] (59,834] (57,084

Source: Company Public Filings

TFSO6s cash fshow that the badinesmieurns s® much cash that it needs to raise money every year to
As a result, its debts are mounting, and its interest payments are becoming a larger and larger burden. TFS rep
555 million intotal financial liabiliiesas of 1H FY 2017.

AUS '000 2014 2011 2017 2013 2014 2015 201  1H'17
Total Indebtedness 67,281] 140,842] 146503 164,154] 245332 349393] 456,153] 555,342
Cash EBITDA 44268] 16533] 23780 51,804 51400 57533 62,162 7574
Interest Payment 2938] 3757 9756] 16248 19141] 19617 31211 15418
Interest Payment as % of Cash EBITDA  7%| 23%] 41% 31%] 37%] 34%] 50%) 204%

Source: Company Public Filings

I n FY 2016, TFS6s annual interest payments wer ecashl
EBITDA Such | everage is concerning b agestuneaningfulhamour@soc
sandalwood. The only way that the Company can continue to pay interest on its debt is with new borrowing or pro
financing,creatinga vicious cycle.

Every investor should do their own homework. For our pagtcaculatethatT F Slialslities far exceed the value of it
sandal wood plantations, and that once i npweaidnpTFS willc
struggle tcaccesshe capital marketsAt that point, we highly doubt that t@mpany will be able téully repay its current
investors, let alone continue to operate for the benefit of shareholders.

Ultimately, we think this scheme comes to an end in bankruptcy court, much like other Australian agricultur
companiesuch adlimbercorp Great SoutherrEnvironinvest Palandri WinesArafura PearlsAustralian Bight Abalone
andForestry Enterprises Australie ¢ . Accordingly, w®OO0kalue TFSo6s eq



http://www.afr.com/business/agriculture/tfs-corp-launches-legal-action-against-taylor-collison-20150219-13jgbz
http://www.smh.com.au/business/judge-rules-in-favour-of-taylor-collison-in-legal-stouch-with-tfs-20150703-gi4sgx.html
http://www.smh.com.au/business/judge-rules-in-favour-of-taylor-collison-in-legal-stouch-with-tfs-20150703-gi4sgx.html
http://www.arita.com.au/docs/member-only-page---documents/disclaimer-lecture-omar-and-others-aug-2013.pdf?sfvrsn=0
http://www.svpartners.com.au/timbercorp-great-southern-its-crunch-time
http://www.afr.com/news/great-southern-investors-face-bankruptcy-20141211-125ex3
http://www.smh.com.au/business/pescott-in-second-liquidator-lawsuit-20101114-17sot.html
http://www.abc.net.au/news/2008-08-22/palandri-investors-to-lose-over-160m/2586312
http://www.smh.com.au/business/arafura-pearls-placed-in-voluntary-administration-20110422-1draq.html
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2015-releases/15-204mr-former-abalone-ceo-charged-over-false-statements/
http://www.abc.net.au/news/2013-12-02/fea-settlement-with-mis-investors/5128572
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SERIAL CAPITAL RAISING ON DUBIOUS PROMISES OF FUTURE PROFITS

TFS operates the worldés | argest collection of sandal wc
of the NorthernTerritory, Queensland and Western Australia. The Company funds its plantations through project

level financing from individual and institutional investors under a Managed Investment SCh&igé ,)a uniquely

Australian investment structure that gives bagaks for investing in various long duration asset classes, typically

related to forestry or agriculture.

Sandal woodés commer ci al vhedrntwomdektmcted fomireee dhe hearbvoodis hsed ar o me
in carvings and the oil deriveftom the heartwood is used principally@hina,India and other countries for various

medicinal, religious and aromatic purposes (such as incense and perfume). Indian sandalwood has historically been
grown in India, but due to illegal poaching and riesbns on private ownership and sale, supply in India has been

declining over the last 30 years.

The business is difficult because sandalwood plantations are long duration assets. Sandalwood trees2équire 15
years or longer to grow before thase harvested. That means anyone investing in the planting of sandalwood trees
must wait 1520 years to realize any cash flows from the sale of the harvested timber.

Moreover, sandalwood trees gr@rasiticand require a host tree to grow, making yields and survival rates difficult to
predict. As a result, predicting future cash flows from sandalwood trees is an opaque process which is highly sensitive
to assimptions of future market price, yield and survivability of the trees.

In our view, TFS uses all of the disadvantages of sandalwood growing (long grow timestréuely end market,

and unpredictable agricultural outcomes) to its advantage by malkshgading forecast® investorsegarding the

future cash flows from its plantations. We believe that the Company relies on highly dubious assumptions, neatly
packaged in marketing materiat®ntaining undisclosed conflicts of interestesigned to targeunsuspecting

investors. Bu t not only do such assumptions form the basis ¢
foundation for TFS6s reported profits in its publicly

The Companyds income statement c comdiseprimaslyodd n-d@mseh igaeimmdodr
from the upward reevaluation of biological assets (i.e., the trees). In the following sections, we will discuss
extensively why the Compg, if anything, should be recognizing losses because the yield and survival rate of its
plantations are coming in far below previous projectio
isnoncash, and based e nmisleadinglyoptinistic)tprojectio@scomits auscess i growing and

selling sandalwood.

In FY 2015 and FY2016, such nowash gains from the revaluation of plantations accounteti2@¥ and 85% of

the Companyds net profit, respectivel y.
(in AU$'000) FY2011 FY2012 FY2013 FY2014 FY2015 FY2014 1H '17
Sales Revenue 104,505 103,392| 122,889 147,587 178,107] 191,702 84,910

Other Income:
Gain on revaluation of plantationp 5,957 10,153 12,475 63,301| 143,752 76,893| 67,510
Fair value of plantation taken bagk 24,725 85,306

Net Profit 20,166] 25,878 55,729| 82,490| 113,021f 90,143| 28,316

Gains on revaluation of plantations

as % of net profit 30% 135% 175% 7% 127% 85% 238%

Source:Company Public Filings

Without cash receipts from harvesting and selling sandalwood trees, the Company is reliant on the capital markets to
operate, plant anpay off previousinvestors In total, we calculate that the Company has raised AU$ 1.4 billion in
grossfinancing to date, with no end in sight:



https://www.wasandalwood.com/australian-sandalwood#history-of-sandalwood
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TFS Serial Capital Raising

AUS$ mm
Capital Market Financing MIS Financing
Date Type Ampunt Fiscal | Establishment
Raised Year Fees
12/21/2004Equity 5 2007 35
7/5/2001Equity 15 2008 54
9/3/2009Equity 28 2009 60
3/9/2011Equity 38 2010 55
6/17/2011Debt 14] 2011 413
5/20/2014Equity 67 2012 5]
3/30/2015Debt 35 2013 72
11/26/201%Debt 37 2014 81
4/4/2016Equity 60 2015 80
7/21/2016Debt 3371 2016 95
Total 763 Total 627
Total External Gross Financing 763
Total Project Level Financing 627
|Tota| Financing 1,390|

Source: Company Public Filing

It is critical for investors t o prikapallpderived from casth receiptat t he
fromproductsales but primarily from TFS6s highly questionable
harvest and sale of its trees. Without access to the capital markets, we believe that TFS would soon run out of cash
and follow other MIS agtbusines like Great Southern and Timbercorp into administratibm keep the fund raising

going, we believe that TFS engages in highlyestionablamarketing, the most egregious example of which we
discovered in Germany.
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PONZI-LIKE MARKETING MATER IALS

One of thehallmarksof a Ponzischeme is the promise of quick, abewarket returnswhich in practice will be paid
not from the sale of any product but with money raised fromineestors

We discovered marketing material by a GedGnan whbsthtu
characterizes itself as asset partnesf TFS, in which JC offered project lev invest ments in TFSO&s

as early as 2010. The JC marketing materials check many of the boxes of a suspicious investmentldiéerg.
marketingdocuments offering an investmenT F S6 s s and al wmonisito gpaycashdividends stamtiang

two years after the initial investment witha full payback promised within sevenyears of the investment date

Because sandalwood trees take so long to grow, these payouts to investors must, by definition, come from money
raised from future investors (or the capital markets).

For examplein a marketing document for a projectferred to as JC Indigdandalwood., JC advises investors that
although the project is expected to closB@tembel011, investors can expaashdividends oR0%t+ in 2013/2014
and afull paybackof their initial investmenby 2017/2018sevenyears after the trees are planted and presumably

a decade before they are harvesteaind can be sold:

. * \Vertical integration along the entire value chain significantly
Early payouts & attractive enhances the investor return

return

* Distribution to the investor planned to start already in 2013/2014

¢ Full pay back of investor equity expected in 2017/2018

e Total fund payouts amount to 754 %

Limited by size & * Access to the land for new plantations (373,9 ha) described in the PPM
Availability is exclusively possible via Jaderberg & Cie.

Facts & Figures

Investmeant object Participation in JC Indian Sandahwood 1 GmbH & Co. KG via a trustee, ProConsus Treu-
hand GmbH. The KG is the only limited partner of JC Indian Sandatwood 1 LLE who is
the only owner of plantations and treas.

Asseat Indian Sandalwood plantations in Western Australia
Location of the plantations Kingston Rest and Ord River Irrigation Area in Kimberley Region. Western Australia
Minimum investmeant AUD 300,000 (which approx. corresponds to the amount of EUR 220,000).

amount per investor

Maximum investmeant AUD 50,000,000

amount

Initial fee 6.5 % of the total contributions

Ongoing fea 0.8 % p. a. of the total contributions

Performance fee 10.0 % to the initial limited partner of all payouts to the investors made in excess of

110100 % of the total equity of the KG
25.0 % to the asset manager of all payouts to the investors made in excess of 1,000.00 %
of the total equity of the LLP

Tax Australia: 30 % income tax
Germany: income from the plantations is tax free according to the DTA, howewer,
subject to progression

Estimated fund payouts 2013/14 27.0 %

in the business years 2014/15 24.5%

lafter tax)™ 2015/16 23.0 % 2025/26 604 %
20016/17 23,0 % Total: 754 %

201718 23,0 %
2018/19 23,0 %
ZOM8s 20 6.5 %

Investment close date 31th December 2011

Early bird bonus: 6 % p. a. interest on the investors paid in amount until the investment close date

Source: 2011C Marketing Document for Investment in TFS Sandalwood 1



https://www.sec.gov/fast-answers/answersponzihtm.html
http://jaederberg.de/asset-partner-tfs.html
https://web.archive.org/web/20111216014153/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/executive_summary_jc_indian_sandalwood_1_en.pdf
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According to its website, JC has clos$ad investment offerings in sandalwood plantatio@agedby TFS, referred
to asJC Indian Sandalwood 1 and JC Indian Sandalwood 2. It is currently in the process of marketing two further
offerings (JC Eagle Park 4 and JC Sandalwood 5).

Overview of previously placed Indian sandalwood investments by Jaderberg & Cie.

As per 31 August 2016 JC Indian Sandalwood 1 | JC Indian Sandalwood 2 JC Eagle Park 4

JC Indian Sondalwood 1 JC Indian Sondalwood 2
Issuer GmbH & Co. KG GmbH & Co. KG JC Eagle Park 4 GmbH & Co. KG
Closed Fund Spezial-AIF

Private Placement Alternative investment fund

Minimum investment of EUR
200'000

Type of investment product

In accordance with VermAnIG for
retail investors with minimum
investment of AUD 25'000

according to KAGB for (semi-) pro-
fessional investors with minimum
investment of EUR 200'000

Units in plantations Sexton, Elliot
and Eagle Park

Investment object

Participation in JC Indian Sandal-
wood 1

Units in plantation Eagle Park

Subscription period

11/2010 - 06/2013

02/2011 - 06/2013

Since 07/2015

Initial investment AUD 15.0 million AUD 13.0 million AUD 2.6 million
IFRS - Plantation valuation * AUD 51.3 million AUD 40.9 million AUD 3.5 million

2015: AUD 707.300¢
2016: AUD 451.897 2

2015: AUD 510.5502

Payouts
(individual annual payment option) 2016: AUD 451.897 2

' Proportional values based on plantation valuations as per 31/08/2016 prepared by TFS's auditors in accordance with applicable and generally accepted Australian accounting principles for
the valuation of plantations (SGARA). This is an asset-based valuation and does therefore not include all of the costs relevant to the investment (e.g. costs within the investment structure or
success fees payable to TFS) ner any Australian taxes. On the other hand, this valuation does not take into account any potential future price increases for sandalwood products. The corre
sponding SGARA values can therefore only provide an indication for the apportioned values of the plantations from a JC investor's point of view.

An individual annual payout option was introduced in 2015. According to this, investors can decide individually if, and to what extent (usually up to 20% of the initial investment), they wish
to participate in these annual payouts. The payouts made during 2015 and 2016 were equivalent to 100% of the total requested payouts.

Source:http://jaederberg.de/downloadenter174.html?file=files/pdf/Downloads%20
%20PDF%27s/FLYER%20JC%20Indian%20Samdad%205 EN.pdf

Planned from FY 2017/18

The subscription period for JC Indian Sandalwood 1 and JC Indian Sandalwood 2 closed in June 2013, and offered
investors the opportunity to purchase an interest in theaeplantationsEagle Parkwhich was planted in Q3 2012,
Elliot, which was planted in Q2 2013, aBdxton which was planted in Q2 2013.

Despite the fact that JC was marketing the chance to invest innbre@lantations, the marketing documents
promisedpayoutsin yeartwo, with a full payback of investor money by yeseven

JC Indian Sandalwood 1i anticipated closing date DecemlI&g12

SchlieBungstermin
30. Dezember 2012

Ausschuttungsprognose (nach Steuern)
2014:22% 2015: 23,5% 2016: 20,5 %2017: 20,5 %
2018:21% 2019:19% 2026:777,5%

insgesamt 904 %

Source:JC Indian Sandalwood 1 Marketing Brochure
Note: Ausschittungsprognose translateBistribution Forecast

JC Indian Sandalwood 2i anticipated closing date December 2012

SchlieBungstermin
31. Dezember 2012

Ausschuttungsprognose (nach Steuern)
2014: 20,0% 2015:20,0% 2016: 17,5%
2018: 17,5% 2019: 11,0% 2026: 676,6 %
insgesamt 780,1%

2017:17,5%

Source:JC IndianSandalwood 2 Marketing Brochure



http://jaederberg.de/download-center-174.html?file=files/pdf/Downloads%20-%20PDF%27s/FLYER%20JC%20Indian%20Sandalwood%205_EN.pdf
http://jaederberg.de/download-center-174.html?file=files/pdf/Downloads%20-%20PDF%27s/FLYER%20JC%20Indian%20Sandalwood%205_EN.pdf
http://jaederberg.de/eagle-park-plantation.html
http://jaederberg.de/elliot-plantation.html
http://jaederberg.de/sexton-plantation.html
https://web.archive.org/web/20120722222342/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC1%20(deutsch).pdf
https://web.archive.org/web/20121203024814/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC2.ISW2.05D3.pdf

TFSCorporation Ltd / Quintiso ASX: TFC / QIN www.glaucusresearch.con

JC Indian Sandalwood 2i anticipated closing date June 2013

SchlieBungstermin: 30. Juni 2013

Ausschuttungen laut Prognose:

® 2014: 20,0% 2015: 20,0% 2016:17,5% 2017:17,5%
2018:17,5% 2019: 11,0% 2026: 676,6 %

* Volistandige Ruckzahlung bis 2019

* Bis 2026 insgesamt 780,1%

Source:JC Indian Sandalwood 2 Marketing Brochure

In total, we have identified at least four different markgtiocumentor investments in TFS sandalwood plantations
in whichinvestors are promiseazhsh distributionstarting in year two after the initial investment, and promisied a
payback of invested capitalithin seven years.

Investment Payback Schedule

Years after Promised fund payouts
close Sandalwood 1 Sandalwood 1 Sandalwood 2 Sandalwood 2
2011 closing date |2012closing date |2012closing date |2013 closing date

1 - - - -
2 - 22.0% 20.0% 20.0%
3 27.0% 23.5% 20.0% 20.0%
4 24.5% 20.5% 17.5% 17.5%
5 23.0% 20.5% 17.5% 17.5%
6 23.0% 21.0% 17.5% 17.5%
7 23.0% 19.0% 11.0% 11.0%
8 23.0% - - -
9 6.5% - - -
13 - - - -
14 - 777.5% 676.6% 676.6%
15 604.0%

Total 754% 904% 780% 780%

Note: the red line marks the year when the inveseusivel00% investment payback.
Source: JC Indian Sandalwood Marketing Brochure
https://web.archive.org/web/20111216014153/http://www.jaederberg.de/tl_files/Jaederberg/Downloads/executive_s
ummary_jc_indian_sandalwood_1_en.pdf
https://web.archive.org/web/20120722222342/http://www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinform
ation%20JC1%20(deutsch).pdf
https://web.archive.org/web/20121203024814/http://www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinform
ation%20JC2.ISW2.05D3.pdf
https://web.archive.org/web/20130402034905/http://www.jaederberg.del Jaederberg/Downloads/Kurzinfo%
20Fluessiges%20Gold%20ver03.pdf

There is no possibility that any of such payments can come from the hag\afstandalwood because the trees were
planted in 2012 and 2013, ansbuld notbe readyfor harvest in such ahsrt time. The only source of such future
payments must, by definition, come frdamds raised from future investors (or the capital markets)

JCand TFSshow no signs of backing down from such practices. In marketing materials for the investment referred
to as JC Eagle Park 4, which is scheduled to close on June 30, 2017, JC offers investors the optiorpalantsial

of 5% or 10% of their investment pannum, starting two years after the initial investménthis case, investors are
offered to purchase a stakeliagle Parka4-yearold plantation, which would be harvested in 2028.



https://web.archive.org/web/20130402034905/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinfo%20Fluessiges%20Gold%20ver03.pdf
https://web.archive.org/web/20111216014153/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/executive_summary_jc_indian_sandalwood_1_en.pdf
https://web.archive.org/web/20111216014153/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/executive_summary_jc_indian_sandalwood_1_en.pdf
https://web.archive.org/web/20120722222342/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC1%20(deutsch).pdf
https://web.archive.org/web/20120722222342/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC1%20(deutsch).pdf
https://web.archive.org/web/20121203024814/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC2.ISW2.05D3.pdf
https://web.archive.org/web/20121203024814/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinformation%20JC2.ISW2.05D3.pdf
https://web.archive.org/web/20130402034905/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinfo%20Fluessiges%20Gold%20ver03.pdf
https://web.archive.org/web/20130402034905/http:/www.jaederberg.de/tl_files/Jaederberg/Downloads/Kurzinfo%20Fluessiges%20Gold%20ver03.pdf
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JC Eagle Park 4 — Forecasted key figures for investors

Forecasted Returns after Australian tax in relation to an assumed investment of
AUD 1 million (excluding premium) and a pay-in date of 31.12.2016

Base case scenario without ongoing optional payments (i.e. disbursements)

Base case scenario without ongoing annual payouts (after Australian taxes)

aspa

Base case scenario with ongoing annual payments fron{ FY 2018/19Fhrough to 2025/26

Base case scenario with ongoing annual payouts from 2018719 until 2025/26 (after Australian taxes)

10% of investment p.a.

Payout scenario 5% of investment p.a.

AUD 2'660217

Total investment return AUD 3'804'254

Total investment return in % of investor s investment 380.4% 266.0%
Effective return (Internal Rate of Return, IRR) 12.8% p.a. 10.6% p.a.
Average linear return on investor's investment 23.4% p.a. 13.8% p.a.

Source:http://jaederberg.de/jeaglepark-4-149.html

Again, if the trees cannot be harvested ulttilyears after the investment, annpaloutsto investors, beginning in
year two, must come from money raised friomureinvestorgor the capital marketsSuch early distributionsannot,
by definition, come from the sale of the underlying sandalwood.

That is why we | i ken T Bchdne, bérauseisuck masketingoddcanhents imdicade thBtdahe z i
Company (through brokers like JC) pronsisevestors quick, abovaverage investment returns whichpractice

will not bepaid from the sale of sandalwood but from cash raised from future investorsPaying off old investors

with money raised from new investorglige hallmark of a Ponzi schensnd was exactly the pattern of behavior of

other failed Australian agricultural managed investment schemes s@hatsSouthern
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PHANTOM CHINESE BUYER?

One of the festering uncertainties in TFSO&fsalbcorsei ness m
to maturity, there will be a significant addressable market foendgroduct. PerhaphatiswhyT FS6s st ock r al
in early 2016 when the Compaagnouncedhat it signed a mulyear agreement to supply its harvested sandalwood
toChina at Aprices §45&pkdky of ailg Together With existing contrec, TFS proudly

announced that it had therefore presold 100% of its 2016 and 2017 harvests (over 300 tGoniessly, the
announcementelebrating the contract conspicuously failed to mention the identitheobuyerthat agreed to
purchasesuch significant amounts séndalwood.

In September 2016, TFS followed up d&ynouncinghat it received US$ 2.25 million as full payment in advance for

its first shipment of Indian sandalwotaChing scheduld to ship that fall. The Company announced that subsequent
deliveries wer e fitehxl pye tis andouncemmenty TF8arified tmoant it five-yearned a 0
agreement to supply 150 tonnes per annum of processed heartwood to China

Again, mysteriously, TFS never mentioned the identity oféineousChinese buyer This is a red flag, because this

mysterious Chinesbuyeri s TFS6s most i mpor t andontractedotporchasel50 tomnesi ¢ h s up
peryearo f t h e <hauegtedsangiabvood for the next five yearBy our calculation, this is the equivalent of
purchasingUSD 25 million! in sandalwood fromiTFS each yeara massive undertaking which would require

significant cash and a strong balance sheet.

We think that TFS was coy about th@entity Chinese buyer because any modicum of due diligence by investors
would have revedhat the purchaser, far from being a big operation capable of purchasing such vast quantities of
sandalvood each year, sctuallya borderlinedistressedommodities importewith minimal operations and a small
balance sheet. In our opinion, TFS has materially mislead investors by annourhaidgit presold750 tonnes of
sandalwood for USD 125 millionover the next five years to Chimegithout disclosing thaits exclusive Chinese
customerdoes not appear to have the scafegrationor cash to fulfill such a contract.

1) A Richer Link?
Although theCompany fails to mentiothe dentity of its Chinese buyén its press releaseburied on the TFS

website? TFS disclosesn Chinesethatits exclusivedistributor in China(including Hong Kong and Taiwan$ a
little-known firm namedshanghai Richer Link, represented by Jerry Hou.

Shanghai Richer-Link Enterprise Co. Lid (£ 58 & FLE & R 21 5]) is authorized by TFS
to be the exclusive distributer in China (HK and Taiwan included) andresponsible for the
sandalwood-related business development, operation, and sales activities. It's the only
recognized legal distributer and partner for TFS.

- 20171 B118
—7&8

KFTFS i Eiaiy t‘ﬁfﬂﬁ E BRAEN

B0 > BRI

Shanghai Richer-Link Enterprise Co. Ltd

s3com|  Contact: Jerry Hou
#i%, 021-52389870, 52389872 147:021-52389871

Company Address: Room 1007, Building 2, 388
Zhongjiang Rd, Putuo District, Shanghai

Flhill.‘ EBTERRE P88 2851007E |

Please Contact Mrs. Jingyu (Fileen) Yang if you are
interested in TFS essential oil and other products

Source:http://web.archive.org/web/20161014230809/http://tfsltd.com.au/comsct

1Calculated by multiplying 150 tons of heartwood bytdaitFSés cl a
price of USD 4,500 per kg, the Chinese buyer supposedly agreed to buy USD 25 million in sandalwood per year from TFS for the

next five years.

20n March 21, 2017, TFS updated its website and removed al/l C
disclosures can still be viewed using the Wayback Machine.
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http://www.asx.com.au/asxpdf/20160226/pdf/435cw8gn975lyk.pdf
http://www.asx.com.au/asxpdf/20160226/pdf/435cw8gn975lyk.pdf
http://www.asx.com.au/asxpdf/20160927/pdf/43bhcj21nftmfq.pdf
http://www.asx.com.au/asxpdf/20160927/pdf/43bhcj21nftmfq.pdf
http://web.archive.org/web/20161014230809/http:/tfsltd.com.au/contact-us/
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Despite the size of the deal, and the importance of the custbR®@appearkeen to hidette identity of its Chinese
buyer, because it only discloses that Shanghai Richer Link is its exclusive distributor in China at the batsom of
website(and inChinesg.

Perhaps this is becauseloser look at Shanghai Richer Link shows a small, troubled company, which does not appear
to have an operating businassa balance sheet capal¢ buyingl 50 t o n n & sandalwoodpér $ear from
TFS.

The first red flag is thaBhanghai Richer Link does not have an operating websiteinusual for a supposedly well

financed importer of commodities. Using thayBackinternet archivewe discovered that its website was operating

as late aMarch 2016( ar ound the time of the Companyb6s big annou
supposedly the first shipment of sandalwood washheg del i vered by TFS to its myst
website was (and remains) shut down.

& > C | O www.srlwood.com

ERPSE TR
SESHNRNEFEINE BHTART-

BTFUTEEZ —#XiA:

o 1\ GENERFIFERISOEMEN L SERENEN BB LYERE.

. 2 IPRPRRIETIRSRY R

- 3. PEARRRSRER R TERFEMREE~ L BENRELHLXA [ERETEE]
- 4\ oETE REFRRBFIREERENNT WEBREL.

Internet {SEBARF (1IS)

BAER OMEARZHARRE)

« $9) Microsoft ZRTHMEFNTEIE “HITP” 0 “404” AHFH

« $TH “11s ZBY” (O7f 1IS BIEE (inetng) fRifid)) » RFETRRN “FEEEIE” 0 “XT
BEXREHER” HER-

o 7 IIS ¥ FETEB (SDK) f MSDN Online Librarv fh, IFEFRIEA “Debugzing ASP
Seripts” \ “Debugzing Components” ] “Debugzing ISAPI Extensions and Filters” fIE 3o

Source: Shanghai Richer Link Websitemwy.srlwood.com

This raises an obvi ou distiputozis Chinaress:e | Ho w hcea nC oTnpSadnsy 6sso Iper o d u
a minimal web presee? Howdo Chinesefirms wanting to purchase sandalwofidd Shanghai Richer Link a
roadside billboard?

In order to channel c lisappdsedlybiggest lcustgnietve callecctlye ploohe nintbe s
Shanghai Richer Link listed on the TFS website.

On a recorded call, we asked if Shanghai Richer Link was the exclusive distributor for TFS. The person who picked
up the phone for Shanghai Richer Linlesed confused and was unfamiliar with TFS. She turned to a colleague,
asked fAwMat Sihe TomtBerecwdedicetlehdat fAwe dondt engage in that I

We admit that we could have spoken to a clerical employee who may havedased, but TFS claims on its
website that Shanghai Richer Link is its sole and exclusive distributor for sandalwood iri @Himat is true, why
would the employees of Shanghai Richer Uigkunfamiliar with TFS odeny doing business withe Company
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http://web.archive.org/web/20161014230809/http:/tfsltd.com.au/contact-us/
http://web.archive.org/web/20161014230809/http:/tfsltd.com.au/contact-us/
http://web.archive.org/web/20160324214615/http:/srlwood.com/cp.asp?type=VARIOUS%20TYPE%20OF%20WOOD
http://www.srlwood.com/
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Next, we reviewedthe publicly available SAIC filings of Shanghai Richer Liwkich the distributor filed with the
Chinese governmenivhich includsits historical financials SAIC filings showed thah 2015,Shanghai Richer Link
reportedonly RMB 7.8 million(AU$ 1.7 million) in revenugsCOGS of RMB 6.6 million (AU$ 1.4 million), and
profits of only RMB 120,020 (AUS$ 25,433)

In 2015,Shanghai Richer Linpurchased less thak$ 1.6 million of supplies, commodities or good$vhy should
anyone believe that it is capable of buying USD 25 million in sandalwood from TFS evefyntbarnext five yeaf®

il % Income Statement 2015-12-31

piilz| Item 1T ! Lj:s ¥
ﬂl EHN | Revenue 1 7,840, 136. 21 5, 262, 703. 16
W [EA  coGs 2 6, 585, 714. 42 4,894, 313. 94
BB & &% P | Business Tax & others 3 25,590. 20 7,515. 14
iakekidil Sales Expenses 4 184, 324, 74 72.174.82
THEMR Administrative Expenses 5 344, 072. 84 144, 349, 63
|M%_‘§I’ﬁ] | Finance Expenses 6 122, 883. 16 39, 696. 15
G W R 7 0.00 0.00
JLAth 2R Other Expenses 8 160, 135. 78 111,109, 46
W ARGHEEHGS Gkl “-” 815 0.00 0.00
B (BRU “-" SHF) 10 0. 00 0, 00
He: MRERUMEE AT 11 0. 00 0.00
{ BAAE] (GHLL “—” 5451) Operating Profit| 1, 417, 415. 07 -6, 455. 98
e &AM 13 0.00 0. 00
- [EShCH) Non-operating Expenses 14 297, 395. 02 206. 346. 15
$eepe RN B Ak B AR Kk 15 0.00 0.00
At 16 0. 00 0.00
=\ FESH| (FHREHLL “—" SHF)) Total Profit| 17 120, 020. 05 -212,802. 13
W (BB Income Tax| 1g 0.00 -3,102. 08
) R GRTHEL “—" BH45))  NetProfit | 19 120.020. 05 ~209. 700. 05
. k. 20 0.00 0.00
(—) AR 21 0.00 0.00
(=) WRagRY 29 0. 00 0.00

Source: Shanghai Richer Link SAIC Filings

SAIC filingsalsos howed t hat Shanghai atke leegirming of201%ds fing, RiBalsntiliorb al anc e
(AU$ 228,352), not even in the universe of being able to finance the purchaS6 tinneper yearof TFSo6 s
upcoming sandalwood harvests.

We find it highly unlikely thaShanghai Richer Link, with the cash balances disclosed on its historical balance sheets,
could ever afford to make such significant purchases from TFS.

Shanghai Richer Linkds balance sheet evetnation.lAgl¥YEst s t ha
2015, t reportedRMB 5 million (AU$ 1 million) in payables, which is four times the amount of cash on its balance
sheet and 40 times its reported profits the previous year.
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Source: Shanghai Richer Link SAIC Filings
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(Currency: RMB) (Currency: AUD)
Co. Name Shanghai Richer-link Enterprise  Co. Name Shanghai Richer-link Enterprist
Chinese Name st 3 E" Chinese Name N 3 E
SAIC Filings Summary SAIC Filings Summary

2014 2015 2014 2015
Revenue 5,262,703 7,840,136 Revenue 948,265 1,661,361
COGS 4,894,314 6,585,714 COGS 881,886 1,395,543
Gross Profit 368,389 1,254,422 Gross Profit 66,379 265,818
Operating Profit (6,456) 417,415 Operating Profit (1,163 88,452
Net Profit (209,700) 120,020 Net Profit (37,785) 25,433
Cash and Cash Equivalent 757,482 1,077,617 Cash and Cash Equivalent 136,488 228,352
Accounts Receivable 1,262,470 1,267,785 Accounts Receivable 227,479 268,649
Prepaid Expenses 52,398 316,946 Prepaid Expenses 9,441 67,162
Other Receivables 555,487 824,060 Other Receivables 100,091 174,622
Inventory 2,422,044 2,852,516 Inventory 436,418 604,461
Current Asset 5,049,882 6,338,924 Current Asset 909,917 1,343,247
PP&E 274,450 344,507 PP&E 49,452 73,003
Intangible Asset 24,701 31,006 Intangible Asset 4,451 6,570
Other Non-current Asset 139,970 175,698 Other Non-current Asset 25,221 37,231
Non-current Asset 439,120 551,211 Non-current Asset 79,123 116,804
Total Asset 5,489,002 6,890,134 Total Asset 989,040 1,460,051
Short-term Borrowing 663,852 690,313 Short-term Borrowing 119,617 146,281
Accounts Payable 2,212,841 2,724,052 Accounts Payable 398,723 577,239
Unearned Revenue 619,064 956,085 Unearned Revenue 111,547 202,599
Other Payables 1,991,557 2,383,546 Other Payables 358,850 505,084
Current Liability 5,532,102 6,810,131 Current Liability 996,806 1,443,098
Non-current Liability - - Non-current Liability - -
Shareholders' Equity (43,100) 80,003 Shareholders' Equity (7,766) 16,953
Total Debt and Shareholders' Equity 5,489,002 6,890,134 Total Debt and Shareholders' Equity 989,040 1,460,051

Source: Shanghai Richer-link SAIC Filings

JudgingbyShanghai Rincoreestatenient ankl Batance shedt, does not appear as if
Chinese buyer is capable of purchasing 150 tonnes of Indian sandaiwerathe next five yearsRather, it appears

to be aborderline distresseusiresswith no web presence, minimal operations, tiny revenues, almost zero profits

and a small cash balance insufficient to purchase sandalwood in bulk.

We believe that TFS has deliberately misled investors by announgiagtaontractin which it claimed to have pre
sold 150 tonnes of sandalwood per ygdo China without disclosinghe paltry operations antiny assets ofts
exclusive Chinesdistributor.

2) Come on Eileen
The Compan§ s Chi nese we b sandther saeb agent, MsaMt g oh e g y EiledoE)i,| eamd (A
directedany interested Chinese buyers to contact her to purchase sandalwood oil. Our due diligence reveals that
Eileen is the legal representative of a Chinese company détlech  ( Xi ame n) SXminenSpiceso. . Lt d.

The official website of Xiamen Spices suggestdsp acts as a Chinedistributorf or TFS, referring to
companyo and advertising the sale of | arge amounts of

31n the last month, TFS appears to have dropped anrefeto Eileen on its website. But the website of Xiamen Spices still
claims to be a TFS partner and reseller of sandalwood oil.
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AR | 2AER | eSS
Free Member

: = HASR
—@ (&) ENERAAE Yitan (Xiamen) Spicé® Co. Ltd
BEAH, BERBRARVIEL S

| BEET | ASNE  HSFS RGRE HEbh | XEAK

ASlftg  Our company (TFS Corp.) is an Austraha—llsted publlc company. It is the world's (5 roee)
largest Indian Sandalwood supplier.

#a8 (TFSAB)) EBMEFREL, REASHBRANINERHEESEHER-

AR ABHE (2F8E1008) Fa/BEEFERNAGRNERERH: B
LEREHAREFRMRIIAKS -

ks ENERE
Mg hRR/E EEEK (B128-204% KE30cm-200cm)
s F193.5 (3.3~3.7) » BEER
FHEE: XTF1o00m

Our company can supply large amount of (over 100
— tonnes annually) Indian Sandalwood that meet/surpass
TATSHRBRNGNERERMAME:  China National Pharmaceutical Standard. We also sell
b ENERERA Sandalwood essential oil and other skincare products.

Bl%: 2% (1kg/10kg/50kg/100kg)

RE: SiUhaaRERBENNE, BFBSBFAIS0 3518:2002% FENERFHANFETE

EARM: KOBEMENEREHASIBIRAT

1) ZEREBRIARNASantalisHEH2014FFELNA T AEBMNEYISANTALIA ACNE KIT;

2) #RAMLRTFAD Galderma(SiE%)T2015ENELEMFERH = RBenzac®EBNHRHR, Z-REHR
125,000 R VEBEFRD « FREHNE IR EER LEE -

HEABRRNERER  BERBDER, WD SENES!

#bft: sales@tfsitd.com.cn

B#: 0592-5055073, __ (Cefiphone: Ms. Yang 13616047913
FW: $HX 113616047913 |F%KE18612255032 fi1... [IFEM4R]

Source: Xiamen Spices webshiép://santalum.tdycw.com/

We reviewedthe publicly available SAIC filings of Xiamen Spices and found, timaich like Shanghai Richer Link,
Xiamen Spices is a tiny business with limited operations.

Founded in September 2014, Xiamen Spices repomagvenues in 2014 and 2015, and operating expenses of
only AU$ 5,618in 2015 SAIC filings also indicate that as of December 31, 2015, Xiamen Spices only had AU$
6,527 in cash. Below is a summary df financials contained in Xiamen Spices SAIC filings. See Appendix | for
translated copies of the original Chinese documents.
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(Currency: RMB)
Co. Name

Yitan (Xiamen) Spices

(Currency: AUD)
Co. Name

Yitan (Xiamen) Spices

Chinese Name WA T E Chinese Name w oA T E”
SAIC Filings Summary SAIC Filings Summary

2014 2015 2014 2015
Revenue - - Revenue = =
COGS - - COGS - -
Business taxand others (12) (10) Business taxand others ) )
Sales expense - - Sales expense - -
Administrative expense (10,180) (26,303) Administrative expense (1,834) (5,574)
Finance costs (280) (201) Finance costs (50) (42)
Operating profit (10,472) (26,514) Operating profit (1,887) (5,618)
Non-operating expense - 8 Non-operating expense = &)
Total profit (10,472) (26,522) Total profit (1,887) (5,620)
Taxexpense - - Taxexpense - -
Net profit (10,472) (26,522) Net profit (1,887) (5,620)
Current Asset: Current Asset:
Cash and cash equivalent 4,540 30,803 Cash and cash equivalent 818 6,527
Other receivables 300 Other receivables - 64
Total current asset 4,540 31,103 Total current asset 818 6,591
Non-current Asset: - - Non-current Asset: - -
Total asset 4,540 31,103 Total asset 818 6,591
Current Liability: Current Liability:
Other payables 15,000 69,879 Other payables 2,703 14,808
Taxpayables 12 10 Taxpayables 2 2
Total current liability 15,012 69,889 Total current liability 2,705 14,810
Non-current Liability: - - Non-current Liability: - -
Total liability 15,012 69,889 Total liahility 2,705 14,810
Shareholders' Equity: Shareholders' Equity:
Retained earnings (10,472) (38,786) Retained earnings (1,887) (8,219)
Total shareholders' equity (10,472) (38,786) Total shareholders' equity (1,887) (8,219)
Total liability and shareholders' equity 4,540 31,103 Total liability and shareholders' equity 818 6,591

Xiamen Spices, the Chinese operaemgty affiliated with Eileen, appears to béirgy company with almost no assets,
expenses or operations.

We highly doubt that either Xiamen Spices or Shanghai Richer Link can actually follow through and purchase the
Companyb6s future harvests i n pehyea) aRathenwetbeliavd that TRE das by TF S
deliberately misled investors by announcing a grand and sweeping contract to sell into China without disclosing either

the identity or the paltry operations and assets of its supposed Ctirsésmers
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FORECASTED CASH FLOWS BASED ON LUDICROUS ASSUMPTIONS

The sandalwood aghusiness is difficult because the plantations are long duration assets. Sandalwood trees require
15-20 years or longer to grow before they are harvested. Moreover, sandalwood tpagasitieand require a host
tree, making growth challenging and unpredictable.

The net present value of sandalwood trees is therefore highly sensitive to a few key inputsgipelod; yield and
survivability. Given the length of time between planting and harvest, these inputs are inherently difficult to forecast.

In our view, TFS has used the long production cycle and esoteric sandalwood market to propagate ridiculously
favorable assumptions to investors regarding the future profitability of its trees. It continues to raise money without
accountability because iteees have for the most part yet to be harvested. But winter, as they say, is coming, and
there is significant evidence to suggest that the Comp
less than the Company tells investors.

1. Undisclosed Related Party is the Source ¢fey Price and Demand Forecasts

One of the key ¢ ompo presantasonto poterfidt Bvesrs imits pldntationsia g slide
forecasting the future demand for sandalwood. This is obviously a cfiticadationof the investment proposition
because TFS advertises booming future demansiafadalwoodeven thoughit expects to flood the market with the
commodity. In its 2016presentation to investgrtheonlys o u r ¢ e aitical dem&d forecads astudyby
Incipient Capital, which TFS cites in very fine print at the bottom of its key slide.

MaAam ] !
\ a1 '_||| (i DRV L S Ta1LY;
/ LWL N e ] | I N A Vo3 UMY . LS

60,000
Pharaceutical [ Handiceans
Fragrance Il warship
50,000 Mouth Freshener TFS Supply
=
g 40,000 - Pharmaceutical
o
@
I
s 30,000
? - Fragrance
5 - Mouth Freshener
= 20,000
- Handicrafts
Phase 2 (2020-25) Phase 3 (2025-30) - TFS Supply
10,000 TFS Target - 10% market TF5 Target < 30%-market .
- Worship

Phase 1(2015-20)
TFS Target < 1% market

iyl o = o h (= — i~ ] = Ly o - o [=3)
— — — — — - ~ -~ ,-\ = ~

[ =] [ (=1 = & = = = =] = =] & = =
i i i I ] I o~ ] o~ ~ i i i ] ~

2030

Year

I Source: Incipient Capital I

Source: TFS 2016 Project Level Finance Presentation

But TFS fails to disclose that Incipient Capital, far from being an independent research firm,ai Rudraibased
merchantbank which, according to itwebsite was the lead manager raising$194 million in financingfor TFS
from 2009to 2012.
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3/9/2017 Incipient Capital Group - Capital Introductions

Dubai Sydney Dar Es Salaam

‘ Incipient Capltal

CAPITAL INTRODUCTIONS

Advisory & Valuations

Capital Introductions Company Event | Value Role Date

Capital Introduction from Lead
Zfs TFS Corporation Ltd Middle East Sovereign Wealth | $50,000,000 Mariaer Jun-12
Fund 9
Lead
SGS Platinum Pty Ltd Mezzanine Financing $1,200,000 May-12
Manager
Lead
o Manager &
“QIlled Allied Resources Group Ltd Capital Introduction Undisclosed Proprietary Dec-11
Investment
Capital Introduction from US Lead
ats TFS Corporation Ltd rated Instituion $20,000,000 Manager Dec-11
Capital Introduction from Lead
Zfs TFS Corporation Ltd Middle East Sovereign Wealth | $50,000,000 Jun-11
Manager
Fund
Capital Introduction from Lead
Zfs TFS Corporation Ltd Middle East Sovereign Wealth | $50,000,000 Dec-10
Manager
Fund
Capital Introduction from a US Lead
3'5 TFS Corporation Ltd rated Institution $20,000,000 Manager Sep-10
Capital Introduction from a [ Lead
% TFS Corporation Ltd German Consortium Fund $4,000,000 Manager Jun-09

Source:http://www.incipientcapitalgroup.com/capitaitroductions.html

We believe that it is materially misleading for TFS to include a critical slide in its marketing presentationthe
future demand for sandalwood armhceal from investorsthat the source of the data is an investment bank which
profits from sell i napstdpiFdSdpdive inestarsa Buvthioigjustithe &iprof the icéberg.

TFSalsofails to mention that Incipien€Capitalis an undisclosed related party. We discovered that Phillip Shamieh,
co-founder and director of Incipient Capital, became the CEO anéxecutive director of Gulf Natural Supply in
20094 Gulf Natural Supply waa joint venture, 49% owned by TFS from 2009 until TFS botiggatremaining 51%

in 2014, making Gulf Naturah wholly-owned subsidiary.

In other words, the founding partner of Incipient Capitdiose research is citedthg only source for forecasts of

future sandal wo o @0l@nankeing gpresentatioll, weS diat only the founder of an investment

bank raising money for the Company, but wasulatenousifhe CEOo f one of T Fresfiram2D08s/ s u b s
through January 2 Gdngage, haxiaimsSth averkedfd $FStom A00W92016, the period
during which TFS was using Shamiehds I ncipient Capital

4 https://ae.linkedin.com/in/phillishamiek2a15a880
5 Company Annual Rewt 2014, p 19.
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Phillip Shamieh 500+

3 connections
Founder and CFO of Allied Resources Group
United Arab Emirates | Mining & Metals
Current Simble, Greenvale Energy Ltd, Allied Resources
Group
Previous TFS Corporation, Clarksons, Hudson Securities
Education  University of Technology, Sydney
Founding Partner
Incipient
January 2008 - Present (9 years 1 month) | United Arab Emirates
Founder and Director O wise-owi.com

Wise-Owl
January 2001 - Present (16 years 1 month) | Sydney, Australia

Wise-owl is an Australian intelligence firm focused on developing companies and pre revenue

assets.

Interim CEO and Non Executive Director of TFS Subsidiary

Gulf Natural Supply fs
TFS Corporation

2009 - January 2016 (7 years)

Gulf Natural Supply is now a 100% owned subsidiary of ASX listed TFS Corporation Limited. Was
the advisor and interim CEO of the initial Joint Venture between Emirates Investment Group and
TFS Corporation.

Source:LinkedIn Profile of Phillip Shamieh

In addition to his role aa TFS banker and employee, Shamieh is also the founder and director ebWljisan
Australian market research firm whitlas put out positive analyst coverage on Ti&cing abuy rating on the
stock.

TFS Corporation Ltd (TFC) fa

Click for FREE wise-owl trial

Growth Portfolio

Overview: TFS Corporation Ltd (“TFS", “the Company”) is an Australian

industrial company focused on the production of Indian Sandalwood

products. It controls the world's largest ethical and sustainable supply of TICKER TFC.ASX
Indian Sandalwood, a $1billion market characterised by exhausted INDUSTRY Industrial
natural reserves. Our last advice was a ‘buy’ recommendation in TR G EETE 341.4m
February 2013 at a price of $0.56. T 5m Options
2.1m Performance Rights

MARKET CAP $573m

Catalysts: TFS has achieved average top line growth of 31% while CREL $225m
NPAT increased 57% Dp.a. over the past four vears. We expect ENTREPRISE VALUE $726m

Source:

https://www.nabtrade.com.au/content/dam/nabtrade/pdf/Growth_ TFS%20Corporation%20Ltd%20TFC_2015.pdf

To review, Phillip Shamieh claims to have worked for TFS from 20096 During that time he was the founder
and director o& research firm Wisewl, which was putting out positve research on TFS stédo during that time,
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he was the founder and director of Incipi€apita] a Dubaibasedbank which was raising money for TFS. At the
same time, IncipienCapitalwas the source of the key study of future sandalwood demand thaelldsSonin its
marketing presentations to potential investors, without (to our knowledge) disclosing the rdlatietaleen TFS,
Incipient, Wiseowl and Shamieh, which are deeply irtteined.

We believe that it is materially misleading for TFS to present Inci@eapitab key demand forecasirs its marketing
presentations without disclosing such massive conflicts of interest to prospective investors.

In addition, we suspectaht
Aprofits, o

mu st

TrépBrtedhoncash gainswhichma k e
al so

rely

on

t he

up a
st

maj or
udy by

p aapadrtedo n
|l nci pi ent

of t
Car

are the basis for the upwardvaluation ofits plantations, which ensures that at least on papertdliEShareholders
thatit turns a profit. Yesuch reported profitely on astudyconducted by an undisclosed related pavtyich should
undermine investor confidence in the sanctity of those figures.

Unbelievably,

t his

i s

not

t he

only

massive

undiscl ose

marketing presentatioradso cite two other slides about the market price of sandalvthedource of which Br.

Anantha Padmanabha

1,600

1,400 a

1,200 ./
1,000

Tonnes
8

2000/01
2001/02

2002/03
2003/04

2004/05

2005/06

2006/07
2007/08

Year

2008/09
2009/10

@
* SN
N

~9- @
- o~ ™ < 7))
= = = = L=
S - ~ ) <
o o o (= o
~ ~ ~ ~N ~

Source: H.S. Anantha Padmanabha, Expert Market Report, August 2015
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Auctions in India (AU$/Tonne)
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SSrcE: HE ARINING PRIMANIERG, BT Marker RSROIT, AL J015
Irmsestors shoulid noce thae this auction price relates 0 wid indian sandawood which has a higher ofl comens than planzadon gromn sandamwood
R 300 LPEGacEon TS Grown [LAaon INGn SIndameca Fas Py Ichired 3 5560 Brico i ALgos 3015 41 §133,000 par Imnne.

Source2016 Project Level Financing Marketing Presentation

Yet ourdue diligencéhas uncovered thétesource for the chartBr. Anantha Padmanabha, claimd®a consultant
for TFS.

WHO IS DR. H S ANANTHA PADMANABHA ? AND HOW IS HE ASSOCIATED WITH THIS PROJECT?

DrH S Anantha Padmanabha, the forestry consultant, is an expert on sandalwood cell biology, who mastered
the technology of artificial raising of sandalwood. A scientist of 40 years experience in forestry in India, he
had worked as a senior scientist at the Institute of Wood Science and Technology in Bangalore (India) from
1964 to 1998 and was responsible for guiding research projects on sandalwood and other forestry species
including but not limited to techniques of growing sandalwood and decease and pests affecting forestry tree
species.

Currently he is a Director of Karnataka Research Foundation and Advance Technology Transfer, Bangalore,
Consultant to Tropical Forestry Services Western Australia, consultant to Forest Rewards, Western Australia,
and had served as consultant to Department of Conservation and Land Development (CALM) and Forest
Product Commission (FPC) Government of Western Australia from 1998 to 2002. He is honorary consultant to
Karnataka Soaps and Detergents Ltd, Bangalore, assisting and providing guidance to farmers, corporate
bodies and NGO's in growing sandalwood in India.

He has co-authored books on sandalwood and have published over 150 publications in both Indian and
International journals. He was designated as chief Technical Advisor for sandalwood projects with the World
Bank FREE project (ICFRE) Government of India. He is currently appointed as the chief technical scientist for
this project . Many articles have been written about him.

Source:http://siriagrigroup.com/fag/112vhco-is-dr-h-s-ananthapadmanabhaand-howis-he-
associateewith-this-project

Far from being an independent analy3t, Padmanabhappears to ba paid consultant to the Companyet TFS
fails to disclose this, even though hedsircefor two critical slides about the price of sandalw@od@FSd marketing
materials

SWe findthisk ey price chart i highlyguSstionablp. rTeextearn pumdrts to siibefatmlous e

prices attained at auction for Indian sandalwood, but buried in the fine print, TFS discloskes pnates shown are

for wild Indian sandalwood, which has higher oil content th@mnagedplantations. Theslide does not disclose
historical auction prices for plantation sandal wood, e
USD 123,000 per tonne. This slide fails to give any context for the August 2015 price, whether it was (as we suspect)

a market high, or itine with historical pricing.
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Ultimately, we think it is highly misleading to market to potential investors on the back of critical price data and
demand forecasts without disclosing the massive conflicts of interests between TFS and the sources of such
information. It makes the TFSarketing process look absolutely rotten. Especially so if we scrutinize the highly
dubious price forecasts which are so critical to TFSO
financing.

2. Unrealistic Price Forecasts

Sandalwood i highly opaque, thinly traded market. Estimating the trading prices of liquid commodities like gold
or coal in 1520 years is inherently difficult estimating future prices of commodities which barely trade is near
impossible. In our view, TFS explsithis inefficiency to propagate absurdly optimistic assumptions regarding the
future price of sandalwood to raise money from unsuspecting retail and institutional investors.

For starters, even TFS6s inter na kentationd ® Isecusepppofed leel i nc on
financing, TFS advertises a price of $4,500 per kg:

Attractive supply/demand dynamics provide upside
opportunity
e Demand for Indian sandalwood driven by cultural

significance (India and China) and increasing take-up from
fragrance and pharmaceutical industries (Europe and USA).

e Global supplies of Indian sandalwood are being depleted
due to over-harvesting of natural stocks and very little
establishment of commercial plantations (other than TFES).

e TFS recently executed a 20-year contrac e of
Indian sandalwood oil at an initial price of|[US$4,500|per
kg with the world’s largest dermatology company, wholly
owned by Nestlé.

Source:TFS 2015 Project Level Financing Marketing Brochure

TFS states that it executed a forward contract aithnitial price of US$ 4,500 per kdput does notay anything

about the details of this contract or whether the price is subject to change based on market conditions. We reviewed
the marketindrochure and this appears to be thely price quoted in the presentation, which would lead a reasonable
investor to conclude that this was the foreedéiture price.

But otherTES corporate fiings i ncl uding the press release to announceé
annual report, use a forward price of US$ 2,800 per kg:

TFS reported total revenue? of $318.0 million, a 50% increase on FY14 ($212.2 million). This included:

. Cash revenue of $151.2 million, up 12% on FY14 ($135.1 million), generated from the sale of:
» New plantations to institutional, high net worth and retail investors;
rd Plantation management services to plantation owners; and
» Sandalwood products (including pharmaceutical grade Indian sandalwood oil sold to
Galderma); and

*  Non-cash revenue?® of 5166.8 million, up 116% on FY14 (577.1 million). This included a gain of 5136.6

million (FY14: 563.3 million) on the revaluation of TFS's sandalwood plantations, resulting from:
rd An increase in the assumed future sales price of TFS's sandalwood oil {from US52,500 pe

g A strengthening of USD against AUD (from US50.94 to US50.77);
» Increased direct ownership of plantations; and
> Increased maturity of the plantation assets.

Source:FY15 Full Year Profit and CashBETDA Ahead of Guidance
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Significant Unobservable Inputs

(i) The trees will be harvested within 14 to 16 years of being planted. The weighted average year of harvest is 15.6 years
(June 2015: 15.6 years).

(ii) Forecast of heartwood production at weighted average of 19.6kg (June 2015: 20.8kg) per Sandalwood tree at a 25%
moisture content. The forecast heartwood production of each plantation vintage ranges from 6.7kg to 25.6kg per
Sandalwood tree.

(iii)  Projected oil content from the heartwood of 3.7% (June 2015: 3.7%) from forecasti heartwood at a moisture content of
25%.

(iv)  The price of Sandalwood oil is determined with due consideration to market transactions and industry projections,
arriving at an estimate oﬂ$2,800 USD/kg (June 2015: $2,800 USD/kg){ and not inflated.

Source: Company Annual Report 2016

This begs the obvious question: if the assumed forward price of sandabtia®dJSD 2,800 per kg, why are the

Company project level investment brochures advertising a price of USD 4,500 per kg? We believe that at the very

|l east, the Companyds projections should be misleadingnal | vy «c
because they advertise a much higher price.

This is supposedly the initial price for future deliveries urttierNestle contract But it is highly misleading to
advetise thehighest pricefor a product rather than the average price at which the Company values the entire
plantation. Inthe U.S., this is calletierry picking and is strictly prohibited. It arises in the context where a hedge
fund or private equity fud advertises only its top performing investment and fails to disclose the overall performance
of the total portfolio. Yet this practice is just the tip of the iceberg.

a) Indian Import Data Suggests Much Lower Prices

Independent customs data suggeststti@markefrice for sandalwood oisi f ar bel ow t he Company
Import data from India, a key sandalwood market, shows that 19,004 kg of sandalwood oil (all types) were imported

into the country in 2016.The weighted average price for such imports W&D 714 perkg 75% bel ow TFS
forecasted future price of USD 2,800 per kg.

This represents an increase over 2014 and 2015, when the average price of imported sandalwood oil into India was
USD 457 and 52 per kg respectively

India's Sandalwood Oil Impoft 2014 2015 2016 Total
Quantity (Kg) 28,690 16,965 19,004 64,659
Value (INR) 800,369,197 574,955,620 911,514,994  2,286,839,804
Value (USD) 13,117,999 8,966,509 13,567,236 35,651,744
Price/Kg (USD) 457| 529 | 714] 551

Note: we take into account the imported batches with quantity over 100 kg.
Source: 1india's Sandalwood Oil Import Data
2. Foreign exchange rate of USD/INR2@14 2015 2016

The weighted average price over the last three years (2@D46) was USD 551 per kg, significantly below the
Companyb6s projected fut ur e magkets oreandalwobchpdoduatsisinggthemihie of t h
incense and for religious and medicinal purposes. The fact that India is importing sandalwood oil at prices well below
TFS6s forecast price undermines the credibility of the

Such prices also portend badly for TB&ause the sandalwood market is likely to be oversaturated. The Company
estimates that its harvests will be so large that the size of the sandalwood marketredle to twelve times its

current size by 2025 (with TFS projecting that it will supply ¥60of the demand). The basic rules of economics
suggest that scarcity increases prices. When available supply increases, why should investors expect the price to
increase? If sandalwood behaves like other commaodities, a supply glut will force pricgesndowp.

7FY 2016 Rill Year Results Presentation
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All this is to say that if sandalwoadll is being imported to India, the key market, forS51 per kgn the period
from 2014 to 2016 we find it highly unlikely that the Company will receifiee times this pricewhen it floods the
market with sandalwood in the future®

b) TFS Attificially Inflates the Price of Sandalwood and Prevents Market Price Discovery
TFS exacerbates the problem of price discovery because the Company has been buying up its early vintages which
have come up for harvieBom retail MIS owners. In our view, this artificiallpfiates the price of sandalwoaahd
hindersprice discovery by preventing harvested sandalwood from hitting the open market.
In 2014, the Company stupidly bragged that it hati10% above the narket price to buy its sandalwoodfrom

TFS-managed/MIS-owned plantationsat an auction (the sandalwood was owned by retail MIS investors but the
plantations were managed by TFS):

Sale of First MIS Harvest

St

» TFS has conducted a public tender to achieve Google  sandaiwood n
the highest practicable price for EKS growers

Web

» Expressions of interest received from 40 parties ! .
< Rare Indian Sandalwood - Oil
from 7 countries bearing, legal logs

www.tfsitd.com.au

» 42 bids received from 6 different bidders across Bids close 25 August. Email now.
the 8 tender lots

» | TFS was the winning bidder for all 8 lots with
bids on average 10% greater than the next
highest bid

» Implied price in the winning bids of AU$100 per
kg of heartwood
o Immediately prior to harvest, TFS’s biological
assets are valued at AU$92 per kg of heartwood
o Original EKS prospectus estimated a sales price
of US$43 per kg

 TFS has also acquired the EKS retainer block,
with estimated heartwood of 88t for $8.4m

ﬂf; TFS CORPORATION LTD | 19
Source:Company FY14 Full Year Results Presentation

The Company braggezbout paying 10% above the next highest bidder for sandalwood at auctions, but this seems
like highly destructive ath selfserving behavior. Because TFS is reliant on the capital markets to finance its
operations, we can safely infer that TFS, by buying out harvests from MIS investors, is essesiigitgw money

from investors, shareholders or creditdespay offold investors. This is reminisceaf Great Southeriand other

failed Australian managed investment schemes.

Furthermore,hie Companystupidly admitied that it wa®verpayingto buy out investors in its early vintageg/hy
would it waste investor money by bidding 10% above the next closest bid?

Our suspicion is that the Company is bidding up the value of sandalwood at such auctaing io annual reports,
project level disclosures and marketing brochures that the price of sandalwood is higher than it would
otherwise be

8STFS06s forecasted price of USD 2,800 per kg for sandal wood oi
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In 2015 and 2016TFS continuedo buy the harvested wood from THR%&naged plantations that were owned by MIS
investors. IM015, the Company paid AU$ 123 per kg of heartwood, well above the 2014 price of AU$ 100 per kg.
In 2016, the Company appears to have bid up the price again, stating that it bought all of the wood harvested from
vintages owned by MIS investors at AU$ 13dr kg, a 6% increase over the previous year.

Completion and Sale of Second Harvest

®  Second annual harvest of trees planted in 2000
completed in May 2015 and is expected to yield
around 31t of heartwood, in line with expectations

® | TFS has acquired the grower owned wood for
A$123 per kg of heartwood

® TFS marketed the grower owned wood in India,
China and Australia and received 4 different bids

®  Price per kg is broadly in line with TFS book value
and up on last year, reflecting the growing value of
Indian sandalwood

Note: Original prospectus from 2000 estimated a sales
price of US$43 per kg

Z(s TFS Corporation Ltd

PLANTATION-GROWN INDIAN

SANDALWOO

Trusted Australion supplier
Tropical Forestry Services
Ld is selling premium,
legal Santalum aibum logs
& butts.

For more information
please contact:

Mario Di Lallo

E: mario@tfsitd.com.au
T: +61 400772778

www.tfsltd.com.au | +61 893863299 tfé

Source:FY15 Full Year RsultsPresentation

Successful harvest and grower wood purchase

® 2016 harvest of > 32,000 trees produced 310
tonnes of heartwood, a tenfold increase on
previous harvests

® Total estate contains 5.4m Indian sandalwood
trees, up on the prior year

®  Grower owned wood from the 2016 harvest
was marketed globally and the tender closed
on 25 November

® TFS has successfully acquired the wood and
has acquired 40t of heartwood at a price of
AUS$131 per kg (up 6% on 2015)

Source:Q1 FY17 Overview of Quarterly Result

Keep in mind that TFS does not yet receive meaningful cash flows from the sale of sandalwood, because most of its
trees have yet to be harvekteSo when TFS brags about bidding up the price of sandalwood and buying out MIS
investors, it is doing so with money raised froew TFSinvestorsshareholderand creditors. And this questionable
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behavior is accelerating. In 2016e Company announced that it had used money raised from the capital markets to
buy out previous higimet worth investors in its plantations:

Transaction Increases Ownership of Plantation Assets

TFS Corporation

Institutional Plantations MIS and High Net Worth
(Beyond Carbon) Plantations

TFS Direct & Indirect Owned

Plantations

3,547 ha of Direct/Indirect

3,667 ha 3,369 ha of MIS & HNW
Owned
[P ===
i -221 ha of MIS L. +221 ha of MIS
i |
Plantation ownership post transaction completion
3,667 ha 3,148 ha 3,768 ha

Source:2016 MIS BuyBack and Caipal Raising Presentation

In a supplemental disclosure, TFS admitted that it rafdefl 60.5 million from the equity markets to purchase the
221 hectares of retail grower interedtie to be harvested over the next five years

Plantation ownership

TFS has continued to increase its ownership of the plantations, both by retaining new plantings for itself and through the
acquisition of established plantations. By building its plantation ownership, TFS believes it will increase its exposure to
the attractive returns associated with the ownership of Indian sandalwood plantations, by capturing more of the value
through the “soil to oil to shelf” cycle. This has been the Company's consistent and clearly stated strategy since 2012.

In FY16, TFS had direct ownership of 2,638 hectares and total direct and indirect ownership of 3,631 hectares, anincrease
of 15% on FY15.

Institutional 4,221 3,475 3,031
Retail and Sophisticated Investor 4,330 3,615 2,886
TFS (direct & indirect ownership) 3,631 3,493 3,168
Total Estate 12,182 10,583 9,085

In April 2016, TFS completed a placement of equity to institutional shareholders which raised $60.5 million of capital.
These funds will be used to acquire up to 221 hectares of retail grower interests which are due to be harvested over the
next five years.

Source: Company AnnuBRleport 2016
In our view, this is Pondike behavior. TFS is using funds raised from new investors to buy out earlier MIS investors.
The Company claims it wants to increase exposure to sandalwood, but we suspect that it is purchasing older plantations

to prevent sandalwood from hitting the open market in significant volume and avoid the establishment of a
market price for sandalwoodwhi ch we suspect would be well below t he |

Our suspicion is that the Company is terrified of trees hittiegmarket and selling atpaice materially lower than

its internal valuations, which would not onlyundermne t he Companyés future promi se:
for investors but would also force the Company to ind@matic write downs in the valuation of its existing

plantations.
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Furthermore, each year, the Company has bid up the price of sandalRecall that in 2014, the Company bragged

that it paid 10% more than the next bidder for the harvest, demonstrating thawiastangjinvestor cash to drive up

the price of sandalwood, to its own benefit. Although TFS does not provide details dfbpaut Aauct i onso hel c
owned sandalwood trees in 2015 and 2016, the Company did pay a higher price each year. Without details of the
auctions it is impossible to know for sure, but we suspect that the Company was outbidding other bidders (if there

were any) in 2015 and 2016 to drive up the price of the commodity.

Sandalwood is so thinly traded that even a few price points can distort forecasts. We suspect that the market values
sandal wood at well bel ow t he QOssmpmnmickylikesbidging og tleegriceaf pr i c e
the sandalwood at auctions to justify its own unrealistically optimistic projections.

By artificially driving up the price of sandalwood, TFS does not have to revise downward its revenue forecasts (and
does not Ave to restate its financials) due to lowwkeanexpected yields. Rather, its absurd price forecasts, founded

on its ownpractice of bidding up prices at auctimlow TFSt o cont i nue to appear fAprofit
and continue to make luttous promises of future cash flows to prospective investors.

3. Dubious Yield and Survivability Assumptions

The other highhguest i onabl e assumptions wunder pi aretihreg Clofthéasn yrso
forecasts of heartwood yield and thervival rate of its trees. These assumptions undeop;mt h  t he Co mp an)
mar keting materials (upon which it relies to secure ne
rounds of new imestors) andhon-cash gains recognized @sincome statement from the upward reevaluation of the

value of t pamtati@s mpanyos

a. Academic StudiesReport Far Lower Yields
TFS6s heartwood yield forecasts deviate significantly
4.0-6.8 kg/tree for Indian sandalwood trees. By comparison, TFS has told investors to expect a heartwood yield as

high as 30 kg per trees high as sevetimes the yield found in independent academic studies.

Academic Studies on Heartwood Yield from Sandalwood Trees

Study Harvest Age [Heartwood Yield (kg/tree)
Brand et al.! (2012) 16 6.8
Elders Independent Expert Report?' ("2013) 15 6.8
Rural Industry” (2012) 15 6.3
Ral’ (1990) 20 4.0
TFS Trial Harvest® (2011) 19-23 25.0
TFS Assumptions (2016) 16 19.6

Note: Heartwood yield from Brand et al. study was standardized by converting 5.8kg per

tree at 12% moisture content tB&g per tree at 25% moisture content

Sources:

1. Published by Jonathan E. Brand, Len J. Norris & lan C. Dumbrell on Australian Forestry
Volume 75, 2014

2. Published by Deloitte ITC Sandalwood Project 2001 Independent Expert's Report and
Financial Services Guide

3. Published by Rural Industry Research & Development Corp. (authors are Dr Liauarb
Professor Julie Plummer, Len Norris)Flood-irrigated Tropical Timber Trials in the
North of Western Australia

4, Published by Shobha N. Rabtatus and Gltivation of Sandalwood in India

5. Announced by TFS in Commercial Yields Confirmed in Indian Sandalwood Harvest Trial
and Market Update
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In 2011, TFS conducatnedd rae pfotrrtieadl tthanveistts projected sat
forecastedyields of 25.0 kg per tree. But investors should note that the trees in the trial study mwestekaat age

19-23, and not age 15, when the Company expects to harvest most of its plantations. Moreover, few details were
provided to investors regarding the trial study. Without more information, it is difficult to make heads or tails of this

trial harvest, but we do not believe that a study conducted by a company with a massive financial incentive in the
outcome is a persuasive authority when compared to independent academic studies.

I ndependent studies al so sunwieraterforitsetrees. hTES plojecipaa BOYDOO% pr o e
survival rate for its sandalwood plantations. Yet an independent report by Deloitte in 2013, stated that mortality rates
were much higher, and that survival rates experienced by Elders Forestry overrfeeofaleven years were only

40% on average.

As the number of stems per hectare decreases with age due to natural mortality, mortality rates were applied to
the stems based on their age in order to estimate the number remaining when the trees are harvested 15 years
from establishment. Mortality rates for each age class were calculated by P8yry with reference to actual
mortality rates experienced by Elders Forestry over the course of the last 11 years (excluding a particularly poor
performing age class), which suggest that, on average, only 40% of planted stems will survive to the time of
harvesting compared to the 84% survival rate Elders Forestry generally targeted at establishment of the EFML
MIS Projects.

Source: Deloitte Elders Independent Expert Report (2013)

The Deloitte report notes that while Elders Forestry, like TFS, targeted an 84% survival rate at establishment, in
reality, less than half of the trees survived to maturity.

b. Internally Inconsistent and Arbitrary Yield Forecasts
The valuable commodity isandalwood trees is the aromdt@artwood In its annual report, the Company reports a

forecasted weighted average heartwood yield for its plantations, which is an estirhatarmbunt of heartwood that
the Company expects to extract from each sandalwood tree.

To give investors an idea of just how arbitrary TFS6s
estimated a weighted average vyield as high as 38ekdgree® Each year thereafter, as its plantations matured, TFS
has revised downwards its weighted average yield assumj

to 19.6 kg per tree.

Weighted average heartwood production forecast (kg/tree)

28.0

26.0

24.0

20.0

18.0
Fy2011 FY2012 FY2013 Fy2014 Fy2015 FY2016 1H'17

Source: Company Public Filings

‘The Companyds FY 2011 annuat30kgpentoee.t projects a yvield between
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Significant Unobservable Inputs

(i) The trees will be harvested within 14 to 16 years of being planted. The weighted average year of harvest is 15.6 years
(June 2015: 15.6 years).

(i) Forecast of heartwood production at weighted average ofllg.ﬁkg (June 2015: 20.8kg) per Sandalwood tree|at a 25%
moisture content. The forecast heartwood production of each plantation vintage ranges from 6.7kg to 25.6kg per
Sandalwood tree.

(iii)  Projected oil content from the heartwood of 3.7% (June 2015: 3.7%) from forecast heartwood at a moisture content of
25%.

(iv)  The price of Sandalwood oil is determined with due consideration to market transactions and industry projections,
arriving at an estimate of $2,800 USD/kg (June 2015: $2,800 USD/kg) and not inflated.

Source: Compangnnual Report FY 2016

The changing yield curve is a major red flag. In FY 2011, the Company was marketing projects to investors based on
a blended forecast of 27.5 kg per tree, only to systemically lower the yield once vintages came up forlhaheest.

first half of FY 2017 the Company reported a blended average yield of 19.8 kg per tree, 28% lower than in FY 2011
likely much to the chagrin of the investors who gave money for project level financing in FY 2011 or before.

We think that the Company should have recognized losses from the downward revaluation of its forecasied yields
after all, future cash flows will be negatively impacted by lower than expected volumes. But TFS never did, because,
not coincidentallyasthe Company lowered its estimated yields, it raised its estimate of the future market price of

sandalwood.

Key Assumptions fromthe Company FY2010 | FY2011 | FY2012 | FY2013 | FY2014 | FY2015| FY2016| 1H'17
Weighted average heartwood production forecast (kgftree) 215 23.7 219 213 20.8 19.6 19.8
Sandalwood oil price estimation (USD/kg) 1,800] 2,500 2,500] 2500 2500 2800{ 2,800 2,800

Source:Company Public Filings

As discussed aboysuch future price forecasts are unreliapt®ne to manipulation by the Compaiayd based on

forecasts from a Dubai merchant bank raising money for TFS The wei ght ed average yield
reportsis also inconsistent with its project level disclosupesthe TFS website On the project level, the Company

models thaits trees will yield up to 15.7 kg of heartwood per tree, and survivability estimstggh as 90%.

Project Accounts as at June 30, 2016

Heartwood . PIantz_atior_w NQT
Project Name Yield per Tree Survival G_rowmg_ln Line
(kgltree) Rate w_|th Assigned
Yield Curve

TFES Sandalwood Project 2000 9.7 69.6%

TFES Sandalwood Project 2002 10.5 52.2% X
TFES Sandalwood Project 2003 10.9 69.0% X
TFS Gold Card Sandalwood Project 20 10.6 60.0% X
TFS Sandalwood Project 2004 7.7 54.3%

TFS Premium Sandalwood Project 200+ 8.4 57.5%

TFS Sandalwoo@roject 2005 8.7 40.2% X
TFES Sandalwood Project 2006 8.7 56.8% X
TFES Sandalwoo®@roject 2007 10.5 67.2% X
TFS Sandalwood Project 2008 12.1 83.1% X
TFES Sandalwoo®@roject 2009 13.3 87.1% X
TFES Sandalwood Project 2010 14.8 76.6% X
TFES Sandalwoo®@roject 2011 15.7 80.4%

TFS Sandalwood Project 2012 15.7 89.0%

TFS Sandalwoo@roject 2013 15.7 90.0%

TES Sandalwood Project 2014 15.7 86.6%

TES Sandalwoo@roject 2015 15.7 85.0%

Source:TFS/ QuintisWebsite- Project Accounts

30


https://web.archive.org/web/20170222051443/http:/tfsltd.com.au/files/4014/7550/1305/TFS2000_Projects_Financial_Report_Final.pdf
https://quintis.com.au/media/1469/tfs-2002_project-accounts_fy16.pdf
https://quintis.com.au/media/1485/tfs-2003_project-accounts_fy16.pdf
https://quintis.com.au/media/1429/tfs-2003-goldcard_project-accounts_fy16.pdf
https://quintis.com.au/media/1503/tfs-2004_project-accounts_fy16.pdf
https://quintis.com.au/media/1450/tfs-2004-premium_project-accounts_fy16.pdf
https://quintis.com.au/media/1520/tfs-2005_project-accounts_fy16.pdf
https://quintis.com.au/media/1539/tfs-2006_project-accounts_fy16.pdf
https://quintis.com.au/media/1554/tfs-2007_project-accounts_fy16.pdf
https://quintis.com.au/media/1569/tfs-2008_project-accounts_fy16.pdf
https://quintis.com.au/media/1584/tfs-2009_project-accounts_fy16.pdf
https://quintis.com.au/media/1594/tfs-2010_project-accounts_fy16.pdf
https://quintis.com.au/media/1605/tfs-2011_project-accounts_fy16.pdf
https://quintis.com.au/media/1613/tfs-2012_project-accounts_fy16.pdf
https://quintis.com.au/media/1620/tfs-2013_project-accounts_fy16.pdf
https://quintis.com.au/media/1626/tfs-2014_project-accounts_fy16.pdf
https://quintis.com.au/media/1631/tfs-2015_project-accounts_fy16.pdf
https://quintis.com.au/corporate/plantation-investors/current-investors/

TFSCorporation Ltd / Quintiso ASX: TFC / QIN www.glaucusresearch.con

We think it is odd that the Company forecsstweighted average yield of 19.6 kg per tree when, on a per project
basis, the highest yield estimate is 15.7 kg per tree. Whichever projections you choose, weighted average or project

|l evel, there is ample reason to be skeptical of TFS&s
c. TFS6s Actual Yields and Survival Rate are Much Lo
Mor e damming, TFS6s forecasts are aladualyrn m@loinzsedtent T WS

harvested vintages.

I n TFS6s 2016 manage me n fits inperine reselts,titadisclosethat thec actoamyelory i n g
harvested treeis 2014 and 2018as been 3.1 and 4.9 kg per tree, far below its consensus forward projection of ~19

30 kg per tree. Actual survival rates (338%) also came in far belowthe Canpy 6 s forecast- survi v,
90%.

Harvest yields to increase tenfold in 2016

Harvest Year 2014 2015 2016
Actual Actual Forecast
Area 100 ha 35 ha 104 ha

Average age of tree 14 yrs 14.5yrs

Results of
~1 enhanced
forestry

practices,
including

improved
host trees

and site
selection

Heartwood yield per tree (kg) 31kg 49kg

Survival rate' (%) 32% 38%

Heartwood yield (tonnes) 46t Mt

TFS ownership at harvest 38% 20%

(Direct and indirect ownership)

Oil yield 3.3% 35%

Note 1: Plantations were established with 463 seedlings per ha in establishment years 1999 to 2001

Source:Company Public Filings

TFS disclosed that its most recent harvest (2016), the heartwood yideba/&isar®.7 kg per tree, better than previous
performance, but still 50% |less than the Companyéds cur

Successful harvest and grower wood purchase

® 2016 harvest of > 32,000 trees produced 310
tonnes of heartwood, a tenfold increase on
previous harvests

® Total estate contains 5.4m Indian sandalwood
trees, up on the prior year

" Grower owned wood from the 2016 harvest
was marketed globally and the tender closed
on 25 November

" TFS has successfully acquired the wood and
has acquired 40t of heartwood at a price of
AUS$131 per kg (up 6% on 2015)
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In addition, thef ol | owi ng di sclosure has begun to appear in proj
and 2005201010

Data collected during the 2016 inveniory count indicated that, during F16, the T.F_S. 2010 plantation had not grown in line with
the assigned yield curve by an amount that is outside the siafisfical margin of error. T.F.S. has determined that the assigned yield
curve still most accurately predicts the expected future heartwood yield at harvest because intervention in host management and
irrigation will cause the trees to re-join the assigned yield curve in the future.

Source:https://quintis.com.au/media/1594/8910 projectaccounts fy16.pdf

Beginning in 2016, TFS included this disclosure in the documents for 9 of its first 12 vintages, meaning 75% of its
first twelve vintages are not ctagyiedwumeg Thisrdisclosure gaswatt h  t h

included in prior years, indicating that such fAdeviati
mature.

It seems highly unreasonable for TFS to be using a yie
first 12 vintages are by TFS06s own admission falling b

We believe that TFSO&s pfojeatanexpeactad yield af al0 lgmer tnek, svhich tvauld bed
almost double the yield predicted by academic studies and higher than any yield TFS has achieved on any
plantations harvested to date.

If TFS revisd its yield forecast to a monealisticfigure, we believe that the Company would be aff from the

capital markets First, the Company would be forced to take a write down on the value of its biological assets, a hit
to its income statement which woubdrrect for ludicrous previous upward relations. Second, the Company
would have to correct misleading yield projections in its marketing matemalsang it significantly more difficult to

raise money for future plantatioansA revision of a simple, unreasonable yield assumption, and thep @omy 6 s
financial statements and marketing materials would, in our view, completely unravel.

10 SeeProject LeveRepors (updated as of 20169 all these project level accounts 8RS/ QuintisWebsite
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OFFICER AND DIRECTOR TURNOVER

Companies engaging in questionable accounting practicesaking misleading statements to investors often
experience high turnover among directors and officers wary of liability or a tarnished reputation once the scheme
unravels. The director of a public company is usually a cushy job, so it is a red flagheyeasign in droves. In

this case, the shoe certainly fits, as TFS has experienced an unusually high number of director and officer resignations
in recent years.

Management Turnover

Resignation Name Position Duration of

Date Tenure (Years)
11/18/2014|Patrick O'Connor NE Chairman 1.2
11/28/2014|Ronald Eacott NED 14.7
9/2/2014|Stephen Atkinson NED 2.1
10/3/2012|Richard KR Alston NE Chairman 1.3
7/12/2012|Timothy Croot NED 47
12/23/2011|Jim Stuart Craig NED 43 days
7/1/2011 |Blake William Myles NED 5.6
7/1/2011|Ian MacKenzie Murchison |NED 53

Source: Company Public Filings

By our countgightofficers or directors have resigned since late 2011. Many haxeestpafter a brief tenure of two
years or less.

Perhaps the most notablesignationwas Patrick O6Connor , who joined TFS
O6Connor | arssigendi o nNeo weerabrer 201 4. At the time of his re
remain on the board, but hesignedfrom his board position a month laten December 2015. We consider
O6Connordés quick resignation from both the chairmanshi
director and officer turnover, corroborates our investment opinion that TFS is a troubled company.
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VALUATION

TFS is so sensitive to any negative criticism thabguccessfully sueBaylor Collison, an Australian broker, i©25

because of a bearish analyst note. In our years as short sellers, we have rarely seen a lawsuit over an analyst note, but
such sensitivity and litigiousness indicates, in our opinion, that TFS is weak and fragile. No legitimate business would

sue ove criticism unless it was afraid that investors would discover its underlying business was not performing as
advertised. Happily, TF®stthesuift and had to pay Taylor Collisonds | ega

TFS relies on the capital markets for its existence. As discussed in this report, we believe that the Company materially
misleads investors regardingojected future cash flows by making unrealistic forecasts about the yield and
survivability of its trees and the future price of sandalwood.

For a long time, TFS could make misleading disclosures with impunity because the assets take so long to grow, there
wasno evidence to directly contradict the Companyds | ud
first vintages are coming due for harvest, and predict
projections. Moreover, th€ompany now must sell the harvested sandalwiosdich we believe, based on the
dubious character of the supposedly famous AChinese bu

TFS is already heavily levered, burns cash at a torrid pace, and éamtain without access to the capital markets.
In 2016, the Company burned AU$60 million, up from AU$46 million the previous year.

Company Burn Rate

Burn Rate (AUD '000) 2010 2011 2012 2013 2014 2015 2014 1H '14
Net Cash Flow (18,610 56,801 (21,779 1,393 32,064 (15,907 34,319 (17,200
Net Cash from Financing Activitieg 24,864 24,461 58,483 (15) 57,986 30,381 94,153 39,884
Cash Burned (43,474) 32,340 (80,262 1,408 (25,922 (46,288) (59,834) (57,084

Source: Company Public Filings

TFS6s cash flows show that the busi §yevergyed tooperate. #A®a mu c h
result, its debts are mounting, and its interest payments are becoming a heavy burden. TFS reported AU$ 555 million
in total financial liabilitiesas of 1H FY 2017.

AUS '000 2010 2011 2012 2013 2014 2015 2016 1H'17
Total Financial Liabilitics 67281 | 140842 146503 | 164154 | 245332 340303 | 456153 555342
Cash EBITDA 44268 | 16533 23780 51804 51400 57,533 62.162 7.574
Interest Payment 2,938 3,757 0756 | 16248 19,141 10,617 31211 15.418
Interest Payment as % of Cash EBITDA %) 23%| 41%]| 31%)] 37%| 34%| 50%| 204%

Source: Company Public Filings

In FY 2016, TFS6s annual interest payments were AU$31
cash EBITDA Such |l everage is concerning because of the Cc
amounts of sandalwood. The only wayttthee Company can continue to pay interest on its debt is with new borrowing

or project level financing, a vicious cycle.

Investors should of course do their own homework, but for our pagstireate thal F Sl@lslities far exceed the

valueof its sandalwood plantations. We believetbahce i nvest ors come to realize t
projections,i t s questionabl e mar keti ng ma TESwiIl atduggle accedss that b i o u s
capital markets. At that point, we highly doubt that the Company will be able to service its debts, let alone continue

to operate for the benefit of shareholders.

Ultimately, we think this scheme comes to an end in bankruptcy court, méchtlier Australian agricultural MIS
companiessuch asTimbercorp Great SouthernEnvironinvest, Palandri WinesArafura PearlsAustralian Bight
Abalone andForestry Enterprises Australiatc...



http://www.afr.com/business/agriculture/tfs-corp-launches-legal-action-against-taylor-collison-20150219-13jgbz
http://www.smh.com.au/business/judge-rules-in-favour-of-taylor-collison-in-legal-stouch-with-tfs-20150703-gi4sgx.html
http://www.arita.com.au/docs/member-only-page---documents/disclaimer-lecture-omar-and-others-aug-2013.pdf?sfvrsn=0
http://www.svpartners.com.au/timbercorp-great-southern-its-crunch-time
http://www.afr.com/news/great-southern-investors-face-bankruptcy-20141211-125ex3
http://www.smh.com.au/business/pescott-in-second-liquidator-lawsuit-20101114-17sot.html
http://www.abc.net.au/news/2008-08-22/palandri-investors-to-lose-over-160m/2586312
http://www.smh.com.au/business/arafura-pearls-placed-in-voluntary-administration-20110422-1draq.html
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2015-releases/15-204mr-former-abalone-ceo-charged-over-false-statements/
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2015-releases/15-204mr-former-abalone-ceo-charged-over-false-statements/
http://www.abc.net.au/news/2013-12-02/fea-settlement-with-mis-investors/5128572
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Company Name Date of Bankruptcy Investor Losses|
Administration (AUD mm)

Timbercorp Apr-09 750
Great Southern Corp. May-09 700
Enviroinevest Sep-08 149
Palandri Wines Feb-0§ 270
Arafura Pearls Apr-11 41
Australian Bight Abalone Jul-09 44
Forestry Enterprises Australla Apr-10 215
Total 2,169

Source: Links in Previous Paragraph

The collapse of these MIS companies resulted in over AU$2 billion in aggregate investor losses. We believe that TFS
will likely follow Timbercorp and Grat Southern into ignominy and failure. Accordingly, wal ue TFS6s equi
AS$0.00.
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APPENDIX |

Yitan (Xiamen) Spices SAIC Filings
2014 Income Statement

0

| ;: Income Statement
Period Unit: RMB
2014-01-01 X 2014-12-31 | E@Et. ARmx
This Year Amount Last Year Amount
mE T | | AFEEHL | EREE

—~ E)ﬂiqf{/\ | Revenue 1 0.00 0.00
#ih: EVRAK COGS 2 0.00 0.00
Eﬂﬁiﬁ&ﬂﬂ’bﬂl Business Tax & others 3 11.86 0.00
Ed. Bt 4 0.00 0.00
2R 5 0.00 0.00
Wh2EIFRIRER 6 0.00 0.00
IRR 7 0.00 0.00
THIRERR 3 0.00 0.00
iﬁiﬁiiﬁﬁimfé Brrfn. EatR. EPicis |9 11.86 0.00
ﬂﬁ.ﬁﬁﬁm VEnpien. e 10 0.00 0.00
HERH 11 0.00 0.00
Hdi. GnsfER 12 0.00 0.00
%ﬁiﬁ%ﬁ 13 0.00 0.00
Administrative Expenses 14 10,180.00 0.00
ih: D& 15 0.00 0.00
WEREE 16 0.00 0.00
Hr=H 17 0.00 0.00
Finance Costs 18 279.71 0.00
Ho. #EZH WAL —"81H7) 19 0.00 0.00
%u- gﬁllkﬁ (3RELL—"2H7) 20 0.00 0.00
VAR | (SIRPL— "S183))  Operating21 -10,471.57 0.00
an: BN A Profit 22 0.00 0.00
Hoh. EfFHHED 23 0.00 0.00
#ih: Bl H 24 0.00 0.00
H, HFIKIRE 25 0.00 0.00
ZERERKRFEFREME 26 0.00 0.00
FoElm A RIIR B iRk 27 0.00 0.00
BAREZA TN RAFESBIRE 28 0.00 0.00
BlmRE 29 0.00 0.00
ﬁm GREFL TS oul |30 -10,471.57 0.00
B Profit 31 0.00 0.00
lﬂl—g\ FE] (GBS IRbl — "SIAA _ Net Profi{32 10,471.57 0.00

Source:Yitan (Xiamen) SpieCo. SAIC Filings
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2015 Income Statement

%IJ;"I‘I—J ﬁ Income Statement

Period Unit: RMB
PrEATES: 2015-01-01 E 2015-12-31 | [ﬁgﬁﬂiﬁ'?: /\Efﬁfd

This Year Amount [ ast Year Amount

me R | AFEZHEH || [ FERHEH
Revenue 1 0.00 0.00
COGS 2 0.00 0.00
Business Tax & others 3 10.00 11.86
4 0.00 0.00
#ﬁ 5 0.00 0.00
iﬁﬁﬁiiﬁ#ﬁ&wﬁ#ﬁ 6 0.00 0.00
iR 7 0.00 0.00
TR {ERR 8 0.00 0.00
AT PR B, FAAIR. EDIKAR |9 10.00 11.86
#ﬁﬁﬁﬁﬁu FERRIMER . HEE R 10 0.00 0.00
HER 11 0.00 0.00
Hrh, ﬁ:':?&'ﬁ‘ﬁ 12 0.00 0.00
=RV EEER 13 0.00 0.00
%‘F Administrative Expenses 14 26,303 .44 10,180.00
Hch. HhE 15 0.00 0.00
A 2% 16 0.00 0.00
CiER-bs 17 0.00 0.00
[ 55 2% Finance Costs 18 200.55 279.71
Hep. FISRE AL -85 19 0.00 0.00
. HBERE GRELA-"8187) 20 0.00 0.00
— . SVARE| (S —"SH) Operating21 -26,513.99 -10,471.57
0. ZAbSMEA Profit ]2 0.00 0.00
Hrh. FUF5hED 23 0.00 0.00
#h: BT H 24 781 0.00
Hrh. HfkiR%k 25 0.00 0.00
FoEW O AHEEIR SR E IRk 26 0.00 0.00
FoENR Ol B KEARR AR BT IR oA 27 0.00 0.00
BAREZA TNAEFIERSIIRE 28 0.00 0.00
RFnE 29 0.00 0.00
I: %ilgignﬁ (SHREZL1"SE ol [30 -26,521.80 -10,471.57
ket Front 139 0.00 0.00
m‘i (B IR — "SR NetProfi32 26.521.80 1047157

Source:Yitan (Xiamen) SpiceCo. SAIC Filings
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2014 Balance Sheet

Period ) )

FEETHR] 2014-01-01 ¥ 2014-12-31 2 | |
[ Year Beginning Amount [ ﬁﬁ&ﬁﬁ%ﬁﬁ ﬁf" % ear o mount

) - AR »

1 .00 .00 iR . 4 00] 00
4,540.29 .00 00) .00)
.00 .00 VE @58 R 00| 00)
00 .w% ojl 00
.00 .00] 71 8 .00 .00)
6 .00 .00 7 39] 00| 00
7 0.00) 0.00] Ji{] 10| 0.00) 0.00)
8 Xis 1.0( Tax Payable 41 11. .00
9 .0( .00] FUTHI8. 42 . .00
10] .0C .00] A 43 I .00
1 .00} .00 Other Payable 44 15,000.00 00|
1 .00 00| —FFF 4 .ojl 00
ssell 454029 .00 3 46 .00] .00)
1 .00 00 fiiE 1| Total Current Liability 4 15,011.86| .00
15 .00 L00[FES 1 48 .00} 00|
16 0.00 0.00 49| 0.00) 0.00)
7 .00 .00 7 00 00)
.00 .00 K HARGA] .00 .00)
.00 .00 IR .00) .00)
.00 .00 1] 3 .00 .00)
.00 .00[ 23E 54] .00 00
.00 .00 57 it 55 00| 00|
23 .00 0.00) Hrotal » Lifbilits6, 00] 00
24 0.00 0.00 = Total Liability 57 15,011.86] 0.00)
25| .00 00 A ( ) 58 00| 00|
26 .00) .00 ( ) 59| .00] @
27 .00] 00| B A 60| 00| 00
28| .00 .00] s 61 .00} .00
9 .00 00| AN 62 00| 00
0 0.00! 0.00 Retained Eamings 63 -10,471.57] 0.00
1 0.00 0.00 Y 23 [rord|Ts Fauty__-10,471.57] 0.00)
rrefQsset 0.00[ 0.00! Total Liab + SH's Eqlity 63 0.00} 0.00|
33 4,540.29| 0.00! F 66| 4,540.29] 0.00]

Source:Yitan (Xiamen) SpiceCo. SAIC Filings

2015Balance Sheet

Source:Yitan (Xiamen) SpiceCo. SAIC Filings
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