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Lytham Partners talks to S&W Seed Company (Nasdaq: SANW) regarding the recent acquisition of SV Genetics Pty Ltd
(“SVG”), based in Queensland, Australia. SVG is a provider of proprietary hybrid sorghum and sunflower seed germplasm.
The acquisition expands S&W’s product portfolio by adding two complementary crops that are expected to provide
diversification into higher margin opportunities while leveraging the Company’s existing infrastructure. S&W is the global
leader in alfalfa seed, with unrivaled research and development, production and distribution capabilities. S&W’s
capabilities span the world’s alfalfa seed production regions, with operations in the United States, Australia, and Canada,
and S&W sells its seed products in more than 30 countries.

Talk about the acquisition and what it means for S&W?
[MG] We believe this acquisition has the potential to generate
meaningful revenue through the introduction of these two new
product lines, sorghum and sunflower, and additional income
streams from royalties. We believe these new product lines are a
solid complementary fit in the key markets where S&W has current
alfalfa seed business including North and South America, Africa,
the Middle East, Australia and Europe. We also believe there is solid
potential for these products to be sold through our existing channels
to markets as well as cross-selling synergies whereby S&W alfalfa
seed can be sold through SVG’s existing channels. In addition, we
believe the SVG sunflower genetics have market potential in regions
,including Central and Eastern Europe, China, where S&W currently
has little or no presence but has dormant alfalfa seed products-acquired in the Pioneer acquisition--that we plan to sell into these
respective markets in future years.
Can you provide a background on SVG and their history, ownership
profile?
[AS] SVG was formed in 2011 and, at that time, acquired a sunflower
product development program from SeedVision. SeedVision had
commenced a sunflower program in 2005 and had put together
some nice hybrid combinations testing them throughout the world.
These assets were then rolled into SVG back in 2011. The program
at that time was focused on both temperate and subtropical
sunflower markets. Then in 2015 the program was re-located to
Hungary to better focus the program on the European sunflower
market. The new company commenced sorghum breeding in 2011
and focused on both grain and forage market segments.

What has the breeding and R&D process been to develop these
newly acquired varieties?
[AS] SVG developed an innovative breeding program that seemed
more cost effective and faster to commercialization compared to
other institutional and corporate breeding programs. They accessed
germplasm from a very wide range of global sources mainly
unencumbered but some with in-licensing arrangements with royalty
flow back to the IP owners. This germplasm has been used as a
breeding base to produce a range of unique hybrids that have
demonstrated some very good potential compared to existing
standards in some of the key markets. Innovative use of molecular
markers has enabled a highly-effective selection mechanism for
heterosis prediction based on genetic distance. This has enabled
the program to fast-track and sharpen the focus of the breeding
process with some excellent outcomes.
Why do you believe this is the right time to expand into complementary
crops?
[MG] We believe SVG’s products are complementary to our core
focus in alfalfa, with very near term sales synergies that we hope to
take advantage of. With our established infrastructure, we see this
as a unique opportunity to diversify our product offering; and
leverage our distribution channels with a relatively modest
investment. We view this as a low cost / low risk entry into some
potentially large addressable markets. We feel very fortunate to
have been able to come together with some tremendous human
capital assets like Dave and Alan. They are highly respected in the
industry and we feel they add quite a bit of strength to our
agricultural executive experience and expertise. I thank them very
much for joining us.
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Sorghum requires less water to
grow than many other crops and
is generally used as a replacement for corn and other grains in
areas where water is scarce.
Why did you choose sorghum and sunflower as your first foray
outside alfalfa?
[MG] Sorghum is an extremely complementary crop to alfalfa.
Similar to alfalfa, sorghum grows well in poor soil and drought
conditions, thanks to its hardiness, market versatility and highquality seed. Sorghum requires less water to grow than many other
crops, and is generally used as a replacement for corn and other
grains in areas where water is scarce. In Africa, sorghum is a food
staple for human consumption. With water availability becoming a
significant issue in many countries, the importance of sorghum as
a more drought tolerant crop is increasing. The utilization of forage
sorghum and sweet sorghums for alternative ethanol production
options also remains relevant for the future.
Sunflower remains an important crop in Eastern Europe and Russia.
It is well suited to the climate and soil types, and sunflower oil is
well accepted in that marketplace and throughout Europe.
Sunflower also offers traits such as mono-unsaturated and polyunsaturated fatty acid profiles, which address market demands for
healthy vegetable oils.
We feel it’s a very good fit with the infrastructure we have in place
with our specialty crop division and we’re also looking at potential
synergies for our stevia products. So we thought it was a
tremendous fit, and we were very happy we were able to get this
completed.
What advantages do the SVG genetics have over those in the market
place?
[AS] SV Genetic products have performed very well in its target
markets. In Australia, SV Genetics sorghum hybrids are performing
up to 25% better in yield than some of the main commercial
varieties under both research and farm grown conditions. The
forage sorghums we developed have also been well-accepted in that
market. In Pakistan, SV Genetics sunflowers performed extremely
well in the Government registration trials, but more importantly in
farmers’ fields. In Brazil and Bolivia, SV Genetics products are
proving to be well-adapted under a wide-range of climatic regimes
and soil types. One aspect that SV Genetics research has focused

on is its seed yield of the parental parents. And a large emphasis
has been placed in developing female parents that have a higher
seed yield. We believe this is the best way to lower production costs
and improve margins.
Talk a bit about the SVG business model and what the opportunities
are to grow the business into the future?
[DH] We provide regional and multi-national seed companies with
proprietary germplasm in the form of either complete hybrids or
specific parent products. We then license the proprietary seed
genetics to these regional seed companies and we sell parent seed
to allow local production and distribution into the countries of
choice. The licensees then produce their own hybrid seed using our
genetics and pay us a royalty on the seed produced and sold. As of
today we have licensing agreements with different partners to
provide grain sorghum, forage sorghum and sunflower genetics in
numerous locations throughout the world, including Australia,
Argentina, Brazil, Bolivia, China, Europe, Pakistan, South Africa,
Ukraine, and the USA. We’re also testing additional products through
material testing agreements in about 20 countries, with more than
50 potential commercialization partners.
Talk about the market size and competitive landscape for sorghum
and sunflower?
[DH] We estimate that the forage sorghum markets are around the
$50 million mark globally, and grain sorghum more like $245-$250
million. A little larger for sunflower. Sunflowers in Central & Eastern
Europe and Russia around $900 million--very significant crops in
those regions--and with production in other regions the worldwide
market would probably be around $1 billion to $1.2 billion.
In addition, we believe there are other opportunities to potentially
develop non-GM forage and grain corn products for sale into the
existing S&W channels and also SVG channels.
You just recently signed a new licensing agreement in Eastern
Europe and Russia, can you talk a bit about it?
[DH] Sure. Eastern Europe, in particular Ukraine, and Russia as a
group are the largest sunflower production areas in the world.
Entering this market area is a significant opportunity for us with a
very dynamic and well positioned seed company with significant
distribution. The sunflower varieties are expected to be introduced
into the marketplace for the 2017 production, providing us with a
good presence in a very large market.
What trends are taking place within sorghum and sunflower that will
expand those markets in the future?
[DH] In sunflowers, in the Eastern Europe, Ukraine, and Russia area,
there’s a trend toward herbicide tolerance and genetic resistance
to overcome a very serious threat from a parasitic plant called
Orobanche. SV Genetics has developed sunflower hybrids that
contain natural resistance to the Imidazilone herbicide, which can
be used to control that parasite. We also have some genetic
resistance to Orobanche in our breeding programs. Additionally,
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there’s a trend to producing sunflower hybrids that have a higher
level of oleic acid than traditional varieties. SV Genetics has
developed hybrids with this high oleic trait. And these products are
lower in polyunsaturated fats, which makes them less likely to
become rancid, makes them more stable in higher cooking
temperatures and low in the omega-6 fat.
In sorghum, water use efficiency is becoming a very significant issue
in agricultural markets around the world. Fortunately, sorghum has
a high level of heat and drought tolerance and this makes it wellsuited to expand into these areas where water is becoming limited.
For example, in the Texas Panhandle there’s a significant move away
from corn production to sorghum production as water supplies for
irrigation become limited in that area.
What does the patent profile for the new acquisition look like?
[AS] SV Genetics is not focusing on patentable traits. We believe it
could patent its genetics in the US system but not in the rest of the
world. We feel that our excellent producability of its parents in the
hybrid production process will continue to differentiate SVG in many
ways. This focus alone should offer collaborators a significant
market advantage by developing products that perform well in the
farmers field and in the seed production phase. Hybrid seed that
can be produced at less cost than its competitors is essential in
improving net margins and profitability.
What is your long-term growth strategy within sorghum and sunflower?
[MG] We’re focusing our considerable efforts to pursue additional new
opportunities in the North and South America, and Middle East /
North Africa markets in grain sorghum, as well as increased emphasis
on Sunflower in Europe. We’ll look to extend our growth into these
regions with significant crop rotation capabilities and more of a onestop shop distribution unit operation. We feel it’s a very positive move.
What are the main challenges to entering a new market opportunity?
[MG] There are several. First, Phytosanitary restrictions are
becoming increasingly difficult, as some countries appear to use
these restrictions as non-tariff barriers. There have been recent
efforts at the International Seed Trade level to work towards
harmonization of some of these protocols, but these will not solve
the problem. SV Genetics has established breeding and seed
production activity in Europe and South America to offset, in part,
some of these constraints.

The time that it takes from initial product testing to royalty flow is
also a challenge. This typically takes up to five years – two years of
testing, two years to commercial scale production, and royalty
streams commencing after sales in year five. However, SV Genetics
has several Licensing Agreements that are now at the Commercial
scale production level, and an ongoing supply of products in the
product pipeline for Licensees which should somewhat mitigate this
impact moving forward.
Finding suitable Licensees who wish to embrace a partnership
philosophy can also be a challenge. As SV Genetics has no control
over the sales performance of its Licensees, it has been important
to identify Licensees who have integrity, enthusiasm and a
willingness to aggressively promote the sale of SV Genetics hybrids.
This process takes time, but several of SV Genetics Licensees are
considered to be true partners with strategic value to SV Genetics.
Talk about how you are able to leverage your existing infrastructure
to expand the newly acquired operations?
[DJ] These operations will fold into the existing infrastructure at SGI.
Where are the current operations located?
[DJ] The administration, marketing and production functions of SVG
are based in Queensland, Australia.
The research activities for sorghum and sub-tropical sunflower are
also based in Queensland, Australia while the temperate sunflower
program is located in Hungary in Central Europe.
What does hybrid mean in reference to the sorghum and sunflower
varieties?
[AS] A hybrid is a product that is produced by crossing two or more
genetically distinct parental lines. In both sorghum and sunflower,
a cytoplasmic sterile female line is crossed with a fertile restorer or
male parent to produce the vigorous F1 hybrid.
What is the difference between grain and forage sorghum?
[DH] A grain sorghum is a variety that is grown for the purpose of
harvesting the grain. That grain can be used for livestock feed,
human consumption and even alcohol production. The color of that
grain can either be red or white in color. And the red can vary in
color from dark red to browns to light tan. A forage sorghum is
generally cut before the grain matures, and is used for feeding
animals. It can be either grazed, cut for green feed or used in
various silage style applications. Forage sorghum is bred for high
green matter production. It can also be used for methane
production in the biogas industry.

Because this is a royalty based
model, the gross margins are
comparatively high.
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Over the last few months, there has been a tremendous amount of
M&A activity, from FGI's acquisition of two alfalfa seed traits from
Monsanto, to the much larger potential consolidations. Can you
discuss what you see taking place and where the opportunity is for
S&W to benefit going forward?
[MG] It’s not new for seed companies to purchase traits or to
consolidate and leverage experts to focus in specific crop markets.
Outsourcing is done when one can do it better and/or for less cost,
saving each party the time and money involved in the process by
reducing the costs of companies working on the same trait.
The ability to work with the experts to outsource R&D for specific trait
development for specific crops also reduces costs for everyone
involved and accelerates development of product lines which result
in improved yield, quality and protein that will feed the increased
population. S&W with its large grower and distribution networks is
expected to benefit from these continued consolidations,
collaborations, joint ventures, and various relationships. Improved
R&D strategies will result from these types of combinations. By
increasing our global footprint and expanding the agronomic crop
benefits of our strategic traits that our developed by our breeders,
we expect this will also provide the ability to grow crops around the
world in poor environmental conditions whether due to a weather
event or from soil and water issues. And this should also enhance
and improve these conditions by growing these crops through
reclamation with proper variety selection and enhanced agronomic
management and technologies. The bottom line is that long-term
soils and water table improvements that should allow future
generations the ability to feed the world.
In addition to that, just recently FGI purchased two traits from
Monsanto. I think this provides some validation in the market on
how alfalfa is looked at and the long-term potential that alfalfa can
bring and the macro-trends there are in the protein play in the global
market today. These M&A activities with the large Ag consolidators
should result in a lot of exciting opportunities for a lot of people
including S&W when we look at the potential of maybe spinning
things off or adding additional core product lines. It’s a pretty
exciting time for us.
How many employees will S&W take on from the acquisition and
what sort of additional staffing requirements might you need?
[MG] To start with S&W is not taking on any employees. Dave and
Alan, two of the three SV Genetic Directors are expected to remain
on contract. They’re going to be involved in the business as well as
helping us with our current businesses as consultants and they’re
going to ensure that the proper transition of the business as we go
forward into future years.
It is planned to appoint a Plant Breeder and Technician in 2016 and
Alan is already working into that area. Additional staff will follow on
an as needs basis. And being a royalty-based business, it is
envisaged that the headcount will be extremely low, but will eventually
require a Seed Production Coordinator and a Commercial Manager.

One of the really attractive opportunities that we’re going to be able
to put into place is that some of the really high level foundation
breeder seed-type cleaning will be done at our new Keith facility and
some of the things that Dave and Alan had to do in Queensland will
be transferred over to our South Australian operation. This should
bode well for our specialty crop division and the new facility.
Why hasn’t S&W pursued developing a hybrid alfalfa?
[DG] The short answer is the amount of hybrid vigor exhibited by
alfalfa make the pursuit of hybrid alfalfa unattractive from a business
perspective.
What are the challenges with developing and producing hybrid alfalfa?
[DG] The genetics of alfalfa is more complicated than sunflower or
Sorghum. Its genes reside in a state known as polyploidy, which
makes it impossible to create inbred lines. Without these distinct
inbred lines, pure hybrid cultivars cannot be obtained and the
amount of hybrid vigor is less than other crop species.
Additionally, pollination in alfalfa is difficult compared to other
species. Pollination in hybrid crops requires movement of the pollen
from the male to the female parents in a hybrid seed production
field. In alfalfa pollination is not efficient in a conventional variety
and a hybrid alfalfa becomes exceedingly difficult to achieve
efficient pollination.
Finally, a breeding program must exhibit continuous genetic gain to
remain competitive. S&W has developed a breeding system we feel
is the most effective in the industry and will allow us continued
growth in market share.
Do you anticipate that this will be accretive during fiscal 2017, beyond?
[MS] We’re estimating that this acquisition will be neutral to EPS for
Fiscal Year 17 but we certainly expect it be accretive thereafter.
There is an earn-out associated with the acquisition, can you go into
more details?
[MS] There is an earn-out that is based on the performance of the
acquired business in fiscal years ended June 30, 2018 and 2019.
The earn-out is based on a calculation where, if the net income
target is 100% achieved then the sellers will receive additional
consideration of $2.2 million which is payable in cash or stock at
S&W’s sole discretion. Should the business do less than 60% of the
net income target no earn-out is payable. If it’s between 60% and
150% of the target, the earn-out is proportionately payable up to
$3.3 million which is the upper limit.
Now please note that the net income target for ‘18 and ‘19
combined is $4.2 million. So, any additional earn-out compensation
would be in essence self-funded by the actual earnings of the
business at the time of payment.
I want to point out that we believe that the purchase price of this
deal is attractively priced. If future performance triggers earn-out
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payments, it brings the purchase price multiple down to less than
2x 2018/2019 EBITDA. For a point of reference, our historical deals
with Imperial Valley Seeds, Seed Genetics International and our
most recent acquisition in December of ‘14 with Pioneer, those
deals were priced in the mid-single digits from an EBITDA
perspective so we believe this deal is priced fairly based on 2017
numbers and becomes a bargain deal if the business comes close
to the income thresholds required for an earn-out payment.
What does the margin profile look like for the business?
[MS] This is new for us. Because this is a royalty based model, the
gross margins are comparatively high. In future years, we are
expecting gross margins from the acquired business to be in the
85% to 90% range. And probably more importantly, our EBITDA or
Operating Margins are expected to be in the 55% to 60% range
within the next 2 years. Which we’re really excited about.

Why did the owners of SVG decide to sell at this time?
[MG] I do think Dave and Alan saw an opportunity and advantage
with our young public company and its movements into these types
of crops and the fit with S&W. I think that they saw an opportunity
to leverage off that with the resources. I think they also saw the
potential to grow this business in a lot of different core areas. I think
it was a win-win for everybody.
I’ll ask Dave and Alan if they have any comments on why they
wanted to join us.
[DH] I think from where both of us sit we do see a tremendous fit
with S&W in terms of both complimentary products and
complimentary distribution. And we can just say that we are
extremely excited about this moving forward and looking forward to
working with the team.

How does the licensing model work and how does that differ from
your existing business?
[MS] With the acquisition of SV Genetics, this is our first entrance
into the high margin royalty model. Royalties are collected after
harvest from seed production or sale, and this ultimately should
create a stronger revenue stream for us.
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S&W Seed Company Disclaimer
Statement made by the management team of S&W Seed Company during the course of this interview may contain "forward-looking statements" within
the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended and such
forward-looking statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. "Forward-looking
statements" describe future expectations, plans, results, or strategies and are generally preceded by words such as "may," "future," "plan" or "planned,"
"will" or "should," "expected," "anticipates," "draft," "eventually" or "projected." Listeners are cautioned that such statements are subject to a multitude of
risks and uncertainties that could cause future circumstances, events, or results to differ materially from those projected in the forward-looking statements,
including the risks that actual results may differ materially from those projected in the forward-looking statements as a result of various factors and other
risks identified in the Company's 10-K for the fiscal year ended June 30, 2015, and other filings made by the Company with the Securities and Exchange
Commission.

Lytham Partners, LLC Disclaimer
Lytham Partners, LLC (“Lytham”) provides a range of investor relations services to its clients. The particular services provided vary by client and may
change from time to time. Lytham’s services are designed to increase client companies' exposure to, and awareness by, broker/dealers and other members
of the professional investment community. Lytham is compensated for providing investor relations services by its clients. Lytham’s compensation for providing investor relations services typically includes a monthly fee ranging from $1,500 to $15,000, plus reimbursement of specified expenses, and may
include rights to receive equity securities of the Companies (through options, common stock, warrants, or restricted stock). As of the date of this report,
Lytham does not own any of the company’s securities, however, this is subject to change from time to time in the future without notice. Lytham or any of
its affiliates, members, employees, clients, officers, directors, and/or their respective families may from time to time purchase or sell, or otherwise hold
positions in, securities of the company, and are free to buy or sell those positions at will. Any such positions may be increased or decreased from time to
time in the future without notice. Lytham is not, and does not hold itself out to be, a registered broker-dealer, registered investment adviser or financial
adviser. The information in this report is not to be regarded as investment advice and is only for informative purposes. This report does not constitute an
endorsement of the company. None of the information in this report is intended to be used as a basis for any investment decision, and the information
is subject to change without notice. Before making a purchase or sale of any securities mentioned in this report, Lytham strongly encourages and recommends consultation with a registered securities representative. This report does not constitute an offer to purchase or sell securities, and is not to be construed as a representation of an offer or a solicitation of any offer by Lytham or by the company to purchase or sell any security. Certain information in
this report may contain “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, as well as Regulation FD,
and is taken from materials available to the general public, including the subject company’s filings with the SEC, documents included on the subject company’s website, information provided by the subject company or from other publicly available sources deemed reliable by Lytham. Lytham does not
represent or guarantee the accuracy or completeness of the information. These statements may involve risks and uncertainties that could cause actual
results to differ materially from the forward-looking statements. Factors which could cause or contribute to such differences are detailed in the company’s
public filings with the United States Securities and Exchange Commission, if available. Forward-looking statements speak only as of the date the statement
was made. Neither the Companies not Lytham undertake and specifically disclaims any obligation to update any forward-looking statements. The
company claims the protection of the safe-harbor for forward-looking statements contained in the Reform Act. Any performance data quoted represents
past performance of the company. There is no guarantee of comparable future results; current performance may be higher or lower. The information in
this report is subject to change without notice and Lytham assumes no responsibility to update the information.

