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  By accessing these important customer sales and distribution networks now, and by fi lling much of the manufacturing capability 

gap that has previously existed, ArborGen’s business model has now been signifi cantly advanced, to be a commercial business 

with a well defi ned pipeline of high-value products to bring to market. This should enable it to bring forward value accordingly. In 

this respect, the partners did consider whether the additional cash fl ow that would be generated at ArborGen from the inclusion

of these businesses should be used to reduce our annual partner contributions. However, we have made the decision that it would 

be more value-enhancing to continue our current level of annual fi nancial support, and allow ArborGen to retain and utilise this 

additional cash fl ow to actively develop its advanced next-generation biotech products;

  Gain approval from CTN-Bio (Brazil’s regulatory authority) for ArborGen to proceed with the third full-rotation fi eld trial of its 

improved-pulping eucalyptus product. This is expected to be one of ArborGen’s fi rst “next generation” treestock products to be 

commercialised; 

  Receive permit approval from APHIS (the relevant US regulatory authority), following a full open public comment period, for 

ArborGen to proceed to a full rotation fi eld trial of its cold-tolerant variety of eucalyptus. This permit approval represents a major 

milestone towards the commercialisation of this valuable cold-tolerant product. As well as offering a new source of hardwood

trees for the US South pulp and paper industry, this cold-tolerant variety also offers considerable potential as a renewable

feedstock for cellulosic biofuels;

  Expand further the Testing Service, to the extent that it now encompasses some 4,000 Loblolly pine varieties in test over 42 

distinct geographical sites – by far the most extensive trial database of its type in North America. In addition to ArborGen’s own 

partners, third party participation in the Testing Service now includes notable integrated forestry companies, specialist forestry 

investors (e.g. REITs and TIMOs), and universities;

  Strengthen its intellectual property and patent portfolio. ArborGen now has 44 granted or pending patent families, that include

over 50 individual applications in the US, with a total of 188 granted or pending patents across multiple countries;

  Advance the mass-replication technologies it is employing in its pine programme. As we have previously noted, there is a large 

value prize to be captured by improving mass-replication effi ciencies – i.e. from embryo production right through to the cost of 

“growing out” plants in the nursery. Whilst effi ciency gains will naturally occur as production is geared-up in future periods (with 

volume alone helping to drive down unit costs), there is still much to be gained from both process and technology improvements. 

We will report on this aspect of ArborGen’s activities in greater detail in future Reviews;

  Restructure its business activities, following the acquisition of the partners’ commercial tree operations. The ultimate goals here 

are not only to extract the synergies from operating this now much larger business, but also to ready ArborGen for a stand-alone 

“event” when the time is right. To this end, during the period, ArborGen:

   Established its own US$10 million debt facility, with a US-domestic bank. The purpose of the facility is to fund the working 

capital needs of the newly acquired commercial tree operations;

   Filled key management positions previously outstanding, including the following new appointments:

  –  Vice President Strategy, Business and Product Development, to extract the synergies of integrating the biotech R&D 

programmes with the traditional breeding and varietal product development programmes and to ensure ArborGen can 

deliver a full range of high value new products to lift the value of its customers’ forest estates;



R
u

b
ic

o
n

 A
n

n
u

al
 R

e
vi

e
w

 2
0

0
8

4

  –  General Manager US Commercial Operations, to complete the merger of the acquired US commercial tree operations, and 

to drive the future growth of this business through the sale of new advanced genetic products;

  –  General Manager Australasian operations, to drive the future growth of this southern hemisphere focused business;

  –  Director of Varietal Manufacturing, to oversee the scale-up of ArborGen’s current varietal and future biotech products; and

  –  Director of Public Relations, to ensure ArborGen’s interests are protected in the public arena.

  The business is also actively searching for a CFO, and we hope to report an appointment to this role later in the year; and

   Reviewed the acquired commercial tree operations. This has already seen the consolidation of some of the existing nursery 

activity (with some nursery closure in the US) with resultant cost savings and effi ciency gains. In addition, there is now a 

programmed transfer of people and knowledge across ArborGen’s international business activities, to ensure that best-practice 

initiatives are implemented group-wide and that the needs of ArborGen’s customers are fully met.

 Progress the implementation of its biofuels strategy. This included:

   ArborGen becoming a partner in an international project led by the US Department of Energy’s Joint Genome Institute, which 

will bring together some two dozen institutions world-wide. The project’s goal is to decode the entire genome of eucalyptus 

in order to maximise its potential in the bioenergy marketplace. ArborGen and Rubicon together have provided access to their 

private database of more than 240,000 eucalyptus gene sequences and ArborGen will undertake work to enable functional 

genomics in the model eucalyptus clone that will be the source of the genomic sequences;

   ArborGen being named as a partner in a US Government-funded US$125 million Bioenergy Research Centre. The Centre is

led by the Oak Ridge National Laboratory, with other partners including leading cellulosic ethanol companies Verenium

Corporation and Mascoma. The purpose of the Centre is to provide the transformational science needed for bioenergy 

breakthroughs that will allow the US to meet its objective of making cellulosic ethanol competitive with corn-based ethanol by 

2012, and to advance its objective of reducing the country’s dependence on gasoline by 20% by 2017; and

   The expansion of ArborGen’s product pipeline to include future products with cellulosic biofuels potential. By producing

treestock-products that can generate increased wood supply from less land, ArborGen will be able to assist in increasing 

the supply of wood to meet not only the needs of this new application, but also the needs of existing users that require a

sustainable supply of wood fi bre (for example, pulp and paper producers). Whilst ArborGen has existing products (including 

hardwood and softwood varietals) that can be used in biofuels applications, it is the potential of ArborGen’s next-generation

biotech products that is most exciting. In this respect, it is ArborGen’s existing cold-tolerant eucalyptus product currently being 

fi eld tested in the US, and its newly added fast-growth eucalyptus product, that offer the greatest longer-term potential.

  Shareholders will know that there has been considerable media discussion around biofuels, and in particular the negative 

environmental and societal problems that have emerged from the use of a food crop for energy purposes – the most common 

cited example being that of corn. The criticisms relate to the price impact that this alternative use has had on a staple food product, 

a question-mark around the energy balance of corn-based biofuels, and the full environmental impact.
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Interestingly, it is exactly for these reasons that we believe advanced-generation biofuels produced from cellulose rather than corn

(i.e. cellulosic ethanol) – in particular cellulose from trees – will prove to be the most environmentally economic option for the future. 

The use of trees for the production of cellulosic ethanol brings the following advantages – they: 

   Do not involve the ethical and economic issues that arise from the use of food crops for energy production;

   Do not need to compete with existing land uses – the right varieties can be grown on marginal farmland, where an additional 

economic return can be generated for farmers; 

  Deliver a strongly positive net energy balance (i.e. the ratio of fossil energy in to total energy out); and

   Generate a very favourable carbon footprint – indeed, whilst they are growing to maturity trees are net sequesters of carbon 

(refer chart below showing relative greenhouse gas emissions).

  

Lifecycle Greenhouse Gas Emission Reductions Relative to Gasoline
This chart estimates the reduction in greenhouse gas (GHG) emissions that each alternative fuel delivers by displacing the 

use of gasoline. The GHG emissions for each fuel are calculated from the point of fuel extraction or feedstock growth, through 

production, distribution and combustion. The different effi ciencies of different power trains (e.g. an electric vehicle versus an 

internal combustion engine) are accounted for.

1 From natural gas

2 Assuming average US mix of primary fuels

3 Carbon sequestation in trees and soil can increase this percentage reduction even further

4 Assumes use of marginal land

Source: Argonne National Laboratory; Environmental Protection Agency
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  Much of the current biofuels research and advanced-generation biofuels process development is focused on wood-based feedstocks. 

This can be seen in the map below, which shows, in summary, some 40 pilot or demonstration biofuels projects currently in 

development stages. You can see from the detail that almost one-half of the total is represented by wood-based feedstock plants 

in some form or another.

  In this environment, ArborGen can be positioned to be the preferred supplier of treestocks for use in cellulosic biofuels applications. 

As already noted, its current product pipeline refl ects the huge potential for treestock supply into the biofuels arena.
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Commercially Driven Projects to Convert Lignocellulosic Feedstocks to Biofuels
Some 40 pilot or demonstration projects will resolve many of the technical and economic uncertainties over the next 2-3 years. The 

projects encompass almost all the different process routes and biofuels that have been advocated, and almost half of them will 

utilise wood feedstocks. Specifi cally projects in green italics will use wood as either the sole feedstock or one of several.
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We have been clear in establishing the key immediate deliverables for Tenon as being to:

 Drive short-term earnings performance

 Strengthen its fi nancial ability to withstand adverse market condition movements

 Strategically position it for a future return to mid-cycle conditions. 

Whilst much was achieved in 2008 in this regard, it was certainly not due to any help from macro-economic conditions, which 

deteriorated as Tenon progressed through the 2008 year. A series of ongoing and disappointing data from the much-publicised

decline in the US housing sector, and an annoyingly high and sustained NZ:US exchange rate, acted in concert to create an extremely 

diffi cult operating environment – one which Tenon aptly describes as a “perfect storm” for its day-to-day activities. 

It is pleasing then that despite these conditions Tenon still managed to achieve signifi cant gains in its business activities.

Operationally, 2008 saw Tenon:

  Generate operating earnings of US$16 million. Whilst this result was down on the US$20 million result recorded in the previous 

fi scal year, it needs to be considered in the context of a far less favourable operating environment in 2008 than was experienced

in 2007. In this respect, Tenon’s 2008 result was, in relative terms, a strong one. 

  The EBITDA Reconciliation chart below reconciles Tenon’s earnings result to movements in the key drivers of its business. Whilst 

obviously simplifi ed, the chart is helpful in providing an overview of the changes in Tenon’s operating environment that have 

occurred. As can be seen, the impact of the strengthening NZ:US cross rate – unfortunately something we have no control over 

– was strongly negative to Tenon’s operating earnings performance in 2008, to the extent of US$6 million in earnings foregone.

Whilst we do believe the NZ dollar will begin to retreat in future periods, and signs of this have been seen in the past month,

the strength of the NZ dollar clearly weighed heavily on Tenon’s earnings in 2008. 

  

  The positive conclusion from the chart, however, is that the earnings gains Tenon made from the cost and effi ciency initiatives it 

put in place during the period more than offset the decline it experienced in overall US housing market conditions. So, absent the 

negative movement (i.e. the strengthening) in the NZ:US dollar cross rate in the period, Tenon would actually have reported higher 

operating earnings in 2008 than it achieved in the better operating conditions of 2007.

2008 EBITDA Reconciliation US$m

Source: Tenon Annual Results 2008
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NZD/USD Exchange Rate

Moulding & Better Lumber Pricing US$ mbf

New and Existing Housing

“Big Box” Building Retailers average same store sales % (previous comparable period)

Source: Tenon Annual Results 2008

.85

.80

.75

.70

.65

.60

.55

.50

.45

.40

.35

F
ir
st

 H
al

f 
2

0
0

8
av

e
ra

g
e

 0
.7

5
4

3

S
e

co
n

d
 H

al
f 

2
0

0
8

av
e

ra
g

e
 0

.7
8

3
1

Jun 00 Jun 01 Jun 02 Jun 03 Jun 04 Jun 05 Jun 06 Jun 07 Jun 08

$1,600

$1,400

$1,200

$1,000

$800

$600
Jun 00 Jun 01 Jun 02 Jun 03 Jun 04 Jun 05 Jun 06 Jun 07 Jun 08

F
ir
st

 H
al

f 
2

0
0

8
av

e
ra

g
e

 $
1

,4
0

9

S
e

co
n

d
 H

al
f 

2
0

0
8

av
e

ra
g

e
 $

1
,1

8
9

Housing starts (million p.a.) Existing home inventory (months supply)

million p.a. months supply
2.5

2.0

1.5

1.0

.5

0
Jun 00 Jun 01 Jun 02 Jun 03 Jun 04 Jun 05 Jun 06 Jun 07 Jun 08

12

10

8

6

4

2

0

6

4

2

0

-2

-4

-6

-8

-10
Q1

2006 2007 2008
Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

%



R
u

b
ic

o
n

 A
n

n
u

al
 R

e
vi

e
w

 2
0

0
8

9

 Record net cash from continuing operating activities of US$26 million;

 Reduce its net interest bearing debt and deferred liabilities by US$17 million – down from US$88 million to US$71 million;

 Achieve cost reductions and effi ciency gains of some US$4 million, by:

  Optimising its supply chain to match market demand; 

  Reducing staffi ng levels by over 13%, to approximately 1,200 full time employees; and

  Progressing its One-Company Platform. 

  Maintain capital expenditure (US$3 million in 2008, excluding the acquisition of an increased ownership interest in Southwest 

Moulding) below its annual depreciation charge (US$7 million in 2008), which refl ects the healthy operational-state of Tenon’s 

manufacturing facilities and its low “business-as-usual” capital needs.

Strategically, 2008 saw Tenon:

 Renegotiate its fi nancing arrangements, by:

  Establishing a fi ve-year term loan and revolver bank facility, through a US banking syndicate led by JPMorgan Chase; and

   Entering into a supply chain fi nancing agreement led by Bank of America, which allows Tenon to receive payment for a large

part of its receivables well in advance of normal customer credit payment terms. It is worth noting that this agreement did 

not take effect until following the close of Tenon’s fi nancial year, and accordingly the fi nancial results and statements for 2008

do not include the positive impact of this initiative. This benefi t will be refl ected in the 2009 fi scal year;

 Advance its market and product positioning, through:

  The acquisition of a further 24.5% of its subsidiary Southwest Moulding, for US$8 million, taking Tenon’s holding to 75.5%; 

   Continued execution of its door products and pre-fi nished mouldings programmes. Despite their initial roll-out having been 

affected by the US housing downturn, the establishment of the Armour Wood® and LIFESPAN® brands is now advancing well. 

Armour Wood® is now present in over 200 Lowe’s stores, and Tenon is looking to expand its product range in this category.

As the total outdoor segment is four times the size of Tenon’s traditional mouldings category, there is considerable scope to 

build a strong growth platform around treated wood products for outdoor use – one capable of generating signifi cant future 

earnings and value benefi ts for the Company; and

  The expansion of its full service distribution activities into Canada.

That Tenon has been able to advance its strategic mandate despite the presence of extremely diffi cult market conditions over the

past 18-24 months, is a refl ection of the superior market positioning that it has established over the past 2-3 years. In this respect, the:

 Complete exit from its under-performing American Wood Moulding investment;

 Purchase of 100% of Ornamental Mouldings;

 Increase in its ownership of Southwest Moulding to 75.5%;

 Establishment of the innovative and proprietary Armour Wood® and LIFESPAN® outdoor products;
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 Introduction of the One-Company Platform; and

  Refi nancing of the Tenon group through the new US bank syndicate lending facility and the adoption of the supply chain fi nancing 

proposal from Bank of America

... have all been strategic moves that have considerably advanced Tenon’s business potential.

The chart on the facing page summarises Tenon’s strategic positioning relative to its competitors. It gives an excellent overview of how 

Tenon is structured and where it ranks in market positioning within its key customer segments. You can see that Tenon now clearly 

holds an enviable market position in relation to its preferred product offerings. This strategic positioning should be of signifi cant value 

to Tenon longer term, when the operating environment returns to a more favourable “mid-cycle” setting. Under those conditions, 

which Tenon defi nes as US housing starts of 1.7 million, remodelling demand growth of 2-3% pa, and a NZ:US exchange rate of around 

65 cents, Tenon believes it should be capable of producing operating earnings in the order of US$35 million per annum (excluding 

corporate overhead) – more than twice the 2008 result. That level of earnings implies a Tenon share price some 4-5 times the current 

level – something we are very keen to see occur for shareholders, especially given the impact current industry conditions have had 

on the share price performance of Tenon (and the resultant fl ow-through impact that has had on Rubicon’s own share price) to date.

GOVERNANCE

As we noted in our Interim Review, the ongoing consolidation of Rubicon’s share register was again a notable feature of the year’s 

trading activity. Based on the Substantial Security Holder notices we have received, the fi ve largest Rubicon shareholders now own (in 

aggregate) close to 80% of Rubicon’s issued shares. This concentrated register is largely a refl ection of the nature of the investments 

we now have – particularly ArborGen, where our large US shareholders see a unique asset with huge potential. Of course we do 

still have some 9,000 (largely New Zealand) retail shareholders who remain very important to us – many of whom have been with

Rubicon since its initial listing. We acknowledge the support of all our shareholders.

The consolidation of our register has also seen an increase in the US ownership of the Company, which we now estimate to be 

approaching 85% of our total issued shares. Accordingly, we considered it appropriate that we hold this year’s ASM in New York, 

where the bulk of our US shareholders reside. This required a waiver from the New Zealand Exchange, which was granted in July.

The Meeting date is set down for Friday 5 December 2008, and, as usual, a full Notice of Meeting will be sent to all shareholders

closer to the time. The presentations and speeches at the Meeting will be placed on Rubicon’s website and sent to the NZX, to

ensure that they can be viewed by all of our shareholders, regardless of their location. 

The executive share plan put in place last year operated throughout the period. Under this plan, Rubicon’s executives do not receive 

any base pay for the two-year period to 31 March 2009, and in return the Company issued them shares (at 93 cents per share) 

equivalent to the two years’ net salary foregone. The effect of the plan is to eliminate all executive base pay during the period, with 

a corresponding cash savings being made by the Company. However, the more important impact has been to increase the equity

interest that management now owns in Rubicon, as that is the most direct way of aligning the interests of all stakeholders. The

willingness of our executives to invest in Rubicon shares in this way should indicate the ultimate market potential they see in your 

Company. In this regard, it is worth noting that Rubicon’s Directors and management now hold in aggregate 6.7 million shares, or 

approximately 2.7%, of the Company’s outstanding shares on issue. 
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                     Strategic Positioning

 Segment  Description Products/Services Category 
Market Market

       Share Position

         

Fletcher Wood Solutions

www.fl etcherwoodsolutions.com

Tenon ownership: 100%

Empire Company, Inc

www.empireco.com

Tenon ownership: 100%

Ornamental Mouldings

www.ornamentalmouldings.com

(including Kok’s Woodgoods)

Tenon ownership: 100%

Southwest Moulding Co

www.southwestmoulding.com

Tenon ownership: 75.5%

•  Armour Wood ®/

LIFESPAN ®

• Global Procurement

• Fletcher Boards

• Fletcher Lumber

• Fletcher Mouldings

• Logistical Expertise

• Inventory Management

•  Extensive Moulding 

Selection

•  Industry Leading Vendor 

Managed Inventory 

Capabilities

• Stair Parts

• Door Components

• Boards

• Cornices

• Chair Rails

• Baseboards

• Casings & Accessories

•  Decorative & Cabinetry 

Mouldings

• Ornamentals & Corbels

• Mantels

• Cabinet Accessories

•  Extensive Moulding 

Selection

• Stair Parts

Manufacturing and 

wholesale distribution of 

a whole range of moulding, 

millwork and industrial 

products.

One of the largest total 

end-to-end supply chain 

management companies 

in the United States.

Ornamental Mouldings is 

a leader in the design and 

manufacture of solid wood 

decorative mouldings 

and accessories. Specialises 

in embossed and dentil 

patterns.

Operates a market leading 

regional total end-to-end 

supply chain management 

business along with a 

manufacturing division.

Primary channels of 

distribution consist of 

building materials dealers, 

millwork shops, and home 

centres.

Call/put option

 

Imported Clears             7%

(includes FJ)

 Imported Solid           ~20%

Appearance

 Interior        <10%

Mouldings

 Lowe’s           55%

Mouldings

 

Hardwood             6%

Mouldings

 Big Box            39%

Decorative       

Mouldings

 

2-Step            35%

Distribution

(Texas)

 Stair Parts            50%

(Texas)

Top Five

     #2

Top Three

     #1

Top Five

     #1

Top Three

     #1
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As you know, we have a target shareholder return (i.e. share price appreciation) of 17% per annum over the life of the Company.  

Clearly we did not generate a 17% return in 2008, due largely to the turmoil surrounding the US housing market and global credit 

availability. These factors took their toll on equity markets and leading stocks worldwide – and Rubicon and the NZX index were no 

exceptions, with both recording negative returns across the period. Rubicon’s exposure to the US housing sector (through Tenon) was 

not conducive to strong share price performance in the period, and neither was the impact of the NZX index re-weighting of Rubicon 

shares under its contentious liquidity rules. However, despite these negative factors, RBC shares still outperformed the NZX50 index 

across the 2008 year by some considerable margin, and if this analysis is extended over a longer period – say, from Rubicon’s original 

listing on the NZX up until the end of fi scal 2008 – we have generated a return of 14% per annum (on a US functional currency basis), 

almost twice that of the NZX50 index, despite extremely diffi cult global equity and credit market conditions.  

Our desire is to achieve and exceed our target return for shareholders in future periods. To this end, in March this year long-term 

incentive plans were put in place for both management and the Board. The terms of these plans are detailed in the Remuneration 

section of our 2008 Statutory Report, but in summary they provide for a one-time incentive payment to be made (in three years’

time, or earlier if both Tenon and ArborGen have been brought to value-conclusions for Rubicon’s shareholders prior to three years) 

upon the Company meeting or exceeding a minimum 20% per annum share price appreciation hurdle off a base share price of

87 cents – the share price prevailing at the time the plans were put in place. Accordingly, shareholders should be comfortable that

Board and management are highly incentivised to meet our target shareholder return over the life of the Company. 

FINANCIAL

The Company’s primary fi nancial statements are included in this Review. As Rubicon’s functional currency is the US dollar, our fi nancial statements 

generally refer to US dollars unless stated otherwise. All numbers are rounded to the nearest US$1 million. As Rubicon has majority control and 

ownership (57.8%) of Tenon, International Financial Reporting Standards require Tenon’s Income, Cash Flows and Balance Sheet fi nancial statements

to be consolidated into Rubicon’s. This is the basis upon which our fi nancial statements are presented in this Review.

At balance date our consolidated net debt (including deferred liabilities) was US$71 million. This amount comprises only Tenon’s debt,

as at balance date Rubicon Limited had no net interest bearing debt on its balance sheet. The US$71 million fi gure also includes a

deferred settlement obligation of US$9 million relating to the potential future acquisition of the remaining 24.5% minority interest 

in Southwest Moulding under an existing put:call arrangement between Tenon and the Southwest Moulding minority shareholders. 

Pleasingly, Tenon’s net debt position reduced during the period by US$17 million – a refl ection of its relatively strong cash fl ow 

generation. On a consolidated basis, Tenon’s reduction in net debt was partially offset by Rubicon’s own cash expenditure of

US$11 million in the period. This expenditure refl ected our acquisition of the 50% interest in Horizon2 we did not own in order to

enable us to contribute that business into ArborGen as part of the partners’ commercial tree operation acquisition (refer ArborGen 

discussion on page 2 of this Review) and our annual partner contributions to the ongoing operation of ArborGen.

As previously noted, in July, Tenon signed a new fi ve-year bank fi nancing agreement, with a syndicate led by JPMorgan Chase. This 

agreement, which refi nances the Tenon group, comprises a US$80 million term loan and revolver facility. In addition, Tenon also 

entered into a supply chain fi nancing agreement led by Bank of America, which will allow Tenon to receive payment for a large part 

of its receivables well in advance of normal customer credit payment terms. This agreement did not take effect until following the 

close of the 2008 fi nancial year, and accordingly the fi nancial results and statements for 2008 do not include the positive impact 
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of this initiative. This benefi t will, however, be refl ected in the 2009 fi scal year. In April, Rubicon itself established a US$10 million

NZ-domestic bank facility for its day-to-day fi nancing needs. As noted above, as at balance date this facility remained undrawn. 

In terms of earnings, the chart below gives a “snap shot” view of our consolidated operating earnings performance (i.e. earnings 

before interest, tax, depreciation and amortisations – commonly called EBITDA) for the 2008 fi scal year, and compares it with the 

corresponding comparative period. 

 Summary Operating Earnings1 (US$m) 

    2008 2007

 Tenon  16 20

 Tree Biotechnology2 (2) (3)

 Corporate3 (2) (2)

 Total  12 15

  1 EBITDA

  2 Includes the operations of ArborGen and Horizon2 (up until Horizon2’s sale to ArborGen on 1 Nov 2007)

  3 Before the inclusion of interest income

Due largely to a decline in Tenon’s reported earnings (as discussed above), and to the impact of the transaction and restructuring

costs associated with ArborGen’s US$60 million acquisition of its commercial tree operations, Rubicon reported a US$1 million

bottom-line loss, compared with a gain of a similar amount in 2007. It should also be noted that the 2008 result was after the

expensing of US$2 million relating to the annual research-related activities at ArborGen and Horizon2. In addition, our equity earnings 

from ArborGen do not refl ect the ongoing positive impact that will come from the newly acquired commercial tree operations, as they 

were only owned, and accounted, for part of the period under review, with the earnings for that limited period of time being offset

by commercial costs incurred in 2008 relating to their restructuring and integration into ArborGen’s existing operations. These costs 

will not be present in future periods. 

More generally, and as we have discussed in previous Reviews, an earnings analysis does not show the full value picture for Rubicon, 

as ArborGen is still a developing business and its true value is not captured in its current earnings contribution – in time, with the 

introduction of ArborGen’s next-generation biotech products into the market, it will be. 
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OUTLOOK

Tenon

The operating environment in the second half of fi scal 2008 was weak for Tenon. Traditionally, the second half of the fi scal year 

represents stronger months for its earnings, as the business is seasonally weighted to the North American spring and summer 

building months. However, this did not hold true in 2008, as a longer winter and late spring arrival in the US negated the normal spring 

lift conditions we would have expected, and worked to exacerbate the declining housing market environment Tenon experienced

in the second half. 

The four charts on page 8 show the recent path of the key drivers for Tenon’s business. You can see that these drivers have been 

volatile for some time now, and that Tenon’s operating earnings sensitivity to changes in these drivers is very large. This all goes to 

make forecasting Tenon’s future earnings performance a very diffi cult exercise.

In the immediate term – i.e. over the 2009 fi scal year – Tenon sees its operating environment being a continuation of the market 

conditions that prevailed in the second half of fi scal 2008. This means that absent any material movement in one of the “uncontrollable” 

factors in its favour – for example a sustained weakening in the NZ:US exchange rate, which could signifi cantly change in a positive way 

the earnings outcome –  market conditions are likely to dictate a 2009 operating earnings result for Tenon below that of 2008. 

In the current environment, the immediate agenda for Tenon remains unchanged from that which we reported to you in our Interim 

Review. In summary, the focus will be on those aspects of Tenon’s activities that can infl uence earnings performance in the short 

term and strengthen its fi nancial ability to withstand adverse market movements. It will also be working to maximise specialty-sales 

opportunities, further reduce delivered cost, manage working capital and extract synergies across the entire Tenon group. In this 

regard, the continued progress of the One-Company Platform is critical, and Tenon is on track to achieve its goal of US$5 million of 

annualised savings from this programme over the next two years. Similarly, the introduction of the Bank of America supply chain 

fi nancing proposal (following the 2008 fi scal year end) should signifi cantly reduce its debt balance going forward – on average, by 

some US$17-20 million. 

Whilst the immediate operating environment will remain challenging, if Tenon can meet its short-term objectives as discussed

above, and continue to ensure that it is positioned as the leading specialty player in its chosen categories, then it should be well 

placed to take advantage of any broad market recovery as it occurs. Value increment, and share price gains, should follow accordingly.

ArborGen

As we noted in our Interim Review, ArborGen’s pendulum of activity has shifted considerably over time, from ArborGen initially being

a research operation to the focus now being on it becoming a completely stand-alone commercial enterprise of global scale.

Accordingly, the milestones we are now setting for this business are geared to the swift commercialisation of the extensive

intellectual property portfolio that ArborGen has created over the past seven years. 

So, in essence, the agenda for ArborGen remains as we outlined to shareholders in February – i.e. to:

 Move ArborGen’s next-generation biotech products through the US and Brazilian regulatory processes;

 Expand the reach of its products, to encompass the potentially large and valuable biofuels market;
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 Successfully integrate and extract synergies from its newly acquired commercial tree operations;

 Strengthen access to, and relationships with, key customers – particularly for ArborGen’s future biotech products;

  Advance its current mass-replication technologies, to signifi cantly increase effi ciencies and lower costs, in line with current 

commercial scale-up targets; and

  Ensure ArborGen is, when the time is appropriate, in a position to move to “stand-alone” status, quite separate from its partners 

both in terms of funding and management.

We will report more on these goals as we progress through 2009.

Overall

At Tenon, the focus must now be on running the business hard to maximise near-term earnings and cash fl ow and strengthen 

its fi nancial position, whilst simultaneously positioning it to be “the” leading specialty player when the cycle turns upwards. At

ArborGen, it remains on meeting the key milestones to commercialisation necessary to allow us to convert its considerable promise 

into tangible value. We repeat our belief that these goals are all very achievable, and that the ultimate value-prize in both these 

businesses will be realised for Rubicon’s shareholders.

Thank you for your support in 2008. We will keep shareholders up to date on the Company’s progress as we proceed through 2009, 

and we look forward to our next update at our Annual Shareholders’ Meeting later in the calendar year.

Stephen Kasnet Luke Moriarty

Chairman Chief Executive Offi cer

29 August 2008
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Rubicon Limited and Subsidiaries 

Consolidated Income Statement
For the year ended 30 June 2008

  RUBICON GROUP

     Year ended Year ended Year ended
      June 2008 June 2008 June 2007
     NZ$m US$m US$m

Revenue     496 377 394

 Cost of sales    (358) (272) (292)

 Gross earnings    138 105 102
 Earnings from associates   (2) (2) (3)

 Distribution expense    (104) (79) (74)

Administration expense   (25) (19) (17)

Operating earnings before fi nancing costs  7 5 8

Financial income    – – 1

Financial expense    (8) (6) (7)

Earnings before taxation   (1) (1) 2
Income tax expense    – – (1)

Net Earnings    (1) (1) 1

Attributable to:
    Equity holders of the parent  (2) (2) (1)

    Minority interest    1 1 2

Net Earnings    (1) (1) 1

Earnings before interest, depreciation and amortisations (EBITDA)  16 12 15

Depreciation    (9) (7) (7)

Operating Earnings before fi nancing costs  7 5 8

Basic/diluted earnings per share information (cents per share):   (0.8) (0.4)

 Weighted average number of shares outstanding (millions of shares)   249 249
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Rubicon Limited and Subsidiaries 

Statement of Changes in Equity
For the year ended 30 June 2008

  RUBICON GROUP

     Year ended Year ended Year ended
      June 2008 June 2008 June 2007
      NZ$m US$m US$m

Net earnings attributable to:

 Rubicon shareholders    (2) (2) (1)

 Minority shareholders    1 1 2

Net earnings     (1) (1) 1

Translation differences attributable to:

 Rubicon shareholders    (1) (1) 4

 Minority shareholders    – – 1

Revaluation reserve on acquisition    

 Rubicon shareholders    – – 1

Hedge reserve    

 Rubicon shareholders    1 1 –

Total recognised revenue and expenses  (1) (1) 7
Total recognised revenue and expenses attributed to:

 Rubicon shareholders    (2) (2) 4

 Minority shareholders    1 1 3

Movement in Rubicon shareholders’ equity:

 Issue of shares     – – 1 

 Share buyback by Rubicon   – – (3)

Movement in minority shareholders’ equity relating to:

 Share buyback by Tenon    – – (1)

Total movement in shareholder equity  (1) (1) 4
Movement in:

 Rubicon shareholders’ equity  (2) (2) 2

 Minority shareholders’ equity  1 1 2

Opening equity attributable to:

 Rubicon shareholders    191 146 144

 Minority shareholders    73 55 53

Opening total Group equity    264 201 197

Closing equity attributable to:

 Rubicon shareholders    189 144 146

 Minority shareholders    74 56 55

Closing Total Group Equity   263 200 201
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Rubicon Limited and Subsidiaries 

Consolidated Statement of Cash Flows
For the year ended 30 June 2008

  RUBICON GROUP

     Year ended Year ended Year ended
      June 2008 June 2008 June 2007
     NZ$m US$m US$m

Cash provided from operating activities

 Receipts from customers  496 377 396

Cash provided from operating activities  496 377 396

 Payments to suppliers, employees and other  (464) (353) (383)

 Income tax received/(paid)  1 1 (4)

Cash (used in) operating activities  (463) (352) (387)

Net cash from operating activities  33 25 9
 Sale of investments     – – 5

 Investment in fi xed assets  (4) (3) (4)

 Investment in associates   (13) (10) (5)

 Investment in subsidiaries  – – (20)

 Cash in subsidiaries acquired  – – 3

 Settlement of deferred liability  (11) (8) –

Net cash from (used in) investing activities  (28) (21) (21)
 Debt drawdowns     113 86 50

 Interest received     – – 1

 Debt repayment     (127) (97) (37)

 Interest paid     (7) (5) (5)

 Issue of shares     – – 1

 Capital return by way of buyback    

  To Tenon minority shareholders  – – (1)

  To Rubicon shareholders  – – (3)

Net cash from (used in) fi nancing activities  (21) (16) 6
Net cash used in discontinued operations  – – (1)

Net movement in cash    (16) (12) (7)
 Opening cash, liquid deposits and overdrafts  17 13 20

Closing Cash, Liquid Deposits and Overdrafts  1 1 13

Net earnings/(defi cit) from continuing operations  (1) (1) 1

 Add back net fi nancing expense  8 6 6

Adjustment for items not involving cash

 Depreciation     9 7 7

 Taxation     1 1 (3)

 Earnings from associates  2 2 3

Cash fl ow from operations before net working capital movement  19 15 14

 Trade and other receivables  3 2 (3)

 Inventory     11 8 5

 Trade and other payables   – – (7)

Net working capital movement  14 10 (5)

Net Cash from Operating Activities  33 25 9
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  RUBICON GROUP

     June 2008 June 2008 June 2007
     NZ$m US$m US$m

Current assets
Cash and liquid deposits   1 1 14

Trade and other receivables   69 52 54

Inventory     83 63 71

Current taxation asset    – – 2

Total current assets    153 116 141
Current liabilities
Bank overdraft    – – (1)

Trade and other payables   (37) (28) (28)

Current debt    (5) (4) (74)

Deferred settlement    (12) (9) (16)

Current liabilities – discontinued operations  (1) (1) (1)

Total current liabilities   (55) (42) (120)
Non current assets
Fixed assets    55 42 46

Investments in associates   66 50 42

Non current assets held for sale  1 1 –

Goodwill     112 85 85

Deferred taxation asset   9 7 7

Total non current assets   243 185 180
Term liabilities
Term debt    (78) (59) –

Total term liabilities    (78) (59) –

Net Assets    263 200 201 

Equity
Share capital    196 149 149

Reserves     (7) (5) (3)

Equity attributable to Rubicon shareholders  189 144 146
Equity attributable to minority shareholders  74 56 55

Total Group Equity    263 200 201

Net Asset Backing     US 58 cps US 59 cps

Stephen Kasnet Luke Moriarty Mark Taylor

Chairman Chief Executive Offi cer Chief Financial Offi cer

29 August 2008

Rubicon Limited and Subsidiaries 

Consolidated Balance Sheet
As at 30 June 2008
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BASIS OF PRESENTATION
The summary fi nancial statements presented are for the year to 30 June 2008 (with the comparative period being the year ended 

30 June 2007) and are those of Rubicon Limited and its subsidiaries (the Rubicon Group). They have been prepared in accordance 

with New Zealand Financial Reporting Standard No 43 (Summary Financial Statements). They have been extracted from the full 

fi nancial statements that have been prepared in accordance with New Zealand standards that comply with International Financial 

Reporting Standards. The full fi nancial statements, signed on 29 August 2008, have been audited by KPMG and given an unqualifi ed 

opinion. The Group is a profi t-orientated entity. For a complete understanding of the affairs of the Group, the full fi nancial statements 

can be found at www.rubicon-nz.com.

The consolidated fi nancial statements are expressed in Rubicon’s functional currency, US$. The amounts pertaining to the most 

recent fi nancial period are translated to New Zealand dollars as supplemental information presented solely for convenience and 

converted from US$ (as a matter of arithmetical computation only) at the closing rate on 30 June 2008 of NZ$1.00:US$0.7605.

SUBSTANTIAL SECURITY HOLDERS
According to notices given to the Company under the Securities Markets Act 1988, as at 8 September 2008 the following were 

substantial security holders in the Company. The number of shares and percentages shown below are as last advised to Rubicon 

by the substantial security holder and may not be their current holding, however under the Act they must be within 1% of their 

current shareholding.

Substantial security holder  Number of  % of issued  Date of notice
  voting   Rubicon
 securities securities

Perry Corporation  55,276,862 19.81 28 January 2003 

David Knott* 48,380,636 19.42 24 July 2008

Third Avenue Management LLC  46,998,996 18.84 21 September 2006

Citigroup Global Markets New Zealand Pty Limited 33,131,421 13.30 8 May 2007

Castlerigg Master Investments Limited 35,118,461 13.27 9 March 2006

Cadian Capital Management LLC 15,618,132 6.27 24 January 2008

* The following substantial security holder notices have been received relating to securities to which Mr Knott has disclosed he holds 

a relevant interest:

Dorset Management Corporation 45,934,136 18.43 24 July 2008

Knott Partners Offshore Master Fund, L.P. 17,569,903 7.05 14 January 2008 

Knott Partners, L.P. 16,083,700 6.46 24 July 2008

The total number of issued voting securities at 8 September 2008 was 249,186,699.

Rubicon Limited and Subsidiaries 

Notes to the Consolidated Financial Statements
For the year ended 30 June 2008
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BOARD OF DIRECTORS

Stephen Kasnet
Director and Chairman

BA University of Pennsylvania (Philadelphia) 

Steve is presently President and CEO of Raymond Property 

Company and Dartmouth Street Company, which are real estate 

companies engaged in the acquisition, development, renovation, 

ownership and management of residential and commercial real 

estate in the Boston area.

Steve was previously President and CEO of Harbor Global 

Company Limited, which maintained the largest real estate 

investment fund in Russia and owned and managed one 

of Russia’s leading asset management and mutual fund 

complexes. Prior to this Steve was Executive Vice President 

of the Pioneer Group Inc in the US. He is Chairman of Directors 

of Columbia Labs, Inc, Trustee of Governors Academy and 

Stratleade Inc and a Director of Tenon Limited and First National 

Bank of Ipswich. 

Hugh Fletcher
Director 

MBA Stanford University; MCom (Hons), BSc University of 

Auckland 

Hugh is Chairman of IAG (New Zealand) Holdings Limited and 

IAG (New Zealand) Limited and a Director of The Reserve Bank 

of New Zealand, Fletcher Building Limited, Vector Limited and 

Insurance Australia Group Limited. 

He is also Chancellor of The University of Auckland, a Trustee of 

The University of Auckland Foundation and of the Dilworth Trust, 

and a member of the Asia Pacifi c Committee of the Trilateral 

Commission and the New Zealand Advisory Board of L.E.K. 

Consulting. 

Hugh has broad pastoral farming interests. His executive 

experience includes six years as Managing Director and Chief 

Operating Offi cer of Fletcher Challenge Limited, before he 

became CEO from 1987–1997. 

William Hasler
Director 

MBA Harvard; BA Pomona College (California), CPA

Bill is a former Vice Chairman and Board Director of KPMG, 

a position he held from 1984–1991 after being responsible 

for KPMG’s western US operations from 1984–1986, and 

subsequently heading their worldwide management consulting 

practice from 1986–1991. 

Upon leaving KPMG, Bill became Dean and Departmental Chair 

of the Haas School of Business at the University of California in 

Berkeley. He held this position from 1991–1998, and continues 

today as Dean Emeritus. 

In addition, Bill is a Director of Ditech Networks, Genitope 

Corporation, Harris Stratex Networks, TOUSA, Mission West 

Properties Inc and BoardVantage and is a Trustee of Schwab 

Funds. He is also a consultant to, and investor in, several private 

technology companies. 

Luke Moriarty
Chief Executive Offi cer 

MS Stanford University; LLB (Hons) and BCA Victoria University 

Luke is a Director and the CEO of Rubicon. He is also Chairman 

of Tenon Limited, and a Director of The Empire Company Inc 

and ArborGen LLC. Luke has a strong background in business 

and commercial transactions, both in New Zealand and North 

America. His fi nancial experience has included extensive 

international business valuation, acquisition, divestment and 

joint venture analysis and negotiation, and structuring and 

execution in multi-billion dollar transactions – ranging from 

minority buyouts to trade sales and IPOs. 

He spent several years in North America, and while there led 

the fi nancial restructuring of Fletcher Challenge Canada, through 

the sale of TimberWest Forests and Blandin Paper Company. 

He joined the Fletcher Challenge Executive Offi ce in 1999, and 

in 2000 was instrumental in the structuring of the fi nancial 

separation of the Fletcher Challenge Group, including the 

formation of Rubicon in 2001.  
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