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RiceBran Technologies  
(NASDAQ: RIBT, Target Price: $11.07) 
We initiate coverage on RiceBran Technologies (“RIBT”) with a price target 
of $11.07 per share. RIBT is a human food ingredient and animal nutrition 
company engaged in the processing and marketing of healthy, natural, and 
nutrient dense products that are derived from rice bran. RIBT’s patents and 
trade secrets make it the top commercially viable producer of the product 
for domestic human consumption. RIBT’s products are sold into an ever-
increasing variety of products with very robust demand growth. RIBT is 
benefitting from changing trends in dietary concerns and an increased level 
of health awareness and demand for functional food products in the U.S. 
and worldwide. RIBT is having a difficult time merely keeping up with the 
demand for some of its products. With a recently completed capacity 
expansion in Brazil and an acquisition of a key commercial partner in the 
U.S., RIBT is poised for significant growth in the next 12-24 months.  
 

INVESTMENT HIGHLIGHTS 
Rapidly growing market for RIBT products  
There are differing opinions as to the size of the global gluten-free market, 
with global market research firms such as Mintel estimating $10.5bn in U.S. 
sales in 2013 (growing to $15.6bn in 2016) and Marketsandmarkets 
estimating that the global gluten-free product market will reach $6.2bn by 
2018, growing at a CAGR of 10.2%.	  Regardless of your definition of the 
market, all signs point to continued growth in the U.S. and around the world. 
RIBT has numerous products which are used by food manufacturers to 
create gluten-free products (pasta, baked goods, pizza dough, cereals, 
etc.). Based on recent research from leading business research and 
consultancy firm RNCOS, the U.S. nutraceutical and functional food (“NFF”) 
market is expected to grow at a 5% CAGR from 2013-2018, reaching $75bn 
by 2018E. Transparency Market Research has also reported on the NFF 
market, and in its most recent report, the firm predicts that the global market 
for NFF products will reach $205bn by 2017, with a 6.3% CAGR from 2013-
2017. RIBT Stage II products are also sold into the functional food segment, 
and are used in protein beverages, energy bars, meal replacement 
products and a host of other healthy and natural products.   
 

Capacity expansion in Brazil complete, Montana expansion underway 
RIBT has just completed a significant capacity expansion at its Irgovel 
facility in Pelotas, Brazil. Production capacity was increased 50%, to 
approximately 9000 tons/month of raw rice bran processing capacity. RIBT 
has also announced a capacity expansion project at its Dillon, Montana 
Stage II processing facility. Stage II products carry significantly higher 
margins for RIBT, as they require more proprietary processing and are sold 
into items which tend to carry a higher price point than RIBT’s animal 
nutrition and human food ingredient businesses.  
 

H&N acquisition increases higher margin sales, increasing capacity 
In January 2014, RIBT completed the acquisition of H&N Distribution Inc., 
an Irving, Texas based company (“H&N”) which has a blending and co-
packaging facility in Irving, Texas, where it manufactures products for the 
human nutrition market. H&N, which specializes in filling and packaging 
healthy and natural products for NFF brand owners, has been a commercial 
partner of RIBT since 2010. The acquisition, and subsequently announced 
project to double production capacity at H&N, should yield significantly 
increased revenues in the sales of RIBT’s Stage II products, a very 
attractive avenue of growth for the company. 
 

Initiate coverage with a price target of $11.07 
Our analysis indicates a fair value estimate of $11.07 per share (detailed on 
page 10), implying an upside of 162% from the recent price of $4.22. We 
view RIBT as a speculative investment in the diversified food space. RIBT 
should have ample opportunity to place its proprietary products into more 
and more high-growth, high-margin food products in the coming years.  

Stock Details (04/28/2014) 

NASDAQ: RIBT 

Sector / Industry Consumer Goods / Food - Diversified 

Price target  $11.07  

Recent share price $4.22 

Shares o/s (mn) 3.0 

Market cap (in $mn) 12.8 

52-week high/low $16.00 / 3.56 

Source: Bloomberg, SeeThruEquity Research 

 

Key Financials ($mn unless specified) 

  FY12 FY13 FY14E 

Revenues 37.7  35.1  55.0  

EBITDA (4.1) (5.9) 3.1  

EBIT (8.7) (10.0) (1.3) 

Net income (9.5) (15.0) (9.5) 

EPS ($) (9.29) (12.95) (3.17) 

Source: SeeThruEquity Research 

 

Key Ratios 

  FY12 FY13 FY14E 

Gross margin (%) 16.1 11.3 25.0 

Operating margin (%) (23.0) (28.4) (2.3) 

EBITDA margin (%) (10.8) (16.9) 5.5  

Net margin (%) (25.2) (42.9) (17.3) 

P/Revenue (x) 0.3  0.4  0.2  

EV/EBITDA (x) (6.6) (4.5) 8.8  

EV/Revenue (x) 0.7 0.8 0.5 

Source: SeeThruEquity Research 

 

 

Share Price Performance ($, LTM) 

 

Source: Bloomberg 
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SUMMARY TABLE 
Figure 1. Summary Table (As of April 28, 2014) 

Share data   B/S data (As of 4Q13) Key personnel:  
Recent price: $4.22  Total assets: 44.6mn Chief Executive Officer: W. John Short 

Price target: $11.07  Total debt: 19.2mn Chief Financial Officer: J. Dale Belt 

52-week range: 16.00 / 3.56 Equity: 13.0mn SVP – Sales & Bus Dev.: Robert Smith, PhD 

Average volume:* 33,311 W/C: (5.4mn) SVP – Contract 
Manufacturing: Mark McKnight 

Market cap: $12.8mn ROE '13: -69%   

Book value/share**: $4.34  ROA '13: -20%   

Cash/share**: $1.70  Current ratio: 0.7     

Dividend yield: 0.00% Asset turnover: 0.7     

Risk profile: High / Speculative Debt/Cap: 0.6      

* three month average volume (number of shares)  **based off of 3mn shares outstanding as of March 31, 2014 

  Estimates   Valuation  
FY December Rev ($mn) EBITDA ($mn) EPS ($) P/Rev (x) EV/Rev (x) P/E (x) 
2011A 37.0  (4.6) (0.05) 0.3x 0.7x NM 

2012A 37.7  (4.1) (9.29) 0.3x 0.7x NM 

2013A 35.1  (5.9) (12.95) 0.1x 0.2x NM 

1Q14E 8.0  (1.2) (1.50) 0.4x 0.8x NM 

2Q14E 14.0  0.5  (0.90) 0.2x 0.5x NM 

3Q14E 15.0  1.2  (0.67) 0.2x 0.4x NM 

4Q14E 18.0  2.4  (0.24) 0.7x 0.4x NM 

2014E 55.0  3.1  (3.17) 0.2x 0.5x NM 

2015E 75.0  10.3  0.97  0.2x 0.4x 4.4x 

Source: SeeThruEquity Research 

INVESTMENT THESIS 

RiceBran Technologies (“RIBT”), a human food ingredient and animal nutrition company, is engaged in the 
processing and marketing of healthy, natural, and nutrient dense products that are derived from rice bran. 
RIBT was incorporated in 1998 and operated under the corporate name “NutraCea” from October 2005 until 
October 2012. During the 2005-2007 time period, RIBT began expanding away from its core business of 
selling rice bran derivative products and ultimately the company faltered. In July 2009, RIBT brought in 
current CEO W. John Short. RIBT filed for Chapter 11 bankruptcy in November 2009, and exited Chapter 11 
proceedings in November 2010, under an amended plan of reorganization. In January 2012, RIBT made the 
final payments to its unsecured creditors under the amended plan of reorganization. All creditors under the 
amended plan were paid all amounts due to them, including interest. In October 2012, the company 
renamed the business to RiceBran Technologies to better reflect the corporate focus going forward and also 
replaced the legacy Board of Directors.  
 
RIBT operates as two segments, USA and Brazil. The USA segment produces stabilized rice bran inside 
two supplier rice mills in California and one owned facility in Louisiana. The USA segment also includes the 
Dillon, Montana Stage II facility.	   RIBT leases a facility in West Sacramento, California that houses a 
laboratory, warehouse and production facilities. The Brazil segment consists of the consolidated operations 
of subsidiary Nutra SA, whose only operating subsidiary is Irgovel, located in Pelotas, Brazil. Irgovel 
manufactures rice bran oil and defatted rice bran products for both the human ingredient and animal nutrition 
markets in Brazil and internationally.	   
 
RIBT sells its products into rapidly growing end-user markets, including gluten-free food products and 
nutraceutical and functional foods. With a high-quality, proprietary line of products, increasing high margin 
sales, increased capacity in place and an additional capacity expansion project soon to commence, we view 
RIBT as a very attractive investment opportunity. We expect to see significantly improved operating results 
over the next 12-18 months at RIBT. 



	   	  

 © 2011-2014 SeeThruEquity, LLC. Important disclosures appear at the back of this report. 3 | P a g e  

RiceBran Technologies 

Equity | Consumer Goods / Food - Diversified  

May 5, 2014 

Rice and rice bran 
 

Rice is the staple food of over half the world's population. It is the predominant dietary energy source for 17 
countries in Asia and the Pacific, 9 countries in North and South America and 8 countries in Africa. 
According to the Food and Agricultural Organization of the United Nations (“FAO”), rougly 719 million metric 
tons of rice was produced globally in 2012, making it the grain with the second-highest worldwide 
production, after corn. Being that a large portion of corn crops are grown for other purposes than human 
consumption, rice is the most important grain with regard to human nutrition and caloric intake, providing 
more than one fifth of the calories consumed worldwide by humans. Additionally, rice is the only major global 
cereal grain which has zero genetically modified (GMO) production. 

Rice bran is a byproduct of the rice milling process, which is the 
conversion of brown rice to white rice. After harvested rice kernels are 
stored and dried, the rice kernel enters the first stage of milling, also 
called paddy husking. In this stage, a paddy separator uses a 
reciprocating motion to separate normal brown rice kernels (caryopsis) 
from unhusked kernels, which are returned to the paddy husker. In the 
second stage of milling, the outer brown layers of bran are removed 
from the inner white starch endosperm by an abrasive or frictional 
milling process which produces a milled, white rice kernel. Raw rice 
bran collected from the milling process is composed of rice germ and 
several sub-layers (pericarp, testa, nucellus and aleurone) surrounding 
the white starchy endosperm. Commercial rice bran and rice germ, an 
especially nutrient rich material, make up approximately 8-10% of 
commercial rice bran by weight. When bran is removed from grains, 
the grains lose a portion of their nutritional value, as bran is particularly 
rich in dietary fiber and essential fatty acids, and it contains significant 
quantities of starch, protein and insoluable dietary fiber.  

Historically, preserving rice bran for general consumption has not been feasible, and approximately 60 
million metric tons of it is either thrown away or used for low-level animal feed each year. With traditional 
milling methods, as brown rice is milled into white rice, the oils present in raw rice bran come into contact 
with native lipase enzymes that are naturally present in the rice kernel. These lipase enzymes initiate a rapid 
enzymatic hydrolysis of the oil, converting oils (triglycerides) into monoglycerides, diglycerides and free fatty 
acids (“FFA”). As the FFA content builds in raw rice bran, the bran becomes unpalatable and rancidity 
develops.  If left unchecked, enzymatic degradation at normal room temperatures can increase the FFA 
levels to 5-8% within 24 hours and can continue at a rate of approximately 4-5% per day thereafter.  
Enzymatic degradation is the most serious form of degradation of raw rice bran. Historically there have been 
a number of attempts to develop rice bran stabilization techniques, including the use of chemicals, 
microwave heating, or variations of existing extrusion technology. Many of these approaches have had 
limited success in part because they have produced rice bran with limited shelf life or with significant 
degradation of nutrients. 

Source: Company filings and investor materials, www.faostat.fao.org, www.irri.org, SeeThruEquity Research 

RIBT proprietary process creates multiple high-value products from rice bran 
 

RIBT has created a system of proprietary and patented technologies and intellectual properties to convert 
raw rice bran into numerous high value products, and it is the top commercially viable producer of the 
product for domestic human consumption. RIBT’s stabilization process uses proprietary innovations to 
create a combination of temperature, pressure and other conditions necessary to thoroughly deactivate 
enzymes without significantly damaging the structure or nutrient content of raw rice bran. No chemicals are 
used in RIBT’s stabilization process, unlike other stabilization techniques that require chemicals, microwave 
heat or other invasive and denaturing methods. RIBT stabilizers are designed to be installed adjacent to, on 
the premises of or in near proximity to any conventional rice mill so that freshly milled raw rice bran can be 
quickly delivered and stabilized. Stabilized rice bran (“SRB”) SRB leaving the system is then discharged 
onto cooling units specifically designed to control air pressure and humidity and the cooled SRB is then 
loaded into bulk hopper trucks for large volume customers or sent by pneumatic conveyor to a bagging unit 
for packaging into 20kg, 50lb or 2,000lb sacks. This is what RIBT calls Stage I processing, and the Stage I 
SRB comes in granular, fine or extra fine grinds with a one-year guaranteed shelf life. Stage I SRB can 
undergo additional patented and proprietary processes at RIBT’s Stage II facility. Stage II involves enzyme 
treatment of SRB or defatted rice bran (“DRB”) to produce fractions enriched in one or more macronutrients, 
including proteins, fibers, lipids and micronutrients such as vitamins, minerals and phytosterols, among 
others. DRB contains many of the same nutritional and functional benefits as SRB, except that the oil has 
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been removed.  This is important for several ingredient applications where SRB’s oil content could present 
food formulation challenges. The five products produced through Stage II processing are RiBalance™, a 
dextrinized version of SRB, RiSolubles® the nutrient-dense soluble fiber fraction of SRB, RiFiber™ the 
insoluble fiber fraction, and rice bran protein products Proryza™ P-35 (30-35% rice protein content) and 
Proryza™ PF-20/50 (20% rice protein and 50% insoluble dietary fiber content).  
 
Stage I, animal nutrition and human food ingredients 
 

RIBT has a broad portfolio of rice bran derivative products which are sold into an ever-growing variety of end 
markets. RIBT has vastly different pricing power, and a corresponding range of margins, depending on the 
product and amount of processing involved. Products derived from Stage I processing include NutraCea 
Rice Bran Feed for 
animal nutrition and 
the RiBran line of 
food ingredients. 
The NutraCea brand 
is sold in the USA 
segment as animal 
feed across a wide 
range of animal 
nutrition markets, 
with a focus on 
equine feed. In the 
Brazil segment, DRB 
is used to create a 
variety of feed 
formulations 
targeted to animal 
species such	   as 
horses, beef cattle, 
dairy cows, pigs, sheep and poultry. Animal nutrition products are sold under the Irgovel brand name in 
Brazil. RIBT has also expanded into companion pet and show animal feed sales, as these animals derive 
the same benefits from the products as stock animals do. These benefits include increased energy, easier 
digestion than with traditional feed products, weight gain and improved coat condition, as well as providing 
the animals with a plant based fat source containing essential fatty acids and high levels of vitamin E 
tocotrienol complex & gamma oryzanol. The RiBran line of human food ingredients includes RiBran100 
(granular), RiBran200 (fine) and RiBran300 (extra fine) as well as defatted RiBran DF300 and RiBran 
DF400. The RiBran products can be used in numerous food applications, including tortillas, pastas, bread 
dough, pizza dough, soups, sauces, gravies, cereals, batters, breading and meat emulsions. These products 
provide essential features which manufacturers can prominently display on the label to create product 
differentiation. These features include (depending on the product); all natural, hypoallergenic, gluten free, 
trans fat free, cholesterol free, sodium free, high in fiber, having a low glycemic index and being non-GMO. 
Additionally, foods manufactured with RiBran products can use the following allergen statement on the 
product packaging: "This product is free of milk, eggs, fish, crustaceans, tree nuts, peanuts, wheat, and 
soybeans and is gluten free." Finally, RIBT products can improve product yields and provide cost savings to 
manufacturers. In a Functional Non-Meat Ingredients study performed by PHD Technologies LLC and 
through actual customer performance tests, RiBran Meat Inclusion demonstrated a 5.83% yield blend cost 
savings ($0.05-0.07/lb) compared to the control group. RiBran Meat Inclusion can be used as a filler 
alternative to soy protein isolate, soy protein concentrate, modified food starch, mustard flour and pea 
protein in comminuted meat products, such as meat and poultry sausages that contain binders, nugget-
shaped patties, meatballs, meatloaf, and meat and poultry patties. RiBran Meat Inclusion provides an all-
natural, hypoallergenic, USDA/FSIS approved ingredient with water binding capabilities that improves cook 
yield, reduces purge and improves texture without changing sensory attributes. 

Rice bran oil 

Rice bran also contains approximately 18-23% oil, which has a favorable fatty acid composition and 
excellent heat stability. Rice bran oil (“RBO”) contains essential fatty acids and a broad range of compounds 
that have been demonstrated to have therapeutic properties. During the same proprietary bio-refining 
process, RBIT extracts and produces crude RBO. Crude RBO is subsequently processed in a number of 
steps designed to sequentially capture constituents of value. The final outcome of these steps is a highly 
refined, edible RBO that has highly desirable flavor and functional properties. RBO has a unique fatty acid 
content that imparts improved oxidative stability as compared to other vegetable oils such as soy or 
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cottonseed giving it advantages when used in food applications. RBO is very balanced and versatile, its high 
smoke point and light viscosity prevent fatty acid breakdown at high temperatures, it allows less oil to be 
absorbed in cooking and it has a delicate, nut-like character which complements the natural flavor of foods 
without overpowering them. Numerous studies show rice bran oil reduces the harmful cholesterol (LDL) 
without reducing good cholesterol (HDL). In those studies, Oryzanol is reported as the key element 
responsible for that function. 

In refining RBO to an edible grade, several co-products are obtained. One such product is distilled fatty 
acids, a valuable raw material for the detergent industry. The Irgovel plant also produces rice lecithin, which 
has application in human nutrition, animal nutrition and industrial applications. Once the oil has been fully 
processed, it is ready for packaging into retail bottles, food service pails or bulk drums. Larger customers 
have the option of purchasing tanker truck or flexi-tanker quantities of rice bran oil.  

Stage II, functional foods  
As you move up the RIBT product chain, you get to the company’s Stage II products, which include 
Proryza™ rice bran protein, RiBalance, a dextrinized version of SRB, RiSolubles® the nutrient-dense 
soluble fiber fraction of SRB and, RiFiber the insoluble fiber fraction. Proryza™ P-35 (30-35% rice protein 
content) and Proryza™ PF-20/50 (20% rice protein and 50% insoluble dietary fiber content) are minimally 
processed, hypoallergenic proteins extracted from SRB. These products can be used in beverages, sports 
nutrition, cereal products, nutritional bars, health and wellness and meal supplements. The products are 
made in the U.S. from California rice, and as with all RIBT Stage I products, they are all natural and non-
GMO. The RiBalance, RiSolubles® and RiFiber products can also be used in meal replacement products, 
nutrition/energy bars and beverages, weight loss management, cereals, sports beverages, muscle and 
weight gainers, baby foods, hot cereals, infant/toddler products, hypoallergenic foods, fiber supplements, 
fiber beverages and baked goods. The products are nutrient and antioxidant rich, hypoallergenic, gluten 
free, have zero trans-fat and zero cholesterol and are non-GMO. 

Shifting dietary demands increase demand for RIBT human food products  

Gluten is a protein composite found in wheat (including kamut and spelt), barley, rye and triticale. A gluten-
free diet is the only medically accepted treatment for celiac disease, which affects approximately 1% of the 
U.S. population. Despite the health claims for gluten-free eating, there is no published experimental 
evidence to support such claims for the general population. Regardless, the demand for gluten-free products 
is growing significantly in both the U.S. and globally. There are differing opinions as to the size of the U.S. 
gluten-free market, with global market research firms Mintel and Euromonitor estimating $10.5bn in 2013 
(growing to $15.6bn in 2016) and $486.5mn in 2013, respectively. Mintel clearly takes a wider approach to 
its definition, including anything with a gluten-free label in its analysis. Euromonitor, in its approach, only 
includes specifically formulated replacement products. Global research firm Marketsandmarkets estimates 
that the global gluten-free product market will reach $6.2bn, growing at a CAGR of 10.2%, by 2018. Gluten-
free bakery and confectionery products accounted for the largest volume share of about 46%, followed by 
gluten-free snacks that contributed about 20% in the gluten-free product market. North America contributed 
to about 59% share in the global gluten-free product market. Regardless of your definition of the market, all 
signs point to continued growth in the U.S. and around the world. Whether it is for a diagnosed or perceived 
health benefit, following the advice of authors (who are continually publishing on the subject) or people 
experimenting with new dietary trends (such as the paleo diet), surveys indicate that more consumers are 
reducing their wheat intake and seeking gluten-free products. The demand for new products and a variety of 
gluten-free products is also driving market growth. Existing companies are actively introducing new products 
with different ingredients and flavors, and new companies are continually entering the market, in an attempt 
to understand and meet the needs of their consumers. RIBT offers manufacturers an excellent input for their 
expansion efforts.  
             Source: Company filings and investor materials www.foodnavigator.com, www.foodmanufacturing.com, SeeThruEquity Research 

Growing global nutraceutical and functional foods market attractive for RIBT Stage II products 

RIBT’s Stage II products are sold into the global nutraceutical and functional foods market (“NFF”). With 
increased life expectancy and a subsequent increase in lifestyle diseases, nutraceuticals have emerged as a 
necessity for consumers, especially in developed markets like the U.S. Increasing healthcare costs have 
driven consumers towards NFF products, in an attempt to remain healthy and avoid excessive treatment 
costs. Based on recent research from leading business research and consultancy firm RNCOS, the U.S. 
NFF market is expected to grow at a 5% CAGR from 2013-2018, reaching $75bn by 2018E. Transparency 
Market Research has also reported on the NFF market, and in its most recent report, the firm predicts that 
the global market for NFF products will reach $205bn by 2017, with a 6.3% CAGR from 2013-2017. Global 
growth has been spurred primarily by dietary supplements. In this market, protein and peptides are expected 
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to grow 6.6% during the forecasted period (2012-2017). Meanwhile, functional foods and beverages also 
make up a significant segment.  
       Source: Company filings and investor materials www.rncos.com, www.nutraceuticalsworld.com, SeeThruEquity Research 

Capacity expansion in Brazil complete, underway in Montana 
As RIBT has stated on numerous occasions, it cannot make enough product to satisfy the growing demands 
of its customer base for RBO and certain Stage II products. Therefore, RIBT committed to three large 
capacity upgrade projects, the first at its Irgovel plant in Pelotas, Brazil, the second at its Dillon, Montana 
Stage II facility and the third is at H&N Distribution, Inc. (“H&N”). The Irgovel plant upgrade was a massive 
project, shutting down operations for roughly 10 weeks in 2014 and increasing processing capacity 50%, to 
9000 tons/month. RIBT reported that the plant is operational and it hopes to be operating at full capacity by 
3Q14E. RIBT also expects the production of certain Stage II products to grow by over 300% by 2016E, as 
compared to current production levels. RIBT plans to double production capacity in Montana, beginning the 
expansion project in mid-2014 and hoping to have the project completed by mid-2015. RIBT has completed 
all the necessary financing for this project.  
 
RIBT stabilization modules can process approximately 2,000 pounds of bran per hour and have a capacity 
of over 7,200 tons per year. Future stabilization production capacity can be doubled, tripled or further 
multiplied by installing additional units sharing a common conveyor, which RIBT believes can handle the 
output of the world’s largest rice mills. RIBT has also developed and tested a smaller production unit, with a 
maximum production capacity of 840 tons per year, for installation in countries or locations where rice mills 
are substantially smaller than those in the U.S.  
         

H&N acquisition provides growth in high margin NFF products 

In December 2010, RIBT began working with H&N, a company specializing in filling and packaging healthy 
and natural products for NFF brand owners. This resulted in sales of approximately $0.1mn of certain Stage 
II products in 2011 and that figure quickly grew to approximately $0.6mn from January-August 2013. In 
January 2014, RIBT acquired H&N for $2mn in cash plus promissory notes for $3.3mn. By incorporating 
H&N’s formulating and packaging capabilities into the RIBT business model, the company expects to drive 
sales of its higher margin Stage II products into multiple NFF channels. This will allow RIBT to capture single 
ingredient sales as well as sales of blended finished products. These blended products consist of RIBT 
ingredients blended with other products and are sold as a finished product on a business to business basis. 
Management has characterized the H&N acquisition as 85% of the way through the integration process. In 
August 2013, RIBT entered into a multi-year agreement to sell one of its Stage II products to a rapidly 
growing direct marketing company. Pursuant to the agreement, that company will purchase a minimum of 
$7.6mn in products during the term of the agreement which expires in December 2016.	  In September 2013, 
RIBT entered into an agreement with a Taiwanese food ingredient and functional food distribution company 
to supply them with a Stage II product for exclusive distribution in Taiwan. The agreement is renewable 
based on annual minimum purchases. In 2014, RIBT entered in an additional agreement with a Taiwanese 
company to supply Stage II products for Malaysia. The H&N acquisition, and announced doubling of 
production capacity, expected to be completed by 3Q14E, will allow RIBT to pursue and supply more 
agreements such as these, and should help rapidly expand the sales of higher margin Stage II products. 
RIBT’s recent capital raises provide the funding necessary to complete this expansion as well.  

Further expansion opportunities 

RIBT is also actively looking to expand its global distribution network. In July 2013, RIBT amended its 
exclusive distribution agreement with Beneo-Remy, a 100% owned subsidiary of Sudzucker AG, a German 
public company, under which Beneo-Remy will exclusively distribute RIBT’s SRB product and non-
exclusively distribute other products to more than 40 countries in Europe, Middle East, Africa and other 
geographies. In January 2014, RIBT entered into a multi-year distribution and supply agreement with Hela 
Spice Canada Inc. to sell the company's stabilized rice bran and rice bran derivative products in Canada. 
Hela Spice Canada, a member of the Hela Gewurzwerk Herman Laue global network of companies, 
specializes in the design and formulation of custom blends for the meat, poultry, bakery and other sectors of 
the food industry. RIBT plans to add additional distributors to its network in Mexico, Central/South America, 
Asia and other global markets.  

Additionally, RIBT has entered into a series of agreements with various affiliates of Wilmar International 
Limited (“Wilmar”) to develop and commercialize rice bran products, including protein, for the China market. 
Wilmar currently operates 12 large rice mills in China and is a leading producer of raw rice bran. This is a 
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tremendous opportunity for expansion, and longer-term for RIBT to potentially obtain a low cost source of 
rice bran for its global operations. 

COMPETITIVE LANDSCAPE 
There are a number of companies that have invested significant resources to develop stabilizing 
technologies for stabilizing and further processing rice bran and who market rice bran products with varying 
levels of stabilization into multiple markets around the world. RIBT believes that its major nutritional 
supplement competitors include producers of isolated soy protein, wheat bran and oat bran, particularly in 
the functional food ingredients market segment. RIBT also competes with other companies that offer 
products incorporating SRB as well as companies that offer other food ingredients and nutritional 
supplements. Competition comes from companies providing products that use oat bran and wheat bran as 
nutritional supplements as well as for health and beauty aids.  Many consumers may consider such products 
to be a replacement for the products RIBT manufactures and distributes. RIBT’s branded rice bran oil 
“Carreteiro” competes with other bottled oils such as soy, palm, canola, peanut and others in the Brazilian 
market. In addition, its exported rice bran oil competes with those same oils from other grains, seeds and 
plants in markets around the world. Major animal feed competitors include privately held Cargill, Inc. and 
other competitors offering a variety of grain-based feed products. 
 
RIBT competes with “best of breed” technologies for stabilizing rice bran and, has developed significant 
brand recognition in the animal feed and human food ingredient sectors both domestically and 
internationally. Together with decades of application technology know-how and patented processing 
methods, RIBT believes that it possesses a significant first-to-market advantage over the competition with 
respect to its SRB products. 
 
Compared to the majority of the peer group, RIBT is smaller in market capitalization and it has yet to 
demonstrate profitability. However, an analysis of the peer group shows that EBIT margins in the 5-15% 
range are attainable as a company reaches larger scale. We feel that RIBT can achieve EBIT margins in the 
14-16% range and a ROA in the 18-22% range, which would put it in the top end of the peer group. 
 
Figure 2. ROA vs. EBIT– RIBT Peers 

 

Source: Company filings, SeeThruEquity Research 
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FINANCIALS AND FUTURE OUTLOOK 
Revenue/Drivers 

RIBT reported $35mn in revenue for 2013, down 7.1% from 2012 but ahead of management’s guidance of 
$33mn. The disruption from multiple sporadic temporary shutdowns to deal with installations and debugging 
created excessive downtime and inefficiency at the Irgovel plant and was responsible for the year over year 
revenue decrease in 2013. In 2013, approximately 55% of U.S. segment revenue came from sales of human 
food products and the remaining 45% from sales of animal nutrition products. In 2013, approximately 45% of 
Brazil segment product revenue came from sales of rice bran oil products and 55% from the sales of 
defatted rice bran products. Management has guided to $59mn in revenues in 2014E, with Irgovel back at 
full capacity by 3Q14E. We have modeled in $55mn in revenues for 2014E, with $8mn in 1Q14E growing to 
$18mn by 4Q14E. RIBT notes that there is more cyclicality in the sales of some of its U.S. Stage II products, 
specifically supplements and other products which tend to be sold through MLM distribution networks. As 
the company integrates H&N, we will have more insight into RIBT’s seasonal sales patterns.  
 
RIBT has stated that it is having a hard time keeping up with customer demand for certain products, 
particularly rice bran oil in Brazil. Rice bran oil is the highest value and highest margin product produced at 
the Irgovel plant, and the recently finished capacity expansion should allow for significant growth in sales of 
this product. We view capacity constraints as the major impediment to RIBT sales growth. We have modeled 
in a 31.6% CAGR from 2013-2019E, and arrive at 2019E revenues of $205mn. RIBT is much more focused 
on growing the sales of Stage II products, and those markets are growing rapidly in the U.S. and globally. 
However, we also see significant potential for the company’s human food ingredients products due to the 
rise in gluten-free consumer preference and the advantages of RIBT products compared to current soy 
based and other widely used products. Looking at market models predicting global sales of $205bn in NFF 
products by 2018E and a roughly $5bn gluten-free market (depending on definition of gluten-free) around 
the same time frame, our $205mn estimate represents a 0.1% global market share for RIBT products.    
 

Margins/Expenses 

RIBT reports margins by segment. In 2013, RIBT’s margins in its Brazilian segment were affected by the 
previously mentioned Irgovel rolling plant shutdowns. The plant was closed for 10 weeks to begin 2014 due 
to a major capacity upgrade, so we would expect some margin impact in 1H14E as well.	  RIBT does not 
report margin by product line, but in our discussions with management, we got the sense that there is quite a 
wide dispersion of product margins depending on the amount of processing and quantity of the purchase. 
Animal nutrition margins are likely in the 5-20% range, human ingredients in the 30-40% range, and Stage II 
products may produce margins in the 40-50% range. Comparable product margins are similar between 
Brazil and the U.S. RIBT reported gross margins of 11.3% in 2013, 24.5% from the U.S. segment and 4.3% 
from Brazil. RIBT management has often discussed reducing sales of lower margin animal nutrition products 
with higher margin human food ingredients and other Stage II products. We feel that this will start to take 
hold in a noticeable way in 2014E, and we are predicting a significant margin impact from this transition. As 
RIBT gets Irgovel back to full capacity and H&N sales ramp up, we are modeling in 25% gross margins for 
2014E. As Dillon, Montana Stage II capacity doubles in the next 12 months, we would expect even greater 
margin improvement. We feel RIBT can get gross margins to the 35-37% range by 2019E.  
 
RIBT has done a good job of managing expenses, as SG&A of $13.6mn was essentially flat with 2012. We 
have modeled in $15mn in SG&A spending in 2014E, and see SG&A as a percentage of sales in the 20-
25% range.  
 
RIBT has already completed the Irgovel capacity expansion and plans to begin its Dillon, Montana 
expansion project shortly. We have modeled in $2mn in CAPEX spending annually from 2014-2019E, as we 
anticipate RIBT continually adding capacity in the U.S., Brazil, and potentially in another country at some 
point in the future.  

As of December 31, 2013, RIBT’s net operating loss carryforwards for U.S. federal tax purposes totaled 
$116.2mn and expire at various dates from 2018 through 2033. As of December 31, 2013, net operating 
loss carryforwards for Brazil tax purposes totaled $7.0mn and do not expire but may be subject to 
substantial annual limitations (generally 30% of taxable income in any year). We have modeled in RIBT 
paying taxes at a 35% rate beginning in 2018E.  

Balance Sheet & Financial Liquidity 

RIBT had $5.1mn in cash and $24.9mn in net PP&E among its $44.5mn in assets as of December 31, 2013.  
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RIBT had total liabilities of $31.6mn as of December 31, 2013. This included $8.3mn in current debt and 
$10.9mn in long term debt. This debt includes a 2013 senior revolving note ($1.98mn) and 2013 
subordinated notes ($4.26mn) in the corporate segment, and capital expansion loans ($4.79mn) and a 
working capital line of credit ($3.2mn) among the $12.9mn in total debt from the Brazil segment. Additionally,	  
in March 2014, RIBT completed a private placement offering. It issued convertible notes in the principal 
amount of $4.9mn and warrants for the purchase of up to 1,399,614 shares of common stock. The notes are 
due in July 2016, bear interest at 5% interest and automatically convert at a conversion price of $5.25, upon 
shareholders voting to approve an increase in our authorized shares of common stock. RIBT has issued a 
proxy recommending shareholder approval of increased shares to 25 million and called a special meeting for 
May 30 to vote on that recommendation. The warrants have an exercise price of $5.25 per share and expire 
in March 2019. RIBT has a minimum scheduled debt payment of $8.25mn in 2014.    
 
RIBT had 3mn shares outstanding as of March 31, 2014. RIBT also had total warrants and stock options 
outstanding of 2.4mn and 179k, respectively as of December 31, 2013 (3.8mn warrants as of March 31, 
2014). RIBT warrants also trade on the NASDAQ under the symbol RIBTW. RIBT will likely need to raise 
capital again in 2014E, but this might occur via the conversion of warrants, and not a new debt issuance. We 
have modeled in approximately $2mn in warrants being converted in 2014E.  
 
 

Figure 3. Key Performance Indicators of RIBT, FY13E–18E 

  

Source: Company filings, SeeThruEquity Research 
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VALUATION 
We have valued RIBT using a Peer Group Valuation. Our valuation yields a fair value of $11.07 per share, 
representing an upside of 162% from the recent price of $4.22 as of April 28, 2014. 

Peer Group Valuation 
We compared RIBT with diversified food peers High Liner Foods, Inc., Annies, Inc., Amira Nature Foods Ltd. 
and Premium Brands Holdings, among others, using a market multiple approach. 
 
We arrived at a fair value range of $10.42 to $11.74 per share based on EV/Revenue and P/Revenue 
multiples of selected peers. We considered a target multiple of 0.8x for the EV/Revenue multiple and 2014E 
revenue of $55mn to arrive at a fair value of $10.42 per share. Similarly, we used a P/Revenue multiple of 
0.6x our 2014E revenue forecast to arrive at a fair value of $11.74 per share. RIBT currently trades at a 
steep discount to the peer group, which we feel is the result of the company’s debt load and slowdown of 
revenues in 2013 due to its capacity expansion project. 2014 will be a telling year for RIBT. If they meet or 
exceed guidance, we feel that the valuation gap with the peer group will close quickly. RIBT could command 
a premium to the group by the end of 2014 as it demonstrates margin improvement and will have additional 
capacity coming online in 2015E.  
 
Figure 4. Comparable Valuation (Data as of 04/28/14) 

Company Mkt cap  
($ mn) 

EV/Revenue(x) Price/Revenue(x) 
FY14E FY15E FY14E FY15E 

Amira Nature Foods Ltd  471  1.1x 1.0x 0.7x 0.6x 

Annies Inc. 606  2.5x 2.1x 2.4x 2.0x 

Freedom Nutritional 442  3.6x 2.8x 3.6x 2.8x 

High Liner Foods, Inc. 675  0.9x 0.8x 0.6x 0.6x 

Lifeway Foods, Inc.  244  2.1x 1.8x 2.1x 1.9x 

Premium Brands Holdings 464  0.7x 0.7x 0.4x 0.4x 

Patties 161  1.0x 0.9x 0.6x 0.6x 

Valsoia 126  1.2x 1.1x 1.2x 1.1x 

Average   1.6x 1.4x 1.4x 1.2x 

RiceBran Technologies 14 0.5x 0.4x 0.2x 0.2x 

Premium (discount)   (69.2%) (73.8%) (83.9%) (86.2%) 

Source: Bloomberg, SeeThruEquity Research 
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RISK CONSIDERATIONS 
Debt burden and dilution 

RIBT ended 2013 with $19.2mn in debt, and closed another round of financing with a $4.9mn private 
placement in March 2014. RIBT has to make a minimum debt payment in 2014 of $8.2mn. While we are 
confident that RIBT can meet its obligations, should it have to raise additional capital at unattractive terms, 
current shareholders face the risk of dilution. Additionally, there are currently 3mn shares outstanding, with 
3.4mn warrants outstanding.  

Irgovel performance obligations 

Under the limited liability company agreement for Nutra SA, as amended, Irgovel must satisfy certain 
financial performance requirements in order for RIBT to maintain control over Irgovel. These financial 
performance requirements include Irgovel’s satisfaction of revenue, earnings and net debt targets described 
in the membership interest purchase agreement, as amended. In addition, Irgovel must meet certain 
minimum processing targets beginning in the second quarter of 2014 and achieve EBITDA of at least $4.0 
million beginning in 2014. If Irgovel fails to meet these financial requirements, RIBT could lose management 
control over Irgovel’s operations, and management control would transfer to the other investors in Nutra SA.  
Any such change in management control would cause RIBT to no longer consolidate Irgovel’s financial 
results with its financial results. Instead, RIBT would be required to account for Irgovel as an equity 
investment on our balance sheets which may negatively impact the share price. 

Regulation 

The formulation, manufacturing, packaging, labeling, advertising, distribution and sale of RIBT products are 
subject to regulation by one or more federal agencies, primarily the FDA, the FTC, and the USDA. Its 
activities are also regulated by various governmental agencies for the states and localities in which RIBT 
products are manufactured and sold, as well as by governmental agencies in certain countries outside the 
United States, such as Brazil, in which its products are manufactured and sold. Among other matters, 
regulation by the FDA and FTC is concerned with product safety and claims made with respect to a 
product's ability to provide health-related benefits. Specifically, the FDA, under the Federal Food, Drug, and 
Cosmetic Act (FDCA), regulates the formulation, manufacturing, packaging, labeling, distribution and sale of 
food including dietary supplements. The FTC regulates the advertising of these products.	  Federal agencies, 
primarily the FDA and the FTC, have a variety of procedures and enforcement remedies available to them, 
including initiating investigations, issuing warning letters and cease-and-desist orders, requiring corrective 
labeling or advertising, requiring consumer redress such as requiring that a company offer to repurchase 
products previously sold, seeking injunctive relief or product seizures, imposing civil penalties or 
commencing criminal prosecution. In addition, certain state agencies have similar authority. These federal 
and state agencies have in the past used these remedies in regulating participants in the food and dietary 
supplement industries, including the imposition of civil penalties. 

Commodity prices 

RIBT must source high quality rice to produce its rice bran products. Commodity prices, particularly food 
commodities, can be quite volatile. If RIBT cannot adequately source its rice feedstock, its revenues and 
margins could suffer dramatically. RIBT may even find some products to be money losers in the face of 
higher input costs. Rice, being a major staple food of a large part of the world’s population, has trading 
volumes well below production levels, as many governments view storage of the grain as a strategic national 
priority.  

Share liquidity  

RIBT currently trades on the NASDAQ. The stock has averaged approximately 33,311 shares traded a day 
over the past three months. At the recent price of $4.22, this comes out to roughly $140,573 in daily traded 
volume. Getting into or out of a position in RIBT may be difficult depending on the market environment.  
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Management Team  

W. John Short - Chief Executive Officer 

Mr. Short joined RiceBran Technologies as President in July 2009. He brings over 25 years experience and 
has held senior positions with consumer products and financial services businesses in North America, South 
America, Asia and Europe including President & COO of Hong Kong-based Esprit Far East Ltd., CEO of 
Dusseldorf-based Esprit Europe, CEO of San Francisco-based global licensing company Esprit 
International, CEO/President & COO of Joe Boxer, Inc. and EVP North America of Miami based Sunglass 
Hut International. Mr. Short also spent over a decade in corporate banking, government lending and 
financial institutions lending with Citibank in New York, Venezuela, Ecuador and Hong Kong. Mr. Short 
graduated from Dartmouth College and the Thunderbird School of Global Management. 

J. Dale Belt - Chief Financial Officer 

J.Dale Belt, CPA brings over 35 years of experience in finance and accounting including strategic planning, 
due diligence, cash flow analysis, financial forecasting, and SEC reporting issues. Prior to joining RiceBran 
Technologies on June 15, 2010, Dale was the Managing Director of Sierra Consulting Group’s restructuring 
practice based in Phoenix, Arizona. Prior to that he was a Director and Managing Director in the 
restructuring practices of PricewaterhouseCoopers and FTI Consulting, Inc., respectively. Before beginning 
his consulting career as a turnaround and restructuring professional, Mr. Belt spent over fifteen years in the 
private sector where he held various senior management positions including treasurer, CFO and president. 
His significant industry experience includes, among others, heavy manufacturing industries, wholesale/retail 
food manufacturing and beverage marketing and distribution. Mr. Belt has a B.S. in Accounting from the 
University of Kentucky. He is a Certified Public Accountant licensed in Kentucky, as well as a Certified 
Turnaround Professional and Certified Insolvency and Restructuring Advisor. He is a current member of the 
Turnaround Management Association and served as the Arizona Chapter President in 2007 and 2008. He is 
also a member of the Association of Insolvency and Restructuring Advisors. 

Robert Smith, PhD Senior Vice President – Sales and Business Development 

Dr. Smith brings over 20 years' experience managing research and development programs in both 
academia and the private sector, and developing product and business opportunities for botanical 
ingredients and plant-derived molecules in the agricultural, human and animal nutrition, and pharmaceutical 
industries. Previously he served as Director of Business Development at HerbalScience Group, a leader in 
the development of evidence-based functional ingredients from botanicals. Dr. Smith has also directed 
research and development programs at Global Protein Products Inc. and PhycoGen Inc., and has led 
research projects at Dekalb Genetics, a Monsanto Company. Dr. Smith served as Research Assistant 
Professor at the AgBiotech Center at Rutgers University and did Post-Doctoral work in Plant Molecular 
Biology at the University of Missouri-Columbia. Dr. Smith holds a Doctor of Philosophy Degree in Molecular 
Genetics and Cell Biology and a Bachelor of Arts Degree in Biology, both from the University of Chicago.	  	  

Mark McKnight, Senior Vice President - Contract Manufacturing 

Mark McKnight has served as our senior vice president of contract manufacturing and president of our 
wholly owned subsidiary H&N Distribution, Inc. (H&N) since January 2014. Mr. McKnight founded H&N and 
was the CEO and Chairman of H&N since 2008.  Mr. McKnight started developing unique product 
formulations in 1995 and has developed successful products that cover three key channels of distribution, 
including MLMs, health food stores and mass retailers.  Mr. McKnight has been in the natural products 
industry since 1993, and he is a current member of the Natural Products Association and the Institute for 
Food Technologists. 
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FINANCIAL SUMMARY 
Figure 5. Income Statement 

Figures in $mn unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Revenue 37.0  37.7  35.1  55.0  75.0  100.0  
YoY growth  2.1% (7.1%) 56.9% 36.4% 33.3% 

Cost of sales 29.4 31.7 31.1 41.3 54.0 70.0 

Gross Profit 7.6  6.1  3.9  13.8  21.0  30.0  
Margin 20.5% 16.1% 11.3% 25.0% 28.0% 30.0% 

Operating expenses 17.2 14.8 13.9 15.0 15.0 20.0 

EBIT (9.6) (8.7) (10.0) (1.3) 6.0  10.0  

Margin (25.9%) (23.0%) (28.4%) (2.3%) 8.0% 10.0% 

EBITDA (4.6) (4.1) (5.9) 3.1  10.3  14.3  
Margin (12.5%) (10.8%) (16.9%) 5.5% 13.7% 14.3% 

Other income/ (expense) (1.6) (4.4) (9.1) (8.3) (1.8) (7.6) 

Profit before tax (11.2) (13.1) (19.1) (9.5) 4.2  2.4  

Tax (0.3) (1.9) (1.4) 0.0  1.2  0.0  

Net income (10.1) (9.5) (15.0) (9.5) 3.0  2.4  
Margin (27.3%) (25.2%) NM (17.3%) 4.1% 2.4% 

EPS (per share) (0.05) (9.29) (12.95) (3.17) 0.97  0.74  

Source: SeeThruEquity Research 
 

Figure 6. Balance Sheet 

Figures in $mn, unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Current assets 15.0 10.8 13.5 14.1 21.6 26.0 

Intangibles 5.2  4.8  4.1  3.5  2.9  2.3  

Other assets 32.0  31.4  26.9  25.2  23.5  21.8  

Total assets 52.2 47.0 44.6 42.9 48.0 50.2 
Current liabilities 15.6 15.5 19.0 19.0 19.3 15.6 

Other liabilities 13.0  17.8  12.6  17.5  17.5  17.5  

Shareholders’ equity 23.6  13.7  13.0  6.4  11.2  17.0  

Total liab and shareholder equity 52.2  47.0  44.6  42.9  48.0  50.2  

Source: SeeThruEquity Research 
	  

Figure 7. Cash Flow Statement 

Figures in $mn, unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Cash from operating activities (9.2) (4.8) (5.2) (5.0) 7.5  6.7  

Cash from investing activities (6.2) (5.0) (3.5) (2.0) (2.0) (2.0) 

Cash from financing activities 18.4  7.6  12.8  7.0  0.9  (1.5) 

Net inc/(dec) in cash 3.0  (2.1) 4.1  0.0  6.4  3.2  
Cash at beginning of the year 0.5  3.3  1.0  5.1  5.1  11.5  

Cash at the end of the year 3.3  1.0  5.1  5.1  11.5  14.8  

Source: SeeThruEquity Research 
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About RiceBran Technologies 

RiceBran Technologies is a human food ingredient and animal nutrition company focused on the 
procurement, bio-refining and marketing of numerous products derived from rice bran. Rice Bran 
Technologies has proprietary and patented intellectual property that allows us to convert rice bran, one of 
the world's most underutilized food sources, into a number of highly nutritious human food ingredient and 
animal nutrition products. Our target markets are human food ingredients and animal nutrition manufacturers 
and retailers, as well as natural food, functional food and nutraceutical supplement manufacturers and 
retailers, both domestically and internationally.  

More information can be found in our filings with the SEC and by visiting our website at 
http://www.ricebrantech.com. 
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