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Recommendation Hold 

 
Risk Rating 

 
High 

12-mth Target Price (AUD) $0.058  

Share Price (AUD) $0.062 

12-mth Price Range $0.058 - $0.135 

Forecast 12-mth Capital Growth -6.5% 

Forecast 12-mth Dividend Yield 0.0% 

12-mth Total Shareholder Return -6.5% 

Market cap ($m) 29.2 

Net debt (net cash) ($m)(June 20e) 47.5 

Enterprise Value ($m) 76.8 

Gearing (Net Debt/ Equity) 49% 

Shares on Issue (m) 471.1 

Sector Food & Beverages 

Average Daily Value Traded ($) $34,000 

ASX 300 Weight n/a 

Financial Forecasts & Valuation Metrics  

 
  

BFC SHARE PRICE PERFORMANCE   
 

 

  

 

 

 

Years ending June $m 18(A) 19(A) 20(e) 21(e) 22(e)

Sales revenue 47.9 85.7 96.4 110.9 116.4

Sales growth % 101% 79% 13% 15% 5%

EBITDA -11.6 -19.0 -6.9 5.5 12.3

NPAT (rep'd Incl. NRIs) -12.6 -27.0 -5.5 0.2 7.5

NPAT (normalised) -8.8 -17.4 -8.0 0.2 7.5

EPS (norm) (cents) -2.0 -3.9 -1.8 0.0 1.6

EPS growth 9% 97% -55% Large Large

DPS (cents) 0.0 0.0 0.0 0.0 0.0

P/E -3.1 -1.6 -3.5 170.9 3.9

EV / Ebitda -4.0 -3.6 -11.1 14.8 6.6

Net debt / equity 14.0% 49.2% 61.7% 68.5% 61.2%

Source: Phillip Capital estimates

Summary  

 
BFC is changing from a food related investment company, 
to an operating company focussed on Dairy and pre-
cooked Meat products. Assets at 31/12/19 comprised: 

1. Dairy ($101m or 69% of segment assets) – Two 

refurbished and upgraded cheese factories (Murray Bridge 

& Jervois) in South Aust (capacity: 300 million litres milk 

processing, 30k tonnes pa of cheese) plus four dairy farms 

near Mt Gambier SA (545 Ha; ~17m litres annual milk 

production; estimated market value $30-35m).  

2. Provincial Food Group ($14m, 9% of segment assets) 

– Specialist provider of pre-cooked meat products to 

supermarkets, food service and exports, based at 

Shepparton Vic. Significant new business recently won. 

3. Corporate/ Other ($25m including $18m of tax assets). 

1H20 Results 

 Revenue $51.2m (+17%). Dairy revenue $45.5m 
+11%. Meat revenue $5.4m (v $1.3m for 4 mths) 
+312% - good progress despite drought challenges. 

 Ebitda loss $5.7m (v $6.6m loss) with both divisions 
still in loss (Dairy -$2.3m Vs -$3.5m), Meat (-$2.5m Vs 
-$1.4m) and Corporate/Other (-$0.9m Vs -$1.8m).  

 Pre-tax loss -$8.1m (v -$8.0m). 

 Abnormals $2.5m disposal gains on Seafood division 
(v -$5.9m asset write-downs in the pcp).  

 Net debt $46.1m (v $31.3m Dec 18 and $39.4m Jun 19). 
ND/E 60% (v 31% pcp and 49% June). No interest cover due 
to ongoing operating losses.  

 NTA $0.10 (v $0.16 pcp down -38%, and $0.10 June). 

 Forecasts downgraded materially. 

Two Major Deals Proposed 

BFC is working on a sale & leaseback transaction of its 4 
dairy farms to release $30-35m estimated market value, but 
it wants to retain the offtake rights to ~17m litres pa of milk. 
Potentially this could reduce debt from $46m to ~$14m and 
gearing from 60% to 18% using the mid-point price. 

BFC has announced details of a high return capex project 
to extract lactoferrin from skim milk (Stage 2). This could 
produce 12 tonnes pa (v 3t) a 4x uplift using proven 
technology. $6.0m incremental ebitda expected for a $10-
12m of capex implying a 60% return and 2 year payback. 
This to be funded by the sale & leaseback transaction.   

Valuation & Recommendation 

Our Sum of the Parts valuation is now $39m or 8.3 cents 
per share. We apply a 30% discount as we think a further 
capital raising will be required if the farm sale does not 
proceed (Price target 5.8c). HOLD recommendation 
reinstated. Our valuation rises to 15 cents if the farm sale 
proceeds & Lacto Stage 2 is successfully implemented.  

 

 

Beston Global Food Co Limited (BFC)  
Company update and Two Major Deals Proposed 
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What has changed? 
1. Sale of Lobster licences for $7.5m (refer ASX announcement 14/10/19) and 

32% stake in Ferguson Seafoods for $0.750m (ASX announcement 14/11/19) 
making $8.25m in total (before selling costs), resulting in a $2.5m gain on book 
value. These assets had been publicly for sale for around a year. (NB. The 
Ferguson Seafoods investment was written down by $3.9m to nil in FY19, so 
the gain is technical only).   

2. $2.4m raised by Share Purchase Plan - announced 9/1/20 (pre-flagged at the 
AGM on 28/11/19), closed on 31/1/20, raising $2.39m before costs at 8.6 cents 
per share (being the lower of 10 cents or a 5% discount to VWAP, 27.761m 
new shares). This was 20% below the $3.0m sought by the company.   

3. BFC’s sole substantial institutional investor (I.G. Investment Management 
(Hong Kong) Limited) ceased to be substantial on 5/2/20, selling 2.9m 
shares at 8.4 cents per the ASX announcement. IG had been progressively 
reducing from 8.9% per the FY19 Annual Report to 5.4% on 16/1/20.  

4. 1H20 Results – Operating revenue $51.2m (v $43.7m pcp +17%), Ebitda loss 
$5.7m (v $6.6m loss in pcp), Pre-tax loss $8.1m (v $8.0m loss), Reported Net 
loss before non-recurring items $5.6m (v $5.5m loss). Abnormals $2.5m gain 
on book value of Lobster licences / Ferguson Seafoods (v $5.9m write-downs 
in pcp). We review the interim results in detail later in this report. 

5. Losses in both divisions – Dairy EBIT loss $3.3m (v $4.2m), a $0.9m 
improvement. Meat division EBIT loss $2.7m (v $1.4m loss) a $1.3 increase. 
Overall EBIT loss $7.3m (v $7.5m loss pcp).  

6. Losses continue in the remnant businesses - Australia Other was a $0.4m 
loss (v $0.3m loss). International Other was a $0.2m loss (v $0.6m loss). So 
some good cost reductions / improvement there. But still more cost reductions 
to do. 

7. Recent new contract $6-8m terminated in December as unviable – BFC 
had previously announced a major new contract with a new customer to 
manufacture plant-based meat alternative products. We assume this relates to 
Soulfresh Group. This was one of 3 major new customers originally announced 
with the 1H19 results on 1/3/19, and also the subject of a separate ASX 
announcement on 6/9/19 that revenue of close to $8.0m was expected for 
FY20. The contract had started but production complexities and margin issues 
arose on the new products and recipes. The customer declined to accept price 
rises needed to cover Provincial Foods Group’s production costs and margins 
so the contract was terminated by mutual agreement. A loss of $1.9m was 
incurred by PFG in the 6 month period.  
Our Comments: We are happy that BFC/ PFG won this major new business 
and developed new technical know-how for this rapidly growing new product 
area. But the outcome was disappointing in several respects: a) in the amount 
of the losses; b) that BFC has lost a major new customer that was taking BFC 
into a promising new growth area; c) the customer declined BFC’s required 
price rise and appears to have found an alternate supplier to meet its 
requirements; and d) that BFC did not think the loss of this contract in 
December warranted a separate ASX release, even though a separate release 
was considered warranted in September.  

8. Balance sheet continues to deteriorate – Net debt at 31/12/19 increased to 
$46.1m (v$31.3m at 31/12/18) up $14.8m or 47% in 12 months. Net debt was 
up $6.7m or 17% since June 2019. Shareholders’ funds $77.1m (v $99.7m at 
Dec 2018 down $22.6m or -23%. And down -4% (v $80.1m at June 2019). Net 
debt / net equity now 60% (v 31% at Dec 2018 and 49% at June 2019). With 
gearing now well above 50% and the company still incurring losses, this is 
clearly unsustainable. Something significant has to be done. 
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9. Proposed sale and lease-back of four BFC-owned Dairy Farms at Mt 
Gambier South Australia – BFC continues to work towards this as announced 
at the AGM on 28/11/19. The objective is to release >$30m, whilst retaining 
control of the milk which will continue to be directed to the BFC cheese plants. 
BFC needs to maintain and preferably increase its scale / volumes if it is to 
become profitable. (see our further comments in the separate section below). 

10. $10-12m of the expected farm sale proceeds are to be deployed on a new 
project to produce lactoferrin from skim milk (Lactoferrin Stage 2). At 
least $6.0m additional Ebitda expected for a $10-12m capex outlay to upgrade 
and reconfigure the existing plant. This will use proven international 
technology. Pay-back of less than 24 months expected. This would take 9-12 
months to install plus presumably a ramp up and optimisation period to get 
complex extraction machinery working optimally. The balance of funds would 
be used to reduce debt and be ready for other organic growth opportunities or 
acquisition opportunities. The Lactoferrin/ skim milk project would represent a 
stunning 60% p.a. return on the proposed $10-12m investment (if targets 
achieved). We note that BFC has only been producing lactoferrin from its 
current plant for about a year and ran into resin extraction problems which 
curtailed production for a couple of months and required a refit. The lactoferrin 
processes have to work in conjunction with the rest of the dairy plant, which is 
of varying ages, so we won’t bank all the $6m claimed benefit of Stage 2 until 
we see the outcome in the financial results of Stage 1 and now Stage 2. But it 
does sound an exciting opportunity for BFC that could make a big difference to 
profitability (or help BFC get to sustainable profitability).   

11. Moelis Australia appointed corporate advisors (see ASX results release 
28/2/20), effective 3 February 2020. We believe that if the major dairy farm sale 
transaction does not proceed, BFC will need to raise further capital to keep 
gearing under control, satisfy its bankers, and allow a continuation of its capex 
and other plans to finally get to profitability. We would also like to see the 
external management fee structure dismantled, preferably without any payout 
by BFC. With $70m of accumulated losses and asset write-downs and the 
share price down 82% from its August 2015 IPO price we think it is time for 
some increased accountability and a revamp. This process has clearly started 
but we want to see more significant progress, and with more urgency – less 
words and more action.   

12. 25/3/20 – New product close to completion of development - New immune 
boosting health drink utilising existing high-grade lactoferrin – in advanced 
stages of development. This looks quite interesting, as brands like Yakult and 
various pro-biotics have been a strong growth area. BFC is not aware of any 
other lactoferrin based drink in the market (outside of infant formula). BFC 
plans to launch under its own new specialty brand. We note that BFC is mainly 
a manufacturer, not a marketer with a strong brand portfolio. Also good to see 
more innovation from BFC. 

13. 7/5/20 – COVID-19 and Q3 trading update; Year-to-date Dairy division sales 
(9 months) $67m (v $56m +20%). Provincial Foods Group has benefitted from 
stronger retail demand caused by the COVID-19 situation and has “moved from 
a loss-making position to at least a break even position” (but sales increase / 
decrease not quantified); Also a “new, large export contract” of 1,000 tonnes (of 
cheese) per annum for 3 years to a major Chinese buyer (a food distributor) 
commencing late May; Lactoferrin expansion project to commence as soon as 
funding permits.     

Our Comments 

Current trading / COVID 

We review the interim results in detail later in this report. There were a number of signs 
of positive progress with the company within the result, but losses remain high. 
Drought conditions impacted 1H20 but have thankfully now eased.  

Since December, COVID-19 has seen a decrease in sales to food service customers 
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(pizza chains and restaurants) partly offset by increased volumes from supermarket 
customers for cheese and meat products and soups also strong. The new Chinese 
customer order for 1,000 tonnes p.a. of mozzarella for 3 years (in 5kg blocks) – 
represents about 9.6% of current annualised production, we estimate would be worth 
around $7m pa (commences this month). We understand the customer is a well-
respected food distributor with a large number of underlying customers, providing 
diversity of demand and location. Margins are said to be reasonable.    

 

  

Sale & Lease-back 

On the planned sale and leaseback, we were surprised that BFC expects to show a 
reduction in debt and gearing, because we think the AASB16 accounting standard will 
treat the lease as debt anyway, negating any balance sheet benefit. The fact that BFC 
has been working on this since the November AGM (28/11/19), if not well before, (> 5 
months) shows that it is not easy achieving BFC’s goals. BFC expects to sell these 
assets for $30-35m excluding stock (Original cost in 2015 was $20.5m but 
improvements have since been made).  

Or perhaps a different transaction is being contemplated such as a long-term 
management agreement like at Select Harvests (SHV) and other agricultural players. 
Despite on-going investment and improved performance, the farms are still operating 
at a small loss. However the drought has eased and farm-gate milk prices are 
recovering. So an outright sale of the farms would not have much impact on earnings, 
but would have a major impact for the better on the balance sheet.  

We are increasingly concerned by BFC’s increasing net debt, low cash balance and 
on-going losses, so we look forward to any significant transaction which reduces debt. 
If a dairy farm sale does not proceed, we think BFC will need to raise at least $23m to 
cut debt and gearing in half. And with some urgency. 

Corporate Structure 

We are surprised that BFC still has not moved to change its unpopular external 
management fee structure. In our opinion, this is keeping most institutional investors 
away (as well as on-going losses and a weak balance sheet), and means BFC 
effectively has only retail shareholders to rely on for further capital. 

We note that IG Investment Management ceased to be a substantial shareholder. 

We note that BFC’s two major Chinese investors do not appear to have increased or 
decreased their holdings in many years. Both would be sitting on significant unrealised 
losses.  

The structure is probably also acting as a takeover deterrent if there are possible 
bidders out there. And it also reduces transparency. We do not know for example, how 
much the CEO and CFO are being paid as they are employees of the external 
management company BPAM, not BFC.   

We also believe the BFC board is in need of a re-fresh.  

 
  

BFC: Dairy revenue FY19 FY20 Change FY19 FY20 Change

Cheese Cheese % Dairy Dairy %

Production Production Sales Sales

Tonnes Tonnes $m $m

1H 2,940        5,224        78% 40.9 45.5 11%

Q3 1,044        2,691        158% 15.1 21.5 42%

9 Months YTD per 7/5/20 CEO update 3,984        7,915        99% 56.0 67.0 20%

Q4 (FY19 actual)(FY20 our estimate) 1,807        2,285        26% 20.3 18.0 -11%

2H 2,851        4,976        75% 35.4 39.5 12%

Years ended June A/E 5,791        10,200      76% 76.3 85.0 11%

Source: BFC  CEO letter 7/5/20; Phillip Capital estimates in yellow



PhillipCapital | Equity Research 
Beston Global Food Co Ltd (BFC) 

Page 5 

 

 

 

Change in Estimates 

Following a review of the 1H20 results, we have downgraded our estimates significantly 
for both main operating divisions, as follows. 

We still expect a small profit in FY21 ($0.2m V $3.1m previously), and then a more 
respectable $7.5m in FY22 (NB. This excludes the expected benefit from Lactoferrin 
Stage 2 project, which is not yet funded).   

 

 
 

Valuation 

We have updated our Sum of the Parts valuation (see overleaf).  

Our revised valuation is $39m or 8.3 cents per share (previously no valuation as our 
forecasts and valuation were “Under Review”).  

The main part of the valuation is valuing the Dairy business on 7.5x FY22 forecast Ebitda 
(being a ~10% discount to the food companies median multiple of 8.2x FY22 – refer 
Comps table). 

However, if the high-margin Lactoferrin from Skim milk project proceeds, that could add 
$6.0m to Ebitda on management’s estimates, at a capex cost of $10-12m to modify and 
upgrade the existing Stage 1 Lactoferrin plant. Putting that on the same 7.5x multiple and 
deducting the capital cost would deliver a potential $33m valuation uplift (7.0 cents per 
share). Investors may want to apply a probability or risk discount to this figure which is 
clearly very material compared to the current share price.  

Investors may also want to factor in a likely further capital raising if the proposed sale and 
leaseback transaction does not eventuate. We think a capital raising of at least $23m is 
required to cut gearing in half from 60% to under 30%. Management appear confident of 
delivering this farm sale transaction, and we note the improving outlook for the dairy 
industry and agriculture in general with the easing of the widespread drought.  

 

BFC: Changes in Estimates

FY19 FY20e FY21e FY22e

Years ended June ($m) Old New Chge Old New Chge New

Operating Revenue 85.7 108.8 96.4 -11.4% 123.7 110.9 -10.3% 116.4

EBITDA -19.0 1.9 -6.9 -469% 9.1 5.5 -39% 12.3

Ebitda margin % -22% 1.7% -7.2% -8.9% 7.3% 5.0% -2.4% 10.6%

Depreciation & Amortisation -1.9 1.9 -3.3 -276% 9.1 -3.5 -138% -3.6

EBIT -20.9 -0.6 -10.2 1523% 6.5 2.1 -68% 8.7

Net interest expense -1.3 -1.9 -1.7 -11% -2.0 -1.9 -5% -1.2

NPAT (reported incl NRIs) -27.0 -1.8 -5.5 208% 3.1 0.2 -95% 7.5

Add back: Abnormal items -9.6 0.0 0.0 0.0 0.0 0.0

NPAT (normalised) -17.4 -1.8 -8.0 351% 3.1 0.2 -95% 7.5

EPS (normalised) cents -3.9 -0.4 -1.8 340% 0.7 0.0 -95% 1.6

DPS cents 0.0 0.0 0.0 0% 0.0 0.0 0% 0.0

Key assumptions:

Milk intake (million litres) 102.8 122.0 110.0 -10% 130.0 120.0 -8% 130.0

Total Revenue :

 Dairy 76.7 92.4 86.0 -7% 106.3 97.8 -8% 112.4

 Meat 6.5 16.0 11.0 -31% 17.0 12.8 -25% 17.7

 Seafood 0.0 0.3 0.0 -100% 0.3 0.0 -100% 0.0

 Australia - Other 0.3 0.4 0.2 -50% 0.4 0.2 -50% 0.2

 International - Other 2.6 0.4 0.7 75% 0.4 0.7 75% 0.7

 Unallocated 0.0 0.0 0.2 0% 0.0 0.0 0% 0.0

Total Revenue : 86.1 109.1 98.1 -10% 124.0 111.4 -10% 131.0

Segmental EBIT :

 Dairy -8.2 3.5 -4.0 -217% 8.6 5.9 -32% 11.7

 Meat -2.4 0.6 -3.6 -683% 1.6 -1.2 -173% -0.4

 Seafood 0.0 0.3 0.0 -100% 0.3 0.0 -100% 0.0

 Australia - Other -1.0 0.0 -0.7 0% 0.0 -0.7 0% -0.7

 International - Other -2.8 0.0 -0.4 0% 0.0 -0.4 0% -0.4

 Unallocated -6.4 -5.0 -1.5 -70% -4.0 -1.5 -63% -1.5

EBIT -20.9 -0.6 -10.2 1523% 6.5 2.1 -68% 8.7

Source: Phillip Capital estimates
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BFC: Sum of the Parts Valuation Net Book Per BFC Alternative Per BFC

Value $m Share Valuation Share

Ref Item at 31/12/19

1 Dairy 101.2 0.215$      

a  - 2 factories + old Lactoferrin plant + 4 farms acquired in bargain circumstances. 

b  - We value at 7.5x FY22 estimated EBITDA of $14.7m (excludes Lacto / skim project) 110.2 0.234$      

2 Meat 13.7 0.029$      

a  - Now 100% of Provincial Food Group

b  - Has been restructured, & 45% indirect interest converted

to 100% at no extra cost. Has $6.3m of goodwill.  

c  - Has 1 very large customer at 80% before recent ~$10m new orders fm new customers

d  - Business still in loss & not yet proven. Allow 25% deduction on BV 10.2 0.022$      

3 Australian Other 3.8 0.008$      

a  - 100% of Beston Technologies Pty Ltd

b  - BFC has lacked the funds to develop this properly. Merger with DataDot abandoned. 

c  - Key patent is owned by Dr Sexton, with BFC having a right to buy for > $2.0m

d  - We value at a nominal $200k (5% of book) 0.2 0.000$      

e  - 9.9% stake in Neptune Bio $5.7m  + $5.9m convertible note (was $11.6m)

f  - Now written down to zero 0.0 0.0 -$          

g  - 51% stake in Aqua Essence mineral water (written down to Nil) 0.0 0.0 -$          

h  - Potential value in the water licence, but who would buy it? 

4 Corporate (Unallocated)

a  - Deferred tax asset 18.0 0.038$      0.0 -$          

b  - Shepparton freehold - rented to Provincial Foods 6.5 0.014$      0.0 -$          

c  - Other unallocated 3.1 0.007$      0.0 -$          

d  - Group Net Debt (at 31/12/19) -46.1 -46.1 0.098-$      

e  - Other group liabilities at book value -23.0 -31.3 0.067-$      

5 Book Value per 31/12/19 Balance Sheet 77.1 0.164$      

6 Less: Intangible items at 30/6/19 (excl Lobster licences now sold)

a Goodwill on Provincial Foods Group -6.3 0.013-$      

b  - We have already allowed -$3.5m reduction in Item 2 above

c Goodwill (Cream Cheese & others) -1.8 0.004-$      -1.8 0.004-$      

d Internally generated software -1.6 0.003-$      -1.6 0.003-$      

e Customer contracts -0.7 0.002-$      -0.7 0.002-$      

f  - Impossible to assess the value of the 3 above, so we will deduct all

g Water licences -4.0 0.009-$      

h  - Should be OK to include in valuation

i Deferred tax asset at 31/12/19 -18.0 0.038-$      

j  - Valuable only if BFC becomes profitable, to utilise. Accept for now. 

k Adjustment from 30/6/19 to 31/12/19 0.2

l Total intangibles -32.2 0.068-$      

7 Net Tangible Assets at 31/12/19 44.9 0.095$      

8 Plus: New capital raised by SPP 2.4 0.005$      2.4 0.005$      

9 Other Adjustments

a  - Allowance to buy out Grape Ensemble re Beston Technologies -2.0 0.004-$      

b  - Allowance to buy out BPAM external mgt agreement. Use termination fee of 5.0%

of "fair market value". We use current market cap of $29.7m. -1.5 0.003-$      

10 Valuation (excluding Lacto / Skim project) 47.2 0.100$      39.0 0.083$      

11 Valuation of Lactoferrin / Skim milk project

a  - Potential Ebitda uplift fm Lacto/Skim project -  7.5x FY22 estimated EBITDA of $6.0m 45.0 0.096$      

b  - Less capital cost of Lacto / Skim project - $10-12m -12.0 0.025-$      

c  - Net increase in value from Lacto /Skim project 33.0 33.0 0.070$      

12 Valuation including value of Lacto / Skim project ($m) 72.0 0.153$      

13 Shares on issue (including SPP)(million) 471.1 471.1

Source: FY19 Annual Report; FY20 interims; Phillip Capital adjustments & forecasts
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Recommendation & Price Target 

We have made material downgrades to our earnings forecasts, but we still expect to 
see BFC move into a break-even or small profit position in FY21, and finally a more 
respectable profit in FY22. The Lactoferrin Stage 2 project could see a step change in 
Dairy profits if it can be funded (not in our current forecasts, but impact shown 
separately in our Composite valuation table). 

Net debt ($46m) and gearing (net debt/ net equity of 60%) are now unsustainable 
levels. And being loss-making still, there is no interest cover at either the EBIT or 
Ebitda levels at this stage. BFC is an under-capitalised junior player in a capital 
intensive dairy industry.  

 

A further capital raising is likely if the proposed sale and lease-back 
of the dairy farm assets does not proceed. 
 

We move to a HOLD recommendation for the time being, given the expectation that 
management is close to addressing the excessive debt situation. An out-right sale of 
the Dairy farm assets for $30-35m would reduce net debt to between $16m and $11m, 
and gearing to between 21% and 14%. There would be minimal impact to earnings as 
long as the milk off-take can be retained, as the farms are currently incurring small 
losses / or are close to break-even.  

A sale and lease-back transaction in our view would probably not reduce gearing, but 
an outright sale and management contract structure probably would.   

12-month price target 

We set our 12-month price target at a 30% discount to our 8.3 cent valuation which 
implies 5.8 cents. This allows for some further uncertainty, and the risk of a dilutive 
capital raise. BFC remains a high risk, potential turn-around stock. 

Next Moves 

Shareholders have had a long and disappointing ride with this stock almost since the 
IPO in August 2015. But a number of significant actions are now on the table or in 
serious prospect which could transform BFC into a much more sustainable and 
investable proposition: 

Our wish list for the next 1-2 years is as follows (all items are major Share price 
catalysts): 

 

1. Reducing debt by 50% plus (by $23m or more); Reduce gearing to < 30%. 

2. Continue to win new customers in both Dairy and Meat divisions. 

3. Tear up the out-dated, unpopular management agreement, preferably with no 
payment out of BFC. Shareholders have had enough of complex structures that 
waste time and energy. 

4. Implement exciting high-margin, high ROCE Lactoferrin from skim milk project 
(~$6.0m incremental ebitda targeted), and other recently identified projects (in-
house cheese shredding, waste reduction strategies, energy efficiency 
measures).  

5. Close or exit any remaining legacy businesses (Mineral water, Technology, any 
other skeletons). 

6. Board renewal.  

 

If all this can be achieved in the next 1-2 years, our Alternative Valuation of up to 15 
cents per share is possible.   
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1H20 Results Analysis 

 

 Revenue up 17%. 

 Cost of sales up 19%.  

 Gross profit margin still skinny at 6.9%, down from 8.2% in the pcp. This was a 
drought impacted period with less milk available and therefore higher costs per 
litre of milk receivals. Feed costs in the four BFC dairy farms also higher. And high 
costs for producing new plant-based meat substitute products for new customer 
since terminated as “commercially unviable”.   

 Operating costs $10.7m up 2%. Good that revenue is growing much faster than 
costs. Claim of $7.3m annualised cost savings implemented only slightly evident 
in this result. We expect to see more evidence in 2H20 from actions already 
taken. 

 Ebitda loss $5.7m, a $0.9m (14%) improvement on the pcp loss. So some 
evidence the strategy is working. 

 Ebitda margin still a negative (loss) at -11.2% on every sales dollar. BFC still has 
a long way to go to become Ebitda positive. 

 Depreciation $1.6m up 88%. We understand that depreciation on the $27m 
mozzarella plant was phased in as production ramped up from approximately May 
2018. Fair enough, but the 89% depreciation cost increase must now be covered 
if BFC is to become EBIT positive. With the initial ramp up phase now over, the 
depreciation “holiday” is also now over. 

 EBIT loss $7.3m. EBIT margin still negative at 14.3% of every sales dollar. BFC 
still has a long way to go to become EBIT positive and to show a commercial 
return on its $146.2m of total assets. This still seems a long way off.  

 Interest expense $0.8m up 51%, roughly in line with the increase in net debt of 
47%. BFC is fortunate that interest rates are so low (average interest rate paid 
looks to be about 3.7%).  

 Pre-tax loss of -$8.1m (v -8.0m). No improvement yet despite undoubted hard 
work, disposals and restructuring. We presume it would have been much worse 
without the disposals and restructuring. But losses have chewed through 

BFC - 1H20 Results Review

6 mths ended Dec ($m) 1H19 2H19 FY19 1H20 Change Change Comments

on 2H19 on pcp

Profit & Loss A$m A$m A$m A$m % %

Op. Revenue 43.7 42.0 85.7 51.2 21.9% 17.1% Mozzarella production +96% on pcp (ramp up from May 2018) 

Cost of Goods Sold  (40.1) (41.0) (81.1) (47.7) 16.4% 18.8% Milk input prices & cattle feed prices up due to drought. 

Gross Profit 3.6 1.0 4.6 3.5 247.5% -2.3% Small GP decline (drought, PFG contract loss) masks underlying improvements

Gross Profit Margin 8.2% 2.4% 5.4% 6.9% 4.4% -1.4% Small GP decline (drought, PFG contract loss) masks underlying improvements

Other Income 0.6 (0.2) 0.4 1.6 -829.8% 142.9% SGARA biological assets adj $0.8m, Grants $0.1m, Other $0.5m

Cash Operating Expenses (10.4) (13.6) (24.0) (10.7) -21.5% 2.1% Operating expenses up 2% Vs revenue up 17%. Positive trend. 

Cost savings of $7.3m pa claimed to have been implemented.

EBITDA -6.6 -12.4 -19.0 -5.7 -53.9% -14.0% Minor improvement on pcp, but still in loss

Ebitda Margin -15.2% -29.5% -22.2% -11.2% 18.3% 4.0% Ebitda loss margin declining (positive trend)

Depreciation & Amort (0.9) (1.0) (1.9) (1.6) 62.6% 88.8% Significant increase based on rising Mozzarella volumes (+96%)

EBIT -7.5 -13.4 -20.9 -7.3 -45.1% -2.1% Minor improvement on pcp, but still in loss

Ebit Margin -17.2% -31.9% -24.4% -14.3% 17.5% 2.8%

Net Interest Income (Expense) (0.5) (0.8) (1.3) (0.8) 2.0% 51.1% Interest expense up 51% due to net debt up 47% on pcp

Share of Assoc NPAT (NLoss) 0.0 -0.8 -0.8 0.0 N/a N/a

Pre-tax profit (loss) (8.0) (14.9) (22.9) (8.1) -45.5% 1.3% Still in loss

Income Tax Credit (Expense) 2.4 2.8 5.2 2.3 -18.1% -5.0% Tax credits due to continuing losses

Tax Rate -30.2% -18.8% -22.8% -28.3% -9.5% 1.9%

Minorities (share of loss) 0.1 0.3 0.3 0.2 -27.3% 253.4%

NPAT (reported excl NRIs) -5.5 -11.8 -17.4 -5.6 -52.4% 1.5%

Abnormals -5.9 -3.7 -9.6 2.5 -168.1% -142.9% 1H20 is gain on book value on sale of Lobster / seafood assets

NPAT (reported incl NRIs) -11.4 -15.5 -27.0 -3.1 -80.1% -73.0%

Adjustments 5.9 3.7 9.6 -2.5 -168.1% -142.9% Exclude gain on Lobster licences & seafood business

NPAT (normalised) -5.5 -11.8 -17.4 -5.6 -52.4% 1.5% BFC still incurring significant losses Vs its $29m market cap

EPS - Reported (cents) -2.6 -3.5 -6.1 -0.7 -80.1% -73.0%

EPS - Normalised -1.2 -2.7 -3.9 -1.3 -52.4% 1.5%

DPS (cents) 0.0 0.0 0.0 0.0 n/a n/a BFC has only ever paid one small dividend of 0.6c in FY16

Source: Company reports
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significant capital which is now scarce.   

 Tax credit of $2.3m.  

 Reported Net Loss before abnormals -$5.6m (v -$5.5m).  

 Abnormal / non-recurring item - $2.3m gain on sale of Lobster licences (sold to 
external parties) and 32% stake in Ferguson Seafoods (sold back to the Ferguson 
family). The prior period had $5.9m of asset write-downs including writing 
Ferguson Seafoods down by $3.9m to nil.  

 Reported Net Loss of $3.1m (vs -$11.4m pcp) including abnormals. This reduced 
shareholders funds by a further 3.8% for the 6 months.   

Segmental Analysis 

 

Key points 

 Milk intake was down -1% due to the drought with receivals from the four BFC 
dairy farms up 4%, and milk intake from other dairy farmers down about 5%. This 
was a creditable performance in volume terms given the drought and competition 
for milk. 

 Milk processed by BFC must have been up strongly, as very little raw milk was 
traded out this period. 

 Mozzarella production was up 96% on the pcp due to the gradual customer ramp 
up, but is still running well below nameplate capacity. BFC needs more volume. 

 Cheddar production was up a more modest +19%. There was an 8% shift in 
product mix in towards mozzarella which was 84% of cheese production. 
Mozzarella is more profitable, has more by products and does not need to be 
matured for 6 months as required for cheddar, so a much faster working capital 
cycle.  

 Meat Division (Provincial Foods Group at Shepparton) recorded a significant 
increase in sales of +311% (new customers, new products and major customer 
Campbells Soups returning to normal after industrial relations impact in the pcp). 

BFC - 1H20 Segment Review

Half years ended Dec ($m) 1H19 2H19 FY19 1H20 Change Change Comments

31/12/18 30/06/19 30/06/19 31/12/19 on 2H19 on pcp

Milk intake (million litres) 58.1          44.7               102.8       57.4               29% -1.2% Milk intake 10.3% down on budget due to drought

Mozzarella production (tonnes) 2,242       2,145            4,387       4,393            105% 95.9% Mozzarella production up 96% on pcp (ramp up from 5/18)

Cheddar production (tonnes) 698           705                1,403       831                18% 19.1%

Total cheese production (tonnes) 2,940       2,850            5,790       5,224            83% 77.7% Big increase in Mozzarella production; less milk traded out

% of Production

Mozzarella 76.3% 75.3% 75.8% 84.1% 8.8% 7.8% Change in mix towards more profitable mozzarella

Cheddar 23.7% 24.7% 24.2% 15.9% -8.8% -7.8% Change in mix towards more profitable mozzarella

Total cheese production 100.0% 100.0% 100.0% 100.0% 0.0% 0.0%

Dairy farm production (million litres) 8.7            8.4                 17.1          9.1                 8.3% 4.6% Increased herd by 8%

Segment Revenue

Dairy (Mozz from 5/18) 40.9 35.4 76.3 45.5 28% 11.3% Full period of Mozz plant (v ~5 mths in 1H19 pcp)

Meat (from 23/8/18) 1.3 5.2 6.5 5.4 5% 311.7% Full period of PFG acquisition (v 4 months in pcp)

Aust Other / Health 0.1 0.1 0.2 0.1 -54% -42.2% We exclude $2.5m disposal gain on Lobster licences from 1H20

International Other 1.2 1.4 2.6 0.1 -92% -91.2% Immaterial

Unallocated/ Other 0.2 -0.1 0.0 0.1 -159% -53.3%

Total Sales + Other income 43.7 42.0 85.7 51.2 22% 17.1%

Segment EBIT

Dairy -4.2 -4.0 -8.2 -3.3 -17% -20.7% Loss reduced by $0.9m, in a drought impacted period

Meat -1.4 -1.1 -2.4 -2.7 150% 94.2% 1H20 includes ~$1.9m loss making contract terminated Dec 19

Aust Other / Health -0.3 -0.7 -1.0 -0.4 -48% 18.2% Would include Beston Technologies loss & mineral water loss

International Other -0.6 -2.2 -2.8 -0.2 -90% -66.3% Overseas loseses $0.4m lower, but still losing money

Unallocated/ Other -1.0 -5.4 -6.4 -0.8 -86% -23.0% Unallocated costs $0.2m lower

Total EBIT -7.5 -13.4 -20.9 -7.3 -45% -2.1% EBIT loss $0.2m lower than the pcp

Segment EBIT Margins

Dairy -10.3% -11.4% -10.8% -7.4% 4.0% 3.0% Dairy still in loss

Meat -104.3% -20.6% -37.5% -49.2% -28.6% 55.1% Meat still in loss with and without the unviable contract

Aust Other / Health -288.1% -527.2% -420.8% -588.9% -61.7% -300.8% Would include Beston Technologies loss & mineral water loss

International Other -50.2% -155.3% -106.0% -192.6% -37.3% -142.3%

Unallocated/ Other N/a N/a N/a N/a

Total EBIT -17.2% -31.9% -24.4% -14.3% 17.5% 2.8% Still losses everywhere

Source: BFC accounts
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 However production and cost recovery issues on one of the new customers for 
plant-based meat substitute products saw that new contract terminated early by 
BFC as commercially unviable when the customer declined a request for a price 
rise. This contract incurred a $1.9m loss in the period (and presumably more 
since announced on 1/3/19).  

 Excluding that, there was still a $0.8m loss, despite considerable restructuring of 
premises and costs previously.  

Balance Sheet & Cash Flow 

We highlight in yellow the key items for discussion.  

 

 We are increasingly concerned by BFC’s deteriorating balance sheet, despite the 
welcome sale of the Seafood division assets after over a year of trying.  

 The $2.4m share purchase plan in Jan/ Feb 2020 is helpful, but didn’t even cover 
the 1H20 losses of $5.6m. Further possible disposals of Aqua Essence mineral 
water, Neptune Bio stake or Beston Technologies are unlikely to fetch much.  

 Now management is proposing a sale and lease-back of its four dairy farms. 
Whilst we are happy with the strategy of reducing exposure to low returning 
assets (the farms) and increasing investment in high value production (lactoferrin 
expansion), we think this is the wrong way of funding the expansion. We think 
BFC should raise straight equity capital for the exciting lactoferrin project, if it is as 

BFC - Balance Sheet 1H19 2H19 FY19 1H20 Change Comments

31/12/18 30/06/19 31/12/19 on June

Cash 2.1 1.9 1.5 -23.2% -31.1% Cash down 23% to very low level. SPP in Jan since raised $2.4m.

Receivables 18.1 15.7 22.7 44.3% 25.2% Debtors up 44%, Sales up 17%. Debtor days 81 days Vs 67.

Inventories 18.6 14.2 13.8 -2.9% -26.0% Inventories down 3%; Sales up 17%

Other 10.1 0.0 0.0 N/a -100.0%

Total current assets 49.0 31.9 38.0 19.2% -22.6%

PP&E 65.4 68.2 70.2 2.9% 7.3% 2 dairy factories, 4 dairy farms & 1 meat / food factory; $3.7m other Aust assets???

Investments 0.0 0.0 0.0 N/a N/a

Intangibles 14.6 19.4 14.3 -26.6% -2.4% Goodwill $8.2m, Water licences $4.0m, Software $1.5m, Cust contracts $0.6m 

Deferred tax assets 12.9 15.8 18.0 13.7% 39.1% Value of tax losses recognised up 14% in 6 months

Other 7.6 5.3 5.8 9.7% -23.6% Includes $5.7m biological assets (the dairy herd)

Total non-current assets 100.6 108.7 108.2 -0.4% 7.6%

Total Assets 149.6 140.6 146.2 4.0% -2.3%

Payables -13.9 -15.7 -18.1 15.2% 30.4% Creditor days 64 days Vs 67 at June

Interest bearing liabilities - Current -14.2 -5.5 -20.9 279.5% 47.0% $14.7m Farms Facility due 31 May. Lender might extend by up to 6 mths.

Provisions -0.4 -0.4 -0.5 15.9% 18.4%

Other -0.1 0.0 0.0 -100.0% -100.0%

Total Current Liabilities -28.6 -21.7 -39.5 82.2% 38.1%

Interest-bearing liabilities - Non-curr -19.2 -35.8 -26.7 -25.5% 38.6% Long-term debt

Provisions -0.1 -0.2 -0.3 45.3% 103.1%

Other -1.9 -2.8 -2.7 -4.3% 37.1%

Total Non-current Liabilities -21.3 -38.8 -29.6 -23.7% 38.9%

Total Liabilities -49.9 -60.4 -69.1 14.3% 38.4% Serious increase in liabilities has us concerned

Total Shareholders' Equity 99.7 80.1 77.1 -3.8% -22.7% Shareholders Equity continues to decline with losses and impairments

Liquidity & Leverage

Net Cash (Debt) $m -31.3 -39.4 -46.1 17.1% 47.2% Net debt up $6.7m (17%) since June and up $14.8m (47%) in 12 months

Net Debt / Equity % 31% 49% 60% 11% Gearing now 60% (was 49%) and losses continue

Net Debt / EBITDA -2.4x -2.1x -4.0x Doesn't look good

ROA (EBIT / TAssets) % -10.0% -14.9% -10.0% Serious negative return on total assets

ROE (NPAT / TEquity) % -11.1% -21.7% -14.6% Serious negative return on total equity

Interest Cover (EBIT) -14.4x -16.2x -9.4x Doesn't look good

Dividend Cover n/a n/a n/a Only 1 dividend ever paid

Cash Flow

EBITDA -6.6 -12.4 -19.0 -5.7 -53.9% -14.0%

Chge in Working Capital 6.2 14.8 21.0 -4.2 -128.3% -167.3% Change in working capital goes negative again

Interest Received (Paid) -0.5 -0.8 -1.3 -0.8 2.1% 58.1%

Income taxes paid 0.0 0.0 0.0 0.0

Other -3.4 -6.4 -9.8 -0.8 -87.9% -77.4%

Operating cash flows -4.3 -4.8 -9.1 -11.4 139.4% 163.8% Operating cash out flows continue

Capex -3.3 -9.1 -12.3 -3.4 -62.1% 4.3% BFC continues to invest in its 2 businesses, which we like

Acqns & Investments -6.4 5.5 -0.9 0.0 -100.0% -100.0%

Sale of non-current assets 0.3 0.3 0.6 8.1 2244.7% 3053.5% Sale of Lobster licences $7.5m, 32% stake in Ferguson $0.750m, less costs 

Other -0.2 -0.3 -0.4 0.0 -100.0% -100.0%

Net investing cash flows -9.6 -3.4 -13.0 4.7 -237.4% -148.9%

Equity raised (bought back) 0.0 0.0 0.0 0.0 n/a n/a SPP raised a further $2.4m in January

Dividends paid 0.0 0.0 0.0 0.0 n/a n/a

Change in Debt 12.0 7.8 19.8 6.3 -19.9% -47.7% Debt increaded by $6.3m in the last 6 months, and by $26m in the last 18 months

Other 0.0 -7.8 0.0 0.0 -100.4% N/a

Financing cash flow 12.0 0.0 19.8 6.3 n/a -47.4%

Change in Cash -2.0 -0.4 -2.3 -0.4 16.3% -78.4% Cash continues to decline, and debt continues to rise

Source: BFC accounts
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compelling as management say. However current stock-market conditions and the 
unpopular / unpalatable corporate structure and associated lack of transparency 
on the true management cost structure make this extremely difficult.  

 

 

Description of Businesses 

 

BFC listed in August 2015 at $0.35 per share as an investment company to hold selected 
investments in the Australian food and beverage industry, and with a particular focus on 
products suitable for export to China and South East Asia. Today the BFC investment 
portfolio has three wholly owned businesses, and 4 investment positions in investee / 
incubator companies. A major restructuring has been underway since the new CEO 
Jonathan Hicks joined in January 2019. 
 

Dairy ($101m book value - 69% of segment assets)  
 

 Two recently refurbished and upgraded cheese factories at Murray Bridge (cheddar 

and other hard cheeses) and Jervois (mozzarella) in South Australia. These have a 

combined 300 million litres annual milk processing capacity, but are currently 

operating at about one third of that. These factories were purchased out of 

receivership in 2015 for $4.5m, before an extensive refurbishment, reopening in 

December 2015. A new $26.5m mozzarella line installed at Jervois, commenced 

production in February 2018 and full production in May 2018. Estimated capacity 

10,000 tonnes pa at Murray Bridge and 16,000 tonnes pa at Jervois. 

 Cream cheese processing and packing facility (acquired for $2.2m and relocated 

from Thomastown Melbourne to Murray Bridge, and refurbished and upgraded). 

 Contract manufacturing facility eg “Le Rice” dairy desserts for Lion Nathan. 

 Lactoferrin extraction plant – located at Jervois, but acquired separately in 2015 for 

$7.0m from Probiotec (PBP). PBP installed the plant here in 2012 at a cost of 

$22.0m after relocating it from Malanda Queensland. This plant has been idle for 

over 3 years, restarted in February 2019 to process whey from the mozzarella plant 

into high value proteins for infant formula and pharmaceuticals.  

 Four dairy farms in the Mt Gambier region of South Australia, with approximately 

3,470 dairy cows and expected annual milk production of around 17m litres. 

Kurleah (314 hectares, located at Allendale East, 30klms south from Mt Gambier), 

cost $7.2m including livestock, plant and equipment; and Pedra Branca (3 farms 

totalling 1,229 hectares, 20 klms south of Mt Gambier). Cost $19.2m including 

livestock. BFC also believes these farms were acquired at prices below market 

value – the Pedra Branca farms were acquired from the banks out of receivership.  
 

Provincial Food Group (9% of segment assets) 
 Specialist provider of pre-cooked meat products to supermarkets, food service 

and exports, based at Shepparton Vic.  

 100% owned since 23/8/18 (previously 45% indirect interest via convertible 

notes).  

 Book value $13.7m or about 9% of Total Group Assets. 
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Australia – Other (Segment book value $3.8m or 2%) 
 

 Aqua Essence (51% owned; BV $370k at 30/6/18, now written down to Nil) - 

Mineral water business. Owns rights to ~ 140 million litres of water pa sourced 

from underground aquifers surrounding the Blue Lake in Mt Gambier. 

 Neptune Bio-Innovations (9.9% equity stake of $5.7m + $5.9m C/note; BV of 

$11.6m has now been written down to nil) - An accredited Research & 

Development food contract manufacturer operating in the food and beverage, 

nutritional, personal care and nutraceutical product industries. Sydney based. 

 Beston Technologies - BFC has an option to purchase an 80% shareholding in 
Brandlok Protection Solutions Pty Ltd (BBPS). Data Dot Technology Limited (DDT) 
owns the other 20%. BBPS has developed an anti-counterfeiting system, whereby 
a BrandLok infrared and ultraviolet seal applied to a packaged product can be read 
by a consumer at the point of purchase to verify the authenticity of the product, and 
other information. The core technology was originally developed by the CSIRO. 
BFC has funded further development and applications of the technology to build a 
track and trace system, and applied it to some BFC food products. A proposed 
merger of Beston Technologies and Data Dot was announced in February 2018, 
valuing Beston Technologies at $13.0m and DDT at $7.0m, but the heads of 
agreement was terminated in August.  

Corporate (Segment book value $27.5m, 19% of Total assets) 

 Deferred tax assets $18.0m 

 Shepparton freehold factory (rented to Provincial Food Group) $6.5m 

 Other $3m 
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Management Agreement 

 BFC has an external management structure, with the senior management team 
(CEO & CFO and their assistants) employed by Beston Pacific Asset Management 
Pty Ltd (BPAM). BFC pays BPAM a management fee equal to 1.20% per annum 
(plus GST) of the gross portfolio value of BFC. This was $2.380m in FY17, 
$2.422m in FY18, and $2.383m in FY19.  

 In addition, there is a performance fee of 17.5% of the out-performance of BFC 
shares over the All Ordinaries Accumulation index, subject to a clawback from 
prior negative years. BFC’s share price out-performed the benchmark by 16.7% in 
FY16 (year 1), but BPAM waived the right to receive the outperformance fee 
entitlement for that year of $4.351m. There was no performance fee payable for 
FY17, FY18 or FY19 as BFC’s share price under-performed the benchmark 
significantly.  

 The term of the agreement is 5 years plus an automatic extension for a further 5 
years, unless terminated earlier (under very strict rules summarised in the 
prospectus p110; e.g. if the Investment Manager becomes insolvent). After the 
initial term, BFC may terminate the management agreement on 3 months’ notice 
where an ordinary resolution of the shareholders is passed. A termination fee is 
payable to the Investment Manager in that circumstance. The termination fee is 
5.0% of the Portfolio value reduced by one sixtieth for each calendar month 
elapsed between commencement of the term (or extended term). Portfolio Value is 
the “Fair market value of the portfolio at 30 June and 31 December of each year”.   

 BFC has stated that the “fee paid to BPAM is less than the actual costs incurred by 
BPAM, which the fee was intended to cover”. However we have no way of verifying 
that. In any event, it probably means that costs are simply too high, or that there 
has been too many complexities and distractions (e.g. the overseas operations).  

 In the recent Chairman’s AGM statement, the Chairman stated that “BPAM has 
made it known that at some point, it would accept the collapsing of this 
arrangement. However, that point would will be when it is in the best financial 
interest of the BFC shareholders to do so.”  

 We think that collapsing this external agreement would help simplify the company, 
and so would be positively viewed by shareholders and investors, subject to the 
termination fee being calculated (and possibly negotiated down) and the costs and 
benefits being explained adequately. The 5 year mark is approaching (August). 3 
months notice would mean May which is now.  

 
 



PhillipCapital | Equity Research 
Beston Global Food Co Ltd (BFC) 

Page 14 

 

 

 

Beston Global Food Company Limited (BFC) 0.062$   

Profit & Loss Per share & Ratio data

Year end June ($m) FY19 FY20e FY21e FY22e Year end June FY19 FY20e FY21e FY22e

Op. Revenue 85.7 96.4 110.9 116.4 Reported EPS (cents) (6.1) (1.2) 0.0 1.6

Revenue growth % 79.0% 12.5% 15.0% 5.0% Growth 114.2% -80.3% -103.0% 4291.2%

Cost of Goods Sold  (81.1) (85.0) (86.7) (91.0) P/E ratio (x) -1.0x -5.2x 170.9x 3.9x

Gross Profit 4.6 11.4 24.2 25.4 EPS (norm)(cents) (3.9) (1.8) 0.0 1.6

Gross Profit Margin 5.4% 11.8% 21.8% 21.8% Growth 97.0% -55.1% -102.1% 4291.2%

P/E ratio (x) -1.6x -3.5x 170.9x 3.9x

Other Income 0.4 2.6 1.4 1.4

Cash Operating Expenses (24.0) (20.2) (20.5) (21.4) DPS (cents) 0.0 0.0 0.0 0.0

EBITDA -19.0 -6.9 5.5 12.3 Franking 0% 0% 0% 0%

Ebitda Margin -22.2% -7.2% 5.0% 10.6% Yield 0.0% 0.0% 0.0% 0.0%

Depreciation & Amort (1.9) (3.3) (3.5) (3.6) OCF per share (cents) -2.1 -2.5 0.9 2.3

EBIT -20.9 -10.2 2.1 8.7 Price/OCF (x) -3.0x -2.5x 7.2x 2.7x

Ebit Margin -24.4% -10.6% 1.9% 7.5% EV/ Sales 0.8x 0.8x 0.7x 0.7x

Net Interest Income (Expense) (1.3) (1.7) (1.9) (1.2) EV/EBITDA -3.6x -11.1x 14.8x 6.6x

Share of Assoc NPAT -0.8 0.0 0.0 0.0 EV/EBIT -3.3x -7.5x 39.7x 9.3x

Liquidity & Leverage

Pre-tax profit (22.9) (11.9) 0.2 7.5 Net Cash (Debt) $m (39.4) (47.5) (52.9) (51.8)

Income Tax Credit (Expense) 5.2 3.6 0.0 0.0 Net Debt / Equity % 49% 62% 69% 61%

Tax Rate -22.8% -30.0% 0.0% 0.0% Net Debt / EBITDA n/a n/a 9.6x 4.2x

Minorities (share of loss) 0.3 0.3 0.0 0.0 ROA (EBIT / TAssets) % -14.9% -6.9% 1.3% 5.3%

Abnormals -9.6 2.5 0.0 0.0 ROE (NPAT / TEquity) % -21.7% -10.4% 0.2% 8.9%

NPAT (reported incl NRIs) -27.0 -5.5 0.2 7.5 Interest Cover (EBIT) -16.2x -6.0x 1.1x 7.3x

Adjustments 9.6 -2.5 0.0 0.0 Dividend Cover n/a n/a n/a n/a

NPAT (normalised) -17.4 -8.0 0.2 7.5

Balance Sheet Cash Flow

Cash 1.9 2.3 1.9 3.0 EBITDA -19.0 -6.9 5.5 12.3

Receivables 15.7 20.7 22.8 24.0 Chge in Working Capital 21.0 -2.8 0.4 -0.4

Inventories 14.2 14.0 14.1 14.8 Interest Received (Paid) -1.3 -1.7 -1.9 -1.2

Other 0.0 0.0 0.0 0.0 Income taxes paid 0.0 0.0 0.0 0.0

Total current assets 31.9 37.0 38.8 41.7 Other -9.8 0.0 0.0 0.0

PP&E 68.2 72.2 78.2 84.2 Operating cash flows -9.1 -11.4 4.1 10.8

Investments 0.0 0.0 0.0 0.0

Intangibles 19.4 14.4 14.4 14.4 Capex -12.3 -7.3 -9.5 -9.6

Deferred tax assets 15.8 19.8 19.8 19.8 Acqns & Investments -0.9 0.0 0.0 0.0

Other 5.3 5.3 5.3 5.3 Sale of non-current assets 0.6 8.1 0.0 0.0

Total non-current assets 108.7 111.7 117.7 123.7 Other -0.4 0.0 0.0 0.0

Total Assets 140.6 148.7 156.5 165.4 Net investing cash flows -13.0 0.8 -9.5 -9.6

Payables -15.7 -17.7 -20.3 -21.3 Equity raised (bought back) 0.0 2.4 0.0 0.0

Interest bearing liabilities - Current -5.5 -5.5 -5.5 -5.5 Dividends paid 0.0 0.0 0.0 0.0

Provisions -0.4 -0.4 -0.4 -0.4 Change in Debt 19.8 8.5 5.0 0.0

Other 0.0 0.0 0.0 0.4 Other 0.0 0.0 0.0 0.0

Total Current Liabilities -21.7 -23.6 -26.3 -26.9 Financing cash flow 19.8 10.9 5.0 0.0

Interest-bearing liabs - Non-current -35.8 -44.3 -49.3 -49.3 Change in Cash -2.3 0.4 -0.4 1.1

Provisions -0.2 -0.2 -0.2 -0.2

Other -2.8 -3.5 -3.5 -6.6 Segment Revenue

Total Non-current Liabilities -38.8 -48.0 -53.0 -56.1 Dairy 76.7 86.0 97.8 112.4

Total Liabilities -60.4 -71.6 -79.3 -83.0 Meat 6.5 11.0 12.8 17.7

Aust - Other 0.3 0.2 0.2 0.2

International - Other 2.6 0.7 0.7 0.7

Total Shareholders' Equity 80.1 77.1 77.2 82.5 Unallocated/ Other 0.0 0.2 0.0 0.0

Total Sales + Other Rev 86.1 98.1 111.4 131.0

Segment EBIT

Interims Dairy -8.2 -4.0 5.9 11.7

Year end June 1H19 2H19 1H20 2H20e Meat -2.4 -3.6 -1.2 -0.4

Sales 43.7 42.0 51.2 45.2 Aust - Other -1.0 -0.7 -0.7 -0.7

Sales Growth (g) 138.3% 42.1% 17.1% 7.8% International - Other -2.8 -0.4 -0.4 -0.4

EBITDA -6.6 -12.4 -5.7 -1.2 Unallocated/ Other -6.4 -1.5 -1.5 -1.5

EBITDA Margin -15.2% -29.5% -11.2% -2.6% Total EBIT -20.9 -10.2 2.1 8.7

EBIT -7.5 -13.4 -7.3 -2.9 Segment EBIT Margins

Equity Share of Assocs NPAT 0.0 -0.8 0.0 0.0 Dairy -10.8% -4.7% 6.0% 10.4%

NPAT (Reported incl.NRIs) -11.4 -15.5 -3.1 -2.4 Meat -37.5% -32.4% -9.3% -2.2%

NPAT (Normalised) -5.5 -11.8 -5.6 -2.4 Aust - Other -412.4% -350.0% -350.0% -350.0%

EPS (norm)(cents) -1.2 -2.7 -1.3 -0.5 International - Other -106.0% -57.1% -57.1% -57.1%

EPS growth (g) 87.3% 102% 1.5% -81.7% Unallocated/ Other N/a N/a N/a N/a

DPS (cents) 0.0 0.0 0.0 0.0 Total EBIT -24.2% -10.4% 1.9% 6.6%

Source: Phillip Capital estimates
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Recommendation Criteria 
 

Investment View 

PhillipCapital Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield. 

 

  Buy              Accumulate Hold Reduce  Sell 

>20% 10% – 20% 0% – 10% 0% to -10% >-10% 

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view. 

Risk Rating 

PhillipCapital has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: 
Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis. 

 

Disclaimer/Disclosure 

This publication has been prepared solely for the information of the particular person to whom it was supplied by Phillip Capital Limited 
(“PhillipCapital”) AFSL 246827. 

 
Warning 

This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is 
appropriate to your particular investment objectives, financial situation or particular needs. Prior to making any investment decision, you should 
assess, or seek advice from your adviser, on whether any relevant part of this report is appropriate to your financial circumstances and 
investment objectives. 

PhillipCapital’s Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, 
based on developments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated 
therein. The information contained in this report is drawn from sources believed to be reliable, but the accuracy and completeness of the 
information is not guaranteed, nor in providing it does PhillipCapital assume any liability. This information is given as of the date appearing on 
the report and PhillipCapital assumes no obligation to update the information or advise on further developments relating to these securities. 

PhillipCapital and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. 
This publication must not be distributed to retail investors outside of Australia. 
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The views expressed in this research report accurately reflect the personal views of the author about the subject issuer and its securities. No part 
of the analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report. 

The author of this report does hold an economic interest in the securities covered in this report or other securities issued by the subject issuer 
which may influence this report: 

 

Disclosure of Corporate Involvement 
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transmitted or distributed in any way without prior written permission from PhillipCapital. Modification of the materials for any other purpose is 
a violation of the copyrights and other proprietary rights of PhillipCapital. 

 

Regulatory Disclosure 
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