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    1 WCB FY2013 Results Presentation 

FY2013 - 12 months to 30 June 2013 - Results Presentation 
September 2013 

  

Warrnambool Cheese & Butter Factory Company Holdings Limited (ASX:WCB) 
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• Overview 
• Results Discussion & Analysis (“RD&A”) 
• Strategy & Initiatives 
• Outlook 
• Summary 
• Appendices 

Agenda 
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• Key performance factors 
 Total revenues maintained through product mix adjustment to maximise returns  
 Profitability impacted by depressed international prices, high $AUD v $USD, high raw milk costs 
 Reduced milk intake due to climatic conditions. Lower milk to manufacture, less product availability 

 
• NPAT – $7.5 million, down 50.7% on FY2012 

 Margin squeeze; lower prices and higher cost base due to fierce competition for raw milk 
 

• WCB Milk Intake  - 890 million litres, down 3.1% on FY2012 
 WCB milk from dairy farmer suppliers - 846 million litres, up  2.1%, in an environment of production decline 

• Australia down 3.0% 
• Vic down 2.8%, 
• Western Vic down 3.9% 
• SA down 3.0%      

 WCB supplier numbers – Up 2.3%, positioned well for future 
 Milk intake from other sources down 44 million litres due to low availability of surpluses from other processors 

 
• WCB Production – down 4.5% to 142,908 tonnes 

 Production down due to lower milk intake and less milk directed to manufacture 
 WCB used its manufacturing flexibility to adjust product mix to maximise returns 

 
 

FY2013 Overview 

WCB performed serviceably in a very competitive and difficult market 
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• Prices – across the year, International prices down, although rebounded in Q4FY13 
 International market prices for Q1 to Q3 of FY2013 down 12.0%, late Q4 surge in prices insufficient to offset YTD impact 
 Depressed USD prices further exacerbated by high AUD 

 

• Strategic Initiatives & Alliances – WCB continues to invest in new & innovative dairy products & 
markets on behalf of customers, shareholders and suppliers: 
 Kraft Manufactured Cream Cheese - exported under Sungold & Warrnambool brands - exclusive agreement with WCB 
 Kraft Livefree Low fat cheese – WCB IP formulation, launched under Kraft Livefree brand, lowest fat cheese on market 
 Lactoferrin Plant – licence agreement with Tatua Co-op of N,Z. New plant under construction at WCB  
 Premium powder agreement signed with Mitsubishi Corporation, Japan 
 Instantised Whey Protein Concentrate  (IWPC) – WPC plant capability upgrade completed 
 Great Ocean Road (“GOR”) – agreement with Coles on branded Cheese underpinned 95% increase in Spec. Cheese vol. 
 Great Ocean Ingredients (“GOI”) – j.v. with Friesland Campina. ~25% capacity upgrade to meet demand growth for GOS  

 

• Net Debt & Gearing – Net Debt $75.4 million. Gearing - Debt / (Debt + Equity) 31.8% 
 Net Debt increased from $50.3 million to $75.5 million  
 Trade and other receivables temporarily increased by $19.6 million with June 2013 revenues up $20.5m  
 Excluding the receivables increase, Net Debt would be $55.9 million and gearing would 25.8% 
 

• Dividend – 11 cents per share (cps) fully franked – 81% payout ratio reflects confidence in outlook 
 Record Date - 9 September 2013 
 Payment Date - 27 September 2013 

FY2013 Overview 

WCB in good shape - continuing to secure & invest in long term value creating initiatives 
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RD&A – Income statement 

Year ended 30 June  
 

2012 
 

2013 
 

Revenue 497.8 496.5 

Earnings before Interest,Tax, Depn. & Amort. (EBITDA) - A$m 35.5 25.5 

Earnings before Interest & Tax (EBIT) - A$m 22.8 13.7 

Profit before Tax (PBT) - A$m 19.7 9.6 

Net Profit after Tax (NPAT) - A$m 15.2 7.5 

Return on Invested Capital (ROIC) - % 14.6% 10.4% 

Return on Equity (ROE) - % 9.4% 4.6% 

Earnings per share (EPS) - cents per share 27.8 13.6 

Dividend per share (DPS) - cents per share 15.0 11.0 

 
Highly competitive market 
• lower international commodity prices, high Australian dollar & raw milk prices, reduced milk intake – lower production 
• EBITDA decline by 28.0% 

  

F
or

 p
er

so
na

l u
se

 o
nl

y
0006



    6 WCB FY2013 Results Presentation 

• Overview 
 Total revenues maintained through product mix adjustment to maximise returns  
 Profitability impacted by depressed international prices, high $AUD v $USD, high raw milk costs 
 Reduced milk intake due to climatic conditions. Lower milk to manufacture, less product availability 

 
• Raw milk costs 

 Lower absolute cost versus previous year however high milk cost relative to the market conditions 
 Milk cost to commodity revenue ratio increased from 83.6% LY to 85.9% in FY2013, an impact of $8.4 million  

 
• International market prices 

 Prices achieved in the export market in FY13 were depressed (down 12.0%) until Q4FY2013. 
 WCB is investing in a higher value product mix to deliver price/margin premiums and reduced volatility relative to commodity 

products 
 

• Foreign exchange 
 AUD remained at elevated levels for majority FY2013  
 Q4FY2013  AUD devaluation came too late to materially impact full year results  

 
• Sales volume & revenue 

 Sales equivalent volumes (tonnes) and revenues flat versus previous year. Product mix changed significantly  
 Commodities -4.6%, Consumer goods +16.2%, closing inventory -8.0%  
 Milk to manufacture -10.2%, direct milk sales to fresh milk market customers +72.5% 

Income Statement - Discussion 
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Joint Venture Contributions FY2013 

A$m GOI1 WCBJ2 Total 

Operating Profit before translation and tax 4.5 4.2 8.7 

Translation      (3.4)     

Tax (0.3) (1.7) (2.0) 

JV NPAT 0.9 2.5 3.4 

WCB Equity Component 0.4 1.2 1.7 
1  GOI (Great Ocean Ingredients JV)      2  WCBJ (Warrnambool Cheese & Butter Japan JV) 
 
 Before translation and taxation both joint ventures performed as expected 
 In accordance with accounting standards, at 30/6/13 GOI recognised an unrealised loss on translation due to the late 

depreciation in the AUD versus the Euro 
 A low AUD against the Euro benefits GOI’s revenues; all sales made in Euro’s  
 Strong cash flow from operations applied to debt reduction; GOI gearing down from 48.9% to 41.6% 
 WCBJ operations expanded to include exclusive agency’s for non competing products from NZ & EU 
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Consumer Goods Contributions FY2013 
Packaged 

Milk 
Retail 

Cheese 
Prime 

Nutrition 

Sales Volumes 29.3 ml 2,117 mt 62 mt 

Growth %  13.2  90.6  (2.7) 

EBIT $’ million (1.0) (0.9) (0.2) 

 Packaged Milk achieved strong growth in market where pricing constrained due to highly competitive supermarket channel 
 In the difficult fresh milk pricing environment additional volume is being sought to achieve a positive EBIT  

 
 Retail Cheese grew volumes significantly and is meeting WCB’s margin expectations 

 The strong margin supported by further volume growth will provide a positive EBIT outcome 
  

 Prime Nutrition volumes and pricing flat in very competitive nutritionals market 
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RD&A – Balance Sheet 
As at 30 June 
  

2012 
 

2013 
 

Trade Working Capital - A$m 109.2 129.3 

Total Assets - A$m 276.5 306.6 

Total Equity - A$m 160.7 161.8 

Net Debt - A$m   50.3 75.5 

Gearing (net debt/net debt + equity) - % 23.8 31.8 

Gearing (net debt/equity) - % 31.3 46.7 

Gearing within WCB long term target range  

• Balance sheet strength maintained 
 Working capital and total asset increase reflects an increase in trade receivables following a high June sales month ($20.5m) 
 Working capital and debt will decrease as debtors fall back to more traditional level 

 

• Capex 
 FY2013 - $15.4 million 
 FY2014 - $22.6 million (includes sustaining and new project expenditure) 
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