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2018 Half Year Financial Results 

 

Bubs Australia (ASX: BUB), producer of premium infant nutrition products and Australia’s largest producer 

of goat dairy products, including BubsÒ Goat Milk Infant Formula and CapriLacÒ, submits the following 

Activities Report and auditor reviewed financial results for the half year ended 31 December 2017. 

 

A PERIOD OF BUSINESS GROWTH AND STRUCTURAL ADVANCE 
 

• 1H focus on expanding domestic market, the vital prerequisite for international expansion.  

• Significant domestic growth in terms of supermarket and pharmacy footprint, wholesale 

distribution, product offering and revenue – accounting for 82% of 1H FY18 gross sales.  

• Product mix led by BubsÒ Infant Formula with gross sales +176% versus same period last year. 

• Acquisition of NuLac Foods provides pathway to become Australia’s only vertically integrated 

producer of goat milk infant formula: provenance and sustainability sought by key markets. 

• Continued investment in personnel, marketing and distribution. 

• Strong foundation for shifting 2H focus to accelerating volume in China.  

• Strong capital base confers optionalities in strategic execution. 

 

Bubs Australia Chief Executive Officer, Nicholas Simms said: “The first half of the year has been a period of 

accelerating growth of Bubs domestic platform.   

 

“We continued to make strong progress in building our distribution, and securing ranging with key 

retailers, such as the recent Woolworths announcement. We also gained further momentum in the 

pharmacy segment through our partnership with HealthOne and pharmaceutical retailers. These 

developments led to growth in domestic revenue doubling same period year on year.   

 

“At the same time we have greatly expanded the e-Commerce distribution capacity for our emergent China 

business with expanded product representation on NetEase Kaola.com, VIPshop and Kidswant during 1H 

FY18, combined with signing an Agreement with JD.com this month. 

 

“The successful acquisition of NuLac Foods in December 2017 created further options for growth with 

Bubs to become Australia’s only vertically integrated producer of goat milk infant formula. We now have 

control and ownership from the farm gate, and the capacity to meet growing future demand derived from 

Australia’s largest herd of milking goats and complimented by additional capacity from New Zealand. 

 

“Most importantly, the NuLac Foods acquisition gives Bubs a secure ‘pathway to provenance’ increasing 

our appeal both domestically and in the Chinese market on which we will be increasing our focus in the 

second-half onward,” Mr Simms said. 
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Financial Performance 

 

Bubs Australia continues to deliver consistent positive sales growth, quarter on quarter throughout FY17 

and into 1H FY18. 

 

• 1H Gross Sales was $3.72 million, up 92% on same period last year, and up 44% on previous half.  

• Strong recurring domestic performance, accounting for 82% of total 1H FY18 revenue. 

• Growth was driven by Infant Formula sales accounting for 70% of total 1H FY18 product mix, up 176% 

same period last year. 

• Statutory loss before tax of $3.85 million. Increased costs relate to the NuLac Foods acquisition, capital 

raising and administration to support the strong growth.  

 

 

Cash Position 

 

Bubs Australia continues to maintain a strong balance sheet with A$8.7 million in cash reserves as at  

31 December 2017, with $2m debt facility taken from NuLac Foods acquisition. 

 

 

Board & Executive Appointments 

 

New Chair appointed 

 

In August 2017, the Company appointed Mr Dennis Lin as Chairman of Board. Dennis is a Partner at BDO 

and their National Leader of China Advisory Services. He has practiced as both a Chartered Accountant and 

Solicitor in Australia, and specialises in commercial transactions, merger and acquisitions, and capital 

market activities between Chinese and Australian businesses. Dennis is fluent in both English and 

Mandarin. 

 

John Gommans joins Board 

 

In December 2017, John Gommans was appointed to the Board in the role of Executive Director. John was 

the co-founder and former CEO of NuLac Foods prior to the acquisition. He is considered to be a true 

pioneer in the formation of Australia’s goat dairy industry and has decades of management experience in 

dairy farming, integrated supply chain management, and dairy manufacturing.  

 

Group Financial Controller appointed 

 

In February 2018, Iris Ren joined Bubs Australia management team in the role of Group Financial 

Controller, from KPMG’s CFO Advisory team. In this role, she specialised in providing IFRS advisory 

services and transaction support to a range of companies to assist in a variety of Accounting and Finance 

roles. Prior to that, Iris worked for over 7 years in the assurance division of BDO and is a current member 

of the Institute of Chartered Accountants Australia. Iris is also fluent in both English and Mandarin. 
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NULAC FOODS ACQUISITION & MILK SUPPLY AGREEMENT 

 

On 20 December, Bubs Australia completed the acquisition of 100% of NuLac Foods, the owner of 

CapriLacÒ and Coach House DairyÒ brands, and acquired 49.9% equity interest in their dairy processing 

facility. The acquisition was underpinned by an Agreement guaranteeing Bubs Australia exclusive rights to 

100% of their goat milk supply from Australia’s largest goat milking herd, and New Zealand operations. As 

well as exclusive milk supply, Bubs Australia has a call option over the farms themselves. 

 

The Board is working with management to seamlessly integrate the businesses. Many synergies have 

been identified between the multiple brand portfolios in terms of retail sales, operations, marketing and 

administration, bringing efficiencies into the integrated business model and corporate structure.  

 

The acquisition of NuLac Foods brings new revenue streams and additional growth drivers into the 

business and accelerates the Company’s plans to be the leading Australian producer of goat dairy 

products, both for the domestic market and China where demand has grown well in excess of 30% per 

annum for the last three years.  

 

With the acquisition, Bubs Australia has significantly expanded its product offering and domestic 

penetration with CapriLacÒ and Coach House DairyÒ product lines not only ranged in Coles and 

Woolworths, but also providing the Company with new customers such as Aldi supermarkets, Coles 

Express and 7-Eleven convenience stores, as well as industrial customers.  

 

 

IMPLEMENTATION OF KEY STRATEGIC PILLARS 

 

In the 12 months since listing on the ASX, Bubs Australia has made significant progress against the four 

key pillars that underpin the Company’s future growth strategy, including: 

 

 

Increased Domestic Penetration 

 

Improve availability of products through key domestic grocery and pharmacy retailer accounts, to gain 

market share by improved points of distribution. 

 

Bubs has continued to make significant progress in expanding domestic distribution. Strong domestic 

presence and uptake by leading supermarkets, pharmacy chains, and wholesalers is seen as a 

prerequisite for building a sustainable business in China. 

 

This has led to a continuous stream of account wins in Australia and a consequent substantial increase in 

footprint.  Not counting the recently announced contract with Woolworths, BubsÒ product can now be 

found in excess of 2,000 points of sale around Australia.  
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Coles 

BubsÒ Infant Formula has been one of the fastest growing brands in the category, up 115% in last 13 

weeks versus same period prior year (Source: AC Nielsen scan data as at 31 December 2017). In October 

2017, Coles once again expanded BubsÒ footprint increasing the total store count by 10% to 504. 

 

Woolworths (from 2H FY18) 

In February, the Company announced confirmation of ranging of BubsÒ Infant Formula in Woolworths, the 

largest supermarket chain in Australia. Product is expected to be on-shelf in April 2018 in key stores with 

identified high demand for infant milk formula. 

 

Costco 

BubsÒ Infant Formula sales in Costco’s national wholesale catalogue continue to grow steadily and floor 

display ranging has expanded to Ringwood and Moorabbin warehouses, in addition to Auburn. 

 

Pharmacy 

In July 2017, the Company announced a partnership with HealthOne, Australia’s leading healthcare field 

services provider. Since then pharmacy sales have grown 459%. 

 

In August 2017, Bubs Australia entered into a wholesale Supply Agreement with Australian 

Pharmaceutical Industries (API). In combination with pre-existing agreements with other key national 

wholesale distributors of pharmaceutical products, including Sigma Healthcare and Symbion, the 

Company now has the ability to supply all pharmacies nationally. 

 

In September 2017, Bubs Australia confirmed ranging with Pharmacy 4 Less chemists, with both BubsÒ 

food and formula products now sold in all stores. 

 

Aldi 

In January 2018, CapriLacÒ fresh milk launched a trial into Aldi supermarkets in two states. Management 

are exploring further opportunities to partner with Aldi. 

 

 

Enhanced Asian Focus 

 

Build on Asian activities with key partners to leverage Bubs certified organic status and Australian 

provenance. 

 

The primary focus for the first half has been on developing new direct partnerships and building upon 

existing partnerships with major Chinese e-Commerce platforms.  

 

Total 1H FY18 China sales have grown 96% compared to same period last year and account for 13% of 

BubsÒ group sales. Importantly, goat milk formula experiences significantly less competition and benefits 

from premium pricing. Growth has been driven by customer demand from direct partnerships and 

expansion of product offering with the following principal accounts: 
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Netease Kaola.com 

Netease remains a key customer of BubsÒ Infant Formula and Bubs OrganicÒ Baby Food pouches. In 

September 2017, the Company expanded the product portfolio available on the platform to include Bubs 

OrganicÒ Baby Cereals and more recently, Kaola.com have confirmed ranging for CapriLacÒ Goat Milk 

Powder, which is expected to be available for sale on the platform over the coming months. 

 

VIP 

In September 2017, Bubs Australia entered into a direct International Supply Agreement with online 

marketplace giant VIPshop, with BubsÒ entire range of infant formula, baby food pouches, cereals and 

snacks now available for sale on the platform. 

 

Kidswant 

In September 2017, Bubs Australia formed a direct partnership with Kidswant Children Products to sell 

BubsÒ entire range of infant formula, baby food pouches, cereals and snacks on their leading ‘Mother and 

Baby’ e-Commerce platform with a membership of over 7 million new mothers. 

 

Chemist Warehouse Tmall Global 

In October 2017, Bubs Australia announced a new agreement with Chemist Warehouse to range BubsÒ 

Infant Formula, Bubs OrganicÒ Baby Cereals and Toothy RusksÒ on their Tmall Global e-Commerce store. 

 

JD.com 

Bubs Australia recently announced the Company has entered into an International Supply Agreement with 

Chinese e-Commerce giant JD.com. BubsÒ entire range of infant formula, baby food pouches, cereals and 

snacks, as well as CapriLacÒ goat milk powder are expected to be ranged on JD.com from March 2018. 

 

Product Distribution in China 

 

To date the Company’s route to China has been via cross-border e-Commerce, whilst management has 

been engaged in securing import registration for all of BubsÒ products and are pleased to report that 

BubsÒ baby food pouches and cereals can now be imported through regular customs channels and sold in 

physical stores in China.  

 

In addition, management are at an advanced stage of finalising contractual arrangements with a preferred 

CNCA licenced canning facility enabling them to submit an application for registering BubsÒ Goat Milk 

Infant Formula products.  

 

Principal progress and developments are:   

 

BubsÒ
 
Baby Food pouches and cereals 

In January 2018, Bubs Australia received certification from China Certification & Inspection Group 

Shanghai (CCIC) validating China Inspection and Quarantine (CIQ) declaration for the physical importation 

of BubsÒ baby food pouches, cereals and snacks. This means these products can now be imported through 

regular customs channels and then sold in physical stores throughout China.  
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In partnership with Brilite Nutritionals, Bubs Australia is now in discussion and commercial negotiations 

with key ‘Mother and Baby’ chains to commence trials of BubsÒ baby food products. The company expects 

products to be available on China’s retail shelves in Q4 FY18.  

 

BubsÒ Goat Milk Infant Formula 

Groundwork on registration of BubsÒ Infant Formula advanced during the period. As previously advised, 

the Chinese regulatory authority only permits canning facilities registered by Certification and 

Accreditation Administration of the People's Republic of China (CNCA) to submit an application to 

manufacture for up to three designated brands with unique formulations for China Food and Drug 

Administration (CFDA) registration. There are currently 13 licenced facilities in Australia with numerous 

other facilities in the process of being audited for additional licences.  

 

Bubs Australia has nominated a preferred partner facility approved by the CNCA and is in ongoing 

discussions on eventual contractual arrangements. In addition, the Company is simultaneously making 

progress with meeting other regulatory requirements, including formulation and packaging identification 

to meet Chinese standards. 

 

Given that BubsÒ has a unique goat based formulation and influence over the key ingredient through the 

NuLac Foods transaction, as well as a strong domestic core business, the Company is confident of being 

able to secure a CNCA registered facility and subsequently commence the application submission process 

for CFDA registration.  

 

 

Brand Awareness and Impact 

 

Drive awareness and reaffirm brand credentials through brand refresh and investment to support growth. 

 

BubsÒ brand refresh, known internally as ‘Project Smile,’ has now been executed across all product lines 

and marketing materials, with a vast majority of inventory rotated in-store. 

 

The Company continues to drive a digitally-led communications strategy by building communities of 

parents and syndicating content through influencers with social currency. Bubs Australia now has the 

largest social following in the baby nutrition category on Instagram, and the second largest on Facebook, 

with a combined community of over 100,000+ followers. This is underpinned with targeted display 

advertising and online content to reach consumers across country, channel and device. 

 

Focus now moves to adapting brand and marketing assets to suit a Chinese audience, including articles 

and live-stream videos. This content will form the basis of a market focused digitally-led strategy across 

the relevant channels, primarily WeChat. Chinese Key Opinion Leaders and brand ambassadors will be an 

integral component of the China marketing strategy moving forward. 

 

The Company has commenced developing a brand strategy and refreshed identity for newly acquired 

brands, CaprilacÒ and Coach House DairyÒ. 
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Product Innovation and Development 

 

Innovation to cater for all stages of development during the first 1,000 days of a parent’s journey to 

nourish their baby, from newborn to toddler. 

 

During the 1H Bubs Australia successfully launched a new range of organic baby cereals in six varieties, 

and lactose free ‘Toothy RusksÒ.’ These new lines have been well accepted in both Australia and China, 

with Cereals sales up 238% versus same period prior year.  

 

The Company has commenced developing a roadmap and concept development for new product innovation 

across Coach House DairyÒ and CapriLacÒ brand portfolios. 

 

 

OUTLOOK  

 

Bubs Australia will continue to actively progress its ‘four pillars for growth’ strategy into the second half, 

giving particular focus to building sales momentum in China through the daigou community, as well as 

cross-border e-Commerce and physical import distribution channels. 

 

Both the domestic and Chinese appetite for goat milk formula continue to be strong and growing.  

Integration of the NuLac Foods brands and business operations will therefore be paramount to maximise 

the additional revenue streams and growth drivers now available to the Company, whilst bringing 

productivity, scalability and efficiencies to the business.  

 

Otherwise Bubs Australia makes no financial forecasts. The company is still in development stage, 

continuing to invest heavily in building its distribution capability, building brand awareness and developing 

product, as well as integrating the NuLac Foods business. 

 

EY, the auditor for Bubs Australia, has reviewed financial results for the half year ended 31 December 

2017 and these are attached. 

 

 

 

END 
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About Bubs Australia Limited (ASX: BUB) 

 

Bubs Australia is engaged in the business of inspiring new generations of happy, healthy consumers 

through its range of Australian made premium infant nutritional and specialty goat dairy products.  

 

Founded in 2006 in Sydney, Bubs Australia develops and markets innovative infant nutrition products for 

the first 1,000 days of life, that give parents and their bubs reason to ‘smile from the insideÒ.’  

 

In 2017, Bubs Australia acquired NuLac Foods ggiving the company a ‘pathway to provenance’ to become 

Australia’s only vertically integrated producer of goat milk infant formula, and the largest producer of goat 

dairy products in the country. 
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Appendix 4D 

Half year report 
Name of entity 

Bubs Australia Limited  

 

ABN  Half yearly 

(tick) 

 Preliminary 

final 

(tick) 

63 060 094 742     

 

The information disclosed in the Appendix 4D should be read in conjunction with the most recent 

annual financial report 

 

1. Details of reporting period 
 

Current reporting period 31 December 2017 

Previous corresponding period 31 December 2016 

 

2. Results for announcement to the market 
     31 December 

2016 

 31 December 

2017 

2.1 Total Revenue up 86.9% from $1,747,848 to $3,266,788 

2.2 Loss after income tax 

benefit 

up 10.2% from ($3,534,952) to ($3,894,332) 

2.3 Loss after income tax 

benefit attributable to 

the members of Bubs 

Australia Limited 

up 10.2% from ($3,534,952) to ($3,894,332) 

 

 

2.4 Dividends (distributions) Amount per 

security 

Franked 

amount per 

security 

Current period: 

Interim dividend for the half year ended 31 December 2017 

Final dividend for the year ended 30 June 2017 

 

- 

- 

 

- 

- 

Previous corresponding period: 

Interim dividend for the half year ended 31 December 2016 

Final dividend for the year ended 30 June 2016 

 

- 

- 

 

- 

- 

2.5 Record date for determining entitlements to the 

dividend: 

Refer section 5.0 

 

2.6      Brief explanation of any of the figures reported above and commentary on the results for 

the period: 

Refer to the directors’ report – Operating and financial review on page 4 of the 2017 Interim 

Report. 
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Directors’ declaration 

31 December 2017 

 

 

3. Net tangible assets per security 
 

 30 June 

2017 

Cents 

31 Dec 2017 

cents 

Net tangible asset backing per ordinary security 2.62 3.04 

 

 

4. Control gained or lost over entities during the period 
 

On 20 December 2017, the Company acquired: 

• 100% of the issued shares in Nulac Foods Pty Ltd; 

• 49.9% of the issued shares in UphamGo Australia Pty Ltd; 

• 49.9% of the issued shares in New Zealand Nutritional Goat Company Limited; 

• 49.9% of the issued shares in Cambria Management Company Pty Ltd; and 

• 49.9% of the issued units in Cambria Unit Trust. 

 

The transaction included a 100% acquisition of a goat dairy sales and marketing business, and 49.9% 

investments in goat milk processing businesses in Australia and New Zealand, and a milk processing 

facility located in Keysborough, Victoria. 

 

100% acquisition of Nulac Foods Pty Ltd is treated as a business combination under AASB 3 Business 

Combinations. As a result, the consolidated financial statements include the transactions of Nulac 

Foods Pty Ltd from the date of acquisition (20 December 2017) up to the half year ended 31 

December 2017. This transaction resulted in a corporate transaction accounting expense of 

$893,998. 

 

The Company’s investments in UphamGo Australia Pty Ltd, New Zealand Nutritional Goat Company 

Limited, Cambria Management Company Pty Ltd and Cambria Unit Trust are accounted for as joint 

ventures under AASB 128 Investments in Associates and Joint Ventures. 

 

5. Details of dividends / distributions 
 

Current period 

 

No interim dividend was declared for the half year ended 31 December 2017. 

 

For the year ended 30 June 2017, no final dividend was declared. 

 

Previous corresponding period 

 

No interim dividend was declared for the half year ended 31 December 2016. 

 

 

For the year ended 30 June 2016, no final dividend was declared. 

 

6. Details of dividend / distribution reinvestment plan 
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Directors’ declaration 

31 December 2017 

Not applicable. 

 

7. Details of associates and joint venture entities 
 

As at 31 December 2017, the Company has the following joint venture entities: 

 

• 49.9% of the issued shares in UphamGo Australia Pty Ltd; 

• 49.9% of the issued shares in New Zealand Nutritional Goat Company Limited; 

• 49.9% of the issued shares in Cambria Management Company Pty Ltd; and 

• 49.9% of the issued units in Cambria Unit Trust. 

 

For further details refer Note 4.  

 

8. Accounting standards used by foreign entities 
 

Not applicable. 

 

9. Qualification of audit / review 
 

  The accounts have been audited.   The accounts have been subject to review. 

  The accounts are in the process of being 

audited or subject to review. 

  The accounts have not yet been audited or 

reviewed. 

 

10. Attachments 
 

Details of attachments (if any): 

 

The interim report of Bubs Australia Limited for the half year ended 31 December 2017 is attached. 

 

11. Signed 
 

 

 
 

 

Dennis Lin 

Chairman 

 

28 February 2018 
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Auditor’s Independence Declaration to the Directors of Bubs Australia 

Limited 

As lead auditor for the review of Bubs Australia Limited for the half-year ended 31 December 2017, I 
declare to the best of my knowledge and belief, there have been: 

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in 
relation to the review; and   

b) no contraventions of any applicable code of professional conduct in relation to the review. 

This declaration is in respect of Bubs Australia Limited and the entities it controlled during the financial 
period. 

 

 
 
 
Ernst & Young 

 

 

 

 

 

Daniel Cunningham 

Partner 

28 February 2018 
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Independent Auditor's Review Report to the Members of Bubs Australia 

Limited 

Report on the Half-Year Financial Report 
Conclusion 

We have reviewed the accompanying half-year financial report of Bubs Australia Limited (the Company) 
and its subsidiaries (collectively the Group), which comprises the consolidated statement of financial 
position as at 31 December 2017, the consolidated statement of profit or loss and other comprehensive 
income, consolidated statement of changes in equity and consolidated statement of cash flows for the half-
year ended on that date, notes comprising a summary of significant accounting policies and other 
explanatory information, and the directors’ declaration. 

Based on our review, which is not an audit, nothing has come to our attention that causes us to believe that 
the half-year financial report of the Group is not in accordance with the Corporations Act 2001, including: 

a) giving a true and fair view of the consolidated financial position of the Group as at 31 December 2017 

and of its consolidated financial performance for the half-year ended on that date; and 

b) complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations 

Regulations 2001. 

Directors’ Responsibility for the Half-Year Financial Report  
The directors of the Company are responsible for the preparation of the half-year financial report that 
gives a true and fair view in accordance with Australian Accounting Standards and the Corporations Act 
2001 and for such internal control as the directors determine is necessary to enable the preparation of the 
half-year financial report that is free from material misstatement, whether due to fraud or error.  

Auditor’s Responsibility  
Our responsibility is to express a conclusion on the half-year financial report based on our review. We 
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of 
a Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the 
basis of the procedures described, anything has come to our attention that causes us to believe that the 
half-year financial report is not in accordance with the Corporations Act 2001 including: giving a true and 
fair view of the Group’s consolidated financial position as at 31 December 2017 and its consolidated 
financial performance for the half-year ended on that date; and complying with Accounting Standard AASB 
134 Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of the Group, 
ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual 
financial report.  

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and 
consequently does not enable us to obtain assurance that we would become aware of all significant matters 
that might be identified in an audit. Accordingly, we do not express an audit opinion.  

  



A member firm of Ernst & Young Global Limited 

Liability limited by a scheme approved under Professional Standards Legislation 

 

  

Independence 

In conducting our review, we have complied with the independence requirements of the Corporations Act 
2001. 

 

 

 

 

Ernst & Young 

 

 

 

 

 

Daniel Cunningham 

Partner 

Sydney 

28 February 2018 

 

 

 

 

 

 

 








































