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Donegal Creameries plc agrees to dispose of its Milk and Retail Stores Businesses to Connacht Gold Co-Operative Society Limited
The Board of Donegal Creameries plc ("Donegal” or the “Company”) has reached agreement to dispose of its Milk Business and Retail Stores Business (the “Businesses”) to Connacht Gold Co-operative Society Limited (“Connacht”) (the “Proposed Transaction”). Completion of the Proposed Transaction is subject to Competition Authority Approval.  
Milk Business

Donegal’s Milk Business comprises liquid milk, or drinking milk, primarily sold directly to consumers or retailers as well as other customers such as restaurants and food service companies.  The Milk Business produces both branded and private label milk. The Milk Business also includes the sale of manufacturing, or traded milk, to commercial customers involved in the production of products such as butter, cheese and milk powder.  Donegal sources its raw material milk from farmer suppliers based in Donegal and Northern Ireland.
Retail Stores

Donegal’s Retail Stores Business comprises eleven outlets, nine of which are in the Republic of Ireland and two in Northern Ireland. Ten of the stores are freehold owned by Donegal and, under the terms of the Proposed Transaction, all but one of the freehold properties will remain owned by Donegal. The Retail Stores sell fertiliser, feeds and general farm supplies to the farming community and other products such as garden goods and general hardware are sold to members of the public.

Proceeds of the Proposed Transaction

On Completion, Connacht shall pay Donegal cash consideration of €13.5m, subject to completion adjustments and further contingent earn-out payments of up to €7.4m dependent on the operating and financial performance of the Milk Business during the year to 31 December 2012. 
In the last financial year-end 31 December 2010 turnover attributable to the Businesses was €69.3m, with net profits of €1.85m.

The proceeds from the Proposed Transaction will be used by Donegal for general corporate purposes.
Commenting on the Proposed Transaction Ian Ireland, Managing Director of Donegal Creameries plc, said:
“We are pleased to announce that we have agreed to sell our Milk and Stores Businesses to Connacht Gold Co-Operative Society Limited.  Donegal have been a keen supporter of the need to develop a long term sustainable future for the Dairy Industry in Ireland and we believe that the sale of our Milk Business to our neighbouring milk processor will enhance the future for all stakeholders in our Milk Business.  Our Milk Business will now become part of Connacht, whose commitment to the Dairy Industry, together with their well invested facilities and capacity, will meet the needs of Donegal’s milk producers.  In turn Donegal’s milk producers will provide Connacht with access to a quality milk supply pool.  Furthermore, the combination of Donegal and Connacht’s milk businesses will provide the market with a leading specialist producer in the Republic of Ireland with a well developed sales and distribution network.  Donegal believe that Connacht will be good owners of its Milk and Stores Businesses and we wish them every success for the future.
Donegal will continue to develop in its key strategic areas of Global Certified Seed Potato and Niche Value Added Dairy Products.  It will also maintain its Animal Feeds business, significant Property and Investment Portfolio, including The Grianan Estate and its investments in associates.”
Donegal was advised by NCB Corporate Finance and Arthur Cox solicitors.
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