DONEGAL CREAMERIES PLC

PRELIMINARY ANNOUNCEMENT OF RESULTS

FOR THE YEAR ENDED 31 DECEMBER 2006

FINANCIAL HIGHLIGHTS

	
	
	2006
	2005

	
	
	
	

	Turnover 


	€000’s
	118,585
	111,677

	Operating Profit


	€000’s
	2,563
	120

	Profit before Tax


	€000’s
	4,146
	3,598

	Taxation


	€000’s
	1,130
	1,592

	Profit after Tax


	€000’s
	3,016
	2,006

	Operational Cash Flow


	€000’s
	6,758
	7,735

	Earnings Per Share


	Cents
	27.5
	18.2

	Dividend Per Share


	Cents
	13.50
	12.00

	Investment Property Valuation


	€000’s
	28,938
	25,269

	Net Asset Value Per Share


	€
	5.46
	5.35


Donegal Creameries PLC announces its financial results for the year ended 31 December 2006.

During the year under review group turnover from continuing operations increased from €111.7 million to €118.6 million, an increase of 6.2%.  Operating profit increased to €2.6 million from €0.1 million in the previous year due to significant improvements from all the Group’s operating business units which have delivered a satisfactory year on year improvement.

Profit before tax increased from €3.6 million to €4.1 million, an increase of 15%. This was achieved from the improvement in the Group’s operating units and a contribution of €2 million from property development. As a result profit for the financial year increased by 51% from €1.9 million to €2.8 million.  

During the year the Group invested €4.9 million in acquiring property and other investments which will be added to our significant land banks for future development. 

Earnings per share increased from 18.2 cent to 27.5 cent, an increase of 51%.

Dividends

The directors are recommending a final dividend of 8 cent per share.  If approved, the total dividend for the year will be 14 cent per share, an increase of 8% on 2005.

AGM

The company’s AGM will take place in the Mount Errigal Hotel, Letterkenny, Co. Donegal at 11.30am on Thursday 5 July 2007.  The annual report and financial statements will be published and sent to shareholders in June 2007.

During the year the board implemented its planned changes reducing the number of directors from 26 to 11.  I would like to recognise the contribution of all board members in bringing these changes to fruition and the company to where it is today.   I would also like to compliment senior management and all staff on achieving such an excellent year’s result.

Geoffrey Vance

Chairman

OPERATIONS REVIEW

Donegal Creameries plc delivered a good operational performance in 2006 with all business units performing well and, with our continued focus on financial management, the business is well placed for growth in the coming years. Turnover grew by 6.2% to €118.6m, delivering operating cash flow of €6.8m and Earnings per Share of 27.5c, an increase of 51% on 2005.

Dairy Division

Turnover in the Dairy Division was in line with 2005 with a 6% increase in added value dairy products being offset by the reduction in commodity dairy products experienced during most of 2006. The branded liquid milk business was re-launched in June with a regionally focused campaign around animated personalised dairy cows. This was a resounding success and continues to grow market share in the key Donegal Market. 

After a difficult start the market for Commodity Dairy products recovered well towards the end of the year and the short-term outlook is better.
Agribusiness Division

Turnover in the Agribusiness Division was up 11% to €64m. Key highlights include a solid result from the animal feed business, which benefited from the difficult spring in 2006, and a very strong performance in both our potato business. Irish Potato Marketing continues to develop well in the global seed potato market and continues to build on its strong customer base in over 30 countries.

Other Business

The Group’s shareholding in Monaghan Middlebrook Mushrooms had a challenging second half to the year reflecting the oversupply of Mushrooms in Europe. The confectionery business grew by 3% in a difficult marketplace.

Land and Property Development

Rental income from the Group’s property portfolio improved by 20%. During the year there was one major sale of property for circa €2m and the Group acquired further property assets and other investments, spending €4.9m including 22 acres in Letterkenny. In 2006 a major refurbishment project of the Group’s Grianan Estate commenced which includes 17km of new fencing and drainage improvement.

Finance

The business has continued to make improvements and strengthen its financial position. Continued focus on working capital and investment criteria will ensure that our balance sheet remains strong. Net debt increased marginally by €282,000 with our key investments of over €6.6m including €4.9 million on financial assets and €1.7 million on tangible fixed assets being financed from existing operations.
Outlook
The business has had a satisfactory start to the year and the trading outlook for the year is good. Opportunities to invest in land and property are continually being evaluated and we remain confident that our growing property assets will provide long-term value for shareholders. In addition our operating areas of Dairy and Agribusiness will continue to provide cash for expansion in selective operational growth areas or further investment in our property assets.

Board and Staff

During the year the Group implemented its planned board changes. I would like to recognise the contributions of all the Board members who served in bringing the organisation to where it is today. As part of the changes Lexie Tinney retired as Chairman and Geoffrey Vance was appointed in his place. I would like to specially thank Lexie for his leadership in effecting the changes.

Finally I would like to add my thanks and appreciation to my senior colleagues and all staff for their achievements in 2006.

Ian Ireland

Managing Director
For further information, please contact:

Paddy Hughes - Drury Communications

Tel: +353 1 260 5000

Fax: +353 1 260 5066
Donegal Creameries plc

Group Profit and Loss Account

Year ended 31 December 2006




2006
2005




€’000
€'000




(Audited)
(Audited)
Group turnover

118,585
111,677


Gross profit

22,487
15,550


Distribution and administration expenses

(19,924)
(15,430)





____________
____________

Operating profit

2,563
120



Profit on disposal of assets

2,133
3,903

Asset Write down

(584)
(638)

Share of results of associated undertakings

320
394





_______
              ___________ Profit on ordinary activities before interest

4,432
3,779

Income from financial assets

1,069
1,068


Interest receivable

83
94

Interest payable:



-
Group

(1,240)
(1,200)
-
Associate

(198)
(143)






_______
_______


Profit on ordinary activities before taxation

4,146
3,598


Taxation

(1,130)
(1,592)


_______
_______
Profit on ordinary activities after taxation

3,016
2,006

Minority interest

(217)
(152)




_______
_______


Profit for the financial year

2,799
1,854


====
====

Donegal Creameries plc

Group Balance Sheet

As at 31 December 2006



2006
2005




€’000
€’000




(Audited)
(Audited)
Fixed assets




Tangible assets

18,822                  
19,899     Financial assets

31,936                  
28,331 Investment in associates

4,689
3,409    

Goodwill 

1,200
2,432


               
    _______


56,647
54,071




_______
_______
Current assets
Stocks

8,137                    
9,924         Debtors

29,814
  28,456           Cash at bank and in hand

441
2,023


_______
_______



38,392
40,403    

Creditors – Amounts falling due within one year

(20,859)
(21,638)


_______
_______
Net current assets

17,533
18,765


_______
_______




                      Total assets less current liabilities

74,180
72,836

Creditors – Amounts falling due after one year

(14,261)
(15,274)
 
Provisions for liabilities and charges

(1,971)
(1,925)

Pension Liability

(686)
(1,212)




               
_______
                   
Net assets

57,262
54,425




======
======

Capital and reserves
Called up share capital

1,337                    
1,337             Share premium

2,975
 2,975   Revaluation reserve

13,065
 13,154      Reserve on acquisition

293
 293               Other reserves

189                       
189                Profit and loss account

37,636                  
35,207          Share option reserve

28
-




________
               ______ Shareholders' funds 

55,523
53,155


Minority interest in subsidiaries

1,739
1,270




_______
_______




57,262
54,425


======
======

Net Asset per share €






       5.46
                    5.35


 
Donegal Creameries plc

Statement of total recognised gains and losses
Year ended 31 December 2006




2006
2005




€’000
€’000

Profit for the financial year

2,799
1,854

Translation adjustment

3
-

Revaluation of investment property

-
12,842

Actuarial gain on pensions schemes recognised

289
1,477

Minority interest in subsidiary pension actuarial (gain)/loss

(403)
177


Revaluation of investment property 

 in associate company

1,026
-



_______
_______
Total recognised gains and losses for the year

3,714
16,350


======
======

Donegal Creameries plc

Group Cash Flow statement

Year ended 31 December 2006



                                   2006

                                        2005





€’000

€’000



  (Audited)              (Audited)                                                                       


Net cash inflow from operating activities


6,758

7,735


Returns on investments and servicing of finance



Property leasing receipts


487

567



Interest received


83

94



Dividends paid to minority interest


(148)

(103)



Interest paid


(783)

(717)



Net cash outflow from returns on
investments and servicing of finance


(361)

(159)



Taxation


(1,688)

(467)



Capital expenditure and financial investment
Sale of tangible assets


234

192



Purchase of tangible assets


(1,673)

(1,948)



Purchase of financial assets


(4,916)

(135)



Sale of financial assets


2,690

3,941



Net cash (outflow)/inflow from capital expenditure

 and financial investment


(3,665)

2,050

 

Acquisitions
Acquisition of Milburn Dairies Limited


-

(730)


Cash acquired on acquisition of subsidiaries 


-

(347)

Net cash outflow from acquisitions


-

(1,077)



Equity dividends paid


(1,374)

(1,315)



Net cash (outflow)/inflow before financing


(330)

6,767



Financing

Issue of shares


-

21



Finance lease payments


(53)

(74)


Net cash outflow from financing


(53)

(53)



(Decrease)/increase in cash




              (383)
                                 6,714
	Note on turnover

	
	

	
	2006
	                                                            2005

	Turnover by class of business
	            €’000        


    
 
	€’000

	Dairy products
	48,495
	47,568

	Agribusiness

Other
	63,519

6,571
	57,430

6,679

	
	___________
	___________

	
	118,585
	111,677

	
	___________
	___________

	
	
	

	Turnover by geographical market
	
	

	Republic of Ireland
	86,509
	77,106

	Northern Ireland
	14,685
	18,345

	Great Britain
	3,701
	3,511

	Continental Europe
	3,591
	3,081

	Rest of World
	10,099
	9,634

	
	___________
	___________

	
	118,585
	111,677

	
	___________
	___________

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


