DONEGAL CREAMERIES PLC

PRELIMINARY ANNOUNCEMENT OF RESULTS

FOR THE YEAR ENDED 31 DECEMBER 2007

FINANCIAL HIGHLIGHTS



2007
2006

Restated






Turnover – Continuing Operations


€000’s
125,621
112,233

Operating Profit


€000’s
9,283
5,562

Profit Before Tax – Continuing Operations


€000’s
14,994
4,883

Taxation


€000’s
2,651
1,092

Profit After Tax


€000’s
10,878
4,048

Cash Flow Before Interest & Tax


€000’s
2,020
7,217

Earnings Per Share from Continuing

Operations before Impact of Revaluations of Investment Properties

Earnings Per Share (Basic)


cents

cents
56.9

109.8
29.6

37.6



Dividend Paid Per Share


cents
14.5
13.5

Investment Property Valuation


€000’s
36,929
28,947

Net Asset Value Per Share*
€
6.50
5.39


*Net assets are total equity attributable to equity holders of the Company

Donegal Creameries Plc announces its financial results for the year ended 31 December 2007.  These are the first results prepared by Donegal Creameries Plc under International Financial Reporting Standards.  The comparative for 2006 has been restated to comply with these standards.

2007 was another good year for Donegal Creameries Plc.  Turnover from continuing operations increased by 12% from €112.2 million to € 125.6 million due to the very strong global dairy markets and excellent progress in the seed potato business.  The improvement in dairy markets allowed the Group to increase the milk price to suppliers by 53% over the year while the boost to farmers’ confidence contributed to increased turnover in the Agribusiness division.  Results from operating activities increased from €5.6 million to €9.3 million including a revaluation gain on investment properties of  €3.2 million (2006:  €2.1million) with underlying profits from trading activities improving from €3.5 million to €6.1 million. 

Basic earnings per share increased from 37.6 cents to 109.8 cents, with the underlying earnings per share from continuing activities before the impact of revaluations of investment properties increasing by 92% from 29.6 cents to 56.9 cents.

Dividend

The directors are recommending a final dividend of 9.0 cent per share.  Subject to shareholder approval this dividend will be paid on 29 August 2008 to those shareholders on the register on 8 August 2008.  This will bring the total dividend in respect of the financial year to 15.5 cent per share, an increase of 10.7% on 2006.

AGM

The company’s AGM will take place in the Mount Errigal Hotel, Letterkenny, Co. Donegal at 11.30am on Thursday, 3 July 2008.

The annual report and financial statements will be published and sent to shareholders in June 2008.

I would 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 solid performance across its three main divisions.  Turnover from Group continuing operations increased by 12% to €125.6 million. All business units performed well.

Notable highlights included the buoyant global dairy market, a solid performance in branded added value dairy products and continued good results from Irish Potato Marketing.

Profit for the period increased from €4.0 million to €10.9 million, including a gain of €7.3 million from property revaluations, including property held by associates offset by a loss of €1.5 million arising on the disposal of the confectionery business.

This resulted in basic earnings per share of 109.8 cents and earnings per share from continuing operations before the impact of revaluations of investment properties, of 56.9 cents an increase of 92% over 2006.

Dairy Division

Turnover in the Dairy division increased by 22% to €59.3 million.  This was driven mainly by the improvement in commodity dairy products and growth in the division’s added value dairy products business.  Market share in the key Donegal market continues to grow.  

Profitability in the division increased by €1 million with good improvements in commodity returns offsetting a reduction in added value dairy products caused by the time lag in recovering increased milk prices from the market.  

During the year the division re-launched its Rumblers range in the UK retail market.  This was very successful and has significantly improved the rate of sale.  Work continues on the development of an added value range for the future.

Agribusiness Division

Turnover in the Agribusiness division increased by 4.1% to €66.4 million.  All units performed well.

Excellent progress continues to be made internationally in the seed potato business with another record year for volumes.  Irish Potato Marketing is well positioned to continue to develop in the growing global seed potato business as potato consumption is expected to increase due to changing consumer tastes .  It should also benefit from the fact that potatoes require less water to produce than other carbohydrate food sources.

During the year the stores business opened two new garden centres in Letterkenny and Lifford and will expand the offering further in the future.

Land and Property Development

Income from the Group’s key rental properties of Ballyraine Halls and Grianan Estate continue to improve.  2007 was a quiet year for sales of development properties with circa €1m of contribution constituting mainly non-core agricultural land.  This is expected to increase again in 2008.

The division continues to pursue strategic investment opportunities and in 2007 there were three investments totalling €2.3 million.

In addition, following the sale of the confectionery business in April 2007 the Group retained ownership of the Oatfield premises which is now included in Investment properties.  

In 2007 it was announced that a significant part of the Grianan estate would begin conversion to organic status.  This is to support our organic strategy to develop a range of added value dairy and food products.  

In addition the division launched its Estate Agency business, Donegal Estates, which will utilise the significant knowledge of property in the northwest that exists in the business.

Others

In July 2007 the Group increased its stake in Monaghan Mushrooms from 23% to 35%.  Management are confident that this company is now in a position to contribute to Group profitability.
Outlook

Donegal Creameries is confident that its key divisions are building a good platform. Our future will be created by focusing in the following areas:

· we will build our food and dairy business around provenance and organic.  As outlined we have commenced the conversion process of a significant portion of our agricultural land bank to organic status, which will provide the group with one of the largest organic farms in Europe;

· we will continue to invest in our seed potato business. This business has a development pipeline and a portfolio of varieties which will deliver growth in the future; and

· we will continue to manage and develop our significant property portfolio to create additional value for shareholders.

Finally I would like to thank board, senior management and all work colleagues for their continued commitment in making our business what it is.
Ian Ireland

Managing Director
For further information, please contact:

Paddy Hughes - Drury Communications

Tel: +353 1 260 5000

Fax: +353 1 260 5066

General Information and Accounting Policies

The financial information set out in this document does not constitute full statutory financial statements for the years ended 31 December 2007 or 2006 but is derived from same.  The Group financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS’s) applicable Irish law and Listing Rules of the Irish Stock Exchange.  The Group financial statements have also been prepared in accordance with IFRS’s adopted by the European Union and therefore the Group financial statements comply with Article 4 of the EU IAS Regulation.

The consolidated financial statements have been prepared under the historical cost convention, as modified by the revaluation of available-for-sale financial assets, financial asset investments and financials liabilities (including derivative financial instruments), which are held at fair value.  The Group’s accounting policies will be included in the Annual Report & Accounts to be published in June 2008.

Donegal Creameries plc

Consolidated income statement

for the year ended 31 December 2007

2007

2006


€’000

€’000




Restated

Continuing operations




Revenue
125,621

112,233

Cost of sales
(103,384)

(91,132)

Gross profit
22,237

21,101






Other income
3,698

2,836

Distribution expenses
(9,702)

(9,056)

Administrative expenses
(6,950)

(7,906)

Other expenses
-

(1,413)






Results from operating activities
9,283

5,562






Finance income
1,176

734

Finance expenses
(1,896)

(2,365)

Net finance expense
(720)

(1,631)






Share of profit of associates
6,431

952






Profit before income tax
14,994

4,883

Income tax expense
(2,651)

(1,092)






Profit from continuing operations
12,343

3,791






Discontinued operation




(Loss)/profit from discounted operation (net income tax)
(1,465)

257






Profit for the period
10,878

4,048






Attributable to:




Equity holders of the Company
11,178

3,831

Minority interest
(300)

217






Profit for the period
10,878

4,048






Earnings per share




Basic earnings per share (euro)
109.8c

37.6c

Diluted earnings per share (euro)
106.8c

37.0c






Continuing operations




Basic earnings per share (euro)
121.4c

36.0c

Diluted earnings per share (euro)
118.1c

35.4c

Donegal Creameries plc

Consolidated statement of recognised income and expense

for the year ended 31 December 2007


2007

2006


€’000

€’000




Restated






Foreign currency translation differences for foreign operations
(529)

3

Revaluation of property, plant and equipment
2,947

-

Net change in fair value of available-for-sale financial assets
539

401

Defined benefit plan actuarial (losses)/gains
(219)

289

Tax on income and expense recognised directly in equity
(700)

(124)






Income and expense recognised directly in equity
2,038

569






Profit for the period
10,878

4,048






Total recognised income and expense for the period
12,916

4,617






Attributable to:




Equity holders of the Company
12,697

3,997

Minority interest
219

620






Total recognised income and expense for the period
12,916

4,617

Donegal Creameries plc

Consolidated balance sheet

as at year ended 31 December 2007

2007

2006


€’000

€’000




Restated

Assets




Property, plant and equipment
15,592

18,607

Investment property
36,929

28,947

Goodwill
1,876

1,876

Intangible assets
33

17

Investment in associates
16,020

7,866

Other investments, including derivatives
3,751

2,535

Trade and other receivables
197

198

Total non-current assets
74,398

60,046






Inventories
8,527

8,137

Trade and other receivables
31,319

28,316

Cash and cash equivalents
-

441

Total current assets
39,846

36,894






Total assets
114,244

96,940






Equity




Share capital
1,337

1,337

Share premium
2,975

2,975

Other reserves
3,501

1,830

Retained earnings
58,353

48,712






Total equity attributable to equity holders of the Company
66,166

54,854

Minority interest
1,101

1,739

Total equity
67,267

56,593






Liabilities




Loans and borrowings
15,570

14,261

Trade and other payables
308

-

Employee benefits
-

686

Provisions
-

973

Deferred tax liabilities
5,860

3,566

Total non-current liabilities
21,738

19,486






Trade and other payables
22,393

19,093

Loans and borrowings
2,530

1,306

Current tax
316

462

Total current liabilities
25,239

20,861

Total liabilities
46,977

40,347






Total equity and liabilities
114,244

96,940

Donegal Creameries plc

Consolidated statement of cash flows

for the year ended 31 December 2007

2007

2006


€’000

€’000




Restated

Cash flows from operating activities




Profit for the period
10,878

4,048

Adjustments for:




Depreciation
2,401

2,531

Amortisation of intangibles
7

2

Non-cash pension settlement gain
(299)

-

Impairment losses on property, plant and equipment
-

19

Impairment losses on goodwill
-

1,182

Change in fair value of investment property
(3,172)

(2,122)

Net finance expense
713

1,900

Share of profit of associates
(6,431)

(952)

Gain on sale of property, plant and equipment
(171)

(11)

Gain from sale of discontinued operation, net of income tax
1,449

-

Equity-settled share-based payment transactions
91

28

Income tax expense
2,651

1,092

Change in inventories
(1,697)

1,805

Change in trade and other receivables
(4,276)

(2,228)

Change in trade and other payables
2,005

39

Change in provisions and employee benefits
(2,129)

(112)

Change in deferred government grant
-

(4)


2,020

7,217






Interest paid
(920)

(783)

Income tax paid
(1,046)

(1,688)

Net cash from operating activities
54

4,746






Cash flows from investing activities




Interest received
90

83

Dividends received
6

-

Proceeds from sale of property, plant and equipment
307

234

Proceeds from sale of investment property
782

2,292

Proceeds from sale of share in associate
250

-

Proceeds from repayment of loan in associate
333

-

Acquisition of minority interest
(412)

-

Disposal of discontinued operation, net of cash disposed of
1,832

-

Acquisition of associate
(2,650)

(132)

Acquisition of property, plant and equipment
(1,448)

(1,248)

Acquisition of intangibles
(4)

(23)

Acquisition of investment property
(2,342)

(4,264)

Acquisition of other investments
(550)

(500)






Net cash used in investing activities
(3,806)

(3,558)

Donegal Creameries plc

Consolidated statement of cash flows (continued)

for the year ended 31 December 2007

2007

2006


€’000

€’000




Restated

Cash flows from/(used in) financing activities




Drawdown of borrowings
3,834

-

Repayment of borrowings
(1,240)

(1,240)

Payment of finance lease liabilities
(62)

(53)

Payments to minority interest
(350)

(151)

Dividends paid
(1,476)

(1,374)






Net cash from/(used in) financing activities
706

(2,818)






Net decrease in cash and cash equivalents
(3,046)

(1,630)

Cash and cash equivalents at 1 January
441

2,023

Effect of exchange rate fluctuations on cash held
(138)

48






Cash and cash equivalents at 31 December
(2,743)

441

Donegal Creameries plc

Notes to the consolidated financial statements

for the year ended 31 December 2007
Segment reporting

Business segments


Dairy
Agribusiness
Discontinued
Other

operations
Consolidated
Discontinued
Continuing

Operations


2007
2006
2007
2006
2007
2006
2007
2006
2007
2006
2007
2006
2007
2006


€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000



External revenues
59,268
48,494
66,353
63,739
1,415
6,574
-
-
127,036
118,807
1,415
6,574
125,621
112,233

Inter-segment revenue
-
-
-
-
-
-
-
-
-
-
-
-
-
-

















Total segment revenue
59,268
48,494
66,353
63,739
1,415
6,574
-
-
127,036
118,807
1,415
6,574
125,621
112,233

















Segment result
2,148
1,094
3,356
1,074
(23)
580
3,779
3,394
9,260
6,142
(23)
580
9,283
5,562

















Share of results of associates






6,431
952
6,431
952
-
-
6,431
952

Net finance costs








(713)
(1.900)
7
(269)
(720)
(1,631)

Income tax expense








(2,651)
(1,146)
-
(54)
(2,651)
(1,092)

Loss on sale of discontinued operation (net of income tax)





(1,449)
-
(1,449)
-
-
-

















Profit (loss) for the period








10,878
4,048
(1,465)
257
12,343
3,791

Donegal Creameries plc

Notes to the consolidated financial statements

for the year ended 31 December 2007
Segment reporting

Capital and reserves - Reconciliation of movement in capital and reserves

Attributable to equity holders of the Group


Share Capital
Share Premium
Trans- lation
Reserve for own shares
Reval-uation reserve
Fair value reserve
Share option reserve
Retained earnings
Total
Minority interest
Total equity


€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000
€’000

Balance at 1 January 2006
1,337
2,975
-
(129)
794
908
-
46,318
52,203
1,270
53,473

Transfer to revenue reserves
-
-
-
-
(89)
-
-
89
-
-
-

Total recognised income and expense
-
-
(3)
-
-
321
-
3,679
3,997
620
4,617

Share-based payments
-
-
-
-
-
-
28
-
28
-
28

Dividends paid
-
-
-
-
-
-
-
(1,374)
(1,374)
(151)
(1,525)

Balance at 31 December 2006
1,337
2,975
(3)
(129)
705
1,229
28
48,712
54,854
1,739
56,593














Balance at 1 January 2007
1,337
2,975
(3)
(129)
705
1,229
28
48,712
54,854
1,739
56.593

Transfer to retained earnings
-
-
-
-
(33)
-
-
33
-
-
-

Total recognised income and expense
-
-
(529)
-
1,738
404
-
11,084
12,697
219
12,916

Dividends paid
-
-
-
-
-
-
-
(1,476)
(1,476)
-
(1,476)

Payments to minority interests incl. dividends
-
-
-
-
-
-
-
-
-
(350)
(350)

Acquisition of minority interests
-
-
-
-
-
-
-
-
-
(507)
(507)

Share based payments
-
-
-
-
-
-
91
-
91
-
91

Balance at 31 December 2007
1,337
2,975
(532)
(129)
2,410
1,633
119
58,353
66,166
1,101
67,267

Donegal Creameries plc

Notes to the consolidated financial statements

for the year ended 31 December 2007
Basic earnings per share

The calculation of basic and diluted earnings per share is set out below:

Profit attributable to ordinary shareholders


Continuing operations
2007 Discontin-ued operation
Total
Continuing operations
2006 Discontin-ued operation
Total


€’000
€’000
€’000
€’000
€’000
€’000









Profit for the period
12,343
(1,465)
10,878
3,791
257
4,048

Profit attributable to ordinary shareholders
12,355
(1,177)
11,178
3,665
166
3,821

Weighted average number of ordinary shares


In thousands of shares


2007

2006






Weighted average number of shares in issue for the year
10,286

10,286

Weighted average number of treasury shares
(108)

(108)






Denominator for basic earnings per share
10,178

10,178

Effect of share options on issue
287

184






Weighted average number of ordinary share (diluted) at 31 December 
10,465

10,362


2007

2006

Earnings per share




Basic earnings per share (euro cent)
109.8

37.6

Diluted earnings per share (euro cent)
106.8

37.0






Continuing operations




Basic earnings per share (euro cent)
121.4

36.0

Diluted earnings per share (euro cent)
118.1

35.4

