UNITED DAIRY FARMERS
Annual Report & Accounts 2014/15

Excellence in Dairy

Contents
Annual Report & Accounts 2014/15

Annual Report
01 The United Dairy Farmers Group
02 The Year at a Glance
03 Chairman’s Report
05 Chief Executive’s Review
09 Business Review
18 Board of Directors
20 Corporate Governance

Financial Statements
22 Strategic Report
24 Directors’ Report
27 Independent Auditors’ Report
28 Group Profit and Loss Account
28 Group Statement of Total Recognised Gains and Losses
29 Group Balance Sheet
30 Society Balance Sheet
31 Group Statement of Cash Flows
33 Notes to the Financial Statements

Our Group
United Dairy Farmers is a dairy processing cooperative owned by over 1,400 UK farmer members with a turnover in
excess of £400 million per year and employing around 1,200 people. The Group’s activities span the food chain –
from providing farm inputs and services, to collecting and marketing its members’ milk supplies, manufacturing an
extensive range of dairy consumer and food ingredient products and distributing these to both domestic and over 40
export markets world wide.

Our Mission
Adding sustainable value to our members’ milk through supply chain excellence, consumer led innovation and
building added value positions in consumer and nutrition markets.

Our Businesses
Dale Farm

A major UK dairy processor serving domestic & export markets.

Dale Farm Ingredients

Supplier of dairy based food ingredients to domestic and
export markets.

Ash Manor Cheese

Grates, slices, dices and packs a range of convenience
cheese products.

Fivemiletown Cheese

Speciality cheese maker.

Dale Farm Lakeland

Manufactures consumer dairy products, including yogurts,
desserts & cottage cheese.

Rowan Glen

Manufactures consumer dairy products, including yogurts,
probiotic drinks and desserts.

Dale Farm Ice Cream

Distributes a wide range of ice cream products.

Mullins’ Ice Cream

Manufactures ice cream products.

United Dairy Farmers

Collects, tests, markets & delivers ex-farm milk.

United Dairy Herd Management

Provides herd recording & health management information.

United Feeds

Manufactures animal feeds & other farm inputs.

United Tankcare

Supplies & maintains on-farm milk storage tanks.
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The Year at a Glance
Group turnover down 5% (£22 million) to

£421 million

Dale Farm turnover up 9% (£27 million) to

£320 million

Group operating profit down 52% (3.84 million) to

£3.55 million

Group profit before tax and pension adjustments down to

£1.28 million

Capital investment of

£4.3 million

Average milk price down 6.53 ppl to

26.41 ppl
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Chairman’s Report
2014/15 was a difficult year for the dairy sector with global oversupply, the Russian
trade ban, reduced Chinese demand and unfavourable exchange rate movements all
leading to a sharp fall in market returns and farm gate milk prices.

by around 20% versus the Euro, equivalent to 7 pence per
litre in milk price terms.
Domestic consumer market returns were less affected
by exchange rate movements endorsing our Group
strategy of growing consumer product sales in the UK
market. Dale Farm achieved strong growth in consumer
product sales with turnover in the year up 27% to £214
million. Most of this growth was generated in cheese
and butter products with Dale Farm processing a record
volume of milk with overall throughput up 15% against
the prior year. Dale Farm is now handling over 80% of
our coop’s milk. A key customer requirement is that our
consumer products are Red Tractor quality assured. Red
Tractor milk accounted for around 75% of the Group’s
total milk supply with measures in place to increase this
percentage to over 90% by the end of 2015.

The average milk price to United members in the
reporting year decreased by 6.53 pence to 26.41 pence
per litre, down from last year’s record level of 32.94
pence. Group turnover at £421million was 5% behind
last year however Dale Farm turnover grew by 9.2% to
£320 million, a significant achievement given the market
conditions. Group operating profit fell to £3.55 million
due to the depressed market returns, especially from
powder and cheese exports, made worse by adverse
exchange rates.
Strong market prices in 2013 together with favourable
weather and the pending cessation of quotas in April
2015 led to increased local, national and global milk
output in 2014. Northern Ireland milk production for
2014/15 was up circa 10% to a record 2.2 billion litres and
UK milk production, at 14.4 billion litres, was up 5% to a
ten year high. This surge in output coincided with a sharp
reduction in demand from China with imports of milk
powders falling by over 50% as the year progressed. In
August 2014, Russia imposed a ban on EU dairy imports
in response to EU sanctions relating to the conflict in
Ukraine. This immediately stopped over 300,000 tonnes
per year of EU cheese and butter exports and resulted
in a considerable stock overhang in the EU market. UK
dairy returns were further reduced by a strong recovery
in the value of sterling which appreciated over the year

Following the completion of our major £40 million
investment programme, the emphasis over the last year
has been to exploit the new capability and develop sales
in higher added value areas especially in consumer
cheese, butter and whey protein. During the year the
Group invested a further £4.3 million with most of the
spend going on additional consumer cheese and butter
capability.
The acquisitions of Mullins Ice Cream and Ash Manor
Cheese, made in the previous year, both delivered strong
growth and a healthy contribution to the Group. The
acquisition of Fivemiletown Creamery speciality cheese
business was completed in May 2014, strengthening our
consumer cheese offering and good progress has been
made in developing this business.
The Group’s farm services businesses all performed well
within their respective markets with another strong
trading performance by United Feeds which continues to
gain market share especially in dairy and calf feeds.
It has been the Group’s policy not to seek capital
contributions from its members for the development of
its processing activities. Taking account of the ongoing
capital investment programme, increased working capital
requirements and the need to reduce debt, the Board has
decided not to pay a share dividend in respect of 2014/15.
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Chairman’s Report continued
Directors

Prospects

I would like to thank all my fellow Board members for
their significant contribution and commitment over
the past year, and also the members of United’s Area
Councils for their support and encouragement.

Farm gate milk prices have continued to fall across the
world as dairy markets have further deteriorated.

William Hanna retired as a Director and Vice-Chairman
of the Society at the end of March 2015, and I would like
to thank him for his valuable contribution since being
appointed to the Board in 2003. He has been replaced
as Vice-Chairman by Fred Allen, who has served on the
Board since 2009. Norman Thompson has been elected
to the Board succeeding William Hanna and I wish him
well in his new role.
On behalf of the Board, I wish to thank our Group Chief
Executive, Dr David Dobbin and the Executive team,
management and staff of the Group for their ongoing
contribution and commitment to the Group and
development of the business.

Low milk and produce prices should lead to reduced
output, increased demand and an eventual market
recovery. However the ending of EU quotas is prolonging
the down cycle and most commentators are forecasting
the depressed market will continue into 2016.
Your board has been actively lobbying for an increase
in EU market support measures and encouraging
consumers to buy local produce and at the same time
continuing with our programme of reducing costs and
developing sales which will enhance our milk price.
United has improved its relative milk price league
position but the reality is that a global and EU market
recovery is needed to achieve a viable milk price.

John Dunlop
Chairman
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Chief Executive’s Review
The Group results for 2014/15 represent a credible performance against a very
challenging market environment, with strong growth in consumer product sales
offsetting the impact of falling export and bulk dairy returns.

businesses which resulted in increased stock holding
especially in cheese. Debt levels fell as we approached
the year end and this trend has continued in the first
quarter of the new financial year. Acquisitions and
deferred payments on previous business purchases
accounted for £2.3 million.
During the year, the Group redeemed £0.77 million in
shares to those members leaving the Society, this was
well down on the previous year when £2.2 million of share
capital was repaid.

Markets and Sales

Results
Group turnover at £421.5 million was 4.9% behind last
year, largely due to lower member milk prices and falling
returns from bulk dairy products and animal feeds.
This overall result masked a strong performance in Dale
Farm which delivered 9.2% growth in turnover and a
15% increase in throughput despite the very challenging
market.
Operating profit at £3.55 million was £3.84 million below
the record result of the previous year. After interest costs
associated with borrowing of £2.27 million, the profit
before tax from ordinary activities was £1.28 million. At
year end, the Group took action to eliminate its pension
risk incurring an exceptional one-off charge of £1.9
million to withdraw from the Nilgosc final salary scheme,
which will be paid over the next two years. The net profit
after this pension exceptional cost was £0.64 million after
taking into account a favourable pension interest credit
of £1.26 million. After a tax charge of £447k, there was a
retained profit after tax of £187k for the year.

Dale Farm’s growth over the year was driven by a strong
performance in consumer products which grew by 27.4%
to £214 million. This growth was largely generated in
cheese and butter products which increased in volume
by 96% and 33% respectively. This growth more than
offset the impact of reduced returns on ingredients sales
which although growing in volume fell in value by 20% to
£80 million, hit by falling markets and adverse exchange
movements with the pound appreciating strongly against
the Euro. The total value of Dale Farm’s exports outside of
the UK dropped 10% from last year’s record £104 million
to £94 million due again to the impact of exchange rates
and falling markets with volumes increasing slightly
especially in specialist powders.
The average milk price paid to members over the year fell
by 6.5 pence per litre reflecting the fall in market returns
and currency movements. The Dale Farm Red Tractor
base price started the year at 32.40 pence per litre in
April 2014 and fell to 21.40 pence per litre in March 2015.
United Feeds grew its market share however its turnover
decreased by 14.5% to £45 million due to a reduction in
market demand from the previous record year and to a
fall in feed prices related both to currency and lower raw
material costs with global crop prices falling in response
to good harvests.

Net debt increased by £18.68 million to £82.5 million,
mainly driven by an increase in working capital due
to the continued expansion in the cheese and butter
ANNUAL REPORT & ACCOUNTS 2014/15
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Chief Executive’s Review continued

Investment
The capital spend in the reporting year was £4.3 million.
Most of this spend was focused on increasing Dale Farm’s
capability in consumer cheese and butter products
to support the strong growth in sales. In cheese two
new high speed ZIP closure cheese packing lines were
installed and an additional retail grated cheese packing
line. In butter, the churn and chilled water plant were
upgraded and elsewhere additional cottage cheese
blending capacity was installed again to meet strong
sales growth.
The prior year’s acquisitions of Mullins Ice Cream in
Kilrea and Ash Manor Cheese Company in Wrexham
have been successfully integrated into the Group and are
both performing ahead of plan in terms of generating
additional sales and market share. During the year, Dale
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Farm purchased the Fivemiletown speciality cheese
business which has enhanced the Group’s premium and
speciality offering and complimented our overall cheese
business. Considerable progress has been made bringing
this business back into profit and rejuvenating its range.

Outlook
Dairy markets remain challenging and have weakened
further in the first quarter of the current financial year.
Chinese milk powder imports in 2015 are down by two
thirds, the Russian trade ban has been extended and
low oil prices and civil unrest are reducing demand from
the Middle East and North African markets. Cheaper
feedstuffs in the US and the ending of EU milk quotas
have, as expected, resulted in further growth in milk
production and a build up in global stocks. Nearer to

Chief Executive’s Review continued
home there has been a considerable surge in milk output
in the Republic of Ireland and together with a continued
weak Euro, this has put considerable downward pressure
on UK dairy produce returns and milk prices.
Global dairy markets are expected to remain depressed
until the first quarter of 2016 when output is expected to
have moderated and Chinese demand improved. Against
this difficult background Dale Farm continues to grow
its sales of consumer and nutrition products and this,
together with good progress on reducing unit costs, is
delivering a more competitive milk price and a solid

financial position. The current market has confirmed that
our long term strategy is correct and we are making good
progress in its implementation. The Group is well placed,
not only to survive the current downturn, but to exploit
the recovery when it comes.

David Dobbin
Group Chief Executive

The Senior Executive Team
1 David Dobbin, Group Chief Executive 2. Stephen J. Elliott, Group Finance Director
3. Stephen Cameron, Group Commercial Director 4. Chris McAlinden, Dale Farm Production Director
5. Mike Dawson, Group HR & Business Improvement Manager 6. Keith Agnew, Chief Executive, United Feeds
7. Danny McAleese, Group Finance Director (retired 30 June 2015)
8. Brian Moffatt, Trading Director (retired 1 May 2015)
1

2

3

4

5

6

7

8
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Business Review
The fierce price competition in the dairy sector means that product and process
innovation is even more relevant than before as a means of creating added value
and driving sales growth.
Over the last year the Group has increased its product
and process innovation activity with some notable
successes. There were 79 new product launches with 117
variants and 10 product rejuvenations in 14 individual
product variants. Sales of new and rejuvenated products
less than 3 years old now account for greater than 35%
of product sales with turnover equating to £75 million
during the year.
Health continues to be a major driver of consumer
demand for new food products with significant interest
in products which offer lower fat, lower added sugar and
increased levels of protein. During the year Dale Farm
successfully developed a number of dairy products with
healthier nutrient profiles which also offered improved
taste and eating experience. New products launched
included a Spelga 0% Fat Greek ice cream range which
built on the successful launch of Spelga 0% Greek
yogurts in the previous year. Also launched was a
rejuvenated 0% fat range of products which had a 30%
reduction in their added sugar content and in response
to consumer concerns over sugar in children’s drinks, a

sugar free Sukie fruit drink range. A new range of higher
protein milk and yogurt products was also developed
and these are planned for launch in the 2015/16
financial year.
The trend towards convenience has also continued,
especially in cheese. In response to consumer demand a
number of new cheese packing formats were successfully
developed and launched in the year including ZIP
resealable portion packs, free standing DOY retail
grated packs and new variants of sliced cheese packs.
In desserts a new clip lock multi pack format was
successfully introduced, enhancing pack presentation
and reducing overall packaging content.

ANNUAL REPORT & ACCOUNTS 2014/15
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Business Review continued
Product and process innovation also increased in
ingredients and nutritional products with the launch of
a WPC80 ingredient targeted at manufacturers of sports
nutrition products and the introduction of a number
of new specialist milk powder variants and functional
cheese curd products.
In December 2014, a new standard for product labelling
was introduced called Food Information Regulations
(FIR). This necessitated the re-labelling of more than
1,000 individual branded and own label products across
the Group. All of the Group’s food processing sites
regained or gained the Grade A BRC standard during
the year including the newly added Mullins, Ash Manor
Cheese and Fivemiletown sites. Customer compliance
audits were all positive with approvals in place for all of
the leading retailers, food service groups and ingredients
customers. Most importantly of all, consumer complaints
per million units of output, finished the year at a record
low level for the Group and well below industry standard
performance levels.
In group laboratories, service levels, accuracy of results,
external quality assessment and accreditation standards
have all shown further improvement. Accreditation
audits have been very complimentary of the laboratory
processes, staff and administration.
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Cheese
The prior year investments in cheese processing and
packing provided a good payback in the year with cheese
throughput and sales both continuing to grow strongly.
The amount of cheddar made in the year increased by
over a third and the sales volume in consumer cheddar
products was almost double that of the previous year.
While the tonnage of bulk cheddar and curd sold in the
year also grew by double digit levels, the proportion of
cheese sold into consumer markets increased to over half
of the total cheddar produced in the year, up from a third
in the previous year.
The decision by Russia to ban imports of EU dairy
produce had a significant impact on EU cheese prices
with around 260,000 tonnes of EU cheese imported
into Russia each year. The ban resulted in a significant
stock overhang as EU cheese processors tried to place
the cheese originally destined for the Russian market.
Although Dale Farm’s exposure to the Russian market
was less than 5% of sales, the fallout in the EU market
affected all cheese manufacturers especially those
making hard cheeses. As a result of the ban and the
general weakness in dairy markets, UK cheese returns fell
steadily as the year progressed with EU imported cheese,
which had significant currency advantage, trying to find
a home in the UK market.

Business Review continued
Good progress was also made in developing outlets for
the whey permeate by-product both internally within
the Group’s dairy and feed processing activities and
externally as a liquid food ingredient and feedstock for
anaerobic digestion plants.

Liquid Milk and Cream

The ban reinforced the appropriateness of Dale Farm’s
strategy to develop long term trading relationships in
the UK market. The majority of the growth in consumer
cheese sales was organic, however sales were also
boosted by the full year benefit of the Ash Manor Cheese
business bought in February 2013 and from the benefit
of the Fivemiletown speciality cheese business bought
in May 2014. These acquisitions have extended Dale
Farm’s range of cheese products and provided additional
capacity and customer base. The cheese product range
continued to win prestigious awards at recognised
international cheese shows including Nantwich and the
Great Taste Awards, reinforcing our position as a quality
cheese supplier.

Dale Farm fresh milk and cream business continued to
perform well, benefiting from the previous investment in
bottle blowing and high speed filling equipment which
increased productivity and reduced costs. The business
maintained its position as market leader in both the
liquid milk and cream categories in Northern Ireland.
Boosted by further growth in the multiple and
foodservice sectors along with a stable home delivery
service, liquid milk sales saw another year of volume
growth ahead of the market. Cream sales also continued
to grow benefiting from a strong performance through
the multiple retail and foodservice channels delivering
growth ahead of the market.

During the year additional own label retail and food
service cheese business was secured which generated
significant growth. Branded sales of Dromona in Ireland,
Rowan Glen in Scotland and Dale Farm, Loseley and
Fivemiletown nationally all saw growth. Our product
offering was enhanced by investment in additional
packing capability which resulted in the introduction of
ZIP resealable portion packs, free standing DOY grated
packs and additional sliced pack formats.

Whey products
The increase in cheese throughput was mirrored in
whey products, which in terms of milk solids accounted
for almost a quarter of Dale Farm’s total output.
Good progress was made in the year optimising the
performance of the new whey filtration plant culminating
in the successful migration from WPC35 to WPC80
production. This new capability was successfully
marketed with new sports nutrition business gained in
the year.
During the year returns for whey products fell in tandem
with those of skimmed milk powder, however WPC80
maintained a premium over WPC35.

ANNUAL REPORT & ACCOUNTS 2014/15
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Business Review continued
Liquid milk returns in the NI market were generally
unaffected by the fall in international markets other
than a reduction in wholesale cream prices in sympathy
with falling butter returns. The adverse exchange rate
movements however had a significant impact on milk
sales into the Southern Irish market. The weak euro
versus sterling and the continued campaign of the
National Dairy Council in favour of product farmed and
processed in the Republic of Ireland, resulted in liquid
milk sales in this market falling well behind the
previous year.

anticipation of a surge in spring production as a result of
EU quotas ending.

Butter and Spreads

In support of the business’s growth strategy, the churn
in Dromona was upgraded in the year delivering a 40%
increase in output as well as benefits to quality and
product wastage.

The butter and spreads business continued to perform
well generating strong growth in sales, particularly in
consumer butter products which grew by a third in sales
volume. The continued consumer switch back to butter
away from vegetable oil based spreads boosted the
demand for our butter products with the Dromona brand
in Northern Ireland growing by almost 20%, maintaining
its position as market leader.
Butter returns fell over the year but were generally less
affected than powder and cheese. The higher proportion
of consumer business helped cushion the company
from international market falls, however towards the end
of the year, spot UK butter prices fell quite sharply in

In GB, butter sales were boosted by a strong performance
in the foodservice channel, particularly on portions. Sales
also benefited from the continued good performance
of the award winning Loseley Summer Meadow butter
with additional listings and strong promotional activity.
Spreads sales in the year were impacted by the switch
back to butter, but nevertheless retail branded spreads
sales performed well and ahead of the market.

Yogurt, Cottage Cheese and Desserts
The cultured products business which includes yogurt,
yogurt drinks, desserts and cottage cheese, saw further
significant change in both the product mix and customer
base during 2014/15 year. The business continued to face
strong competition from both domestic and international
competitors who benefited from the strength in sterling.
Although yogurt remained the largest product category,
the growth was mainly in cottage cheese. Yogurts
delivered modest growth in a declining category with
the main increases in sales coming from Lakeland and
Rowan Glen branded sales and from category growth in
Greek style yogurts and the rejuvenated 0% fat ranges
with reduced added sugar.
Desserts sales plateaued in the year with growth coming
from new product launches in the Dale Farm and Rowan
Glen brands, offset by switches from branded to own
label in two retailers. The investment in the prior year
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Business Review continued
in family trifle capacity helped deliver further volume
growth mainly across the own label supply base. During
the year the dessert pack formats were changed to the
clip top style, improving presentation and reducing the
packaging content. At the same time the sleevers on the
family trifle lines were automated.
Cottage cheese sales grew significantly with the full year
benefit of a national own label contract gained in the
prior year and further new business gained in the year.
Branded sales also saw good growth with the successful
launch of a Rowan Glen range of products. To support
the increased demand, further investment was made in
blending capacity.

Ice Cream
The ice cream business continued to perform well with
the Mullin’s scoop product range delivering further
growth. Poor summer weather in comparison to the
previous year depressed demand in the impulse sector
but gains in distribution limited the overall impact of
this. Further market share gains were also made in the
Republic of Ireland market as the result of additional new
business in both the impulse and take home markets.

markets and placed huge pressure on returns.
Returns in the second half of the year were impacted
further as the markets factored in an increase in milk
supply with the pending removal of milk quotas in March
2015. Despite the downturn and increased volatility, Dale
Farm continued to maintain and grow its ingredients
customer base within the UK and export markets. The
focus was on selling customised ingredient products to
end users as opposed to trading standardised products.
Significant progress was made with developing sales
of whey protein powders, functional curd and bespoke
specialist milk powders.

Milk Sales & Logistics
Members continued to grow their output with the average
growth per member mirroring the overall growth in the
market at around 10%. During the year the amount of
United members’ milk processed in house by Dale Farm
grew by 15% accounting for over 80% of the United’s
total milk pool.

NPD remains an important sales driver in the ice cream
category and the range was further strengthened by the
launch of 0% frozen Greek yogurt, additional Rapture
cone products and a Bubblegum Giant Bar as a new
flavour in the children’s range.

Ingredients
Following a record year’s sales in Ingredients in 2013/14,
Ingredients sales decreased by 20.4% to £79.5 million,
due to the impact of adverse exchange rates and strong
declines in the market returns due to the global over
supply situation. A surge in milk output across the globe
coupled with low demand from China and a Russian
ban on EU produce caused increased volatility in dairy

The milk price paid at the start of the year in April 2014
was 32.40ppl. Due to adverse market conditions the price
paid to members fell steadily as the year progressed
reaching a low of 20.40ppl in December 2014. The price
then increased slightly for the remainder of the financial
year ending at 21.40ppl in March 2014. Over 2014/15, the
average milk price paid by the Society was 26.41ppl.
Our transport operations were impacted by increasing
legislative requirements both on drivers and vehicles
which adversely affected unit costs. The impact of this
was offset by falling fuel costs.

Producer Services
Our field staff had a very busy year assisting members
with milk quality issues, helping them prepare for Red
Tractor farm audits, and handling general queries. It
was pleasing to see that through the combined efforts
of field staff and members that the number of antibiotic
failures continues to drop year on year. A continued
ANNUAL REPORT & ACCOUNTS 2014/15
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Business Review continued

focus on Somatic Cell Count also resulted in significant
improvements over the previous year as members get to
grips with udder health issues.

through the existing milk sample. Heatime continued
to gain traction across the market with a number of
systems installed during the last year.

Red Tractor accreditation continues to be a key element
of the Group’s drive to develop its growing consumer
product business. A continued drive by Field Staff has
resulted in more members becoming accredited ensuring
that the Dale Farm Red Tractor milk pool continues to be
by far the largest milk pool in Northern Ireland.

United Feeds

The sale of farm milk tanks, in particular second hand
tanks continued to grow, despite the drop in milk
prices. This was driven by the continued expansion
on dairy farms and more significantly by legislation
banning the use of R22 refrigerant gas in existing
systems. This legislative change also resulted in strong
sales of condensing units, whilst heat recovery units
also experienced strong sales as producers realise the
efficiency benefits this offers.
Dairy Herd Management maintained its membership
despite difficult economic circumstances on farms.
Health testing continues to expand, in particular whole
herd Johne’s testing. This has ramped up as producers
realise the economic and welfare benefits of improved
animal health and controlling production diseases. The
newly launched PregCheck service also saw encouraging
uptake with more producers realising the advantage in
terms of time and labour in getting pregnancy results
16 | ANNUAL REPORT & ACCOUNTS 2014/15

United Feeds delivered another strong trading
performance in a year that was characterised by
better weather and improved forage supply on farms.
Commodity markets fell as record crop harvests were
reported around the world, leading to reductions in feed
price. However, weakening milk markets and producer
prices resulted in lower feed demand. The strong trading
performance continues to be underpinned by innovation
in products, evidenced by over 50 members participating
in a major feeding trial focussed on improving milk
protein content at farm level and cheese yield efficiency
at factory level. During the year the company completed

Business Review continued
an investment in whey by product storage and mixing
facilities at the Belfast mill. This now enables United
Feeds to fully utilise this cheese by-product in all our
animal feeds.

IT
During the period the Group continued to implement
a number of extensive IT projects aimed at delivering
improved performance across our business units. A major
project upgrading the Group Enterprise Resource Planning
System (ERP) was successfully completed during the
period which resulted in significant improvements in
the quality and accuracy of management information.
Fivemiletown was successfully integrated into the Group
central ERP system and voice picking technology was
introduced into the Warehouse Management System at
the Pennybridge Central Distribution Centre, resulting in
improved productivity and accuracy.

People
Attracting, retaining and developing the necessary
talent pool to meet corporate objectives remains a
key deliverable for all of the Group’s business activities
involving the whole of our workforce. The total number
employed across the Group, inclusive of temporary and
agency workers increased from 1043 in March 2014 to

1169 in March 2015 as a result of key appointments being
made in commercial, production and technical functions.
The Group successfully introduced an enhanced graduate
development programme supported by a mentoring
programme. The Group’s succession planning has ensured
the smooth transition of employees into new roles and
has placed the Group on a solid footing for the future.
The Group continued to make greater use of technology
throughout our people practices. New systems have
been introduced for both recruitment and training.
The design and implementation of e-learning training
modules to deliver online courses in health and safety
was particularly successful and further modules are
planned for the future. As part of our drive to improve
competitiveness and achieve best in class status,
business improvement and lean manufacturing activities
remain a key priority within the Group. Employees are
empowered to identify and deliver business improvement
projects at all sites and across all levels within the
organisation. Over forty projects were successfully
concluded during the period resulting in significant
financial and efficiency savings.
Labour turnover and attendance rates remained relatively
stable during the period and continue to remain broadly
in line with current industry benchmarks.

ANNUAL REPORT & ACCOUNTS 2014/15
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Business Review continued

Health and Safety
The safety and health of our employees is at the core of
our operations and an area of ongoing focus within the
Group. Our over-arching safety goal is to consistently
achieve best in class safety performance. We continue to
invest in our training and management systems to ensure
that it remains a top priority. Employees and managers
have been provided with a range of safety related training
in the period including certifications from the Institute of
Occupational Health and Safety.
The number of accidents and days lost due to accidents
continues to compare favourably with industry
benchmarks. Despite the further expansion in the Group’s
activities, accident rates remained largely in line with the
previous year.

Environment
Achieving best practice standards of environmental
performance is a key competitive issue for the Group. The
following activities and achievements were completed in
the past year:

•

At the Dunmanbridge and Dromona sites,
investments were made in noise attenuation projects
which have helped reduce noise emissions.

•

Energy consumption per litre of milk processed
across the Group’s manufacturing facilities was
reduced by 14% due to ongoing energy
efficiency projects.
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•

New dissolved air flotation (DAF) plants were
installed at the Pennybridge and Dromona sites.
These plants will result in reduced effluent discharge.

•

The prior year investment in the new membrane
bioreactor effluent treatment plant at the
Dunmanbridge site has been operating successfully
with excellent compliance results.

•

Actions taken to reduce total water use and chemical
use continue to show year on year improvements.

•

There was an 11% decrease in effluent volume per
litre of milk processed.

•

A new Evaporative Condenser was installed at
the Dromona site. This increased the efficiency of the
refrigeration plant and reduced noise emissions.

•

The Kendal site has recorded zero waste to landfill
with all waste being either recycled or recovered. The
Group achieved an overall figure of 94% waste
recovered or recycled.

•

During the year all of Dale Farm’s NI manufacturing
sites were successful in maintaining the industry
leading environmental ISO 14001 accreditation
standard and are starting to prepare for the
anticipated new revision to be published.

Business Review continued
Corporate Social Responsibility
Our approach to Corporate Social Responsibility is to use
our expertise, our technology and our relationships to
create a positive impact in the communities in which we
operate. As a leading local employer and Cooperative
Society, corporate social responsibility has always been a
key part of our culture.
The Group continues in its role as Corporate Patron for
the Prince’s Trust. Group employees have participated in
a number of the Trusts training and support programmes
targeting young people across Northern Ireland including
providing a number of work placement opportunities.
Science, technology, engineering, and maths (STEM)
education is a business imperative for Dale Farm. The
Group continues to foster links with local schools and
colleges and promotes the range of job opportunities
available to pupils in the agrifood sector. During the

period a number of the Group factories hosted site visits
and tours for secondary school and university students
in order to provide them with an insight into the modern
factory environment. During the period the Group also
recruited a number of local university students across our
laboratory, new product development, finance, marketing
and IT as part of our ongoing effort to enhance our links
with local education providers.
We work closely with our suppliers to ensure that they
maintain our high standards for ethics, labour rights,
health, safety, and the environment. Dale Farm continues
to maintain its own accreditation with the internationally
recognised Sedex Ethnical Trading standard. In addition,
the Group works to adhere to a number of additional
standards operated by our key customers.
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Board of Directors
The Board of Directors of United Dairy Farmers consists
of 12 non-executive Directors. The Board of Directors of
Dale Farm Limited consists of 4 non-executive Directors,
all of whom are also Directors of United Dairy Farmers.
The current Group Directors are:
1. John Dunlop, Chairman, is a dairy farmer from
Portadown, Co. Armagh. He was elected as a Director of
United Dairy Farmers in 1998, as Vice-Chairman in 2009,
and as Chairman of the Society in 2010. John is also a
Director of Dale Farm Limited and United Feeds Limited,
and is a member of the Farmer Forum of Dairy UK. He is
a past County Chairman of the Ulster Farmers’ Union for
Co. Armagh and was previously a director of Craigavon
and Armagh Rural Development.
2. Fred Allen is a dairy farmer from Randalstown,
Co. Antrim. He was elected as a Director of United Dairy
Farmers in 2009. He was appointed as Vice-Chairman on
13 April 2015.
3. William Hanna, Vice Chairman, is a dairy farmer
from Rathfriland, Co. Down. He was elected as a
Director of United Dairy Farmers in 2003 and is also a
member of the Northern Ireland Board of Dairy UK and
a former Chairman of the Dairy Council for Northern
Ireland. William is a member of the Board of Trustees of
Agrisearch and a past County Chairman of the
Ulster Farmers’ Union for Co. Down. He retired on
31 March 2015.
4. Robert Bryson is a dairy farmer from Banbridge,
Co. Down. He was elected as a Director of United Dairy
Farmers in 2013.
5. Robert Fyffe is a dairy farmer from Omagh,
Co. Tyrone. He was elected as a Director of United
Dairy Farmers in 2006 and was formerly a member of
the Northern Ireland Local Board of the NFU Mutual
Insurance Society.
6. Harry Johnston is a dairy farmer from Ahoghill,
Co. Antrim. He was elected as a Director of United Dairy
Farmers in 2011 and is also a Director of the Dairy Council
for Northern Ireland and Glenfarm Holdings Limited. He is
a past County Chairman of the Ulster Farmers’ Union for
Co. Antrim.
7. Bertie Kelso is a dairy farmer from Dungannon,
Co. Tyrone. He was elected as a Director of United Dairy
Farmers in 1996, is also a Director of the Dairy Council
for Northern Ireland, and a past Chairman of the Ulster
Farmers’ Union for Co. Tyrone.
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8. James Murphy is a dairy farmer from Tempo,
Co. Fermanagh. He was elected as a Director of United
Dairy Farmers in 2010 and is currently the County
Chairman of the Ulster Farmers’ Union for Co. Fermanagh.
9. David Rea is a dairy farmer from Crossgar, Co. Down.
He was elected as a Director of United Dairy Farmers
in 2008.
10. David Rowe is a dairy farmer from Armoy,
Co. Antrim. He was elected as a Director of United Dairy
Farmers in 2014.
11. Norman Thompson is a dairy farmer from
Banbridge, Co. Down. He was elected a Director of United
Dairy Farmers in 2015.
12. Helen Kirkpatrick is an appointed independent
Director of United Dairy Farmers and a Director of Dale
Farm Limited. A Fellow of the Institute of Chartered
Accountants in Ireland and a member of the Chartered
Institute of Marketing, Helen joined both Boards in 2014.
She is a non-executive Director of Kingspan Group plc
and UTV Media plc and works in the Corporate Finance
Division of Invest Northern Ireland. Helen was formerly
a board member of the International Fund for Ireland, a
director of the Enterprise Equity Venture Capital Group
and a non-executive Director of a number of other
Northern Ireland companies and charities.
13. Stephen Kingon CBE is an appointed independent
Director of United Dairy Farmers. A Fellow of the Institute
of Chartered Accountants in Ireland, he is principle of
Stephen Kingon Associates. Currently he is Chairman
of the Balcas Group, the Centre for Competitiveness,
Lagan Group Holdings Limited, Lagan Group Limited and
Northern Ireland Electricity Limited. In addition he is a
non-executive Director of Allied Irish Bank UK plc, the
Baird Group Limited and Belfast Harbour Commissioners.
He is also the Honorary Treasurer for Queen’s University, a
member of the Chartered Accountants Regulatory Board
and Chairman of the Action for Hearing Advisory Board.
14. Eric Bell OBE is an appointed independent Director of
United Dairy Farmers and a Director of Dale Farm Limited,
having joined both Boards in 2009. Eric is a former Senior
Partner in Grant Thornton (Chartered Accountants) and
is Chairman of Samuel Lamont Holdings Group Limited.
He is also a non-executive Director of a number of other
Northern Ireland companies, and a former Chairman of
the Institute of Directors in Northern Ireland. He retired
on 30 June 2015.

Board of Directors
Chairman
John Dunlop
Vice-Chairman
William Hanna (retired 31 March 2015)
Fred Allen (appointed 13 April 2015)
1

2

3

4

5

6

Directors
Eric Bell OBE (retired 30 June 2015)
Robert Bryson
Robert Fyffe
Harold Johnston
Bertie Kelso
Stephen Kingon CBE (appointed 1 July 2015)
Helen Kirkpatrick
James Murphy
David Rea
David Rowe
Norman Thompson (appointed 1 April 2015)
Chief Executive
David Dobbin CBE
Financial Director
Stephen Elliot
Secretary
Mike Dawson

7

8

9

Auditors
Ernst & Young LLP
Bedford House
16 Bedford Street
Belfast BT2 7DT
Bankers
Ulster Bank
11-16 Donegall Square East
Belfast BT1 5UB

10

11

12

Danske Bank
Donegall Square West
Belfast BT1 6JS
Company Status
United Dairy Farmers Limited is a
members’ voluntary co-operative
registered under the Industrial and
Provident Societies Acts (Northern Ireland)
1969 and 1976.

13

14

Registered Office
Dale Farm House
15 Dargan Road
Belfast BT3 9LS
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Corporate Governance
Nominations

The Board is committed to adopting best practice
in Corporate Governance as deemed practical and
appropriate for a member owned cooperative.

The Board
The Board meet monthly (except for July) with a formal
schedule of matters specifically reserved for its decision.
Additional meetings are held as required. The Board
reviews trading performance, ensures adequate funding,
sets and monitors strategy, examines major acquisition
opportunities and formulates policy on key issues.
To enable the Board to discharge its duties all members
receive appropriate and timely briefing papers. The
Group has appropriate insurance cover in place for
Board Members.
The Board comprises 12 non-executive Directors,
8 of whom are appointed by the farmer members
through Area elections; 2 are elected by the members’
Area Councils acting collectively; and 2 Directors are
appointed by the elected Directors. The term of office of
elected Directors is 4 years while appointed Directors are
appointed for not more than 3 years and can only serve a
maximum of two terms.
The attendance of Directors at the eleven routine Board
meetings in 2014/15 was as follows:
John Dunlop
Fred Allen
Eric Bell
Robert Bryson
Robert Fyffe
Harold Johnston

11
11
11
11
11
10

William Hanna
Bertie Kelso
Helen Kirkpatrick
David Rowe
James Murphy
David Rea

11
11
11
11
11
11

The Chairman and Vice Chairman are both elected
annually by the Board. The remuneration of the Directors
of the society is determined each year by the members
at the annual general meeting. All farmer Directors are
also suppliers of milk to United Dairy Farmers, but they
and the appointed directors are regarded as independent.
Induction training is provided for newly elected/
appointed Directors and further training is provided as
required.

The Board Committees Comprise:
Audit

Helen Kirkpatrick (Chairwoman)
Eric Bell (retired 30 June 2015)
James Murphy
David Rea
Stephen Kingon CBE (appointed 1 July 2015)
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John Dunlop (Chairman)
Fred Allen (appointed 13 April 2015)
William Hanna (retired 31 March 2015)
David Dobbin CBE

The Audit Committee
The Audit Committee meets at least twice a year and has
specific terms of reference which include responsibility
for reviewing the Annual Accounts prior to submission
to the Board, monitoring the internal control systems
and liaison with both external and internal auditors.
The Committee satisfies itself on the independence of
the auditors and monitors the level of non-audit fees.
The internal auditors review key risk areas and relevant
controls across the Group and report their findings to the
Audit Committee, together with any recommendations
for improvement.

The Nominations Committee
The Nominations Committee makes recommendations to
the Board on the appointment of “non elected” Directors
to the Boards of the Group subsidiary and associate
companies, as well as senior executive appointments.

The Management Team
The Group Chief Executive and management team, who
are responsible for operating decisions and the effective
functioning of the main activities in the Group, report to
the Board.

Dialogue with Shareholders
Communication with members is given the highest
priority by the Board and the Annual Report gives a
comprehensive review of the financial and operating
performance of the Group for the year. The Board uses
the AGM to have an open dialogue with members
and the Group has 4 Area Councils elected by the
membership, which meet about 4 times a year with the
elected Directors for their Area to discuss the affairs of
the Society. In addition “Open” Area Council meetings
were held in 2014/15, to which all members in the
relevant Area were invited, and the Board continued its
programme of “Open Days” for members at Dale Farm
plants. The Society also keeps in touch with members
through the issue of the monthly magazine “United
News” and via the Group website www.utdni.co.uk.
Any member wishing to contact the Company can do so
at the registered office of the Company.

Financial Statements

Strategic Report
Principal activities
United Dairy Farmers Limited is a members’ voluntary co-operative registered under the Industrial and Provident
Societies Acts (Northern Ireland) 1969 and 1976. The principal activities of the Group include manufacturing an
extensive range of dairy products for the retail, food service and food ingredients sectors and marketing and
distributing these products to both domestic and international markets. The Group also collects and markets
members’ milk, supplies animal feed to farmers, and provides a range of other farm inputs and services.

Financial performance
The key performance indicators (“KPI”s) for the Group are:
2015

2014

£000

£000

421,482

443,155

634

6,112

26.41

32.94

KPIs
Group turnover
Profit on ordinary activities before taxation
Average milk price paid to members (pence per litre)

Group turnover decreased by 4.9% due to lower market prices for milk and dairy products, which more than offset
growth in ingredients and consumer product sales and in the volume of milk processed. The Group profit before tax
fell by £5.5m to £634k reflecting the impact of the very difficult market conditions and significant fall in dairy market
returns. The average milk price paid to NI members reduced by 6.53ppl (19.8%) in 2014/15 reflecting the significantly
lower dairy market returns during the year.
In order to reduce the risk and cost exposure associated with the Nilgosc final salary pension scheme a decision was
taken to withdraw from this scheme and buy out the benefits. The £2m cost of doing this has been included as an
exceptional cost in the accounts but payment will be spread over the next two financial years.

Operational performance
Milk supply
The average milk output per member increased by 5.2% as follows:

Average output per member

2015

2014

Litres

Litres

583,000

554,000

Sales development
The Group is committed to expanding its sales of dairy products. Increases in sales volumes and in dairy product
prices resulted in the following growth in sales:
2015

2014

Turnover growth

%

%

Dale Farm Group

9.3

28.6
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Strategic Report (continued)
Risk management
The Board actively monitors and manages the risks it faces through an appropriate risk policy and risk register. The
key risks which management face are detailed as follows:
Business performance risk
The Group faces a number of business performance risks due to internal factors or due to competitive pressures in
the local and international markets in which it operates. These risks are managed through a number of measures:
ensuring the appropriate management team is in place; business planning and regular forecasting; financial controls;
key performance indicators; monthly reporting and timely corrective action when variances occur.
Business continuity risk
While there is a reliance on physical infrastructure, the Group operates nine geographically autonomous production
facilities which helps mitigate business continuity risks. The Group also ensures that there is adequate knowledge
throughout the management team and sufficient IT support and back up capability available should an unforeseen
event occur. Management maintain and regularly update business continuity and IT disaster recovery plans and
participate in industry wide crisis management exercises.
Health and safety risk
The Group is committed to ensuring a safe working environment. These risks are managed by the Group through the
strong promotion of a health and safety culture, extensive safety training and well defined health and safety policies.
Management development
Long-term growth of the business depends on the Group’s ability to retain and attract personnel of high quality.
This risk is managed through the pursuit of best practice in HR and Group wide development plans which are
regularly reviewed and updated. These are accompanied by specific policies in areas such as training, management
development and performance management.
Financial and business control
Strong financial and business controls are necessary to ensure the integrity and reliability of financial and
other information on which the Group relies for day-to-day operations, external reporting and for longer term
planning. The Group exercises financial and business control through a combination of: qualified and experienced
financial personnel; performance analysis; budgeting and cash flow forecasting; and clearly defined policies and
approval limits.
Environmental risk
The Group is committed to minimising its impact on the environment and has clearly defined policies and procedures
to enable compliance with environmental best practice and legislation.

Financial risk management policy
The Group’s principal financial instruments comprise cash, trade debtors and creditors, bank loans and certain other
debtors and accruals. The main risks associated with these financial assets and liabilities are set out below.
Foreign currency risk
The Group’s exposure to foreign currency risk arises primarily from revenues from customers denominated principally
in Euro and US Dollars. When customers place major orders of this type the Group has a policy of immediately
entering into a forward currency contract to eliminate this risk.
Credit risk
Credit risk arises principally on third party derived revenues. Group policy is aimed at minimising such risk through
the application of satisfactory creditworthiness procedures, including where appropriate taking out credit insurance
cover. The Group monitors the levels of credit to individual customers within their approved credit limits, so as to
ensure the company’s exposure to bad debts is minimised.
By order of the Board

M Dawson Secretary

Date: 15 June 2015
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Directors’ Report
The Directors present their report and financial statements for the year ended 31 March 2015.

Results and dividends
The Group reported an operating profit before exceptional items of £3,551k, which was a reduction of £3,839k on the
previous year, reflecting the decline in dairy market returns. The Group incurred an exceptional charge of £1.9m on
the withdrawal of all active participating employees from the Nilgosc final salary pension scheme. This has eliminated
a significant financial risk for future pension liabilities, including those for former Milk Marketing Board for Northern
Ireland employees, who were never employed by the company. The profit after taxation for the year amounted to
£187,000 (2014 – profit of £5,359,000) which is to be transferred to reserves. The directors do not recommend the
payment of a dividend.

Review of 2014/15 year and future developments
The growth in global milk supply in the last quarter of 2013/14 continued during 2014/15 leading to an oversupply
situation and a sharp reduction in dairy market returns and farm gate milk prices. Matters were made worse by
a weakening in demand with reduced Chinese dairy imports and by the Russian import ban on EU food products
introduced in August 2014. The planned removal of dairy quotas at 31 March 2015 added to downward market
pressure due to the widespread expectation that EU milk production would surge in the spring of 2015. Product
realisations were further impacted by the strengthening in the value of sterling versus the Euro and the US Dollar,
which eroded returns from exports and has made imported dairy products cheaper. This decline in returns meant that
the farmer price paid for Dale Farm Red Tractor milk reduced during the course of the year from the record high of
33.6ppl in March 2014 to 21.40ppl in March 2015.
The actual removal of quotas from 1 April 2015 has resulted in increased raw milk output in the EU in the first quarter
of 2015/16 leading to further reductions in dairy market returns. Powder prices are moving down to intervention level
and all the indications are that dairy markets will fall further. There would need to be a decline in raw milk output or a
recovery in demand for markets to stabilise.
Despite the difficult markets, Dale Farm turnover grew by 9.3% during the year as the business processed a record
volume of our members’ milk and continued to generate strong growth of 27% in consumer product sales mainly in
cheese. This more than offset the drop in sales in other sectors caused by the significant fall in dairy market returns.
The acquisitions of Ash Manor Cheese and Fivemiletown speciality cheese businesses coupled with investment in
additional cheese packing capability supported significant growth in consumer cheese sales which more than doubled
in the year. However the reduction in returns for bulk dairy products adversely impacted the profitability and the
business reported a small profit just above break even.
Research and Development
The Group maintains an ongoing programme of innovation in added value dairy products and further widened its
portfolio of products offered as follows:
2015

2014

79

63

117

130

Number of rejuvenated products launched

10

9

Number of rejuvenated product variants launched in above

14

11

Product Development
Number of new products launched
Number of new product variants launched in above
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Directors’ Report (continued)
Directors
For the year ended 31 March 2015 the directors of the society were
Elected by - Area 1

Fred Allen, Harold Johnston

- Area 2

Robert Bryson, William Hanna

- Area 3

John Dunlop, James Murphy

- Area 4

Robert Fyffe, Bertie Kelso

Elected by Conference of Area Councils
Appointed

David Rea, David Rowe
Eric Bell, Helen Kirkpatrick

The term of office of one of the elected directors from each of Area 1 and Area 2 ended on 31 March 2015. Harold
Johnston was re-elected as a director for Area 1 and Norman Thompson was elected as a director for Area 2.
William Hanna retired as a director on 31 March 2015. On 13 April 2015, John Dunlop was re-elected as Chairman and
Fred Allen was elected as Vice Chairman of the society.
Mike Dawson was appointed company secretary on 13 May 2015 following the retirement of Euel Agnew on that date.

Employment policy
The Group fully supports and complies with all the legislation which is designed to promote equality of opportunity
within Northern Ireland.
Safety awareness is promoted and information on pension matters is provided to staff.

Employee involvement
The Group is committed to involve all employees in the performance and development of the Group. Employees are
encouraged to discuss with management matters of interest to the employee and subjects affecting day to day
operations. The policy of employee involvement includes performance improvement groups, personnel surveys and
a programme of continuous improvement. Discussions also take place regularly with trade unions representing
employees on a wide range of issues.

Disclosure of information to the auditors
The directors confirm that so far as they are aware, there is no relevant audit information of which the auditor is
unaware. The directors have taken all necessary steps in order to make themselves aware of any relevant audit
information and to establish that the auditor is aware of that information.

Auditors
A resolution to re-appoint Ernst & Young LLP as auditors will be put to the members at the Annual General Meeting.

Statement of directors’ responsibilities
The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applicable law and regulations.
Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the Group and the company and of the profit or loss of the Group for that period.
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Directors’ Report (continued)
In preparing these financial statements, the directors are required to:
• select suitable accounting policies and then apply them consistently;
• make judgments and estimates that are reasonable and prudent;
• state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.
The directors are responsible for keeping proper accounting records that are sufficient to show and explain the Group’s
and the company’s transactions and disclose with reasonable accuracy at any time the financial position of the Group
and the company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Group and company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

By order of the Board
M Dawson
Secretary
Date: 15 June 2015
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Independent Auditors’ Report
To the members of United Dairy Farmers Limited

We have audited the financial statements of United Dairy Farmers Limited for the year ended 31 March 2015, which
comprise the Group Profit and Loss Account, Group Statement of Total Recognised Gains and Losses, Group Balance
Sheet, Society Balance Sheet, Group Statement of Cash Flows and the related notes 1 to 28. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).
This report is made solely to the society’s members, as a body, in accordance with the Industrial and Provident
Societies Acts (Northern Ireland) 1969 and 1976. Our audit work has been undertaken so that we might state to the
society’s members those matters we are required to state to them in an auditors’ report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the society and
the society’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor
As explained more fully in the Directors’ Responsibilities Statement, set out on page 25, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are appropriate to the society’s circumstances
and have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates
made by the directors; and the overall presentation of the financial statements. In addition, we read all the financial
and non-financial information in the report and financial statements to identify material inconsistencies with the
audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware
of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

• give a true and fair view of the state of the group and society’s affairs as at 31 March 2015 and of its profit for
the year then ended;
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
• have been prepared in accordance with the requirements of the Industrial and Provident Societies Acts
(Northern Ireland) 1969 and 1976.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Industrial and Provident Societies Acts
(Northern Ireland) 1969 and 1976 requires us to report to you if, in our opinion:
a satisfactory system of internal control over transactions has not been maintained
the society has not kept proper accounting records; or
the financial statements are not in agreement with the books of accounts; or
we have not received all the information and explanations we require for our audit.

•
•
•
•

Michael Kidd (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor, Belfast
Date: 15 June 2015
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Group profit and loss account
for the year ended 31 March 2015

Group turnover

Notes

2015
£000

2014
£000

2

421,482

443,155

(388,975)

(407,889)

32,507
(22,024)
(6,932)

35,266
(21,181)
(6,695)

Cost of sales
Gross profit
Selling and distribution costs
Operating and administration costs
Operating profit

3

3,551

7,390

Interest payable and similar charges

6

(2,272)

(1,333)

1,279

6,057

3(b)
24

(1,900)
1,255

55

7

634
(447)

6,112
(753)

187

5,359

Profit before exceptional item and pension scheme income
Exceptional item
Other finance income from pension scheme
Profit on ordinary activities before taxation
Taxation charge
Profit retained for the financial year

The results above relate to continuing operations.

Group statement of total recognised gains and losses
for the year ended 31 March 2015

Profit for the financial year
Actuarial (loss)/gain recognised on defined benefit pension scheme
Deferred tax movement on actuarial loss/(gain)
Foreign exchange movement
Total recognised (loss)/gain relating to the year
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2015
£000

2014
£000

187
(1,323)
258
(43)

5,359
7,454
(1,782)
-

(921)

11,031

Group balance sheet
at 31 March 2015

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks
Debtors
Cash at bank and in hand
Corporation tax

Creditors: amounts due within one year
Producer accounts
Trade creditors
Other creditors and accruals
Corporation tax
Share capital repayable on demand

Notes

2015
£000

2014
£000

8
9
10

4,771
68,218
14

4,746
69,794
14

73,003

74,554

52,184
61,709
2,818
617

54,698
57,831
2,633
-

117,328

115,162

12,285
25,213
78,630
604

22,835
29,853
56,974
909
577

116,732

111,148

596

4,014

73,599

78,568

19,945
2,826
5,142
-

22,229
3,148
5,398
513

27,913

31,288

45,686

47,280

11,182
34,504

11,855
35,425

45,686

47,280

11
12

13
20

Net current assets
Total assets less current liabilities
Creditors: amounts due after more than one year
Provisions for liabilities – deferred tax
Deferred income – capital grants
Pension liability (net of deferred tax)

Capital and reserves
Called up share capital
Profit and loss account
Shareholders’ funds

14
17
18
24

19
21

John Dunlop Chairman

Fred Allen Vice- Chairman

Mike Dawson Secretary

Date : 15 June 2015
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Society balance sheet
at 31 March 2015

Fixed assets
Tangible assets
Investments

Current assets
Stocks
Debtors
Corporation tax
Deferred tax

Creditors: amounts due within one year
Producer accounts
Trade creditors
Other creditors and accruals
Share capital repayable on demand
Corporation tax

Notes

2015
£000

2014
£000

9
10

4,984
13,578

5,155
13,578

18,562

18,733

304
37,663
89
253

296
57,352
51
-

38,309

57,699

12,285
2,486
15,914
604
-

22,835
2,829
23,422
577
-

31,289

49,663

7,020

8,036

25,582

26,769

1,627
247
-

1,285
107
264
513

1,874

2,169

23,708

24,600

11,182
12,526

11,855
12,745

23,708

24,600

11
12
17

13
20

Net current assets
Total assets less current liabilities
Creditors: amounts due after more than one year
Provisions for liabilities and charges - deferred tax
Deferred income - capital grants
Pension liability

Capital and reserves
Called up share capital
Profit and loss account
Shareholders’ funds

14
17
18
24

19
21

John Dunlop Chairman

Fred Allen Vice- Chairman

Mike Dawson Secretary

Date: 15 June 2015
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Group statement of cash flows
for the year ended 31 March 2015

Notes

2015
£000

2014
£000

22(a)

(9,207)

(14,092)

Returns on investments and servicing of finance
Bank interest paid
Preference share interest paid
Interest element of finance lease rental payments

(2,251)
(17)
(4)

(1,311)
(15)
(7)

Net cash outflows from returns on investments
and servicing of finance

(2,272)

(1,333)

(308)

(102)

Capital expenditure and financial investment
Payments to acquire tangible fixed assets
Receipts from disposals of tangible fixed assets
Receipt of government capital grants

(4,328)
93
278

(8,894)
19
143

Net cash outflow from capital expenditure
and financial investment

(3,957)

(8,732)

Acquisitions and disposals
Purchase of business and deferred payment for subsidiary undertaking

(2,262)

(4,629)

Net cash outflow from acquisitions and disposals

(2,262)

(4,629)

(18,006)

(28,888)

(7,044)
2,000
(34)
33
(6)
3
(771)
98

(17)
(1,212)
15,250
(17)
43
(48)
(75)
(2,159)
-

(5,721)

11,765

(23,727)

(17,123)

Net cash outflow from operating activities

Corporation tax paid

Net cash outflow before financing
Financing
Repayment of other loan
Repayment of bank loans
Issue of new bank loans
Capital element of finance leases repaid
Issue of share capital repayable on demand
Redemption of share capital repayable on demand
(Repayment)/Issue of convertible loan stock
Repayment of ordinary share capital
Issue of ordinary share capital

22(b)
22(b)
22(b)
20
20
15
21
21

Net cash (outflow)/inflow from financing

Decrease in cash

22(b)
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for the year ended 31 March 2015

Reconciliation of net cash flow to movement in net debt
Notes

2015
£000

2014
£000

Decrease in cash
Repayment of capital element of finance lease contracts
Issue of new bank loans
Repayment of bank loans
Repayment of other loan
Convertible loan stock repaid / (issued)
Issue of preference shares

23
22(b)
22(b)
22(b)
15
22(b)

(23,727)
34
(2,000)
7,044
(3)
(27)

(17,123)
5
(15,250)
1,212
17
76
5

Movement in net debt in the year

22(b)

(18,679)

(31,058)

(63,845)

(32,787)

(82,524)

(63,845)

Net debt at 1 April
Net debt at 31 March
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22(b)

Notes to the financial statements
at 31 March 2015

1. Accounting policies
Definitions
(i) ‘United’ is a co-operative society whose activities include marketing and transport of milk, sales promotion,
laboratory services, and other services to dairy farmers.
(ii) ‘Dale Farm Limited’ is a limited company which, as a wholly owned subsidiary of United, carries out
manufacturing, processing, distribution and marketing activities. During the year under review it had seven
trading subsidiaries, Dale Farm Dairies (Ireland) Limited, which is involved in the sale and distribution of dairy
products in the Republic of Ireland, Dale Farm (GB) Limited which produces and markets yoghurts, desserts,
cottage cheese and related cultured products, Rowan Glen Dairy Products Limited which markets yoghurts,
desserts, cottage cheese and related dairy products and Dale Farm Ice Cream Limited which is involved in the
sale and distribution of a range of ice cream and frozen products. Dale Farm Ice Cream (Ireland) Limited, a
subsidiary of Dale Farm Ice Cream Limited, is involved in the sale and distribution of a range of ice cream and
frozen products in the Republic of Ireland. Mullins Ice Cream Limited is a subsidiary of Dale Farm Ice Cream
Limited and is involved in the manufacture and sale of ice cream and frozen products. Ash Manor Cheese
Company Limited is involved in the cutting, packing and sale of cheese products.
(iii) ‘United Feeds Limited’ is a wholly owned subsidiary of United, which carries out manufacturing, distribution and
marketing activities in the animal feed sector.
Basis of preparation
The financial statements have been prepared on a going concern basis under the historical cost convention and in
accordance with applicable accounting standards. The accounts are prepared under the Industrial and Provident
Societies Acts 1969 and 1976 and where these Acts do not provide relevant guidance the Directors have adopted the
requirements of the Companies Act 2006.
Basis of consolidation
The Group financial statements consolidate the financial statements of United Dairy Farmers Limited and all its
subsidiary undertakings made up to 31 March each year. No profit and loss account is presented for United Dairy
Farmers Limited as permitted by the Industrial and Provident Societies Acts (Northern Ireland) 1969 and 1976.
Depreciation
Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost, or fair value in the case of
acquisitions, of each asset evenly over its expected useful life.
Rates vary according to the class of asset but are typically:
Buildings freehold
– 50 years
Buildings leasehold
– over the period of the lease
Plant, equipment and furniture – 3 to 15 years
Vehicles
– 4 to 10 years
Land is not depreciated
Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or
the years of the leases where these are shorter.
The carrying values of tangible fixed assets are reviewed for impairment in periods when events or changes in
circumstances indicate the carrying value may not be recoverable.
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Notes to the financial statements
at 31 March 2015

1. Accounting policies (continued)
Government grants
Capital grants are credited to a deferral account and are released to revenue on the same basis as the related assets
are depreciated.
Grants of a revenue nature are credited to income so as to match them with the expenditure to which they relate.
Goodwill
Goodwill is the difference between the cost of an acquired entity and the aggregate of the fair value of that entity’s
identifiable assets and liabilities.
Positive goodwill is capitalised, classified as an asset on the balance sheet and amortised on a straight line basis over
its useful economic life. It is reviewed for impairment at the end of the first full financial year following the acquisition
and in other periods if events or changes in circumstances indicate that the carrying value may not be recoverable.
Negative goodwill is capitalised and released to the profit and loss account as the related assets are realised.
If a subsidiary or a business is subsequently sold or closed, any goodwill arising on acquisition that was written
off directly to reserves or that has not been amortised through the profit and loss account is taken into account in
determining the profit or loss on sale or closure.
Intangible assets
Intangible assets acquired separately from a business are capitalised at cost. Intangible assets acquired as part of an
acquisition of a business are capitalised separately from goodwill if the fair value can be measured reliably on initial
recognition, subject to the constraint that, unless the asset has a readily ascertainable market value, the fair value
is limited to an amount that does not create or increase any negative goodwill arising on the acquisition. Intangible
assets, excluding development costs, created within the business are not capitalised and expenditure is charged
against profits in the year in which it is incurred.
The carrying value of intangible assets is reviewed for impairment at the end of the first full year following acquisition
and in other periods if events or changes in circumstances indicate the carrying value may not be recoverable.
Properties
Land and buildings are stated at cost or fair value in the case of acquisitions.
Stocks
Stock is valued at the lower of cost or net realisable value. Cost includes an appropriate element of overheads. Net
realisable value is based on estimated selling price less further costs expected to be incurred for disposal.
Deferred taxation
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events have occurred at that date that will result in an obligation to pay more, or
right to pay less or to receive more, tax with the following exceptions:
Provision is made for tax on gains arising from the revaluation (and similar fair value adjustments) of fixed assets,
or gains on disposal of fixed assets that have been rolled over into replacement assets, only to the extent that, at the
balance sheet date, there is a binding agreement to dispose of the assets concerned. However, no provision is made
where, on the basis of all available evidence at the balance sheet date, it is more likely than not that the taxable gain
will be rolled over into replacement assets and charged to tax only where the replacement assets are sold.
Deferred tax assets are recognised only to the extent that the directors consider that it is more likely than not
that there will be suitable taxable profits from which the future reversal of the underlying timing differences can
be deducted.
Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which
timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date.
Deferred taxation relating to the pension deficit is netted off against the gross pension deficit.
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Notes to the financial statements
at 31 March 2015

1. Accounting policies (continued)
Group relief
It is the Group’s policy to pay for Group relief at the fiscal rate of tax on losses utilised during the period.
Pensions
The Group operated for the majority of its eligible employees three defined contribution schemes – the United Dairy
Farmers Group Scheme, the Dale Farm (GB) Limited Scheme, and the United Feeds Limited Scheme. Contributions
to the three defined contribution schemes are charged in the profit and loss account as they become payable in
accordance with the rules of the schemes.
The Group also participates in, for eligible employees, one final salary pension scheme being the NILGOSC final salary
pension scheme which provides benefits based on final pensionable pay and the scheme requires contributions to be
made to independently administered funds. The profit and loss account charge comprises two elements, a current
service cost and the net of the expected return on the scheme assets and the interest cost of the scheme liabilities.
Actuarial gains or losses are recognised through the statement of total recognised gains and losses. The scheme
assets are valued at fair value and scheme liabilities are measured using the projected unit method. Net scheme
assets and liabilities, reduced by deferred tax amounts are shown on the face of the balance sheet as a pension
surplus or deficit as appropriate. The Group withdrew from the scheme on 31 March 2015 and the cost of withdrawal
is reflected as an exceptional cost.
Research and development
Research and development expenditure is written off as incurred.
Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted
rate if the transaction is covered by a forward foreign currency contract. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date or if appropriate at
the forward contract rate. All differences are taken to the profit and loss account. The financial statements of non
UK subsidiary undertakings are translated at the rate of exchange ruling at the balance sheet date. The exchange
difference arising on the retranslation of opening net assets is taken directly to reserves. All other translation
differences are taken to the profit and loss account.
Lease commitments
Assets held under finance leases, which are those where substantially all the risks and rewards of ownership of the
asset have passed to the Group, are capitalised in the balance sheet and are depreciated over their useful lives. The
interest element of the rental obligations is charged to the profit and loss account over the period of the lease and
represents a constant proportion of the balance of capital repayments outstanding.
Rentals paid under operating leases are charged to income on a straight line basis over the term of the lease.
Capital instruments
Ordinary shares are included in shareholders’ funds as any redemption requires the prior consent of the board. Other
instruments such as preference shares are classified as liabilities if they contain an obligation to transfer economic
benefits and if not they are included in shareholders’ funds. The finance cost recognised in the profit and loss account
in respect of capital instruments other than equity shares is allocated to periods over the term of the instrument at a
constant rate on the carrying amount.
Revenue recognition
Sale of goods
Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer,
usually on dispatch of the goods.
Dividends
Revenue is recognised when the Group’s right to receive payment is established.

2. Turnover and segmental reporting
Turnover, which is stated net of value added tax, represents the amounts derived from the provision of goods and
services which fall within the Group’s ordinary activities. Turnover is attributable to the marketing and transporting of
milk, the processing and sale of dairy products and the manufacture of sales of animal feeds. Turnover and operating
profit are attributable to continuing activities.
Segmental reporting, by areas of activity and geographical markets, has not been included in these financial
statements. Disclosure of such information is not considered relevant and would be seriously prejudicial to the
interests of the Group.
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at 31 March 2015

3. Operating profit

(a) This is stated after charging/(crediting):

Depreciation of owned tangible fixed assets
Depreciation of tangible fixed assets held under finance leases
Amortisation of goodwill
Finance lease charges
Capital grant release
Revenue grants
Research and development costs
Auditors’ remuneration – audit services*
Non-audit services**
– taxation compliance services
– other audit related services
Operating lease rentals
– land and buildings
– plant and equipment
Profit on disposal of fixed assets

2015
£000
5,676
162
527
4
(534)
(300)
168
83
45
112
1,722
(27)

2014
£000
4,985
255
103
7
(469)
338
75
140
8
104
2,982
(10)

* £18k (2014 - £18k) of this relates to the Society
** Included in non audit services is £22k (2014 - £22k) relating to the Society
(b) Exceptional Item year ended 31 March 2015
Cessation Liability on withdrawal from Nilgosc pension scheme
Pension deficit at date of withdrawal
Cost of withdrawal from Nilgosc final salary pension Scheme Note 24(b)

4. Directors’ remuneration
Fees and other emoluments

5. Staff costs
Wages and salaries
Social security costs
Other pension costs

The average number of Group employees during the year was:

Processing
Selling and distribution
Operations and administration
Milk recording (part-time)

The number of employees at 31 March 2015 was 1,055 (2014 – 959).
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2,000
(100)
1,900
2015
£000
156

2014
£000
153

2015
£000
25,946
2,403
899

2014
£000
22,724
2,173
768

29,248

25,665

2015
No.
518
197
220
78

2014
No.
462
215
184
78

1,013

939

Notes to the financial statements
at 31 March 2015

6. Interest payable and similar charges
Bank loans and overdrafts
Finance charges payable under finance and hire purchase contracts
Interest on Preference Shares

2015
£000
2,251
4
17

2014
£000
1,311
7
15

Group interest payable

2,272

1,333

2015
£000

2014
£000

313
61

1,032
(292)

374

740

(317)
394
(4)
-

316
143
(40)
(406)

73

13

447

753

2015
£000
634

2014
£000
6,112

133

1,406

38
(212)
400
201
87
(414)
(40)
61
134
(14)

24
(376)
(15)
170
7
(164)
(20)
(292)
-

374

740

7. Tax

(a) The taxation charge is made up as follows:
Based on profit for the year:
Current tax:
Corporation tax on profit for the period
Adjustments in respect of previous periods
Total current tax (note 7(b))
Deferred tax:
Increase in deferred tax provision
Retirement benefits
Adjustments in respect of previous periods
Impact of change in tax rate
Total deferred tax (note 17)
Total tax charge
(b) Factors affecting tax charge for the year
The tax assessed on the profit on ordinary activities for the period varies from the standard
rate of corporation tax in the UK. The differences are explained below:
Profit on ordinary activities before tax
Profit on ordinary activities multiplied by
standard rate of corporation tax in the UK of 21%
(2014 – 23%)
Effect of:
Disallowed expenses and non-taxable income
Depreciation in excess of capital allowances
Short term timing differences
Non-qualifying depreciation/amortisation
Non-qualifying goodwill amortisation
Timing difference on retirement benefits
Profits taxed at lower rate
Adjustment in respect of previous periods
Unrelieved losses carried forward
Profit on disposal rolled over
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at 31 March 2015

8. Intangible fixed assets
Group

Goodwill
£000

Cost:
At 31 March 2014
Additions

9,245
552

At 31 March 2015

9,797

Amortisation:
At 31 March 2014
Provided for during the year

4,499
527

At 31 March 2015

5,026

Net book value:
At 31 March 2015

4,771

At 31 March 2014
The net book value at 31 March 2015 is analysed below:

4,746
£000
823
3,948

Purchased goodwill
Goodwill arising on consolidation

4,771
Goodwill is being amortised over its expected useful life. Negative goodwill is capitalised and released to the profit
and loss account as the related assets are realised. Goodwill additions for the year ended 31 March 2015 relate to the
purchase of a dairy products business and revision of previous estimates.

9. Tangible fixed assets
Group

Cost:
At 31 March 2014
Additions
Disposals
At 31 March 2015
Depreciation:
At 31 March 2014
Provided during the year
Relating to disposals
At 31 March 2015
Net book value:
At 31 March 2015
At 31 March 2014

Land
and
buildings
£000

Plant
and
equipment
£000

Vehicles
and
associated
equipment
£000

Total
£000

35,642
1,003
-

97,392
3,325
(164)

8,112
(404)

141,146
4,328
(568)

36,645

100,553

7,708

144,906

7,759
902
-

55,578
4,899
(98)

8,015
37
(404)

71,352
5,838
(502)

8,661

60,379

7,648

76,688

27,984
27,883

40,174
41,814

60
97

68,218
69,794

The net book value of plant and equipment and vehicles and associated equipment includes amounts of
£560,122 (2014 – £728,739) relating to assets held under finance leases and hire purchase contracts.
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Notes to the financial statements
at 31 March 2015

9. Tangible fixed assets (continued)
The net book value of land and buildings comprises:
Freehold
Leasehold

2015
£000
21,880
6,104

2014
£000
21,613
6,270

27,984

27,883

Society

Cost:
At 31 March 2014
Additions
Disposals

Vehicles
Land
Plant
and
and
and associated
buildings equipment equipment
£000
£000
£000

Total
£000

5,624
-

5,770
81
-

7,422 18,816
81
(37)
(37)

At 31 March 2015

5,624

5,851

7,385 18,860

Depreciation:
At 31 March 2014
Provided during the year
Disposals

1,088
117
-

5,179
124
-

7,394 13,661
11
252
(37)
(37)

At 31 March 2015

1,205

5,303

7,368 13,876

Net book value:
At 31 March 2015

4,419

548

17 4,984

At 31 March 2014

4,536

591

28

5,155

The net book value of vehicles and associated equipment includes an amount of £Nil (2014 – £6,933) relating to
assets held under finance leases and hire purchase contracts.

The net book value of land and buildings comprises:

Leasehold

2015
£000

2014
£000

4,419

4,536
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10. Investments

2014
£000

Society
2015
2014
£000 £000

14

14

13,564 13,564
14
14

14

14

13,578

2015
£000
Shares at cost
Subsidiary undertakings
Trade investment

Group

13,578

At 31 March 2015 the principal subsidiary undertakings were:

Subsidiary undertaking

Holding

Proportion
of voting
rights and
shares held

Dale Farm Limited

Ordinary shares

100%

Manufacture, sale and
distribution of milk and a
comprehensive range of
dairy products

Dale Farm Dairies (Ireland) Limited

Ordinary shares

100%*

Sale and distribution of
milk and dairy products

Dale Farm (GB) Limited

Ordinary shares

100%*

Rowan Glen Dairy Products Limited

Ordinary shares

100%*

Ash Manor Cheese Company Limited

Ordinary Shares

100%*

Dale Farm Ice Cream Limited

Ordinary shares

100%*

Dale Farm Ice Cream (Ireland) Limited

Ordinary shares

100%**

Mullins Ice Cream Limited

Ordinary Shares

100%**

Manufacture and sale of
yoghurts, desserts,
cottage cheese and related
cultured products
Sale of yoghurts, cottage
cheese, desserts and
related dairy products
Packing and sale
and distribution of
cheese products
Sale and distribution
of ice cream and
frozen products
Sale and distribution of
ice cream and
frozen products
Manufacture and sale
of ice cream and
frozen products

United Feeds Limited

Ordinary shares

100%

Nature of business

Manufacture and sale
of animal feeds

* Held by Dale Farm Limited.
** Held by Dale Farm Ice Cream Limited.
The above undertakings are incorporated and operate in Northern Ireland, with the exception of Dale Farm (GB)
Limited and Ash Manor Cheese Company Limited which are incorporated in England and operate in Great Britain,
Rowan Glen Dairy Products Limited which is incorporated and operates in Scotland, and Dale Farm Dairies (Ireland)
Limited and Dale Farm Ice Cream (Ireland) Limited which are incorporated and operate in the Republic of Ireland.
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11. Stocks
Group
2015
2014
£000
£000
Raw materials and consumables
Finished goods and goods for resale

Society
2015
2014
£000
£000

6,445
45,739

4,343
50,355

214
90

202
94

52,184

54,698

304

296

The difference between the carrying value of stocks and their replacement cost is not material.

12. Debtors

Trade debtors
Amounts due from subsidiary undertakings – loans
– trading
Other debtors
Prepayments and accrued income
Group relief

2015
£000

Group
2014
£000

58,389
1,158
2,162
-

55,206
1,371
1,254
-

4,325
9,296
21,955
1,065
861
161

8,483
30,934
16,053
1,289
593
-

61,709

57,831

37,663

57,352

2015
£000

Group
2014
£000

62,606
3,054

38,694
7,016

10,806
657

19,149
657

15
825
2,004
7,399
2,470
257
-

29
702
1,082
7,197
2,000
254
-

718
1,532
1,944
257

565
398
2,345
254
54

78,630

56,974

15,914

23,422

13. Other creditors and accruals

Bank overdrafts & other facilities
Bank loans (note 16)
Obligations under finance leases and hire purchase
contracts (note 23)
Other taxes and social security
Other creditors
Accruals
Deferred consideration
Loan stock (note 15)
Group relief

Society
2015
2014
£000
£000

Society
2015
2014
£000
£000

Included in bank overdraft and other facilities is invoice financing with recourse of £32m (2014 –£22m) for which the
Group have provided an assignment over certain trade debtors. Part of the other facilities are secured by a floating
charge over a subsidiary company’s stocks.
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14. Creditors: amounts due after more than one year
Group
2015
2014
£000
£000
Obligations under finance leases and hire
purchase contracts (note 23)
Bank loans (note 16)
Deferred consideration
Pension liability

Society
2015
2014
£000 £000

18,805
140
1,000

20
19,888
2,321
-

627
1,000

1,285
-

19,945

22,229

1,627

1,285

15. Convertible loan stock
Group and Society
2015
2014
£000 £000

Convertible loan stock:

At 1 April
Loan stock issued
Loan stock repaid

254
15
(12)

329
4
(79)

At 31 March

257

254

Loan stock is convertible on the basis of £1 of loan stock to £1 of ordinary shares held, subject to current legal limits
on the maximum number of shares being raised.

16. Bank loans

Wholly repayable within five years
In more than five years

Group
2015
2014
£000
£000
21,859
-

24,537
2,367

1,284
-

1,942
-

21,859

26,904

1,284

1,942

The loans are interest bearing at a variable rate based on LIBOR and are secured by way of unlimited
intra-group guarantees.
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Notes to the financial statements
at 31 March 2015

17. Provisions for liabilities

The movements in deferred taxation during the current year are as follows:
Group Society
£000
£000
At 31 March 2014
Charge\(credit) in the current year
Add back credit relating to retirement benefit

3,148
73
(395)

107
33
(393)

At 31 March 2015

2,826

(253)

Deferred taxation provided in the financial statements is as follows:

Capital allowances in advance of depreciation
Other timing differences

2015
£000

Group
2014
£000

Society
2015
2014
£000 £000

3,362
(536)

3,168
(20)

153
(406)

117
(10)

2,826

3,148

(253)

107

Deferred tax has been calculated at 20% as at March 2015 reflecting HMRC enactment, in July 2013, of a reduction in
the corporation tax rate effective from 1 April 2015.

18. Deferred income - capital grants

Group Society
£000
£000

At 31 March 2014
Arising on new capital grants
Release for the year

5,398
278
(534)

264
(17)

At 31 March 2015

5,142

247

19. Issued share capital
Group and Society

2015
£000
11,182

2014
£000
11,855

2015
£000

2014
£000

Ordinary shares:
At 1 April
Issued during the year
Cancelled during the year

11,855
98
(771)

14,014
72
(2,231)

At 31 March

11,182

11,855

Allotted, called up and fully paid
Ordinary shares of £1 each

2015
No.
11,182,356

2014
No.
11,855,843

United is a co-operative society established under the Industrial and Provident Societies Acts (Northern Ireland) 1969
and 1976. It is governed by its rules which require all members to have a minimum shareholding of 200 £1 ordinary
shares, fully paid up.
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20. Share capital repayable on demand
Group and Society
Preference Shares

2015
£000

At 1 April 2014
Issued during the year
Cancelled during the year

577
33
(6)

At 31 March 2015

604

During the year £33,000 in share capital repayable on demand was issued in lieu of ordinary shares to members who
had retired from milk production. Interest on the preference shares is payable annually at bank base rate less 0.25%
or at such higher rate as may be determined by the board: for the year ended 31 March 2015 the rate of interest paid
was 2.5%.

21. Reconciliation of shareholders’ funds and movements on reserves
Group
Share
capital
allotted
£000

Profit
and
loss
account
£000

Total
shareholders’
funds
£000

At 31 March 2013

14,014

24,359

38,373

Profit for the financial year
Movement on pension deficit
Ordinary shares issued
Shares cancelled

72
(2,231)

5,359
5,707
-

5,359
5,707
72
(2,231)

At 31 March 2014

11,855

35,425

47,280

98
(771)
-

187
(1,065)
(43)

187
(1,065)
98
(771)
(43)

11,182

34,504

45,686

Profit for the financial year
Movement on pension deficit
Ordinary shares issued
Shares cancelled
Foreign exchange movement
At 31 March 2015
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21. Reconciliation of shareholders’ funds and movements on reserves (continued)
Society
Share
capital
allotted
£000

Profit
and
loss
account
£000

Total
shareholders’
funds
£000

At 31 March 2013

14,014

5,754

19,768

Profit for the financial year
Movement on pension deficit
Ordinary shares issued
Shares cancelled

72
(2,231)

1,284
5,707
-

1,284
5,707
72
(2,231)

At 31 March 2014

11,855

12,745

24,600

98
(771)

846
(1,065)
-

846
(1,065)
98
(771)

11,182

12,526

23,708

Profit for the financial year
Movement on pension deficit
Ordinary shares issued
Shares cancelled
At 31 March 2015
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22. Notes to the Group statement of cash flows

(a) Reconciliation of operating profit to net cash inflows from operating activities:
2015
£000
1,651
5,838
527
2,514
(3,878)
(14,638)
(534)
(617)
(27)
(43)

2014
£000
7,390
5,240
103
(28,975)
(1,043)
4,330
(469)
(649)
(19)
-

(9,207)

(14,092)

At
31 March
2014
£000

Cash
flow
£000

At
31 March
2015
£000

2,633
(38,694)

185
(23,912)

2,818
(62,606)

(36,061)

(23,727)

(59,788)

(254)
(577)
(26,904)
(49)

(3)
(27)
5,044
34

(257)
(604)
(21,860)
(15)

(63,845)

(18,679)

(82,524)

Operating profit
Depreciation of tangible fixed assets
Amortisation of intangibles
Decrease/(increase) in stocks
Increase in debtors
(Decrease)/Increase in creditors
Capital grant release
Pension movement
Profit on disposal of fixed assets
Foreign exchange movement
Net cash outflow from operating activities
(b) Analysis of net debt

Cash at bank and in hand
Overdrafts & other facilities

Loan stock
Preference shares
Bank loans
Finance lease
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23. Obligations under finance leases and hire purchase contracts
2015
£000
Amounts payable:
- Within one year
- In two to five years
- Over five years

Less: finance charges allocated
to future periods

Finance leases and hire purchase contracts
are analysed as follows:
Current obligations
Non-current obligations

Analysis of changes in finance leases
and hire purchase contracts:
Balance brought forward
Arising on acquisition
Capital element of lease rental payments
At 31 March

Group

Society

2014
£000

2015
£000

-

34
22
-

-

-

17

56

-

-

(2)

(7)

-

-

15

49

-

-

15
-

29
20

-

-

15

49

-

-

49
(34)

54
12
(17)

-

-

15

49

-

-

17

2014
£000

24. Pension scheme information
United Dairy Farmers Limited, Dale Farm Limited and United Feeds operate two types of pension schemes for the
benefit of their employees and the total pension charge to the Group for the period amounted to £0.840m (2014 –
£0.787m). The details of these schemes are set out below:
(a) Defined Contribution Schemes
The Group operated for the majority of its eligible employees three defined contribution schemes – the United Dairy
Farmers Group Scheme, the Dale Farm (GB) Limited Scheme and the United Feeds Limited Scheme. The assets of the
schemes are held in independently administered funds. Contributions to the three defined contribution schemes are
charged in the profit and loss account as they become payable in accordance with the rules of the schemes.
The pension costs represent contributions payable by the Group to the schemes and amounted to £464k (2014 –
£465k). The unpaid contributions outstanding at the year end, included in ‘Other creditors’, are £35k (2014 – £28k).
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24. Pension scheme information (continued)
(b) Northern Ireland Local Government Officers’ Superannuation Committee Scheme
61 employees participated in the Northern Ireland Local Government Officers’ Superannuation Committee Scheme
(the NILGOSC Scheme). In order to reduce the risk and cost exposure associated with this Scheme the Group withdrew
from the scheme at the end of the year and the withdrawal liability of £2million will be paid to Nilgosc over the
next two years. From 1 April 2015 these 61 employees now participate in the United Dairy Farmers Group defined
contribution scheme.
Th Nilgosc scheme is a ‘multi-employer’ pension scheme with some 88,000 members. It provides a final salary
(i.e. defined benefits) pension scheme for eligible Group employees and other members of the scheme. To finance
these benefits, assets are accumulated in the scheme and are held separately from the assets of the employers.
Membership of this scheme closed to other employees of the Group on 1 March 1995.
Participating employers pay contributions at rates recommended by the scheme’s professionally qualified actuaries,
based on regular actuarial reviews of the financial position of the scheme. Contributions to the scheme are based
on the last available actuarial valuation made as at 31 March 2013. Based on this valuation, United Dairy Farmers
Limited paid an employer’s contribution rate of 28.5% from 1 April 2014 and was required to make additional lump
sum payments of £649,000 per annum. The total contributions to the scheme for the year ended 31 March 2015 were
approximately £1million.
The company continued to account for the scheme as it has done historically as a defined benefit scheme up to the
withdrawal date to ensure full accordance with Financial Reporting Standard 17.
Actuarial valuation
The latest full actuarial valuation took place on 31 March 2013. The principle assumptions used by the independent
qualified actuaries to update the valuation to 31 March 2015 for FRS 17 purposes were:

Rate of salary increases
Discount rate
Inflation assumption
Pension increases

2015
%

2014
%

3.1
1.8
1.8

4.3
2.6
2.6

2015

2014

22.9
25.4

22.9
25.4

25.1
27.7

25.1
27.7

Average future life expectancies at age 65 are;

Current pensioners
Male
Female
Future pensioners
Male
Female
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24. Pension scheme information (continued)
The Group’s share of assets and liabilities in the scheme and the expected rates of return were:
Long-term
rate of return
expected at
31 March
2015
%
Equities
Bonds
Property
Cash
Other

6.4
3.4
6.9
0.9

Long-term
rate of return
Value at expected at
31 March
31 March
2015
2014
£000
%
61,194
10,227
10,562
1,677
167

6.4
3.4
6.9
0.9

Value at
31 March
2014
£000
56,265
9,100
8,493
1,972

83,827
83,927

75,830
76,479

Deficit in the Scheme at date of exit (2014: year end)
Deferred tax asset

(100)
-

(649)
136

Net pension deficit

(100)

(513)

Total market value of assets
Present value of scheme liabilities

Analysis of Amount Charged to Operating Profit
2015
£000

2014
£000

Current service cost

383

322

Total operating charge

383

322

4,492
(3,237)

3,486
(3,431)

1,255

55

(1,323)

7,454

Analysis of the amount credited to other finance income

Expected return on pension scheme assets
Interest on pension scheme liabilities
Total other finance income
Amount recognised in the statement of total recognised
gains and losses
Actuarial loss recognised in the statement
of total recognised gains and losses
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24. Pension scheme information (continued)
Analysis of movements in deficit during the year
2015
£000

2014
£000

(649)
(383)
1,000
1,255
(1,323)

(8,817)
(322)
981
55
7,454

(100)

(649)

Exceptional cessation cost (Note 3)

(1,900)

-

Cessation liability due to Nilgosc

(2,000)

At beginning of period
Current service cost
Employers’ contributions
Net return on assets
Actuarial (loss)/gain
Balance at date of withdrawal from Scheme (2014: year end)

The cessation liability will be paid over the next two years (Note 13 other creditors and note 14)

25. Future capital commitments
At 31 March 2015 the directors have authorised future capital expenditure which, without taking account of
government grants, amounts to:
2015
£000

Group
2014
£000

2015
£000

Society
2014
£000

Contracted

341

940

-

-

Non contracted

425

150

-

-
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26. Other financial commitments
At 31 March 2015 the Group and society’s annual commitments under
non-cancellable operating leases were as follows:
Plant and
buildings
2015
2014
£000
£000

Plant and
equipment
2015
2014
£000
£000

Group
Leases expiring:
Within one year
Within two to five years
After more than five years

121
25

91
25

461
2,207
138

484
2,116
165

146

116

2,806

2,765

26. Other financial commitments
Plant and
buildings

Plant and
equipment

2015

2014

2015

2014

£000

£000

£000

£000

Society
Leases expiring:
Within one year
Within two to five years

-

-

58
684

74
710

After more than five years

-

-

-

43

-

-

742

827

27. Related party transactions
The directors, with the exception of the appointed directors, are all engaged in dairy farming and supply their milk to
United on the same terms as all other members. They are also entitled to utilise all other services made available by
United on the same terms as other members.
The net value of milk purchased from and services provided to these directors during the year was £3,818,195
(2014 – £4,400,673).
At 31 March 2015 the net amount owed to the directors was £304,728 (2014 – £463,519).
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28. Contingent liabilities
The society is responsible for the collection and payment of quota levy liability due by suppliers of milk to the society.
It is unlikely any quota levy will be payable for the year ended 31 March 2015.
The society has provided an unlimited guarantee in favour of the Ulster Bank in respect of United Group borrowings
from Ulster Bank. At 31 March 2015 the United Group borrowings from Ulster Bank amounted to some £82 million
(2014: £63 million).
The banking facilities of the subsidiary, United Feeds Limited are secured by a floating charge over the company’s
assets.
Under the terms of different grant schemes there exists a contingent liability to repay grants received if certain
conditions therein are not fulfilled.
Certain other contingent liability claims and guarantees occur in the normal course of business but it is not considered
that any material liabilities will arise.
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Pennybridge
Ballymena

Technical Centre
Ballymena

United Feeds
Belfast

Dale Farm House
Belfast

Dromona
Cullybackey

Rowan Glen
Newton Stewart

Mullins
Kilrea

Kendal
Cumbria

Dunmanbridge
Cookstown

Ash Manor
Wrexham

Fivemiletown Cheese

United Feeds
Dungannon

UNITED DAIRY FARMERS
Telephone: 028 9037 2237
Email: info@utdni.co.uk
www.utdni.co.uk

