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Farmer Bros. Reports Fiscal 2008 Net Loss Per Sh&e.55
2008-09-16

Farmer Bros. Co. (NASDAQ: FARM) today reported a net loss for its fourth fiscal quarter ended June 30, 2008 of $4.0
million or $0.28 per share, compared with net income in last year’s fourth quarter of $1.3 million or $0.09 per share. For
full fiscal year, the Company reported a net loss of $7.9 million or $0.55 per share, compared with fiscal 2007 net income
$6.8 million or $0.48 per share.

The decline in earnings was the result of higher losses from operations and significant losses in the Company’s investme
portfolio:

Pretax losses from operations were $10.6 million in fiscal 2008 compared to $4.1 million in fiscal 2007. The fourth quarte
pretax loss from operations increased from $0.2 million in 2007 to the 2008 loss of $7.9 million, which includes a $5.8
million LIFO inventory adjustment, a $1.8 million increase in the costs of providing coffee brewing equipment to custome
and higher commodity and fuel costs that could not be recovered through price increases.

Due to turbulent conditions in the financial markets pretax losses in the investment portfolio were $12.3 million in fiscal 2
compared to income of $1.2 million in fiscal 2007. For the fourth quarter of fiscal 2008 the pretax investment loss was $0
compared to a loss of $0.7 in the prior year quarter.

The Company reported revenues in the fourth quarter of $66.9 million, up 15% from $58.1 million in last year’s fourth
quarter, and revenues in 2008 fiscal year were $266.5 million, up 23% from last year’s $216.3 million. Approximately 709
of the increase in the 2008 revenues reflected the addition of sales from Coffee Bean Intl. (CBI), which the Company
acquired in April 2007. Non-CBI sales increased 7% over the last fiscal year, reflecting a 5% increase in unit sales.

The cost of goods sold as a percentage of revenues increased to 55% in fiscal 2008 from 50% in the prior year, and incr
in the fourth quarter to 61% in 2008 from 49% in 2007. The increases reflect a LIFO adjustment in the fourth quarter in tt
amount of $5.8 million that resulted from higher inventory levels and commaodity price increases, and an increase of $1.8
million in costs of providing coffee brewing equipment to serve our customers, including chain and national accounts. Du
June 2008, the cost of green coffee was 22% higher than in June 2007. As a result, gross profit margin decreased in the
guarter to 39% compared with 51% in the prior year, and 45% for fiscal 2008 as compared to 50% in fiscal 2007.

Selling, general and administrative expenses as a percentage of sales declined to 49% in fiscal 2008 from 52% in fiscal .
The most recent year includes the addition of CBI's operating expenses for a full year and the amortization of acquisition
costs.

'Although we’re not pleased with the financial results for fiscal 2008, we believe we’ve achieved solid progress in our
operations over the past year, with organic revenue and volume growth and the completion of the integration of CBI,’ sai
Rocky Laverty, President and CEO. 'This has been a year of challenges, but 2008 also has been a year for long-term
investment, with a goal of accelerating our revenue growth and ensuring the lowest cost of operations. In fiscal 2008 we
invested in new plant and equipment at CBI to increase capacity to meet growing customer demand, we invested in our
Torrance facility to increase productivity and ensure the continued freshness and quality of all of our products, and we
invested in our organization to add sales, marketing and supply chain management expertise. In addition, we increased
inventories to meet the needs of an expanding customer base and to protect against the volatility of green coffee prices.

"As we enter 2009 we are well positioned to drive revenue growth at appropriate margins in all of our operating divisions
and believe that top-line growth will, in the future, create opportunities to leverage our distribution and manufacturing ass
and open the door to improved operating profits," added Mr. Laverty.

The Company ended the fiscal year with cash and short-term investments of $123.3 million compared with $142.1 millior
the end of the third quarter of fiscal 2008 and $170.6 million at the end of fiscal 2007. These changes primarily reflect
investment in fixed assets, led by investment in relocating and updating CBI’'s plant, decrease in market value of preferre
stock and an increase in and higher values of inventory.

The Company reported the following operational highlights during the quarter:

Coffee Bean International, a wholly owned subsidiary based in Portland, Ore. and one of the nation’s leading specialty ct
roasters and wholesalers, completed major milestones in its construction of a new facility in Portland that will increase its
production capacity and efficiency so it can meet growing demand. The Company remains on track with its expectation f
the costs of this relocation and expansion to be about $15 million. CBI moved into and began production in this new facil
in August 2008.

Combined efforts of the Farmer Brothers (FBC) and CBI marketing and sales teams continue to broaden our customer b
and utilize the combined resources of the two companies. CBI continued in the fourth quarter to help FBC compete for -
win - new national accounts, including business from chain restaurants, convenience stores, healthcare providers and ce

Farmer Bros. implemented its new mobile sales system throughout the sales and distribution organization in the fourth
quarter of fiscal 2008. When the conversion is complete Farmer Bros. will have one of the nation’s largest networks of
vehicle-based terminals. This is part of the multi-year computer system upgrade that was designed to help employees be


http://www.hotelnewsresource.com/article34570.html
http://www.hotelnewsresource.com/article34570.html

efficient and effective in serving customers.

Farmer Bros. Co. is an institutional coffee roaster that sells a variety of coffee and allied products to the food service ind
and private-label customers such as retailers.
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