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IRVING, Texas, Aug. 5, 2020 /PRNewswire/ -- Darling Ingredients Inc. (NYSE: DAR, "Darling") -

-

Second Quarter 2020

Net income of $65.4 million, or $0.39 per GAAP diluted share

Net Sales of $848.7 million

Combined adjusted EBITDA of $195.2 million

Core business EBITDA of $126.1 million, $16 million better than Q1-2020; $24

million better than Q2-2019, excluding the $13.1 million gain on the sale of assets in Q2-

2019

Diamond Green Diesel ("DGD") earned $1.91 EBITDA per gallon on approximately 72

million gallons sold

In July, Darling received an $80 million distribution from DGD, total distributions received

in 2020 is $205 million

Darling reported net sales of $848.7 million for the second quarter of 2020, as compared with

net sales of $827.3 million for the same period a year ago.  Net income attributable to Darling

for the three months ended June 27, 2020 was $65.4 million, or $0.39 per diluted share,

compared to a net income of $26.3 million, or $0.16 per diluted share, for the second quarter of

2019.

"We had another solid quarter of execution from our employees worldwide who delivered a

strong second quarter financial performance, generating $195 million of combined adjusted

EBITDA," said Randall C. Stuewe, Chairman and Chief Executive Officer of Darling Ingredients

Inc. "Our core business navigated through a turbulent second quarter with our feed segment
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posting its best quarterly EBITDA of $85.2 million in over the last three years. We did benefit

from over 40 million pounds of depopulated hog volumes through our processing locations

during the quarter."

"Darling's diversification provides our global business platform earnings sustainability as

demonstrated in the second quarter. Our DGD JV financial performance was impacted by the

sharp decline in the energy sector as a result of the COVID pandemic, but still produced good

results which were enhanced by a better performance in our feed segment. Excluding the gain

on the sale of assets in the food segment from a year ago, this year's food segment

performance was on par to 2019," added Stuewe.

"We did use the DGD distribution proceeds received in April to pay down our outstanding debt

in the second quarter, lowering our leverage ratio to 2.39 as measured by our bank covenant.

We remain diligent on our capital expenditures, investing approximately $123 million for the first

six months of 2020. We continue to target a deferral of 15% to 20% in capital expenditures as

the uncertainty surrounding COVID-19 persists," commented Stuewe.

The Darling Ingredients Board has approved replenishing the Company's previously announced

share repurchase program back to $200 million of availability and have extended the term of the

program for an additional two years to August 13, 2022, to be exercised depending on market

conditions. The repurchases may be made from time to time on the open market at prevailing

market prices or in negotiated transactions off the market. Repurchases may occur over the

authorized period unless extended or shortened by the Board of Directors.

In accordance with the distribution policy at Diamond Green Diesel, Darling received an $80

million distribution from DGD in July 2020. Total distributions received in the first six months of

2020 total $205 million.

For the six months ended June 27, 2020, Darling reported net sales of $1.7 billion, as compared

with net sales of $1.7 billion for the same period of 2019. Net Income attributable to Darling for

the first six months of 2020 was $150.9 million, or $0.90 per diluted share, as compared to a net

income of $44.3 million, or $0.26 per diluted share, for the first six months of 2019.

As of June 27, 2020, Darling had $76.2 million in cash and cash equivalents, and $939.7

million available under committed revolving credit agreements. Total debt outstanding at the end

of the second quarter of 2020 was $1.6 billion.



Combined adjusted EBITDA was $195.2 million for the second quarter of 2020, compared

to $159.4 million for the same period in 2019. On a year-to-date basis, combined adjusted

EBITDA totaled $408.5 million for 2020, compared to $292.7 million on a year-to-date basis for

2019.



Segment Financial Tables (in thousands)

Three Months Ended June 27, 2020
Feed
Ingredients

Food
Ingredients

Fuel
Ingredients Corporate Total

Net Sales $    503,690 $  278,934 $    66,049 $            - $    848,673
Cost of sales and operating expenses 367,902 220,159 44,286 - 632,347
Gross Margin $    135,788 $    58,775 $    21,763 $            - $    216,326

Loss/(gain) on sale of assets 76 (48) (1) - 27
Selling, general and administrative expenses 50,484 22,564 3,953 13,192 90,193
Depreciation and amortization 52,683 19,972 7,980 2,675 83,310
Equity in net income of Diamond Green Diesel - - 63,492 - 63,492
Segment operating income/(loss) $      32,545 $    16,287 $    73,323 $ (15,867) $    106,288
Equity in net income of unconsolidated subsidiaries $           692 $              - $              - $            - $           692
Segment Income/(loss) $      33,237 $    16,287 $    73,323 $ (15,867) $    106,980

Segment EBITDA $      85,228 $    36,259 $    17,811 $ (13,192) $    126,106
DGD adjusted EBITDA (Darling's Share) $                - $              - $    69,108 $            - $      69,108
Combined adjusted EBITDA $      85,228 $    36,259 $    86,919 $ (13,192) $    195,214

Three Months Ended June 29, 2019
Feed
Ingredients

Food
Ingredients

Fuel
Ingredients Corporate Total

Net Sales $    487,447 $  274,835 $    65,042 $            - $    827,324
Cost of sales and operating expenses 376,955 214,444 53,317 - 644,716
Gross Margin $    110,492 $    60,391 $    11,725 $            - $    182,608

Gain on sale of assets (524) (13,379) (23) - (13,926)
Selling, general and administrative expenses 46,465 23,431 425 10,696 81,017
Depreciation and amortization 48,720 19,861 8,362 2,543 79,486
Equity in net income of Diamond Green Diesel - - 38,093 - 38,093
Segment operating income/(loss) $      15,831 $    30,478 $    41,054 $ (13,239) $      74,124
Equity in net income of unconsolidated subsidiaries $             82 $              - $              - $            - $             82
Segment income/(loss) $      15,913 $    30,478 $    41,054 $ (13,239) $      74,206

Segment EBITDA $      64,551 $    50,339 $    11,323 $ (10,696) $    115,517
DGD adjusted EBITDA (Darling's Share) $                - $              - $    43,894 $            - $      43,894
Combined adjusted EBITDA $      64,551 $    50,339 $    55,217 $ (10,696) $    159,411

Segment Financial Tables (in thousands) continued

Six Months Ended June 27, 2020
Feed
Ingredients

Food
Ingredients

Fuel
Ingredients Corporate Total

Net Sales $ 1,016,315 $  549,228 $  135,972 $            - $ 1,701,515
Cost of sales and operating expenses 756,355 425,589 97,311 - 1,279,255
Gross Margin $    259,960 $  123,639 $    38,661 $            - $    422,260

Loss/(gain) on sale of assets 126 (46) 8 - 88
Selling, general and administrative expenses 104,431 48,040 5,607 28,308 186,386
Depreciation and amortization 106,204 40,277 16,072 5,428 167,981
Equity in net income of Diamond Green Diesel - - 161,312 - 161,312
Segment operating income/(loss) $      49,199 $    35,368 $  178,286 $ (33,736) $    229,117
Equity in net income of unconsolidated subsidiaries $        1,561 $              - $              - $            - $        1,561
Segment income/(loss) $      50,760 $    35,368 $  178,286 $ (33,736) $    230,678

Segment EBITDA $    155,403 $    75,645 $    33,046 $ (28,308) $    235,786
DGD adjusted EBITDA (Darling's Share) $                - $              - $  172,742 $            - $    172,742
Combined adjusted EBITDA $    155,403 $    75,645 $  205,788 $ (28,308) $    408,528



Six Months Ended June 29, 2019
Feed
Ingredients

Food
Ingredients

Fuel
Ingredients Corporate Total

Net Sales $    983,266 $  553,999 $  125,163 $            - $ 1,662,428
Cost of sales and operating expenses 763,814 428,448 103,367 - 1,295,629
Gross Margin $    219,452 $  125,551 $    21,796 $            - $    366,799

Loss/(gain) on sale of assets (4,914) (13,265) 3 - (18,176)
Selling, general and administrative expenses 95,296 45,318 (329) 25,735 166,020
Depreciation and amortization 98,089 39,372 16,160 5,029 158,650
Equity in net income of Diamond Green Diesel - - 62,370 - 62,370
Segment operating income/(loss) $      30,981 $    54,126 $    68,332 $ (30,764) $    122,675
Equity in net loss of unconsolidated subsidiaries $         (422) $              - $              - $            - $         (422)
Segment income/(loss) $      30,559 $    54,126 $    68,332 $ (30,764) $    122,253

Segment EBITDA $    129,070 $    93,498 $    22,122 $ (25,735) $    218,955
DGD adjusted EBITDA (Darling's Share) $                - $              - $    73,721 $            - 73,721
Combined adjusted EBITDA $    129,070 $    93,498 $    95,843 $ (25,735) $    292,676



Darling Ingredients Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

June 27, 2020 and December 28, 2019
(in thousands)

June 27, December 28,
2020 2019

ASSETS (unaudited)
Current assets:
    Cash and cash equivalents $       76,185 $          72,935
    Restricted cash 103 110
    Accounts receivable, net 375,908 406,338
    Inventories 394,708 362,957
    Prepaid expenses 46,003 46,599
    Income taxes refundable 3,752 3,317
    Other current assets 34,392 25,032
        Total current assets 931,051 917,288

Property, plant and equipment, net 1,773,329 1,802,411
Intangible assets, net 485,148 526,394
Goodwill 1,217,177 1,223,291
Investment in unconsolidated subsidiaries 729,094 689,354
Operating lease right-of-use assets 134,901 124,726
Other assets 41,651 47,400
Deferred income taxes 14,803 14,394

$  5,327,154 $     5,345,258

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
    Current portion of long-term debt $       42,758 $          90,996
    Accounts payable, principally trade 197,528 239,252
    Income taxes payable 16,474 8,895
    Current operating lease liabilities 39,532 37,805
    Accrued expenses 310,004 311,391
        Total current liabilities 606,296 688,339
Long-term debt, net of current portion 1,553,118 1,558,429
Long-term operating lease liabilities 99,482 91,424
Other noncurrent liabilities 109,046 115,785
Deferred income taxes 260,858 247,931
        Total liabilities 2,628,800 2,701,908

Commitments and contingencies
Total Darling's stockholders' equity 2,633,360 2,565,819
Noncontrolling interests 64,994 77,531
        Total stockholders' equity $  2,698,354 $     2,643,350

$  5,327,154 $     5,345,258



Darling Ingredients Inc. and Subsidiaries
Consolidated Operating Results

For the Three-Month and Six-Month Periods Ended June 27, 2020 and June 29, 2019
(in thousands, except per share data)

(unaudited)

Three Months Ended Six Months Ended

$ Change $ Change
June 27, June 29, Favorable June 27, June 29, Favorable

2020 2019 (Unfavorable) 2020 2019 (Unfavorabl
Net sales $ 848,673 $ 827,324 $          21,349 $ 1,701,515 $ 1,662,428 $          39,08
Costs and
expenses:

Cost of sales
and operating
expenses 632,347 644,716 12,369 1,279,255 1,295,629 16,37
Loss (gain) on
sale of assets 27 (13,926) (13,953) 88 (18,176) (18,26
Selling,
general and
administrative
expenses 90,193 81,017 (9,176) 186,386 166,020 (20,36
Depreciation
and
amortization 83,310 79,486 (3,824) 167,981 158,650 (9,33

Total costs and
expenses 805,877 791,293 (14,584) 1,633,710 1,602,123 (31,58

Equity in net
income of
Diamond
Green Diesel 63,492 38,093 25,399 161,312 62,370 98,94

Operating income 106,288 74,124 32,164 229,117 122,675 106,44

Other expense:
Interest
expense (17,920) (20,853) 2,933 (37,010) (40,729) 3,71
Debt
extinguishment
costs - (12,126) 12,126 - (12,126) 12,12
Foreign
currency
gain/(loss) (1,134) (388) (746) 530 (1,120) 1,65
Other income
(expense), net (1,485) (2,019) 534 (3,366) (4,544) 1,17

Total other
expense (20,539) (35,386) 14,847 (39,846) (58,519) 18,67
Equity in net
income/(loss) 
    of
unconsolidated
subsidiaries 692 82 610 1,561 (422) 1,98
Income before
income taxes 86,441 38,820 47,621 190,832 63,734 127,09
Income tax
expense 19,946 7,776 (12,170) 38,246 13,050 (25,19
Net income 66,495 31,044 35,451 152,586 50,684 101,90
Net income
attributable to

noncontrolling
interests (1,056) (4,786) 3,730 (1,637) (6,414) 4,77

Net income
attributable to
Darling $   65,439 $   26,258 $          39,181 $    150,949 $      44,270 $        106,67



Basic income per
share: $       0.40 $       0.16 $              0.24 $          0.93 $          0.27 $              0.6
Diluted income per
share: $       0.39 $       0.16 $              0.23 $          0.90 $          0.26 $              0.6

Number of diluted
common shares: 165,999 168,432 166,963 168,546



Darling Ingredients Inc. and Subsidiaries
Consolidated Statement of Cash Flows

Periods Ended June 27, 2020 and June 29, 2019
(in thousands)

(unaudited)

Six Months Ended

June 27, June 29,
Cash flows from operating activities: 2020 2019

Net income $  152,586 $     50,684
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 167,981 158,650
Loss/(gain) on disposal of property, plant, equipment and other assets 88 (18,176)
Gain on insurance proceeds from insurance settlement - (845)
Deferred taxes 13,998 (3,137)
Increase (decrease) in long-term pension liability (890) 1,010
Stock-based compensation expense 15,566 14,182
Write-off deferred loan costs - 4,547
Deferred loan cost amortization 2,835 3,010
Equity in net income of Diamond Green Diesel and other unconsolidated subsidiaries (162,873) (61,948)
Distributions of earnings from Diamond Green Diesel and other unconsolidated subsidiaries 125,891 17,755
Changes in operating assets and liabilities, net of effects from acquisitions:
     Accounts receivable 26,077 27,218
     Income taxes refundable/payable 6,119 7,140
     Inventories and prepaid expenses (35,413) (17,374)
     Accounts payable and accrued expenses (33,375) (29,849)
     Other (14,941) 1,437

Net cash provided by operating activities 263,649 154,304

Cash flows from investing activities:
Capital expenditures (123,204) (167,871)
Acquisitions, net of cash acquired - (1,431)
Investment in unconsolidated subsidiary - (1,000)
Gross proceeds from disposal of property, plant and equipment and other assets 1,053 9,814
Proceeds from insurance settlement - 845
Payments related to routes and other intangibles (3,712) (3,150)

Net cash used by investing activities (125,863) (162,793)

Cash flows from financing activities:
Proceeds from long-term debt 16,164 507,722
Payments on long-term debt (18,239) (526,230)
Borrowings from revolving credit facility 375,971 273,485
Payments on revolving credit facility (405,800) (266,884)
Net cash overdraft financing (26,461) 11,178
Deferred loan costs - (7,003)
Issuance of common stock 67 12
Repurchase of common stock (55,044) -
Minimum withholding taxes paid on stock awards (4,863) (3,193)
Acquisition of noncontrolling interest (8,784) -
Distributions to noncontrolling interests (987) -

Net cash used by financing activities (127,976) (10,913)
Effect of exchange rate changes on cash flows (6,567) (853)
Net increase/(decrease) in cash, cash equivalents and restricted cash 3,243 (20,255)
Cash, cash equivalents and restricted cash at beginning of year 73,045 107,369
Cash, cash equivalents and restricted cash at end of period $     76,288 $     87,114

Supplemental disclosure of cash flow information:
Accrued capital expenditures $               23 $      (7,542)

Cash paid during the period for:



Interest, net of capitalized interest $     35,070 $     45,196

Income taxes, net of refunds $     18,030 $     12,607

Non-cash operating activities:
Operating lease right of use obtained in exchange for new lease liabilities $     28,801 $        7,492

Non-cash financing activities:
Debt issued for service contract assets $               21 $                    -

Diamond Green Diesel Joint Venture
Condensed Consolidated Balance Sheets

June 30, 2020 and December 31, 2019
(in thousands)

June 30, December 31,
2020 2019

Assets:  (unaudited) 
Total current assets $        581,334 $       668,026
Property, plant and equipment, net 894,415 713,489
Other assets 27,959 30,710

Total assets $     1,503,708 $    1,412,225

Liabilities and members' equity:
Total current portion of long term debt $               495 $              341
Total other current liabilities 89,533 75,802
Total long term debt 8,969 8,742
Total other long term liabilities 4,023 4,422
Total members' equity 1,400,688 1,322,918

Total liabilities and members' equity $     1,503,708 $    1,412,225



Darling Ingredients Inc. reports Adjusted EBITDA results, which is a Non-GAAP financial

measure, as a complement to results provided in accordance with generally accepted

accounting principles (GAAP) (for additional information, see "Use of Non-GAAP Financial

Measures" included later in this media release). The Company believes that Adjusted EBITDA

provides additional useful information to investors. Adjusted EBITDA, as the Company uses the

term, is calculated below:

Diamond Green Diesel Joint Venture
Operating Financial Results

For the Three-Month and Six-Month Periods Ended June 30, 2020 and June 30, 2019
(in thousands)

(unaudited)

Three Months Ended Six Months Ended

$ Change
June 30, June 30, Favorable June 30, June 30,

Revenues: 2020 2019 (Unfavorable) 2020 2019 (
Operating
revenues $        295,826 $        294,811 $            1,015 $        654,441 $        597,529 $

Expenses:
Total costs and
expenses less

depreciation,
amortization
and
accretion
expense 157,611 207,024 49,413 308,958 450,087

Depreciation,
amortization and 11,114 11,914 800 22,888 23,332

accretion
expense

Total costs and
expenses 168,725 218,938 50,213 331,846 473,419

Operating
income 127,101 75,873 51,228 322,595 124,110

Other income 200 634 (434) 661 1,275
Interest and
debt
expense, net (317) (321) 4 (632) (645)
Net income $        126,984 $          76,186 $          50,798 $        322,624 $        124,740 $



Reconciliation of Net Income to (Non-GAAP) Adjusted EBITDA and (Non-GAAP) Pro forma Adjusted EBITDA
For the Three-Month and Six-Month Periods Ended June 27, 2020 and June 29, 2019

Three Months Ended Six Months Ended 

Adjusted EBITDA June 27, June 29, June 27, June 29,
(U.S. dollars in thousands) 2020 2019 2020 2019

Net income attributable to Darling $          65,439 $          26,258 $       150,949 $          44,270
Depreciation and amortization 83,310 79,486 167,981 158,650
Interest expense 17,920 20,853 37,010 40,729
Income tax expense 19,946 7,776 38,246 13,050
Foreign currency loss/(gain) 1,134 388 (530) 1,120
Other expense, net 1,485 2,019 3,366 4,544
Debt extinguishment costs - 12,126 - 12,126
Equity in net (income) of Diamond Green
Diesel (63,492) (38,093) (161,312) (62,370)
Equity in net (income)/loss of unconsolidated
subsidiaries (692) (82) (1,561) 422
Net income attributable to noncontrolling
interests 1,056 4,786 1,637 6,414
    Adjusted EBITDA (Non-GAAP) $       126,106 $       115,517 $       235,786 $       218,955

Foreign currency exchange impact 1,951 (1) - 4,109 (2) -
    Pro forma Adjusted EBITDA to Foreign
Currency (Non-GAAP) $       128,057 $       115,517 $       239,895 $       218,955
DGD Joint Venture Adjusted EBITDA
(Darling's Share) $          69,108 $          43,894 $       172,742 $          73,721

Darling plus Darling's share of DGD Joint
Venture Adjusted EBITDA $       195,214 $       159,411 $       408,528 $       292,676

(1) The average rate assumption used in this calculation was the actual fiscal average rate for the three months ended June 27, 2020 of
€1.00:USD$1.10 and CAD$1.00:USD$0.72, as compared to the average rate for the three months ended June 29, 2019 of  €1.00:USD$1.12
and CAD$1.00:USD$0.75, respectively.

(2) The average rate assumption used in this calculation was the actual fiscal average rate for the six months ended June 27, 2020 of
€1.00:USD$1.10 and CAD$1.00:USD$0.73, as compared to the average rate for the six months ended June 29, 2019 of  €1.00:USD$1.13
and CAD$1.00:USD$0.75, respectively.

For the three and six months ended June 29, 2019, Adjusted EBITDA included a gain on the

sale of assets of approximately $13.1 million. 


