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Vaughan Foods Reports Third Quarter and Nine Month 2007 Operating Results
	


MOORE, Oklahoma — November 8, 2007 — Vaughan Foods, Inc. (Nasdaq: FOOD), a regional leader in fresh-cut vegetables and fruit products, and a broad line of refrigerated prepared salads, sauces, soups, stews and side-dishes, announced its operating results for the third quarter and nine-month period ended September 30, 2007.   
Third Quarter Results

Net sales increased by 58.0 percent to $20.5 million, from $13.0 million in the year-earlier quarter, which largely reflects the acquisition of Allison’s Gourmet Kitchens (“Allison’s) on June 30, 2007.  Excluding the sales contribution from Allison’s, net sales increased by 4.2 percent,  which resulted from higher pricing per pound and fewer credit memos processed for returns of lettuce products due to higher quality lettuce in 2007 compared to 2006.
Gross profit increased to $2.6 million, or 12.7 percent of net sales, compared to $593,000, or 4.6 percent of net sales, in the third quarter of 2006.  The significant improvement in gross profit margin was due to the acquisition of Allison’s, which carries higher average gross margins on its products, as well as higher overall prices, higher quality raw materials, and higher labor efficiencies in the fresh-cut vegetable business.  

Operating income was $423,000, compared to an operating loss of $312,000 in the third quarter of 2006.  Vaughan generated net income of $96,000, or $0.02 per share, compared to a net loss of $590,000, or $0.26 per share, in the year-earlier quarter.  
Nine-Month Results
Net sales increased by 19.5 percent to $47.0 million in the first nine months of 2007, compared to $39.3 million in the year-earlier period. Gross profit was $5.1 million, or 10.8 percent of net sales, compared to $2.5 million, or 6.3% of net sales, in the first nine months of 2006. Operating income was $1.1 million, compared to an operating loss of $664,000.  Vaughan reported a net loss of $462,000, or $0.15 per share, compared to a net loss of $1.0 million, or $0.45 per share.  
Herb Grimes, Chairman and CEO of Vaughan Foods, commented, “We are pleased with the progress we have made since the completion of our IPO in July.  We are continuing to work on cost initiatives and driving profitable sales growth which remains a key priority for Vaughan Foods. We have made significant headway on these two objectives over the past quarter.  Clearly, the inclusion of Allison’s, a higher margin business, contributed to our improved profitability in the quarter, but the marked improvement in gross margin also reflects our successful efforts to develop a more profitable customer base, higher quality control and greater labor efficiencies resulting from our expanded manufacturing facility. As we continue to grow and expand our business, we believe that our larger size and broadened product offering will afford us additional opportunities for more efficient buying, marketing and sales efforts.   

“Acquisitions also remain a key priority for Vaughan Foods, as our goal is to ultimately take our successful regional model to a national scale over the next three to five years. We continue to evaluate acquisition opportunities that are a good strategic fit with Vaughan and will enhance shareholder value.”
Grimes added, “As a newly-public company, we are continuing to scale our business and our infrastructure, necessary to support our growth. In this connection, we have added a number of new members to our management team, and also have several initiatives underway, including Sarbanes-Oxley implementation and shoring up our information technology infrastructure, which will enable greater manufacturing and processing efficiencies.”
Pro-Forma Results

The pro-forma consolidated results include the assumption that Allison’s was acquired on or before January 1, 2006.

Third Quarter Results
Net sales increased by 13.2 percent to $20.5 million in the third quarter of 2007 from pro-forma net sales of $18.1 million in the third quarter of 2006.  

Gross profit of $2.6 million, or 12.7 percent of net sales in the third quarter of 2007, compares to pro-forma gross profit of $1.8 million, or 10.0 percent of net sales, in the third quarter of 2006.  
Net income was $96,000 or $0.02 per share in the third quarter of 2007, compared with a pro-forma net loss of $298,000, or $0.13 per share in the comparable period of 2006. 

The following table shows the actual results in the third quarter of 2007, compared with the pro-forma results in the year-earlier quarter (dollars in thousands, except per share data):
	
	Three Months Ended September 30,

	
	Actual
	
	Pro-Forma

	
	2007
	
	2006

	Net sales
	 $  20,474 
	
	 $       18,092 

	Cost of sales
	      17,877 
	
	          16,286 

	Gross profit
	        2,597 
	
	            1,806 

	
	
	
	

	Selling, general and administrative expenses
	        2,174 
	
	            1,567 

	Operating income
	           423 
	
	                239 

	
	
	
	

	Interest expense
	          (330)
	
	              (728)

	Other income, net
	              65 
	
	                    8 

	Income (loss) before income taxes
	           158 
	
	              (481)

	Income tax expense (benefit)
	              62 
	
	              (183)

	Net income (loss)
	 $          96 
	
	 $           (298)

	
	
	
	

	Weighted average shares outstanding (000)
	        4,623 
	
	            2,300 

	
	
	
	

	Net income (loss) per share - basic and diluted
	 $       0.02 
	
	 $          (0.13)

	
	
	
	


Nine-Month Results
Net sales increased by 13.7 percent to $59.2 million on a pro-forma basis in the first nine months of 2007 from pro-forma net sales of $52.1 million in the comparable period of 2007. 

Pro-forma gross profit was $7.7 million, or 13.0 percent of pro-forma net sales in the first nine months of 2007, compared to pro-forma gross profit of $5.2 million, or 10.0 percent of net sales, in first nine months of 2006.  
Pro-forma net income was $273,000 or $0.09 per share in the first nine months of 2007, compared with a pro-forma net loss of $531,000, or $0.23 per share in the comparable period of 2006. The following table shows the pro-forma results in the first nine months of 2007, compared with the pro-forma results in the year-earlier period (dollars in thousands, except per share data):
	
	Nine Months Ended September 30,

	
	Pro-Forma

	
	2007
	
	2006

	Net sales
	 $  59,201 
	
	 $       52,055 

	Cost of sales
	      51,520 
	
	          46,826 

	Gross profit
	        7,681 
	
	            5,229 

	
	
	
	

	Selling, general and administrative expenses
	        5,456 
	
	            4,797 

	Operating income
	        2,225 
	
	                432 

	
	
	
	

	Interest expense
	      (1,853)
	
	           (1,325)

	Other income, net
	              68 
	
	                  36 

	Income (loss) before income taxes
	           440 
	
	              (857)

	Income tax expense (benefit)
	           167 
	
	              (326)

	Net income (loss)
	 $        273 
	
	 $           (531)

	
	
	
	

	Weighted average shares outstanding (000)
	        3,074 
	
	            2,300 

	
	
	
	

	Net income (loss) per share - basic and diluted
	 $       0.09 
	
	 $          (0.23)

	
	
	
	


Conference Call Information

Vaughan will host a conference call to discuss its results on November 9, 2007 at 10 a.m. ET.  Interested parties should call 877-407-8033 (domestic) or 201-689-8033 (international) approximately 5 minutes prior to the start of the call.  You may also access this call via the Internet at:  




 http://www.vcall.com/CEPage.asp?ID=122761
For those who are unavailable to listen to the live broadcast, a replay will be available through December 9, 2007 by dialing 877-660-6853 (domestic) or 201-612-7415 (international) and using account # 286 and conference ID # 261004.

About Vaughan Foods, Inc. 

Vaughan Foods and its subsidiaries prepare refrigerated chicken, tuna, bean, and pasta salads, as well as fresh-cut produce (salad and salad mixes), which it distributes to its customers in the Midwest, Southeast, and Southwest. Among its customers are restaurants, grocery store delis and food service businesses. 
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