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FOR IMMEDIATE RELEASE



30 September, 2003

RESULTS FOR THE SECOND QUARTER 2003

MOSCOW, September 30, 2003 - SUN Interbrew Limited (Lux: SUNB5-LX), a leading brewer in Russia and Ukraine, wishes to announce its financial results for the second quarter ended 30 June 2003.

Results

Operational Highlights

The positive trend evolving over the last quarter of 2002 and the first quarter this year has followed through into the second quarter, supported by the following achievements by SUN Interbrew Ltd:

· Volume growth in Russia of 38%, far exceeding and significantly driving the total market growth of 8%. This resulted in a market share increase from 11.9% in the second quarter 2002 to 15.2 % in the second quarter 2003.
· Market leadership in Ukraine further strengthened, with volume growth of 39% and a market share increase from 30.6% to 33.8 %.
· EBITDA increased by €10m in Q2 2002 versus Q2 2003 and reached €36.5m. 

· Excluding the negative currency impact, Organic EBITDA was €50m, or 23.5% more than in the second quarter 2002. 

· Net Income was  €9m for the period, 150% higher than in the same period last year.
· Organic Gross margins increased by 2.2%, primarily due to the company’s continuous efforts to introduce higher margin products into the sales mix. 
· Klinskoye® and Sibirskaya Korona® brands recovered, alongside significant growth for Staropramen®  following its launch at the beginning of the year and a successful introduction of Beloye, a new variety of the Sibirskaya Korona® brand. The growth of Stella Artois®  and Chernigivske® were also particular achievements in this quarter. 
· Continued reduction in distribution costs resulting from the implementation of our cross brewing strategy. 

Financial Highlights

	
	Q2 2002
	Q2 2003
	Change
	Change, %

	Volume, m hl, beer only
	3.6
	5.0
	+1.4m
	+38.6%

	Gross Margin, %
	46.0%
	44.0%
	
	-2.0%

	Operating Income, €m
	14.5
	20.7
	+6.2m
	+42.8%

	EBITDA, €m
	26.5
	36.5
	 +10.0m
	+37.7%

	EBITDA Margin, %
	20.7%
	25.1%
	
	+4.4%

	Net Income, €m
	3.5
	9.0
	+5.4m
	+154.1%


FINANCIAL PERFORMANCE IN THE SECOND QUARTER

Despite the continuing negative currency impact SUN Interbrew initiated and achieved a number of positive developments in the second quarter 2003. 


Sales, marketing and distribution costs for the second quarter were €36.9m versus €35.3m in the same quarter last year. Marketing costs were flat versus the same period last year, whilst volumes were almost 40% higher this quarter.

The average distribution cost per hl was almost €1 lower in the quarter compared to the same period last year.

Total sales and marketing costs for the quarter represent 12.9% of Net Turnover, compared to 14.4% in the second quarter 2002.

General and administration costs for the quarter were €2.7m lower than in the same quarter last year, mainly driven by payroll and consultancy savings.

RUSSIA

In total the volume of SUN Interbrew beer sold in Russia in the second quarter was 3.20m hl versus 2.31m hl in the same period last year, representing an increase of 38%. At the same time the total market volume in Russia increased by only 8%. 

Tolstiak® sales volume grew by 51% versus the second quarter 2002. This growth was stimulated by further PET expansion, an efficient pricing policy and advertising focusing on improving the quality perception. Klinskoye® sales saw a recovery with volume growing by 17%. This growth was driven by the success of PIVOPACK® and new Redkoye variety launches as well as the introduction of a new label design. 

Sibirskaya Korona® exceeded last year’s sales by 52%, driven by a new proprietary PET bottle, PIVOPACK® that has the same shelf life as a glass bottle, and the launch of the new variety, Beloye.
Stella Artois® grew by 148% as a result of further national expansion of the brand.

Sales volumes for Staropramen® continued to increase following the successful launch in the first quarter 2003.

Overall, the increase in share of premium and licensed brands in SUN Interbrew total portfolio during the second quarter 2003 had a positive effect on organic gross margins. 

Sales volumes, m Hl

	
	2003

Q2
	2002

Q2
	% change

03 vs. 02

	Beer
	3.20
	2.31
	38%
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Market Share Growth  - 2002 plus 1H 2003 (Average for the period)

UKRAINE

The volume of beer sales in Ukraine grew from 1.25m hl in the second quarter 2002 to 1.73m hl in the second quarter 2003, representing an increase of 39.2%, well ahead of the total market growth in the quarter of 25.9%.

Sales volumes, m Hl

	
	2003

Q2
	2002

Q2
	% change

03’vs 02

	Beer
	1.73
	1.25
	+39.2%

	Soft drinks
	0.35
	0.30
	+17.8%

	Total
	2.08
	1.55
	+35.1%


Market Share Growth  - 2002 plus 1H 2003 (Average for the period)
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This growth has been achieved by the continued success of the following brands:

· Rogan®, 27% growth

· Chernigivske®, 54% growth

· Excellent growth of Stella Artois®, at 77% 
SUMMARY AND OUTLOOK

The encouraging start to the year with strong performances in both Russia and Ukraine has been reinforced in the second quarter of 2003. SUN Interbrew pursued the strategy of building its diversified portfolio of brands and enabling it to take up strong positions in each segment of the market. This was supported by thoughtful and sizeable investments in marketing and commercial activities, resulting in the recovery of market share in Russia and continued growth in Ukraine.

Whilst the further strengthening of the Euro is expected to adversely affect our headline results, the bottom line performance for the year will be better than last year, provided the company keeps the momentum going in growing volumes with continued focus on higher margin products, whilst at the same time controlling costs in order to support our margin development.

ENDS

For further information please contact:


SUN Interbrew Limited

Joseph W.Strella, Chief Executive Officer              
  +7 (501) 960-2360

Luc Vanheel, Chief Financial Officer

Financial Dynamics

Ben Foster




               +44 (20) 7269 7247

Caroline Ledosquet



               +44 (20) 7269 7233

Notes to Editors:

SUN Interbrew Limited is the second largest brewer in Russia and the largest brewer in Ukraine.  The company is a strategic partnership between Interbrew, one of the largest brewers in the world, and the SUN Group, operating in the region since 1958, and in the beer sector of Russia and CIS since the beginning of 1990s.
 
The company’s main brands are Stella Artois®, Staropramen®, Klinskoye®, Sibirskaya Korona®, and Tolstiak® in Russia, and Stella Artois®, Chernigivske®, Rogan®, Taller® and Yantar® in Ukraine.
 
SUN Interbrew is a public company registered in Jersey, whose shares are listed and traded on the Luxembourg, Frankfurt and Berlin exchanges.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Statements of Operations
For the Three and Six Months Ended June 30, 2003 and 2002
(Euros in thousands, except per share amounts)

(Unaudited)
	
	
	Three months ended June 30,
	
	Six months ended June 30,

	
	
	2003
	
	2002
	
	2003
	
	2002

	
	
	
	
	
	
	
	
	

	Net Sales
	€
	145 448
	€
	128 100
	€
	228 349
	€
	212 161

	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	(81 454)
	
	(69 226)
	
	(135 534)
	
	(118 586)

	
	
	
	
	
	
	
	
	

	Gross Margin
	
	63 994
	
	58 874
	
	92 815
	
	93 575

	
	
	
	
	
	
	
	
	

	Selling, marketing and distribution expenses
	
	(36 945)
	
	(35 332)
	
	(62 470)
	
	(62 842)

	General and administrative expenses
	
	(6 326)
	
	(9 049)
	
	(12 169)
	
	(17 909)

	
	
	
	
	
	
	
	
	

	Operating Income
	
	20 723
	
	14 493
	
	18 176
	
	12 824

	
	
	
	
	
	
	
	
	

	Other Income (Expense)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest income
	
	123
	
	43
	
	137
	
	74

	Interest expense
	
	(1 914)
	
	(2 385)
	
	(4 499)
	
	(4 704)

	Foreign exchange loss
	
	(3 222)
	
	(5 556)
	
	(4 599)
	
	(6 810)

	Other – net
	
	(931)
	
	(265)
	
	(1 220)
	
	(1 049)

	
	
	
	
	
	
	
	
	

	Net other expense
	
	(5 944)
	
	(8 163)
	
	(10 181)
	
	(12 489)

	
	
	
	
	
	
	
	
	

	Income before income taxes and minority interest
	
	14 779
	
	6 330
	
	7 995
	
	335

	
	
	
	
	
	
	
	
	

	Income taxes
	
	(4 999)
	
	(2 340)
	
	(7 299)
	
	(3 088)

	
	
	
	
	
	
	
	
	

	Income (Loss) before minority interest
	
	9 780
	
	3 990
	
	696
	
	(2 753)

	
	
	
	
	
	
	
	
	

	Minority interest
	
	(821)
	
	(453)
	
	(503)
	
	(1 481)

	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	€
	8 959
	€
	3 537
	€
	193
	€
	(4 234)

	
	
	
	
	
	
	
	
	

	Basic gain (loss) per share
	€
	0.08
	€
	0.03
	€
	0.00
	€
	(0.04)

	
	
	
	
	
	
	
	
	

	Diluted gain  (loss) per share
	€
	0.08
	€
	0.03
	€
	0.00
	€
	(0.04)


See Notes to Condensed Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Balance Sheets
As of June 30, 2003 and December 31, 2002
(Euros in thousands)

	
	
	June 30, 

2003
	
	December 31, 2002

	
	
	(Unaudited)
	
	

	Assets
	
	
	
	

	
	
	
	
	

	Current Assets
	
	
	
	

	Cash and cash equivalents
	€
	5 506
	€
	7 828

	Accounts receivable, net
	
	28 368
	
	20 162

	Inventories
	
	68 690
	
	66 707

	Taxes receivable
	
	22 206
	
	25 800

	Deferred tax assets
	
	6 027
	
	6 585

	Other current assets
	
	19 510
	
	14 271

	
	
	
	
	

	
Total current assets
	
	150 307
	
	141 353

	
	
	
	
	

	Plant and equipment, net
	
	427 192
	
	401 217

	Intangible assets, net
	
	2 933
	
	3 578

	Goodwill
	
	26 544
	
	26 334

	Long-term deferred tax assets
	
	7 029
	
	9 316

	Other long-term assets, net
	
	7 206
	
	5 945

	
	
	
	
	

	
Total assets
	€
	621 211
	€
	587 743

	
	
	
	
	

	Liabilities and Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Accounts payable
	€
	43 492
	€
	35 688

	Taxes payable
	
	14 734
	
	6 313

	Deferred tax liabilities
	
	1 018
	
	2 329

	Accrued expenses
	
	4 718
	
	3 772

	Short-term obligations
	
	140 992
	
	113 648

	Short-term debt, related parties
	
	-
	
	40 641

	
	
	
	
	

	
Total current liabilities
	
	204 954
	
	202 391

	
	
	
	
	

	Long-term deferred tax liabilities
	
	8 352
	
	8 086

	Other long-term liabilities
	
	464
	
	467

	
	
	
	
	

	
Total liabilities
	
	213 770
	
	210 944

	
	
	
	
	

	Minority interests in equity of subsidiaries
	
	32 008
	
	33 289

	
	
	
	
	

	Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Class A Shares, one pence par; authorized 125,278,614 shares; issued 88,777,585 shares 
	
	
1 421
	
	
1 304

	
	
	
	
	

	Class B Shares, one pence par; authorized 30,000,000 shares; issued 27,796,220 shares
	
	
387
	
	
387

	
	
	
	
	

	Additional paid-in capital
	
	357 679
	
	319 308

	Retained earnings
	
	37 512
	
	37 319

	
	
	
	
	

	
	
	
	
	

	Accumulated other comprehensive loss
	
	(21 566)
	
	(14 808)

	
	
	
	
	

	
Total shareholders’ equity
	
	375 433
	
	343 510

	
	
	
	
	

	
Total liabilities and shareholders’ equity
	€
	621 211
	€
	587 743


See Notes to Condensed Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Statements of Cash Flows
For the Three and Six Months Ended June 30, 2003 and 2002
(Euros in thousands)

(Unaudited)
	
	
	Three months ended June 30,
	
	Six months ended June 30,

	
	
	2003
	
	2002
	
	2003
	
	2002

	
	
	
	
	
	
	
	
	

	Operating Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net profit/(loss)
	€
	8 959
	€
	3 537
	€
	193
	€
	(4 234)

	
	
	
	
	
	
	
	
	

	Adjustments to reconcile net profit (loss) to net cash provided by operations:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Depreciation
	
	16 083
	
	12 071
	
	25 689
	
	22 536

	Other non-cash items
	
	(315)
	
	(125)
	
	1 780
	
	672

	
	
	
	
	
	
	
	
	

	Changes in current assets and current liabilities net of effect from acquisitions:
	
	
	
	
	
	
	
	

	Accounts receivable
	
	(14 094)
	
	(3 534)
	
	(17 158)
	
	(2 349)

	Inventories
	
	477
	
	(2 082)
	
	(3 729)
	
	359

	Other current assets
	
	(1 029)
	
	2 317
	
	(4 638)
	
	(12 001)

	Taxes payable
	
	22 319
	
	(1 263)
	
	18 314
	
	7 617

	Accounts payable
	
	3 974
	
	11 552
	
	11 117
	
	17 259

	Accrued expenses
	
	597
	
	(3 271)
	
	1 056
	
	(1 709)

	Net cash provided by operating activities
	
	    36 971
	
	     19 202
	
	32 624
	
	28 150

	
	
	
	
	
	
	
	
	

	Investing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Purchase of intangible assets, plant and equipment (net of proceeds from disposal)
	
	(35 149)
	
	(33 221)
	
	(60 421)
	
	(62 607)

	Acquisitions of consolidated subsidiaries (net of cash acquired)
	
	(555)
	
	(1 954)
	
	(976)
	
	(1 954)

	Net cash used in investing activities
	
	(35 704)
	
	(35 175)
	
	(61 397)
	
	(64 561)

	
	
	
	
	
	
	
	
	

	Financing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net proceeds from issuance of shares
	
	-
	
	-
	
	888
	
	-

	Payments of loans payable – related parties
	
	-
	
	-
	
	(3 041)
	
	-

	(Payments) proceeds of loans
	
	(396)
	
	13 137
	
	28 604
	
	34 661

	Net cash (used in) provided by financing activities
	
	(396)
	
	13 137
	
	26 451
	
	34 661

	
	
	
	
	
	
	
	
	

	Increase (decrease) in cash and cash equivalents
	
	871
	
	(2 836)
	
	(2 322)
	
	(1 750)

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, beginning of period
	
	4 635
	
	10 563
	
	7 828
	
	9 477

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, end of period
	€
	5 506
	€
	7 727
	€
	5 506
	€
	7 727


	Cash paid during the period for:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest
	
	3 107
	
	2 015
	
	5 157
	
	3 534

	Income taxes
	
	1 594
	
	3 502
	
	2 478
	
	7 271

	
	
	
	
	
	
	
	
	

	Schedule of non-cash financing activities
	
	
	
	
	
	
	
	

	Proceeds from shares issue offset with loan
	
	37 600
	
	-
	
	37 600
	
	-

	
	
	
	
	
	
	
	
	


See Notes to Condensed Consolidated Financial Statements.
Notes to Condensed Consolidated Financial Statements

For the Three and Six Months Ended June 30, 2003 and 2002

The accompanying consolidated financial statements of SUN Interbrew Limited and Subsidiaries (the “Company”) have been prepared in conformity with the accounting principles generally accepted in the United States of America (“US GAAP”). Certain information and footnote disclosures normally included in financial statements prepared in accordance with US GAAP have been condensed or omitted.  It is suggested that these condensed, consolidated financial statements be read in conjunction with the financial statements and notes thereto included in the Company’s December 31, 2002 audited financial statements.  The results of operations for the three and six months ended June 30, 2003 and 2002 are not necessarily indicative of the operating results to be expected for the full year. 

The majority-owned subsidiaries incorporated under the laws of the Russian Federation and Ukraine (the “Russian subsidiaries” and “Ukrainian subsidiaries”) maintain accounting records and prepare their financial statements in Russian rubles and Ukrainian Hryvnas in accordance with the requirements of Russian and Ukrainian accounting and tax legislation. The accompanying financial statements differ from the financial statements prepared for statutory purposes in Russia and Ukraine in that they reflect certain adjustments, not recorded in the accounting books of the Russian or Ukrainian subsidiaries, which are appropriate to present the financial position, results of operations and cash flows in accordance with US GAAP. 

Significant Transactions
As of 1 May 2003, ZAO “Klin brewery”, ZAO “Rosar”, OAO “Kursk brewery” and ZAO “Saransk brewery” merged into one legal entity, OAO “United Brewing Plants”. The merging had no significant impact on the consolidated financial statements as of June 30.
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