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FOR IMMEDIATE RELEASE



13 November 2002





SUN INTERBREW REPORTS RESULTS FOR THE THIRD QUARTER 2002

MOSCOW, November 13, 2002 - SUN Interbrew Limited (Lux: SUNB5-LX), a leading brewer in Russia and Ukraine, wishes to announce its financial results for the third quarter 2002.


	
	Q3 2002
	Q3 2001
	Change

	Volume, m hl, beer only
	4.0
	4.0
	0.0%

	Total Net Net Sales, €m
	135.5
	138.1
	-1.9%

	Gross Margin
	45%
	46%
	-1%

	EBITDA, €m
	31.7
	41.4
	-23.4%

	Net Income, €m
	11.1
	12.1
	-1.0m


FINANCIAL PERFORMANCE IN 3Q 2002

Total beer sales volumes for the Group were flat when compared with the same quarter last year in both Russia and Ukraine. However, if allowance is made for the sale of the Krym brewery in Ukraine at the end of 2001, real growth was in fact 3.4%.

Net Net Sales per hl of beer remained flat principally due to the devaluation of the Ruble and Hryvna versus the Euro. The impact on costs is not as significant as many costs are hard currency denominated, therefore the potential impact on gross margins is substantial. The Company was able to minimise this impact on gross margin to the loss of only 1%, as a result of higher sales volumes of its core brands and efficiency improvements in its breweries.  

Distribution costs in the quarter were € 3.68 hl, reduced from € 4.36 per hl in the second quarter 2002 as a result of increased cross-brewing. When the change in commercial policy at the start of 2002 is adjusted distribution costs are now similar to those achieved in the same period last year. The company believes there are further opportunities for reduction in distribution costs in the future.

Marketing and Commercial Costs are higher than in the same quarter in the previous year.

Net Income is only €1M lower due to a lower effective tax charge as a result of the regional initiatives.

Net cash provided by operating activities, quarter-on–quarter, significantly increased from € 8.1m in 2001 to € 32.4m in 2002 as a result of improved cash management. During third quarter 2002 the Company made considerable investments in plant and equipment, including the acquisition of the new PET lines in the Desna and Perm Breweries, new can lines in the Rosar and Klin Breweries. 

The Company is pursuing a program of purchasing its minority interests and has reduced its minority interests by purchasing the following additional shareholdings: 

	Povolzhie Brewery 
	3.11% 

	Rosar Brewery 
	10.72%

	Yantar Brewery 
	1.67%

	Rogan Brewery 
	0.67% 


RUSSIA

The beer market in Russia slowed considerably in the third quarter of this year and the month of September was particularly poor with negative growth in the month. Despite this overall market decline SIL has managed to achieve a modest growth in market share against the competition, as a result of the continued growth of capacities in its Can and PET varieties. Distribution growth was slower than the Company would like but sales are increasing and offsetting the decline in the Bottle segment.

In Russia Net Net Sales (beer) per hl have grown as follows:

Beer Sales Per hl, €

	
	2001
	2002
	

	Q1
	31.47
	37.86
	+20.3%

	Q2
	34.77
	39.98
	+14.9%

	Q3
	37.41
	37.52
	+0.3%


The fall in Net Net Sales values per hl reflects primarily the devaluation of the Rouble against the Euro.

There has also been significant price competition in the PET segment in the 3rd Quarter 2002.

UKRAINE

In Ukraine sales volume of beer grew by 9% versus the same period of last year (excluding volumes of disposed Krym Brewery), ahead of the 8% growth achieved by the Ukrainian beer market in 3Q 2002 vs. 3Q 2001. Due to relatively bad weather, overall market growth in August ’02 was very low at +0.7% vs. August of ’01. However, Sun Interbrew Ukraine sales volume managed to achieve a growth of 7,8% in August ’02 versus August ’01 and sales could have been even higher if not for capacity constraints.

PET sales volumes grew by 85% quarter-on-quarter, keg volumes by 6%, while bottle volumes dropped 2%.

The Chernigivske brand grew by 25% compared with the same period last year; market share grew from 10.3% to 11.9% as result of increased availability of its 1L PET variants and the successful launch of an unfiltered wheat beer variant. Taller grew 31% following the introduction of new line Taller Ice and its market share grew from 1.6% to 1.9%. Rogan grew 11% but market share is still slightly down at 12.,7% versus 13.1% due to aggressive price growth.

In Ukraine Net Net Sales per hl decreased in the 3rd Quarter 2002 to 26.09 Euro from 26.37 in the 3rd Quarter 2001.

Beer Sales Per hl, €

	
	2001
	2002
	

	Q1
	23.10
	29.27
	+26.7%

	Q2
	25.80
	27.45
	+6.4%

	Q3
	26.34
	26.09
	-0.95%


Again, Net Net Sales per hl were affected by the devaluation of the Hryvna against the Euro.
OUTLOOK

The outlook for our businesses in both Russia and Ukraine is encouraging. Both markets are seeing the Bottle segment reduce with the proportion of sales in PET and Cans in both markets now becoming significant and growing. The completion of the investments in PET and Cans will therefore reap their rewards. 

In October SIL Russia achieved double-digit percentage growth, which we believe is higher than both the market and our main competitors. 

In Ukraine the extra capacity in PET has enabled growth to be resumed in the third quarter. This will enable the Company to re-capture its market share lost as a result of the Krym sale.

The company target is to achieve a market share growth trend and this, together with the cost reduction programs, will generate improved financial results.

ENDS

For further information Contact:


SUN Interbrew Limited

Andre Weckx, Chief Executive Officer

Alan Hibbert, Chief Financial Officer

 +7 (501) 960-2360

Financial Dynamics

Stuart Leasor




+44 (20) 7269 7173

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 1992.
 
The company’s main brands are Stella Artois, Klinskoye, Sibirskaya Korona, Tolstiak and Volzhanin in Russia, and 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 Income Statement 
For the Three and Nine Months Ended September 30, 2002 and 2001
(Euros in thousands, except per share amounts)

(Unaudited)
	
	
	Three months ended September 30,
	
	Nine months ended September 30,

	
	
	2002
	
	2001
	
	2002
	
	2001

	
	
	
	
	
	
	
	
	

	Net Sales
	€
	135 466
	€
	138 079
	€
	347 627
	€
	314 276

	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	(74 238)
	
	(75 081)
	
	(192 824)
	
	(175 923)

	
	
	
	
	
	
	
	
	

	Gross Margin
	
	61 228
	
	62 998
	
	154 803
	
	138 353

	
	
	
	
	
	
	
	
	

	Selling, marketing and distribution expenses
	
	(34 156)
	
	(21 141)
	
	(96 998)
	
	(62 714)

	General and administrative expenses
	
	(7 054)
	
	(8 472)
	
	(24 963)
	
	(20 531)

	
	
	
	
	
	
	
	
	

	Operating Income
	
	20 018
	
	33 385
	
	32 842
	
	55 108

	
	
	
	
	
	
	
	
	

	Other Income (Expense)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest income
	
	14
	
	331
	
	88
	
	966

	Interest expense
	
	(2 482)
	
	(1 093)
	
	(7 186)
	
	(2 964)

	Foreign exchange loss
	
	(687)
	
	(4 920)
	
	(7 497)
	
	(4 781)

	Loss from equity investments
	
	-
	
	(36)
	
	-
	
	(367)

	Other – net
	
	(1 032)
	
	(2 876)
	
	(2 081)
	
	(4 329)

	
	
	
	
	
	
	
	
	

	Net other expense
	
	(4 187)
	
	(8 614)
	
	(16 676)
	
	(11 475)

	
	
	
	
	
	
	
	
	

	Income before income taxes and minority interest
	
	15 831
	
	24 771
	
	16 166
	
	43 633

	
	
	
	
	
	
	
	
	

	Income taxes
	
	(4 014)
	
	(12 744)
	
	(7 102)
	
	(20 884)

	
	
	
	
	
	
	
	
	

	Income before minority interest
	
	11 817
	
	12 027
	
	9 064
	
	22 749

	
	
	
	
	
	
	
	
	

	Minority interest
	
	(669)
	
	100
	
	(2 150)
	
	(2 742)

	
	
	
	
	
	
	
	
	

	Net Income
	€
	11 148
	€
	12 127
	€
	6 914
	€
	20 007

	
	
	
	
	
	
	
	
	

	Basic gain per share
	€
	0.10
	€
	0.11
	€
	0.06
	€
	0.18

	
	
	
	
	
	
	
	
	

	Diluted gain per share
	€
	0.10
	€
	0.11
	€
	0.06
	€
	0.18


See Notes to Condensed Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Balance Sheets
As of September 30, 2002 and December 31, 2001
(Euros in thousands)

	
	
	September 30, 

2002
	
	December 31, 2001

	
	
	(Unaudited)
	
	

	Assets
	
	
	
	

	
	
	
	
	

	Current Assets
	
	
	
	

	Cash and cash equivalents
	€
	5 910
	€
	9 477

	Accounts receivable, net
	
	19 164
	
	25 650

	Inventories
	
	67 123
	
	73 565

	Taxes receivable
	
	22 260
	
	21 145

	Deferred tax assets
	
	3 024
	
	1 578

	Other current assets
	
	26 674
	
	15 097

	
	
	
	
	

	
Total current assets
	
	144 155
	
	146 512

	
	
	
	
	

	Plant and equipment, net
	
	393 983
	
	354 658

	Intangible assets, net
	
	5 086
	
	5 802

	Goodwill
	
	26 910
	
	26 649

	Long-term deferred tax assets
	
	4 502
	
	5 483

	Other long-term assets, net
	
	12 894
	
	13 095

	
	
	
	
	

	
Total assets
	€
	587 530
	€
	552 199

	
	
	
	
	

	Liabilities and Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Accounts payable
	€
	33 519
	€
	26 980

	Taxes payable
	
	10 829
	
	2 728

	Deferred tax liabilities
	
	3 605
	
	1 075

	Accrued expenses
	
	4 864
	
	8 211

	Short-term debt
	
	75 124
	
	51 318

	Short-term debt to related parties
	
	40 641
	
	40 641

	
	
	
	
	

	
Total current liabilities
	
	168 582
	
	130 953

	
	
	
	
	

	Long-term deferred tax liabilities
	
	7 834
	
	8 084

	Other long-term liabilities
	
	-
	
	104

	
	
	
	
	

	
Total liabilities
	
	176 416
	
	139 141

	
	
	
	
	

	Minority interests in equity of subsidiaries
	
	42 266
	
	51 124

	
	
	
	
	

	Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Class A Shares, one pence par; authorized 125,278,614 shares; issued 81,094,119 shares 
	
	
1 304
	
	
1 304

	
	
	
	
	

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

	
	
	
	
	

	Additional paid-in capital
	
	319 308
	
	319 308

	Retained earnings
	
	47 849
	
	40 935

	
	
	
	
	

	
Total shareholders’ equity
	
	368 848
	
	361 934

	
	
	
	
	

	
Total liabilities and shareholders’ equity
	€
	587 530
	€
	552 199


See Notes to Condensed Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Statements of Cash Flows
For the Three and Nine Months Ended September 30, 2002 and 2001
(Euros in thousands)

(Unaudited)
	
	
	Three months ended September 30,
	
	Nine months ended September 30,

	
	
	2002
	
	2001
	
	2002
	
	2001

	
	
	
	
	
	
	
	
	

	Operating Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net Income 
	€
	11 148
	€
	12 127
	€
	6 914
	€
	20 007

	
	
	
	
	
	
	
	
	

	Adjustments to reconcile net profit to net cash provided by operations:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Depreciation
	
	12 470
	
	10 905
	
	35 006
	
	28 784

	Other non-cash items
	
	967
	
	2 674
	
	1 639
	
	8 530

	
	
	
	
	
	
	
	
	

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

	Accounts receivable
	
	6 842
	
	(8 428)
	
	4 493
	
	(14 240)

	Inventories
	
	6 085
	
	5 027
	
	6 444
	
	(2 285)

	Other current assets
	
	1 663
	
	(1 602)
	
	(10 338)
	
	(4 572)

	Taxes payable
	
	(261)
	
	(9 721)
	
	7 356
	
	(9 797)

	Accounts payable
	
	(5 456)
	
	2 087
	
	11 803
	
	12 495

	Accrued expenses
	
	(1 084)
	
	(4 963)
	
	(2 793)
	
	(2 846)

	Net cash provided by operating activities
	
	32 374
	
	8 106
	
	60 524
	
	36 076

	
	
	
	
	
	
	
	
	

	Investing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Purchase of intangible assets, plant and equipment (net of proceeds from disposal)
	
	(21 785)
	
	(10 628)
	
	(84 392)
	
	(61 940)

	Acquisitions of consolidated subsidiaries (net of cash acquired)
	
	(2 584)
	
	-
	
	(4 538)
	
	(4 772)

	Net cash used in investing activities
	
	(24 369)
	
	(10 628)
	
	(88 930)
	
	(66 712)

	
	
	
	
	
	
	
	
	

	Financing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	(Payments)/proceeds of loans payable – related parties
	
	-
	
	(4 000)
	
	-
	
	7 149

	(Payments)/proceeds of loans
	
	(9 822)
	
	14 106
	
	24 839
	
	16 061

	Net cash (used)/provided by financing activities
	
	(9 822)
	
	10 106
	
	24 839
	
	23 210

	
	
	
	
	
	
	
	
	

	(Decrease)/increase in cash and cash equivalents
	
	(1 817)
	
	7 584
	
	(3 567)
	
	(7 426)

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, beginning of year
	
	7 727
	
	29 655
	
	9 477
	
	44 665

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, end of period
	€
	5 910
	€
	37 239
	€
	5 910
	€
	37 239


	Cash paid during the period for:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest
	
	1 317
	
	88
	
	4 851
	
	837

	Income taxes
	
	6 181
	
	12 560
	
	13 452
	
	21 830

	
	
	
	
	
	
	
	
	


See Notes to Condensed Consolidated Financial Statements.
SUN Interbrew Limited and Subsidiaries

Notes to Condensed Consolidated Financial Statements

For the Three and Nine Months Ended September 30, 2002 and 2001

(Unaudited)

1. Financial Presentation and Disclosure

The accompanying unaudited, condensed, consolidated financial statements of SUN Interbrew Limited and Subsidiaries (the “Company”) present the Company’s consolidated financial position as of September 30, 2002, and the consolidated results of operations and cash flows for the three and nine months ended September 30, 2002 and 2001.  Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles that are generally accepted in the United States (“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, 2001 audited financial statements.  The results of operations for the three and nine months ended September 30, 2002 and 2001 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. 

2. Significant Transactions

During the three month period ended September 30, 2002 the Company has not entered into any significant transactions.

NEWS RELEASE
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