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FOR IMMEDIATE RELEASE



16 September 2002





SUN INTERBREW REPORTS RESULTS FOR THE SECOND QUARTER 2002

MOSCOW, September 16, 2002 - SUN Interbrew Limited (Lux: SUNB5-LX), a leading brewer in Russia and Ukraine, wishes to announce its financial results for the second quarter 2002.


	
	Q2 2002
	Q2 2001
	Change

	Volume, m hl including soft drinks
	3.9
	3.9
	0%

	Total Net Net Sales, €m
	128.1
	115.4
	+11%

	Gross Margin
	46%
	45%
	+1%

	EBITDA, €m
	26.5
	26.6
	0%

	Net Income, €m
	3.5
	8.6
	-5.1m


FINANCIAL PERFORMANCE IN 2Q 2002

Total volumes in the quarter were static when compared with last year.  There was growth in Ukraine but lower sales than last year in the quarter in Russia. The prime reason for the decline in market share in Russia was the absence of Cans and PET until June 2002. 

Net Net Sales per hl of beer increased by 10% versus the same period last year from €32.03 in 2001 to €35.35 in 2002. This was a result of sales of a higher added value product mix although this was partially offset by higher product costs.  Gross margins continued to improve by 1% to 46% versus the same period last year despite devaluation of the Ruble and Hryvna versus the Euro.

The increased Selling, Marketing and Distribution costs are entirely driven by higher distribution costs, which increased from €2.3 per hl in 2001 to €4.4 per hl in 2002. The major cause of this increase is the implementation of the full portfolio strategy in Russia, which has resulted in the growth of the key national brands. This cost will be reduced as the cross brewing initiative was successfully implemented in the second quarter in Russia. 

General and Administration Costs remain at circa €9m per quarter which is 7% of Net Net Sales and the same level as 2001.

The foreign exchange loss is a result of the more rapid devaluation of both the Ruble and Hryvna versus the Euro when trade debts were at a peak in local currency. 

Net cash provided by operating activities, quarter-on–quarter, reduced from €24.5m in 2001 to €19.2m in 2002 as a result of lower profitability. Net cash used in investing activities, quarter-on-quarter, increased from €29.0 in 2001 to €35.2 as a result of increased investment, principally in PET and Can capacity in Russia and in PET in Ukraine.

RUSSIA

In Russia despite sales volume growth of 18% in the first quarter versus last year, sales volumes in the second quarter declined 5% versus the same period last year leaving the growth this year at 3% for the first six months. SUN Interbrew however continued to grow its Core and Local Premium brands in 2002. 



Brand


Growth in volume (2nd quarter 2002 to 2nd quarter 2001)










Klinskoye

   
+18%



Sibirskaya Korona
   
+13% 

Tolstiak

   
-14%


Whilst sales of Tolstiak were below last year the brand has begun to grow again due to the brand relaunch and the expansion of the packaging segmentation into PET. The brand recovered to 3.1% of the off trade segment in July and the current monthly trend is encouraging.

The Can and PET segment now represent 42% of the market in Russia.    Two new PET lines and a can production line in Klin were successfully started in June.  In August, a second can line was completed in Omsk. Distribution capacity will be developed in the third quarter and the benefit of this investment will deliver improved sales volumes in the fourth quarter versus the fourth quarter 2001. 

In Russia both Klinskoye and Sibirskaya Korona increased their share of the bottle segment whist Tolstiak fell due to its overall volumes being below last year and partial cannibalisation into PET.

The sales performance in the second quarter in Russia has been in overall decline but very good results have been achieved in the East and Central Regions. In Moscow sales have not reached planned levels. Price increases in April and June have been aggressive in order to recover inflation but PET price and some bottle SKUs had to be re-adjusted later to remain competitive. 

UKRAINE

In Ukraine sales volume of beer grew by 25% versus the same period of last year (excluding the Krym Brewery disposal). The Ukrainian beer market grew 31% in the second quarter against the same period last year. The SIL Ukraine market share for 2Q02 was 30.6% compared with 32% in 2Q01.  The main drivers of growth were better distribution, PET line extensions in June and aggressive brands communication campaigns. 
· Rogan was re-launched in February 2002, with a complete re-design of a rationalised, fully pasteurized, product portfolio. Despite this and a significantly higher consumer-price level in its home region, Rogan sales in 2Q02 were stable versus 2Q01 (+0.7%).  Sales of Rogan's non-alcoholic variant were 90% higher against 2Q01, projecting towards total sales of more then 100 khl for the year.  Rogan's TV campaign was chosen by an independent Ukrainian consumer panel as "best campaign of 2002".  
· Taller grew 31% in the first half of the year over the previous year, partly on the successful launch of Taller Ice, bringing Taller’s market share to an all time high in June. The 2Q02 growth of Taller compared to 2Q01 was 48.9%. 

· Stella Artois (launched in May 2001) continues to develop successfully, with 2Q02 sales being up 34% versus our already aggressive budget. 
· Our unsupported value brand, Yantar, successfully maintained volumes, with 2Q02 sales being only 1% below plan.
The Chernigivske brand continued to grow, up 85% quarter on quarter. A market share of 12.3% was achieved versus 8.7% of the same period of last year.  The Rogan and Yantar brands maintained the volumes of the second quarter 2001.  New PET lines were installed at the Yantar and Rogan breweries. PET volumes grew 95%. SIL Ukraine’s share in the PET segment grew, quarter on quarter, from 25.8% to 31.7%.
Successful implementation of price increases and the growth of PET volumes delivered improved beer NNS per hl,  €26.91 up 4.3%, compared with the same period in 2001. 

Brand

Growth in volume (2nd quarter 2002 to 2nd quarter 2001)




Chernigivske 

   
+84%







Taller
   


+49%

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

Beer Sales per hl, €   
	
	2001
	2002
	

	Q1
	23.10
	29.27
	+27%

	Q2
	25.80
	26.91
	+4%


OUTLOOK

In Russia the company has lost market share in the second quarter on a year-to-year comparison. The second quarter results are disappointing and as Russia is the principal profit generator for SIL the current shortfall versus last year means that the total net income for the year will be lower than last year.  As distribution of the PET and Can variants grow in the third quarter, sales volumes in Russia will improve against last year.  

The improved top line growth in Ukraine will be significant but will not materially affect the net income of the company.

The company remains confident that it is pursuing the correct strategy of building strong brands supported by a sizeable investment in media and commercial activities. The focus remains on achieving the turnaround in market share in Russia plus the continued growth in Ukraine. The focus on costs will continue ensuring growth in margins and lower distribution costs, which will bring improved financial results to our shareholders.

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 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, 2002 and 2001
(Euros in thousands, except per share amounts)

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

	
	
	2002
	
	2001
	
	2002
	
	2001

	
	
	
	
	
	
	
	
	

	Net Sales
	€
	128 100
	€
	115 374
	€
	212 161
	€
	176 197

	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	(69 226)
	
	(63 084)
	
	(118 586)
	
	(100 842)

	
	
	
	
	
	
	
	
	

	Gross Margin
	
	58 874
	
	52 290
	
	93 575
	
	75 355

	
	
	
	
	
	
	
	
	

	Selling, marketing and distribution expenses
	
	(35 332)
	
	(27 731)
	
	(62 842)
	
	(41 573)

	General and administrative expenses
	
	(9 049)
	
	(7 537)
	
	(17 909)
	
	(12 059)

	
	
	
	
	
	
	
	
	

	Operating Income
	
	14 493
	
	17 022
	
	12 824
	
	21 723

	
	
	
	
	
	
	
	
	

	Other Income (Expense)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest income
	
	43
	
	331
	
	74
	
	655

	Interest expense
	
	(2 385)
	
	(1 048)
	
	(4 704)
	
	(1 871)

	Foreign exchange gain (loss)
	
	(5 556)
	
	979
	
	(6 810)
	
	139

	Loss from equity investments
	
	-
	
	(316)
	
	-
	
	(331)

	Other – net
	
	(265)
	
	(409)
	
	(1 049)
	
	(1 453)

	
	
	
	
	
	
	
	
	

	Net other expense
	
	(8 163)
	
	(463)
	
	(12 489)
	
	(2 861)

	
	
	
	
	
	
	
	
	

	Income before income taxes and minority interest
	
	6 330
	
	16 559
	
	335
	
	18 862

	
	
	
	
	
	
	
	
	

	Income taxes
	
	(2 340)
	
	(5 958)
	
	(3 088)
	
	(8 140)

	
	
	
	
	
	
	
	
	

	Income (loss) before minority interest
	
	3 990
	
	10 601
	
	(2 753)
	
	10 722

	
	
	
	
	
	
	
	
	

	Minority interest
	
	(453)
	
	(2 033)
	
	(1 481)
	
	(2 842)

	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	€
	3 537
	€
	8 568
	€
	(4 234)
	€
	7880

	
	
	
	
	
	
	
	
	

	Basic gain (loss) per share
	€
	0.03
	€
	0.08
	€
	(0.04)
	€
	0.07

	
	
	
	
	
	
	
	
	

	Diluted gain  (loss) per share
	€
	0.03
	€
	0.08
	€
	(0.04)
	€
	0.07


See Notes to Condensed Consolidated Financial Statements.

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

	
	
	June 30, 

2002
	
	December 31, 2001

	
	
	(Unaudited)
	
	

	Assets
	
	
	
	

	
	
	
	
	

	Current Assets
	
	
	
	

	Cash and cash equivalents
	€
	7 727
	€
	9 477

	Accounts receivable, net
	
	20 958
	
	25 650

	Inventories
	
	73 085
	
	73 565

	Taxes receivable
	
	26 090
	
	21 145

	Deferred tax assets
	
	2 875
	
	1 578

	Other current assets
	
	33 144
	
	15 097

	
	
	
	
	

	
Total current assets
	
	163 878
	
	146 512

	
	
	
	
	

	Plant and equipment, net
	
	393 447
	
	354 658

	Intangible assets, net
	
	5 388
	
	5 802

	Goodwill
	
	26 376
	
	26 649

	Long-term deferred tax assets
	
	4 815
	
	5 483

	Other long-term assets, net
	
	15 002
	
	13 095

	
	
	
	
	

	
Total assets
	€
	608 906
	€
	552 199

	
	
	
	
	

	Liabilities and Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Accounts payable
	€
	42 719
	€
	26 980

	Taxes payable
	
	14 920
	
	2 728

	Deferred tax liabilities
	
	2 231
	
	1 075

	Accrued expenses
	
	6 041
	
	8 211

	Short-term obligations
	
	84 217
	
	51 318

	Short-term debt
	
	40 641
	
	40 641

	
	
	
	
	

	
Total current liabilities
	
	190 769
	
	130 953

	
	
	
	
	

	Long-term deferred tax liabilities
	
	7 832
	
	8 084

	Other long-term liabilities
	
	-
	
	104

	
	
	
	
	

	
Total liabilities
	
	198 601
	
	139 141

	
	
	
	
	

	Minority interests in equity of subsidiaries
	
	52 605
	
	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
	
	36 701
	
	40 935

	
	
	
	
	

	
Total shareholders’ equity
	
	357 700
	
	361 934

	
	
	
	
	

	
Total liabilities and shareholders’ equity
	€
	608 906
	€
	552 199


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, 2002 and 2001
(Euros in thousands)

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

	
	
	2002
	
	2001
	
	2002
	
	2001

	
	
	
	
	
	
	
	
	

	Operating Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net profit/(loss)
	€
	3 537
	€
	8 568
	€
	(4 234)
	€
	7 880

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Depreciation
	
	12 071
	
	8 881
	
	22 536
	
	17 879

	Other non-cash items
	
	(125)
	
	2 934
	
	672
	
	5 856

	
	
	
	
	
	
	
	
	

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

	Accounts receivable
	
	(3 534)
	
	(4 547)
	
	(2 349)
	
	(5 812)

	Inventories
	
	(2 082)
	
	(4 465)
	
	359
	
	(7 312)

	Other current assets
	
	2 317
	
	(1 879)
	
	(12 001)
	
	(2 970)

	Taxes payable
	
	(1 263)
	
	498
	
	7 617
	
	(76)

	Accounts payable
	
	11 552
	
	12 335
	
	17 259
	
	10 408

	Accrued expenses
	
	(3 271)
	
	2 212
	
	(1 709)
	
	2 117

	Net cash provided by operating activities
	
	            19 202
	
	24 537
	
	28 150
	
	27 970

	
	
	
	
	
	
	
	
	

	Investing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Purchase of intangible assets, plant and equipment (net of proceeds from disposal)
	
	(33 221)
	
	(29 017)
	
	(62 607)
	
	(51 312)

	Acquisitions of consolidated subsidiaries (net of cash acquired)
	
	(1 954)
	
	-
	
	(1 954)
	
	(4 772)

	Net cash used in investing activities
	
	(35 175)
	
	(29 017)
	
	(64 561)
	
	(56 084)

	
	
	
	
	
	
	
	
	

	Financing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Proceeds (payments) of loans payable – related parties
	
	-
	
	-
	
	-
	
	11 149

	Proceeds (payments) of loans
	
	13 137
	
	(1 959)
	
	34 661
	
	1 955

	Net cash provided by financing activities
	
	13 137
	
	(1 959)
	
	34 661
	
	13 104

	
	
	
	
	
	
	
	
	

	Decrease in cash and cash equivalents
	
	(2 836)
	
	(6 439)
	
	(1 750)
	
	(15 010)

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, beginning of year
	
	10 563
	
	36 094
	
	9 477
	
	44 665

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, end of period
	€
	7 727
	€
	29 655
	€
	7 727
	€
	29 655


	Cash paid during the period for:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest
	
	2 015
	
	173
	
	3 534
	
	749

	Income taxes
	
	3 502
	
	5 070
	
	7 271
	
	9 270

	
	
	
	
	
	
	
	
	


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

Notes to Condensed Consolidated Financial Statements

For the Three and Six Months Ended June 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”) contain all adjustments (consisting only of normal recurring accruals) necessary to present fairly the Company’s consolidated financial position as of June 30, 2002, and the consolidated results of operations and cash flows for the three and six months ended June 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 six months ended June 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 period ending June 30, 2002 the Company has not entered into any significant transactions.

NEWS RELEASE















