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FOR IMMEDIATE RELEASE



    18 March 2004

RESULTS FOR THE FOURTH QUARTER AND FULL YEAR 2003

MOSCOW, March 18, 2004 - SUN Interbrew Limited (Lux: SUNB5-LX), a leading brewer in Russia and Ukraine, wishes to announce its financial results for the fourth quarter and full year ended 31 December 2003.

Results

Operational Highlights

The Company has had a very successful 2003 marked by a number of significant achievements:

· Beer volume growth was up 28.6% vs. 2002

· Net Turnover increased by 24.8% vs. 2002

· EBIT growth was 121.6% 

· EBITDA for the year was €100.8m, or 34.7% higher than in 2002. Furthermore, if one were to strip out the negative currency impact compared to 2002, EBITDA for the year would be €117.7m or 57.3% higher than in 2002.

· Net Income is €21.3m and increased by €24.9m from a loss situation in 2002.

This performance was achieved through strategic developments in a number of key business areas: 

· More effective route to market by building partnerships with distributors and increasing brand visibility and availability

· Strengthening of existing brands and introduction of new, higher margin brands

· Innovations, particularly in packaging

· Operational excellence

· Optimization of brewing efficiencies

The above activities led to an average market share growth of 2.7% which reached 14.5% in Russia in 2003, from 11.8% in 2002. In the fourth quarter of 2003 the Company’s market share in Russia reached 15.5%, 3.4% higher than in the fourth quarter of 2002.

In Ukraine, the Company’s leading position was further strengthened with the average market share increasing from 32.2% in 2002 to 34.3% in 2003. In the fourth quarter the market share reached 36.6%.
In both countries the Company successfully introduced innovations and has now established itself as a market leader in this field. 

The following examples illustrate the Company’s efforts in both packaging and brand innovation:

· In 2003 SUN Interbrew revolutionized the beer market by introducing the breakthrough PET technology PIVOPACK® bottle, which has the same shelf life as a glass bottle. 
· The Company’s Premium and Core brands in Russia, Sibirskaya Korona® and Klinskoye®, were presented in a new proprietary bottle.

· In Russia, the Company successfully launched a new Klinskoye® dry beer variety, Samurai, as well as the Sibirskaya Korona® wheat beer variety, Beloye.

· In Ukraine, progress of the Chernigivske®  wheat beer variety, Bile, was a huge success. 

In addition, the strong growth of our global brands Stella Artois® and Staropramen® supported the Company’s effort to establish a solid position in the Super Premium segment of our markets. Our other global brand, Beck’s® , was also launched at the end of 2003 in both Russia and Ukraine.
Financial Highlights of the fourth quarter:  

	
	Q4  2003*
	Q4  2002
	Change
	Change, %

	Volume, m hl, beer only
	3.6
	2.6
	+1.0m
	+39.5%

	Net Sales, €m  
	123.8
	85.3
	+ 38.5m
	+ 45.1%

	Gross Margin, %
	36.0%
	30.7%
	+ 5.3%
	

	Operating Income, €m
	1.1
	-9.8
	+10.9m
	

	EBITDA, €m
	14.6
	8.6
	 +6.0m
	+69.9%

	EBITDA Margin, %
	9.8%
	10.0%
	-0.2%
	

	Net Income, €m
	-1.9
	-10.5
	+8.6m
	


Financial Highlights of the Full Year:

	
	2003*
	2002
	Change
	Change, %

	Volume, m hl, beer only
	16.1
	12.5
	+3.6m
	+ 28.6%

	Net Sales, €m
	540.3
	433.0
	+ 107.3m
	+ 24.8%

	Gross Margin, %
	39.7%
	41.8%
	- 2.1%
	

	Operating Income, €m
	50.4
	23.0
	+27.4m
	

	EBITDA, €m
	100.8
	74.9
	 +26.0m
	+ 34.7%

	EBITDA Margin, %
	18.7%
	17.3%
	+ 1.4%
	

	Net Income, €m
	21.3
	-3.6
	+24.9m
	


* As further explained in the notes attached to the financial statements, during 2003 the Company conducted an assessment of its operations in Russia and determined that the Rouble would be the functional currency from January 1, 2003. The change in functional currency has increased Net Income for the first 9 and 12 months by €4.0m and €2.2 m respectively.
FINANCIAL PERFORMANCE IN 2003

The financial performance of SUN Interbrew Limited in 2003 was mainly driven by the remarkable volume growth of our business in both countries, Russia and Ukraine. This growth is all the more remarkable in the context of respective growth rates of 7.4% and 13.0% of the Russian and Ukrainian beer markets. 

Our volume performance was in turn driven by the seamless parallel efforts to implement aggressive distribution growth, an unmatched level of activity in the field of innovation, and a consistent pricing policy in line with market trends. In addition, we were able to enhance operational efficiencies through a clear focus on cost control.

Global currency trends impacted our business significantly and reduced profitability by €16.9m on the EBITDA level compared to 2002.
Sales, marketing and distribution costs for the year were €138.8m vs. €126.7m last year, with volumes up 28.6%.   

The average distribution cost per hl was €4.54 in the fourth quarter and €3.96 for the whole year, slightly below 2002.

Total sales and marketing costs in 2003 represented 13.0% of Net Turnover, compared to 15.9% in 2002.

Sales and marketing costs were 15.6% in the fourth quarter of 2003 vs. 21.0% in the fourth quarter of 2002 of respective Net Turnover.

General and administration costs for the quarter were at the same level as last year and €6.0m lower for the full year, reflecting the Company’s continuous focus on cost control mainly resulting in payroll and consultancy savings.

RUSSIA 

In 2003 SUN Interbrew Russia sold 10.8m hl of beer vs. 8.1m hl last year. This represents an increase of 33.2% compared to an overall beer market growth of 7.4%. On a quarter-to-quarter basis, sales volumes increased by 55.9% in the fourth quarter versus the same quarter in 2002. 

Stella Artois® further expanded nationally and grew 114.7% in volume vs. 2002.

Both Staropramen® and Beck’s® were successfully launched in Russia and achieved significant progress in 2003. 

Sibirskaya Korona® exceeded last year’s sales by 53.8%, following its relaunch in early 2003 in a new proprietary glass bottle, and availability in PIVOPACK®, as well as through the successful launch of the new variety, Beloye.
Klinskoye® sales recovered further with volume growing by 16.4% vs. 2002. This growth was driven by the success of PIVOPACK®, and aggressive launches of new varieties (Redkoe®, Samurai). In the fourth quarter, all Klinskoye® was offered to the consumer in a modern proprietary bottle, which helped to improve the brand’s image. 

Tolstiak® sales volume grew by 37.9% vs. the previous year, driven by the successful geographical expansion of sales, and supported by a new PET bottle shape. 

Sales volumes, m hl

	
	 Q4 2003
	Q4  2002
	% change
	FY 2003
	FY 2002
	% change

	Beer
	2.51
	1.61
	+55.9%
	10.80
	8.11
	+33.2%
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UKRAINE  

The volume of beer sales for SUN Interbrew Ukraine grew by 11.8% to 1.1m hl in the reported quarter, with full year growth of 20.0% to 5.3m hl. With total industry growth of 13.0% SUN Interbrew Ukraine boosted its market share by 2 percentage points up to 34.3%.

Sales volumes, m hl

	
	 Q4 2003
	Q4  2002
	% change
	FY 2003
	FY 2002
	% change

	Beer
	1.07
	0.96
	+11.8%
	5.27
	4.39
	+20.0%

	Soft Drinks
	0.30
	0.26
	+16.1%
	1.22
	1.12
	+  8.8%

	Total
	1.37
	1.21
	+12.7%
	6.49
	5.51
	+17.7%
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The market share increase and total volume growth were stimulated by the timely expansion of production capacities as well as a number of commercial and packaging initiatives on the Ukrainian and international brands.

Chernigivske® grew 44.0% in volume compared to 2002, based on the success of Chernigivske® Bile. Growth in the fourth quarter comprised 29.9% for Chernigivske®.
Rogan® sales grew with 9.5% vs. 2002.  

Stella Artois® continued to grow strongly at 57.7% in 2003. Growth in the fourth quarter comprised 60.2% vs. the comparable quarter in the previous year.

The aggressive PET volume growth of SUN Interbrew Ukraine of 69.2% in 2003 expanded the PET segment of the market and made this segment the fastest growing on a year-on-year basis (40.4% vs. 2002). 

The Keg market volume growth reached 16.3%; and SUN Interbrew Ukraine was in line with the market. 

Bottle volumes grew by 3.5% with the market up by 6.6%. 

Cans were successfully launched in May 2003. 

SUMMARY AND OUTLOOK 

The strong performances of our business in both Russia and Ukraine in the first three quarters of 2003 were continued seamlessly into the fourth quarter, leading to a record volume and net income performance for the Company in 2003. 

In 2003 SUN Interbrew effectively implemented its strategy of expanding its diversified portfolio of brands and packaging, enabling it to take up strong positions in each segment of the market. All innovations were neatly tailored to serve consumer needs in our markets, which are becoming increasingly sophisticated. This approach was complemented by thoughtful strategy behind our marketing and commercial activities along with the aggressive change implemented across the routes to market we use.

Our strategy in 2003 led to both increased consumer loyalty and to the attraction of new customers – key factors in driving our outstanding volume growth and financial bottom line performance in 2003.

Whilst the strengthening of the Euro is likely to further affect our results, we expect our strong performance to continue throughout 2004.  
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, which has operated in the region since 1958, and in the beer sector of Russia and the CIS since the early 1990s.
 
The company’s main brands are Stella Artois®, Beck’s®, Staropramen®, Sibirskaya Korona ®, Klinskoye ®, and Tolstiak® in Russia, and Stella Artois®, Beck’s®, Chernigivske®, Rogan®, Taller® and Yantar® in Ukraine.
 
SUN Interbrew is a public company registered in Jersey, whose shares are listed in Luxembourg and traded on the Luxembourg, Frankfurt and Berlin stock exchanges.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Statements of Operations
For the Three and Twelve Months Ended December 31, 2003 and 2002
(Euros in thousands, except per share amounts)

	
	
	Three months ended December 31,
	
	Year ended December 31,

	
	
	2003
	
	2002
	
	2003
	
	2002

	
	
	
	
	
	
	
	
	

	Net Sales
	€
	123 834
	€
	85 344
	€
	540 306
	€
	432 971

	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	(79 197)
	
	(59 116)
	
	(325 807)
	
	(251 940)

	
	
	
	
	
	
	
	
	

	Gross Margin
	
	44 637
	
	26 228
	
	214 499
	
	181 031

	
	
	
	
	
	
	
	
	

	Selling, marketing and distribution expenses
	
	(36 879)
	
	(29 661)
	
	(138 788)
	
	(126 659)

	General and administrative expenses
	
	(6 696)
	
	(6 365)
	
	(25 291)
	
	(31 328)

	
	
	
	
	
	
	
	
	

	Operating Income (Loss)
	
	1 062
	
	(9 798)
	
	50 420
	
	23 044

	
	
	
	
	
	
	
	
	

	Other Income (Expense)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest expense, net
	
	(2 762)
	
	(1 435)
	
	(9 831)
	
	(8 533)

	Foreign exchange loss
	
	(3 234)
	
	(2 025)
	
	(9 480)
	
	(9 522)

	Other – net
	
	1 399
	
	(1 405)
	
	(2 561)
	
	(3 486)

	
	
	
	
	
	
	
	
	

	Net other expense
	
	(4 597)
	
	(4 865)
	
	(21 872)
	
	(21 541)

	
	
	
	
	
	
	
	
	

	Income (Loss) before income taxes and minority interest
	
	(3 535)
	
	(14 663)
	
	28 548
	
	1 503

	
	
	
	
	
	
	
	
	

	Income taxes
	
	1 973
	
	3 966
	
	(5 994)
	
	(3 136)

	
	
	
	
	
	
	
	
	

	Income (Loss) before minority interest
	
	(1 562)
	
	(10 697)
	
	22 554
	
	(1 633)

	
	
	
	
	
	
	
	
	

	Minority interest
	
	(352)
	
	167
	
	(1 247)
	
	(1 983)

	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	€
	(1 914)
	€
	(10 530)
	€
	21 307
	€
	(3 616)

	
	
	
	
	
	
	
	
	

	Basic gain (loss) per share
	€
	(0.02)
	€
	(0.10)
	€
	0.19
	€
	(0.03)

	
	
	
	
	
	
	
	
	

	Diluted gain  (loss) per share
	€
	(0.02)
	€
	(0.10)
	€
	0.19
	€
	(0.03)


See Notes to Condensed Consolidated Financial Statements.

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

	
	
	December 31, 

2003
	
	December 31, 2002

	
	
	
	
	

	Assets
	
	
	
	

	
	
	
	
	

	Current Assets
	
	
	
	

	Cash and cash equivalents
	€
	2 529
	€
	7 828

	Accounts receivable, net
	
	23 799
	
	20 162

	Inventories
	
	76 033
	
	66 707

	Taxes receivable
	
	20 417
	
	25 800

	Deferred tax assets
	
	8 872
	
	6 585

	Other current assets
	
	17 689
	
	14 271

	
	
	
	
	

	
Total current assets
	
	149 339
	
	141 353

	
	
	
	
	

	Plant and equipment, net
	
	419 287
	
	401 217

	Intangible assets, net
	
	3 497
	
	3 578

	Goodwill
	
	58 028
	
	26 334

	Long-term deferred tax assets
	
	6 451
	
	9 316

	Other long-term assets, net
	
	10 043
	
	5 945

	
	
	
	
	

	
Total assets
	€
	646 645
	€
	587 743

	
	
	
	
	

	Liabilities and Shareholders’ Equity
	
	
	
	

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Accounts payable
	€
	43 011
	€
	35 688

	Taxes payable
	
	8 623
	
	6 313

	Deferred tax liabilities
	
	1 764
	
	2 329

	Accrued expenses
	
	13 808
	
	3 772

	Short-term debt
	
	130 097
	
	113 648

	Short-term debt, related parties
	
	-
	
	40 641

	
	
	
	
	

	
Total current liabilities
	
	197 303
	
	202 391

	
	
	
	
	

	Long-term deferred tax liabilities
	
	24 767
	
	8 086

	Long-term bonds payable
	
	69 435
	
	0

	Pensions payable
	
	463 
	
	467

	
	
	
	
	

	
Total liabilities
	
	291 968
	
	210 944

	
	
	
	
	

	Minority interests in equity of subsidiaries
	
	14 228
	
	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
	
	58 626
	
	37 319

	
	
	
	
	

	
	
	
	
	

	Accumulated other comprehensive loss
	
	(77 664)
	
	(14 808)

	
	
	
	
	

	
Total shareholders’ equity
	
	340 449
	
	343 510

	
	
	
	
	

	
Total liabilities and shareholders’ equity
	€
	646 645
	€
	587 743


See Notes to Condensed Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries
Condensed Consolidated Statements of Cash Flows
For the Three and Twelve Months Ended December 31, 2003 and 2002
(Euros in thousands)

	
	
	Three months ended December 31,
	
	Year ended December 31,

	
	
	2003
	
	2002
	
	2003
	
	2002

	
	
	
	
	
	
	
	
	

	Operating Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net profit/(loss)
	€
	(1 914)
	€
	(10 530)
	€
	21 307
	€
	(3 616)

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Depreciation
	
	11 930
	
	16 239
	
	50 729
	
	51 245

	Other non-cash items
	
	11 718
	
	(5 903)
	
	11 819
	
	(4 264)

	
	
	
	
	
	
	
	
	

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

	Accounts receivable
	
	(8 098)
	
	408
	
	(6 083)
	
	4 901

	Inventories
	
	(13 514)
	
	573
	
	(11 142)
	
	7 017

	Other current assets
	
	2 401
	
	13 016
	
	(2 390)
	
	2 678

	Taxes payable
	
	(1 731)
	
	(8 055)
	
	7 678
	
	(699)

	Accounts payable
	
	(4 133)
	
	(12 749)
	
	2 290
	
	(946)

	Accrued expenses
	
	5 592
	
	(850)
	
	9 933
	
	(3 643)

	Net cash provided by (used in) operating activities
	
	2 251
	
	(7 851)
	
	83 421
	
	52 673

	
	
	
	
	
	
	
	
	

	Investing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Purchase of intangible assets, plant and equipment (net of proceeds from disposal)
	
	(22 846)
	
	(30 810)
	
	(112 200)
	
	(115 202)

	Acquisitions of consolidated subsidiaries (net of cash acquired)
	
	197
	
	(590)
	
	(62 489)
	
	(5 128)

	Net cash used in investing activities
	
	(22 649)
	
	(31 400)
	
	(174 689)
	
	(120 330)

	
	
	
	
	
	
	
	
	

	Financing Activities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net proceeds from issuance of shares
	
	-
	
	-
	
	888
	
	-

	Payments of loans payable – related parties
	
	(17 000)
	
	-
	
	(3 041)
	
	-

	(Payments) proceeds of loans
	
	33 736
	
	41 169
	
	88 122
	
	66 008

	Net cash (used in) provided by financing activities
	
	16 736
	
	41 169
	
	85 969
	
	66 008

	
	
	
	
	
	
	
	
	

	Increase (decrease) in cash and cash equivalents
	
	(3 662)
	
	1 918
	
	(5 299)
	
	(1 649)

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, beginning of period
	
	6 191
	
	5 910
	
	7 828
	
	9 477

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents, end of period
	€
	2 529
	
	7 828
	€
	2 529
	€
	7 828


	Cash paid during the period for:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Interest
	
	1 960 
	
	3 263
	
	9 046 
	
	8 114

	Income taxes
	
	2 064
	
	(3 498)
	
	8 008
	
	9 954

	
	
	
	
	
	
	
	
	

	Schedule of non-cash financing activities
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	


See Notes to Condensed Consolidated Financial Statements.
SUN Interbrew Limited and Subsidiaries
Consolidated Statements of Changes in Shareholders’ Equity
For the Years Ended December 31, 2002 and 2003
(in thousands)

	
	
	Share Capital

Class “A”

Shares
	
	Share Capital

Class “B”

Shares
	
	Additional

Paid-in

Capital
	
	Retained

Earnings
	
	Other comprehensive income
	
	Total

	Balances at January 1, 2002
	€
	1 304
	€
	387
	€
	319 308
	€
	40 935 
	€
	- 
	€
	361 934

	Net (loss)

Unrealized loss from foreign currency translation
	
	-

-
	
	-

-
	
	-

-
	
	(3 616)

-
	
	-

(14 808)
	
	(3 616)

(14 808)

	Balances at December 31, 2002
	
	1 304
	
	387
	
	319 308
	
	37 319
	
	(14 808)
	
	343 510

	Net income

Proceeds from share offering
	
	-

117
	
	-

-
	
	-

38 371
	
	21 307

-
	
	-

-
	
	21 307

38 488

	Unrealized loss from foreign currency translation
	
	-
	
	-
	
	-
	
	-
	
	(62 856)
	
	(62 856)

	Balances at December 31, 2003
	€
	1 421
	€
	387
	€
	357 679
	€
	58 626
	€
	(77 664)
	€
	340 449


See Notes to the Consolidated Financial Statements.

SUN Interbrew Limited and Subsidiaries

Notes to Condensed Consolidated Financial Statements

For the Years Ended December 31, 2002 and 2003

Financial Presentation and Disclosure

The accompanying condensed 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”).

The majority-owned subsidiaries incorporated under the laws of the Russian Federation and Ukraine (the “Russian subsidiaries” and the “Ukrainian subsidiaries”) maintain accounting records and prepare their financial statements in Russian Roubles (“RUR”) and Ukrainian Hryvnas (“UAH"), respectively, in accordance with the requirements of Russian and Ukrainian accounting and tax legislation. The accompanying condensed 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 necessary to present the financial position, results of operations and cash flows in accordance with US GAAP. 

Description of Business Environment

SUN Interbrew Limited is incorporated in Jersey, Channel Islands, and through a controlling interest in 12 breweries and 2 distribution companies manufactures, markets and distributes beer, malt and soft drinks primarily in the Russian Federation ("Russia") and Ukraine. 

The Company’s voting shares (Class “B”) are 34% owned and controlled by S.U.N. Trade (International) Limited (together with its affiliates, “STI”) and 34% owned and controlled by Interbrew S.A. (together with its affiliates “Interbrew”). The remainder of the voting shares are widely circulated. 

The Company’s non-voting shares (Class “A”) are owned and controlled by Interbrew, with an interest of 81% and STI, with an interest of 11% as of December 31, 2003.  The remainder of the non-voting shares are widely circulated. 

Currencies
Prior to 2003, when the Russian economy was considered to be hyperinflationary under SFAS 52, the Company elected to use the Euro as the functional currency of the Russian subsidiaries.

During this period, monetary assets and liabilities denominated in RUR at the balance sheet date were translated to EUR at the exchange rate ruling at that date. Foreign exchange differences arising from translation were recognised in the income statement.  Non-monetary assets and liabilities denominated in RUR, which are stated at historical cost, were translated into Euro at the foreign exchange rate ruling at the date of the transaction. Income statements transactions in foreign currencies were translated to Euro at the foreign exchange rate ruling at the date of the transaction.

Starting January 1, 2003, the Russian economy was no longer considered to be hyperinflationary under SFAS 52.  Accordingly, the Company has conducted assessment of its operations in Russia and determined the RUR to be the functional currency.  Management of the Group has elected to continue to use the Euro as the reporting currency for the consolidated financial statements.  

As a result of the change in the functional currency to the RUR, the carrying values of all non-monetary assets and equity items were translated and fixed in RUR at the rates effective at January 1, 2003. 

Further, at the reporting dates, translation from the functional currency was conducted as follows:

· All assets and liabilities are translated from functional to the reporting currency at the exchange rate effective at the reporting date;

· Equity items are translated from functional to reporting currency at the historical exchange rates.  Translation adjustments arising from translation of equity are included in Accumulated Other Comprehensive Loss in accordance with SFAS 52;

· Income statements transactions are translated from functional currency to reporting currency at the approximate rates ruling at the dates of the transactions.  Translation adjustments arising from translation of equity are included in Accumulated Other Comprehensive Loss in accordance with SFAS 52.

Furthermore, the deferred taxes previously not recorded under SFAS 109, par 9 f, are included in Accumulated Other Comprehensive Loss as of January 1, 2003 on €20.5 million. 

The change in the functional currency have reduced shareholders' equity as of 30 September 2003 by €37.8 million and increased Net Income by €3.9 million, compared to what has previously been reported.  The details of the impact of the functional currency change compared to what has previously been reported for Q1, Q2 and Q3 is disclosed below.

The financial results for the fourth quarter have been prepared using the RUR as the functional currency for Russia.  The column for the fourth quarter below shows the impact on the financial result, had the Euro been used as the functional currency.

	Consolidated Balance Sheet
	Q1
	Q2
	Q3
	9 months
	Q4
	TOTAL

	Plant and equipment, net
	(4 995)
	(6 552)
	(7 282)
	(18 829)
	(18 227)
	(37 056)

	Inventories
	(742)
	(1 178)
	1 467
	(453)
	(1 217)
	(1 669)

	Deferred tax liability
	(19 205)
	1 855
	1 685
	(15 665)
	(152)
	(15 817)

	Minority interests
	918
	315
	(147)
	1 086
	436
	1 522

	Retained Earnings
	(1 694)
	(2 607)
	341
	(3 960)
	1 714
	(2 246)

	Accumulated other comprehensive loss
	25 719
	8 167
	3 935
	37 821
	17 446
	55 266


	Consolidated Statement of Operations
	Q1
	Q2
	Q3
	9 months
	Q4
	TOTAL

	Net Sales
	264
	503
	546
	1 313
	2 521
	3 834

	Cost of goods sold
	369
	642
	618
	1 629
	306
	1 935

	Gross Margin
	633
	1 145
	1 164
	2 942
	2 827
	5 769

	Selling, marketing and distribution
	-27
	-44
	-53
	(124)
	-260
	(384)

	Operating income
	606
	1 101
	1 111
	2 818
	2 567
	5 385

	Foreign exchange loss
	224
	(13)
	(2 923)
	(2 712)
	(3 773)
	(6 485)

	Income before income taxes and minority interests
	830
	1 088
	(1 812)
	106
	(1 206)
	(1 100)

	Deferred taxes
	863
	1 520
	1 471
	3 854
	(508)
	3 346

	Net Income
	1 694
	2 607
	(341)
	3 960
	(1 714)
	2 246


The exchange rates of the RUR and the UAH to the EURO have changed from 33.11 RUR and 5.53 UAH for €1, respectively, at December 31, 2002 to 36.82 RUR and 6.66 UAH for €1, respectively, at December 31, 2003. 

The 2003 average exchange rate was €1=RUR34.49 and €1=UAH5.96. The 2002 average exchange rate was €1=RUR29.65 and €1=UAH5.03.
Change in the accounting treatment of bottles

In the beginning of 2003, the Company changed its contracts in Russia with suppliers from sale of beer and deposit for bottles to sale of beer including bottles. As a result, the Company has reclassified bottles from fixed assets (returnable packaging) to inventory (non-returnable packaging) effective from January 1, 2003. 

Accordingly, the deposit price of a bottle is no longer deducted from Net sales and the actual cost of the bottle is included in Cost of goods sold.
Significant Transactions

On the 2nd of March 2004 the Company merged all of its Russian Subsidiaries, except Bavaria Brewery (Saint Petersburg), into one legal entity. The merger is not expected to have any material impact on consolidated financial statements.
 
NEWS RELEASE
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