Carlsberg Brewery Malaysia Berhad

Company No. 9210-K

(Incorporated in Malaysia)
Interim Financial Report

31 March 2006
[image: image1.wmf]CARLSBERG BREWERY MALAYSIA BERHAD

(Company No.: 9210-K)

CONDENSED CONSOLIDATED INCOME STATEMENTS

For the Quarter Ended 31 March 2006

     3 months ended

    3 months ended

          31 March

          31 March

2006

2005

2006

2005

RM'000

RM'000

RM'000

RM'000

Revenue

1

263,642

254,673

263,642

254,673

Cost of sales

1

(172,647)

(173,262)

(172,647)

(173,262)

Gross Profit

90,995

81,411

90,995

81,411

Other operating income

608

773

608

773

Sales & distribution costs

(45,818)

(46,451)

(45,818)

(46,451)

Administrative expenses

(5,192)

(5,688)

(5,192)

(5,688)

Other operating expenses

(1,155)

(1,127)

(1,155)

(1,127)

Operating profit

39,438

28,918

39,438

28,918

Interest income

1,534

1,758

1,534

1,758

Share of results of

865

507

865

507

associated company

Profit Before Taxation

41,837

31,183

41,837

31,183

Taxation

(9,623)

(7,335)

(9,623)

(7,335)

Profit After Taxation

32,214

23,848

32,214

23,848

*EPS - Basic  (sen)

10.54

7.80

10.54

7.80

         - Diluted (sen)

N/A

N/A

N/A

N/A

*Earnings per share is based on number of shares upon completion of share split

 exercise in June 2005.  Comparative periods have been adjusted accordingly.

The condensed consolidated income statements should be read in conjunction with

the audited financial statements for the year ended 31 December 2005 and the 

accompanying explanatory notes attached to the interim financial statements.

Note
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the Quarter Ended 31 March 2006

      3 months ended

            31 March

2006

2005

RM'000

RM'000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

41,837

        

 

31,183

        

 

Adjustments for:

Interest income

(1,534)

         

 

(1,758)

         

 

Share of profit of associated company

(865)

            

 

(507)

            

 

Depreciation & amortisation

5,806

          

 

5,865

          

 

Fair value adjustment on investment in financial assets

(363)

            

 

-

                  

 

Gain on disposal of property, plant and equipment

(245)

            

 

(773)

            

 

Operating profit before working capital changes

44,636

        

 

34,010

        

 

Working capital changes:

Receivables

14,357

        

 

(8,216)

         

 

Inventories

13,079

        

 

8,227

          

 

Payables

(25,114)

       

 

(261)

            

 

Cash generated from operations

46,958

        

 

33,760

        

 

Taxation paid

(5,479)

         

 

(5,964)

         

 

Net cash from operating activities

41,479

        

 

27,796

        

 

CASH FLOWS FROM INVESTING ACTIVITIES

Interest income

1,534

          

 

1,758

          

 

Proceeds from disposal of property, plant and equipment

244

             

 

891

             

 

Purchase of property, plant and equipment

(3,648)

         

 

(6,376)

         

 

Net cash used in investing activities

(1,870)

         

 

(3,727)

         

 

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid

-

                  

 

-

                  

 

Net cash used in financing activities

-

                  

 

-

                  

 

NET INCREASE IN CASH AND CASH EQUIVALENTS

39,609

        

 

24,069

        

 

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

200,908

      

 

242,450

      

 

CASH AND CASH EQUIVALENTS AT END OF PERIOD

240,517

      

 

266,519

      

 

The condensed consolidated cash flow statements should be read in conjunction with the audited financial

statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to 

the interim financial statements.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the Quarter Ended 31 March 2006

Share

Share

Exchange

Capital

Treasury 

Retained

Capital

Premium

Reserve

Reserve

Shares

Earnings

Total

GROUP

RM'000

RM'000

RM'000

RM'000

RM'000

RM'000

RM'000

At 1 January 2005

154,039

7,367

(3,224)

8,678

(12,043)

345,652

500,469

  

 

Exchange differences

-

                 

 

-

             

 

811

-

             

 

-

               

 

-

                 

 

811

Profit for the period

-

                 

 

-

             

 

-

             

 

-

             

 

-

               

 

23,848

23,848

At 31 March 2005

154,039

7,367

(2,413)

8,678

(12,043)

369,500

525,128

At 1 January 2006

154,039

7,367

(2,377)

8,678

(12,043)

324,259

479,923

  

 

Exchange differences

-

                 

 

-

             

 

(1,161)

-

             

 

-

               

 

-

                 

 

(1,161)

Profit for the period

-

                 

 

-

             

 

-

             

 

-

             

 

-

               

 

32,214

32,214

At 31 March 2006

154,039

7,367

(3,538)

8,678

(12,043)

356,473

510,976

The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial

statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim

financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEET

As at 31 March 2006

AS AT END OF

AS AT PRECEDING

CURRENT QUARTER

FINANCIAL YEAR END

31.03.06

31.12.05

(UNAUDITED)

(AUDITED)

Note

RM'000

RM'000

Non-Current Assets

Property, Plant & Equipment

9

165,134

167,907

Investment in Associated Companies

17,715

18,011

Other Intangible Assets

1

2,273

1,658

Deferred Tax Assets

170

170

185,292

187,746

Current Assets

Inventories

39,598

52,677

Trade Receivables

86,892

93,737

Other Receivables and Prepayments

12,282

20,075

Amount due from related companies

10,145

9,864

Short Term Financial Assets

25,109

24,745

Bank & Cash Balances

240,517

200,908

414,543

                        

 

402,006

                          

 

TOTAL ASSETS

599,835

                        

 

589,752

                          

 

EQUITY AND LIABILITIES

Share Capital

154,039

                        

 

154,039

                          

 

Share Premium

7,367

                            

 

7,367

                              

 

Capital Reserve

8,678

                            

 

8,678

                              

 

Exchange Reserve

(3,538)

                           

 

(2,377)

                             

 

Retained Profit

356,473

                        

 

324,259

                          

 

523,019

                        

 

491,966

                          

 

Less : Cost of treasury shares

(12,043)

                         

 

(12,043)

                           

 

Total Equity

510,976

                        

 

479,923

                          

 

Non-Current Liabilities

Provision for Deferred Tax

22,555

                          

 

22,555

                            

 

Current Liabilities

Trade Payables

33,864

                          

 

52,832

                            

 

Other Payables and Accruals

16,834

                          

 

22,267

                            

 

Amount due to holding company

14

1,675

                            

 

1,962

                              

 

Amount due to related companies 

1

                                   

 

427

                                 

 

Provision For Taxation

13,930

                          

 

9,786

                              

 

66,304

                          

 

87,274

                            

 

Total Liabilities

88,859

                          

 

109,829

                          

 

TOTAL EQUITY AND LIABILITIES

599,835

                        

 

589,752

                          

 

Net  Assets Per Share (RM)

1.67

1.57

The condensed consolidated balance sheets should be read in conjunction with the audited financial statements

for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim 

financial statements.


Notes:

1. Basis of Preparation


The interim financial statements are unaudited and has been prepared in accordance with the requirements of Financial Reporting Standard (FRS) 134 “Interim Financial Reporting” (Previously known as MASB 26) issued by the Malaysian Accounting Standard Board and paragraph 9.22 and Appendix 9B of the Listing Requirements of the Bursa Malaysia Securities Berhad. It should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2005.  

The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2005.


The accounting policies and methods of computation adopted by the Group in these quarterly financial statements are consistent with those adopted in the most recent audited annual financial statements for the year ended 31 December 2005, except the following changes:

a) FRS 118 Revenue

Revenue from sales of goods is measured at the fair value of the consideration receivable and is recognized in the income statement when the significant risks and rewards of the ownership have been transferred to the buyer. Revenue amount is now measured at net of discounts and trade offers. The comparative figure had also been restated accordingly.

b) FRS 138

Previously, software costs were included under property, plant and equipment. Under FRS 138, unless the software costs are integral to other fixed assets, they are included as part of the intangible assets. As a result, software costs, which are not integral to other fixed assets, are now classified as intangible assets, and amortised over their useful lives.

All the other new/revised accounting standards adopted resulted in only minimal changes to the presentation and additional disclosures.

2. Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified. 

3. Seasonal or Cyclical Factors


The Group’s 1st quarter performance was influenced by the local consumption of beer, stout and shandy during the Chinese New Year festivities.

4. Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 March 2006.

5. Changes in Estimates


There were no changes in estimates that have had a material effect in the current quarter. 
6. Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities.


Share Buyback


During the period, there was no purchase of shares by the Company.


All shares bought back in 1999 were retained as treasury shares for the current quarter and financial year-to-date.

7. Dividends Paid

No dividends were paid during the current quarter.


8. Segmental Information 

The Group operates in the brewing industry in Malaysia in the production, packaging, marketing and distribution of its products principally in Malaysia.  Accordingly, information on geographical and industry segments of the Group’s operations are not relevant.

9. Carrying Amount of Revalued Assets


The valuations of property, plant and equipment and investment properties have been brought forward without amendment from the financial statements for the year ended 31 December 2005.

10. Subsequent Events


There were no material events subsequent to the end of the current quarter.

11. Changes in Composition of the Group


There has been no change in the composition of the Group in the current quarter.

12. Changes in Contingent Liabilities and Contingent Assets


There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2005.

13. Capital Commitments 

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2006 is as follows:

	
	
	RM’000

	
	
	

	Commitments in respect of expenditure contracted for
	
	4,308

	Approved by the directors but not contracted for
	
	27,581

	
	
	

	
	
	30,889

	
	
	


14. Holding Company


The Directors regard Carlsberg Breweries A/S, a company incorporated in Denmark, as the holding company.

15. Significant Related Party Transactions
	
	3 Months To 

31 March 2006

	
	RM’Million

	Transactions with:
	

	
	

	1)   Holding company
	

	      Carlsberg Breweries A/S
	

	      Purchase of materials and services
	1.1

	      Royalties 
	4.5

	
	

	2)  Related companies:
	

	     a)  Carlsberg Singapore Pte Ltd
	

	          Sales
	14.4

	          Reimbursement of marketing expenditures 
	3.9

	
	

	     b)  Carlsberg Brewery (Guangdong) Ltd
	

	          Purchases
	0.4


16. Review Of Performance 

The Group’s revenue for the first quarter ended 31 March 2006 increased by RM9.0 million or 3.5 per cent as compared to the corresponding quarter in the previous year despite a significant decline in duty paid sales. This was mainly attributable to less aggressive price discounting, changes in the duty structure and an increase in export sales. 

Group profit before tax increased by RM10.6 million to RM41.8 million compared to the corresponding quarter in the previous year.  The increase in profit before tax was mainly due to less aggressive price discounting activities during the 2006 Chinese New Year festive period and lower marketing expenditure during the period. 

17. Variation Of Result Against The Preceding Quarter

Group revenue for the quarter increased by RM100.9 million or 62.1 per cent as compared to the previous quarter. This was mainly due to the increased sales volumes during the Chinese New Year festive period. Profit before tax increased by RM22.1 million mainly due to the increase in revenue.

18. Current Year Prospects
The price increase by the industry following the Government’s increase in excise duty had adversely affected the consumption of beer and stout products. The prices for beer and stout products have now reached a level, which is relatively high compared with that of other imported hard liquor products. The decline in sales due to the high prices had also resulted in a reduction in the Government’s revenue from duties and taxes. The situation is worsened by the continued availability of low priced imported beers and smuggled beer and stout products.   

Market competition is expected to remain at high levels in the foreseeable future. The Group will continue its effort to maintain and expand its market leadership for the beer segment and to increase its market share in the stout segment.


In the light of the foregoing, the Group expects the outlook for 2006 to be very challenging. 

19. Profit Forecast

Not applicable as no profit forecast was published.

20. Taxation

	
	        3 months ended

	
	       31 March

	
	
	

	
	2006

RM’000
	2005

RM’000

	Malaysian Income Tax

- Current
	9,623
	6,770 

	Deferred taxation
	-
	565

	
	9,623
	7,335



The effective tax rate for the Group is lower than the statutory tax rate as the Group is entitled to claim export incentives.

21. Unquoted Investments And Properties


There were no purchases or disposals of unquoted investments or properties during the period under review. 

22. Quoted Investments
There were no purchases or disposals of any quoted investment during the period under review.  

Investments in quoted securities as at 31 March 2006:-

	
	Cost

RM’000
	Book Value

RM’000
	Market Value

RM’000

	Total quoted investments
	10,940
	17,715
	29,563


23. Status Of Corporate Proposals Announced

Status of corporate proposals announced but not completed: NIL.
24. Borrowing And Debt Securities

There were no Group borrowings and debt as at 31 March 2006.

25. Off Balance Sheet Financial Instruments


Forward Foreign Exchange Contracts


As at 30 April 2006, the foreign exchange currency contracts, which have been entered into by the Group to hedge its foreign sales proceeds are as follows:

	Currency
	Contract Amount In FCY’000
	Date of Contract
	Value Date of Contract
	Equivalent amount in RM’000

	United States Dollars (USD)
	8,000
	12/1/2006
	23/5/06-22/12/06
	29,624

	Singapore Dollars (SGD)
	14,200
	12/1/2006
	23/5/06-22/12/06
	32,322



Foreign currency transactions in the Group are accounted for at exchange rates ruling at the transaction dates, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used.  Foreign currency monetary assets and liabilities are translated at exchange rates ruling at the balance sheet date, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used.  Exchange differences arising from the settlement of foreign currency transactions and from the translation of foreign currency monetary assets and liabilities are included in the income statement.

26. Material Litigation


There was no material litigation action since the last annual balance sheet date to the date of this report.

27. Dividends
No dividend is proposed for the quarter under review.

28. Basic Earnings Per Share


Basic earnings per share

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares outstanding during the period, excluding treasury shares held by the Company.  The weighted average number of ordinary shares outstanding during the period have been adjusted upon the completion of the share split exercise in June 2005.

	
	3 Months

Ended

31.03.06
	3 Months

Ended

31.03.05

	
	
	

	Net Profit for the period (RM’000)
	32,214
	23,848

	Weighted average number of ordinary shares in issue (‘000)
	305,748
	305,748

	
	
	

	Basic earnings per share (sen)
	10.54
	7.80



Diluted earnings per share

Not applicable.

29. Authorisation for Issue


The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 22 May 2006.
















