
Management Discussion and Analysis 

This management discussion and analysis (MD&A) should be read in conjunction with the audited 

consolidated financial statements for the year end December 31 2012 and related notes. The 

consolidated financial statements have been prepared in accordance with International Financial 

Reporting Standards and are expressed in Bahamian dollars. This MD&A is dated March 5th 2013. 

Financial performance 

Revenue in 2012 grew $5.0 million or 4.5% mainly driven by sales volume, which grew from 187 khls (or 

2.08 million nine liter cases) to 194 khls (or 2.16 million nine liter cases) in 2012. Commonwealth 

Brewery’s beer portfolio contributed significantly to this volume growth. Sales volume benefitted from 

higher tourist arrivals in 2012 (spring break was excellent), especially in the first quarter and from a 

higher level of activities in the domestic market. Due to the strong revenue performance net income 

grew to $ 19.3 million, which represented an increase of $ 2.0 million or 11.5% over 2011. 

Other income declined $1.0 million, which is mainly due to a combination of non-recurring losses in 

2012 and non-recurring gains in 2011. These non-recurring items ($0.7 million) include reimbursements 

from suppliers for claims and loss on disposal of impaired assets. Commonwealth Brewery also received 

less proceeds from own organized events, rent and franchise fees in 2012. 

Costs were overall under control. The increase in excise duties and taxes ($1.2 million), distribution and 

marketing expenses ($0.7 million), repair & maintenance ($0.3 million) and royalties ($0.1 million) were 

partially offset by savings in bad debt expenses ($0.1 million) and occupancy expenses ($0.1 million). 

Excise duties and taxes increased $1.2 million directly driven by higher sales volume of beer, while 

distribution and marketing expenses increased due to higher investments in the marketing of our 

brands. These cost increases are related to the higher sales volume realized. Repair & maintenance 

expenses were impacted by higher cleaning costs and to a lesser extent by preventive maintenance on 

equipment that was not part of the maintenance plan in 2011 (bottle recycle center, canning line).  

Utilities stayed stable. Although the rates increased, Commonwealth Brewery managed to offset this to 

a large extent by realizing higher efficiency in utilization. 

At the end of 2012 Commonwealth Brewery remained debt free with $ 11.8 million in cash and 

equivalents following a $7.5 million interim dividend payment to shareholders in December 2012.  

In many ways 2012 was an exceptional year with a high level of domestic activities and tourist arrivals 

especially in the first half of the year. The trend remained positive in the second half of the year, but at a 

clearly lower pace.   

 

Results from operations 

Results from operations amounted to $19.3 million, close in line with net income. The company has 

limited finance costs. 



Due to successful promotions and marketing campaigns Commonwealth Brewery managed to reverse 

the declining sales volume trend that started in 2010. Volume grew 4% compared to 2011. Average 

revenue per hl increased to $611, up 0.6 % year-over-year, mainly due to price increases to compensate 

for increases charged by suppliers, which were partially offset by a sales mix that featured a higher 

growth of products with a relative low price per liter. 

The results per reportable segment in note 24 of the consolidated financial statements show a solid 

growth of revenue in all segments. As a result of the revenue growth, net income in both wholesale and 

retail increased respectively 34% and 38%. Net income in production went down 9% as result of 

amongst other higher input costs (raw / packaging materials, transport costs). Revenue from exporting 

Kalik to the USA declined 20% due to the competitive landscape in the USA market, where beers from 

other Caribbean nations have a price advantage due to lower production costs. 

Consolidated statement of financial position 

Cash and cash equivalents amounted to $11.8 million at December 31st 2012 (+4% compared to 2011). 

This is the remaining balance after the company paid $7.5 million interim dividend in December 2012. 

Trade receivables, inventories and accounts payable third parties / related parties were up compared to 

2011. Working capital items were higher due to a higher level of sales activity than in the previous year.  

Outstanding accrued liabilities reduced compared to 2011. 

Property, plant and equipment and intangible assets declined respectively $0.4 million (1%) and 0.2 

million (42%). In 2012 the company continued to execute a prudent investment program at a level 

below depreciation, although commercial and supply chain investments were prioritized. 

Retained earnings increased due to the solid net income generated in 2012, which exceeded the 

amounts related to final dividend of 2011 and the interim dividend of 2012. 

Liquidity 

Commonwealth Brewery’s cash flow generation from operating activities in 2012 amounted to $ 20.3 

million of which $ 2.4 million was used for investments. The remaining cash flow was mainly allocated to 

dividend payout. Cash flow from operating activities was $0.8 million lower than in 2011 due to higher 

working capital requirements (which are linked to a higher sales activity). Net cash from operations 

before working capital changes was up $ 1.7 million. Under stable market conditions the company 

normally does not experience major fluctuations in liquidity. The company does not employ derivative 

financial instruments and is free of long term debt. The liquidity risk of the company is described in 

notes 14 and 23(c) of the disclosures to the consolidated financial statements and relates mainly to 

accounts payable obligations and operating leases. The company’s approach to managing liquidity is to 

ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities and other 

commitments when due, under both normal and stressed conditions, without incurring unacceptable 

losses or risking damage to the company’s reputation. 



The table below provides an aging analysis of Commonwealth Brewery’s contractual obligations at 

December 31, 2012. 

Contractual obligations 2012 Payment due by period 

(all figures in $) Total < 1 year 1-2 years 2-5 years  5 years 

Long term debt NIL NIL NIL NIL NIL 

Capital leases NIL NIL NIL NIL NIL 

Operating leases 5,625,666 1,820,405 1,242,774 1,689,145 873,342 

Purchase obligations NIL NIL NIL NIL NIL 

Accounts payable and 
accrued expenses 

13,202,341 13,202,341 NIL NIL NIL 

Total contractual obligations 18,828,007 15,022,746 1,242,774 1,689,145 873,342 

 

Capital resources 

At December 31, 2012, Commonwealth Brewery had $361,763 commitment of capital resources in place 

amongst others related to the upgrade of retail stores. The company generates sufficient cash from 

operations for its needs. In 2012 the Group had access to $1 million overdraft facilities with local banks 

for contingency purposes. At December 31st 2012 these facilities were not in use. In view of the robust 

cash flow development and in order to fine-tune the short-term facilities and related bank charges, the 

level of overdraft facilities was reduced to $1 million in 2012. Commonwealth Brewery agreed on 

termination and release of all collateral with the banks. 

With effect from January 1st, 2011 the dividend policy of Commonwealth Brewery is 100% of net 

income. The frequency and payout ratio for any dividend remains the discretion of the Board of 

Directors and is subject to ratification at the Annual General Meeting of shareholders. 

Should the company need funding for large investment projects, the company has the option to initiate 

long-term debt. 

Off balance sheet arrangements 

As of December 31st, 2012 the company had no off balance sheet arrangements with any parties. Note 

14 of the consolidated financial statements lists the commitments and contingent liabilities of the 

company. The majority of commitments relate to lease contracts for commercial real estate, most of 

which are short-term with duration of 1 to 5 years. The main contingent liabilities are related to 

Customs bond guarantees and standby letters of credit. Commonwealth Brewery reached agreement 

with a number of suppliers to cancel letters of credit. 

Transactions with related parties 

Commonwealth Brewery has a number of transactions and agreements with other entities of the 

Heineken Group in place. These transactions and agreements relate to the secondment of senior 

employees, purchasing of raw and packaging materials, supply chain consultancy, transport of products, 



bottling, trademark licensing, IT services and management services. The amounts related to these 

transactions are specified in note 15 to the consolidated financial statements.  

In 2012 the IT service charges from Heineken Group Companies increased. This was for a substantial 

extent due to a shift towards use of global network services that were made available through the 

Heineken Group as opposed to direct purchase from third party contractors like in prior years. 

Commonwealth Brewery’s total out-of-pocket IT expenses in 2012 increased by $0.3 million. This was 

among other factors linked to the upgrade of the local infrastructure to improve connectivity between 

retail stores and head-office as well as a number of projects to upgrade application software. 

Critical accounting estimates 

Note 3 of the consolidated financial statements details the significant accounting policies of 

Commonwealth Brewery. Management considers none of these accounting policies to be critical, 

meaning that the policies require the company to make assumptions about matters that are highly 

uncertain and that different estimates are reasonably likely to occur from period to period, which could 

have a material impact on financial results.  

Note 8 details the assumption used to test impairment on goodwill annually. The company carries net 

$4.5 million goodwill, resulting from the acquisition of 100% ownership interest in Butler & Sands 

Company Limited in the year 2000. Goodwill by its nature is subject to the risk of impairment if key 

assumptions like the projected sales volume of acquired wine and spirit brands change. However using 

reasonable expectations only a limited change in key assumptions would occur, and this would not 

cause a material impact on results.  

Changes in accounting policies  

Commonwealth Brewery has not applied new standards or reporting policies in the current period. As 

described in note 3(u) of the consolidated financial statements, the company does not plan to adopt 

IFRS 9 Financial Instruments before 2015 and the extent of the impact has not yet been determined. 

  

 


































































