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Initial observations

• Progress made in 2009/10

• Outlook is challenging… and much more to do

• Structural challenges remain significant

• Comprehensive review of:

– Strategy

– Operating performance

– Capital structure
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Financial Review

Phil Dutton

4



Group Profit
2009/10 2008/09 % Change
52 weeks 52 w eeks

Average number of pubs 7,195 8,297 (13)%

Leased 331 412  
Managed 88 100  
Share of JV 4 2  
EBITDA 422 514 (18)%
Depreciation & amortisation (52) (62)
Operating profit 370 452 (18)%
Interest (239) (292)Interest (239) (292)
Profit before tax 131 160 (18)%
Tax (38) (47)
Net profit 93 113 (18)%

EPS 14.4p 36.1p (60)%

Figures exclude exceptional items
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Estate Size
Leased Managed Total

August 2009 6,841 835 7,676

Lease reversions 18 12 30

Lease conversions 1 (1) -

Disposals (893) (43) (936)

August 2010 5,967 803 6,770

net change (13%) (4%) (12%)

Average estate size 6,371 824 7,195Average estate size 6,371 824 7,195

decrease on last year (14%) (5%) (13%)

6



Leased Estate
2009/10 2008/09 Change
52 weeks 52 w eeks

Average number of pubs 6,371 7,426 (14)%
Revenue 653 770 (15)%
Gross profit 401 493 (19)%
Costs (71) (81) 13%
EBITDA 331 412 (20)%
Operating profit 310 390 (21)%
Operating margin % 47.5% 50.7% (3.2)% pts

Like for like revenue 2009/10 2008/09

• Average EBITDA per pub down 6%
• Financial support levels stabilised at just under £2m per month
• 86% of pubs on substantive agreement, up from 83% last year

Like for like revenue 2009/10 2008/09
Drink (4.7)% (6.1)%
Rent (10.1)% (8.8)%
Machines (17.2)% (16.8)%

(6.8)% (7.2%)
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Managed Estate
2009/10 2008/09 Change
52 weeks 52 w eeks

Average number of pubs 824 871 (5)%
Revenue 630 672 (6)%
Gross profit 446 477 (7)%
Costs (358) (377) 5%
EBITDA 88 100 (12)%
Operating profit 57 60 (5)%
Operating margin % 9.0% 8.9% 0.1% pts

• Includes the impact of 12 lease reversions
• Like for like sales down 2.0%
• Like for like gross profit down 2.2% 
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Managed Operating Statistics
Like for like revenue 

2009/10 2008/09   

Drink (1.3)% (0.5)%
Food (3.1)% (1.4)%
Machines & Other (1.9)% (10.7)%

(2.0)% (1.5)%

Operating margin movement

2009/10      2008/09
 

2009/10      2008/09

Gross profit (0.3)% (1.1)%
Labour costs (0.5)% (0.1)%
Utilities 1.0% (1.4)%
Rent & rates payable (1.1)% (0.4)%
Other costs (0.2)% (0.6)%
Depreciation 1.2% (0.1)%
Overall movement (% points) 0.1% (3.7)%
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Exceptional Items

2009/10
Restructuring costs (2)
Provision for onerous leases (33)
Pub impairment (218)
Goodwill disposal (9)
Pub disposals (6)
Profit on repayment of debt 44
Interest rate swap mark to market (68)
Tax 37Tax 37
Total (253)
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Cash Generation
2009/10 2008/09

Operating cash flow 375 463
Pension (4) (3)
Interest (257) (309)
Tax received - 8
Free cash flow before investment 117 158
Investment (103) (93)
Disposals 299 414
Free cash flow 314 479

• No cash tax expected in FY11
• Capital investment maintained at similar levels
• Disposal proceeds of £100m currently planned in FY11
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Disposals

• £299m of disposals:

- 936 pubs (893 leased and 43 managed) largely from the non core 

estate

- Average multiple in excess of 16 times EBITDA

- Disposals earnings enhancing after repaying debt

• Future disposals:

- Programme will continue to focus on non-core pubs
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Stable Long Term Debt
Debt Structure

Aug 2010 Aug 2008
Securitised debt   

Punch A 1,658 1,919 2,068
Punch B 1,005 1,204 1,249
Spirit 911 996 1,250
Held at Group (114) (177) 0

Total 3,460 3,942 4,567

Convertible bonds 0 202 285

Aug 2009

Nominal Value £m

• £684m of debt was repaid during the year at a cost of £636m

• £647m of debt was purchased ahead of schedule

Gross debt 3,460 4,144 4,852

Cash (317) (679) (321)

Net debt 3,143 3,465 4,531

13



Stable Long Term Debt

• Debt payable on known 
schedule extending over 25 
years

• Weighted average life of 
securitised debt is 17 yrs

• Debt at fixed blended interest 

Securitised Debt Profile
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£m

1 Effective interest rate calculated as interest expense over nominal value of debt

Scheduled 
Amortisation

  2010/11 £55m
  2011/12 £56m
  2012/13 £58m

Debt Repayment Schedule

• Debt at fixed blended interest 
rate of 6.8%1

• Modest debt amortisation 
requirements

• No bank debt or refinancing 
needs
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Financial Covenants
Unsupported Cost of

Supported DSCR covenant covenant support

DSCR Aug-10 DSCR Covenant
Indicative 
Headroom

DSCR Q2-4 FY10

 - Punch A 1.41x1 1.25x 13% 1.33x1 £9m

 - Punch B 1.48x1 1.25x 18% 1.11x1 £21m

 - Spirit 1.92x2 1.30x 48% 1.92x2 -

• Group support has maintained DSCR levels above covenant levels

Net Worth Aug-103 Covenant4 Headroom

 - Punch A £440m £200m £220m
 - Punch B £321m £125m £196m

• Sufficient headroom remains against the Net Worth financial 
covenants

1 Figure shown is the lower of the FY10 Q4 4-qtr & 2-qtr look back ratio in line with the covenant test
2 Figure shown is the FY10 Q4 4-qtr look back ratio in line with the covenant test
3 Net Worth at August 2010 as detailed in the Q4 bondholder report
4 Net Worth covenant tested annually
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• Almost all of the Group’s assets, profit and cash flows are held within 

the 3 securitisation groups

• Plc cash flows are largely limited to:

Uses of plc Cash

- Corporation tax payments

- Loss making short leasehold pubs

- Group support to the security nets 

- Cash up-stream from the security nets
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Financial Review Summary

• Results in line with expectations

• Strong free cash flow of £314m

• Gross debt reduced by £684m

• Net debt reduced by £322m
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Roger Whiteside

Punch Partnerships Update
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Three Phases of Activity

Phase 1 Phase 2 Phase 3

Stabilising
performance

Creating the 
platform for 

Sustainable 
value 

performance
growth creation
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Stabilising Performance

• Disposed of further 900 pubs in year 

- Targeting core estate of 4,700 pubs 

• Invested in over 800 pubs at £45m

• Support costs stable at £2m per month

• Lead indicators starting to look better
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- Pub failures 46% lower 
- Letting improving 86% substantive 
- Beer volume decline slowing to minus 7%
- Rent roll stable
- Average EBITDA per pub minus 6%

• LFL EBITDA decline beginning to slow 
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7 Projects for Growth

1. Core Estate Review

– Turnaround division now complete

– Driving core investment pipeline

2. Recruit the Right Partner

– Processes overhauled 

– Focus on attraction and quality 
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3. Role of the BRM 

– On trial in the South West

– Rolling out rent specialists

4. Ready for Business

– Launched nationally in August

– Aiming to improve returns as TAW and improve letting performance

21



5. Punch Buying Club

– Director of Buying Club appointed 

– First release last month – over 500 
active Partners

7 Projects for Growth
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6. Punch Buying Club Agreement

– Launched in Southern region last week

– Clear choice between rent and tied beer discount

– Best value and service on everything else  

– Roll out planned for January 2011

7 Projects for Growth
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7. Code of practice

– Accredited by BII in June 2010

– Hard copies being delivered by BRMs to partners

– Compliance forms part of BRM bonus scheme

7 Projects for Growth

2424



Sustainable Value Creation

• Well invested core estate of pubs with diversified revenue streams

• Motivated partners proud members of the best pub club in the UK 

• A One–Stop shop providing best value in everything needed to 

operate pubs successfully

• Best advice and service from qualified BRMs• Best advice and service from qualified BRMs

• A clear link between rent and tied beer prices enabling a positive 

relationship built on transparency and trust

• Driving growth for all stakeholders
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• A clear vision for the business

• A 3 phase plan

1. Lead indicators starting to improve

2. 7 projects launched and in roll out 

Summary

2. 7 projects launched and in roll out 

3.   Developing a model to drive growth for all stakeholders
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Mike Tye

Punch Pub Company Update
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Delivered via a 7 part planThe Circle of Success

Our Strategy

28



Stabilising Performance

• Team KPIs strong

• Guest advocacy growing

• Investor improving

• Positive momentum into FY11

Performance Matrix P13YTD

Team

External 
Safety Audit

88% ��� �

Retention 96% ��� �
Recruitment 116% ��� �
Guest

29

Guest

Guest Audit 85% ��� �
Recommend 65% ��� �
Investor

Sales -2% ��� �
Profit £57m ��� �
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FY10 Same Store Sales
Improvement in Q4 FY10 continuing into FY11

Same Store Sales % by Period (FY10)
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Creating the Platform for Growth

• Operational excellence programme embedded

• Calibre improved – all levels/areas

• Brand portfolio developed

• Refurbishment programme in place
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Sustained Value Creation

• Operational strategy
– Operations excellence – raise the bar
– “Guest obsessed” culture – hard benefits
– Coaching for performance

• Concept strategy• Concept strategy
– Pilot / trial completion
– USPs / differentiation
– Roll out
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Concept Portfolio

� C&B – 52 completed in FY10;  
remaining c.40 Q1 & Q2 FY11.

� Fayre & Square – 27 completed 
FY10;  continue rollout of c.40 FY11.

� Metro – 30 completed in FY10;  
complete remainder (22) in FY11.

� Flaming Grill – Pilot successful in 
FY10;  trial and rollout c.30 FY11.

� Local Pub– 65 completed / J Barras Drink led Food led

Quality focus

Chef 
& Brewer

Pub & 
Kitchen Co

Taylor 
Walker
(Metro)

John � Local Pub– 65 completed / J Barras 
successful trial in FY10;  rollout c.30 
FY11.

� “Tavern” – Pilot successful in FY10;  
trial and rollout c.35 FY11.

� Roast Inn – Pilot completed in FY10;  
trial continues, further 3 in FY11.

� Pub & Kitchen Co. – Pilot completed;  
trial continues in 6 sites.

Targeted weighted ave R.O.I. of 25%
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Price focus

Roast
Inn

T&J
Bernard
(Tavern)

Fayre & 
SquareFlaming 

Grill

John 
Barras

(Locals)



Sustained Value Creation

• Sales & marketing strategy

– Brand development / leverage

– Channels / spend (+40%)

– Guest sign-up (Target: 1m people)

– Sharper category management

– “Smarter” pricing
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Sustained Value Creation

• Estate strategy

– Balance repairs Capex / Revex

– Accelerate refurbishment programme

– Reduce refurbishment costs

• Cost strategy• Cost strategy

– Optimise labour costs – “GOSH”

– Minimise COGs / utilities

– Reduce discounts / controllable costs
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Sustained Value Creation

• People strategy

– Calibre, Calibre, Calibre

• Process strategy

– FOH / BOH Systems
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Summary

• Stabilising performance
– Encouraging sales momentum

• Creating the Platform for Growth
– Strong foundations in place
– Performance responding– Performance responding
– Strong morale

• Sustainable value creation
– Clear strategies in place
– Controlled, focused investment plan
– Upside significant
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