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Forward Looking Statements

This presentation may contain certain statements about the future outlook for Punch.

Although we believe our expectations are based on reasonable assumptions, any

statements about future outlook may be influenced by factors that could cause actual

outcomes and results to be materially different



Priorities and focus to reflect market conditions

• Strengthening Management Team
– New leadership of operating teams

– Support teams reorganised

• Stabilising Operating Performance
– Leased: 

– Proactive tenant support

– Turnaround division

– Disposal of non-core pubs

– Managed: 

– Protected value proposition
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– Protected value proposition

– Focus on operational excellence

• Increased Cash Generation

– Reduced head office costs

– Focused capital expenditure

– Disposals programme progressing well

• Reducing Debt

– £318m debt reduction since start of financial year



Financial Review

Phil Dutton
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Group Profit and Earnings

2008/09 2007/08 % Change

28 weeks 28 w eeks

Average number of pubs 8,416 8,450 (0)%

Leased 227 259  

Managed 47 63  

Share of JV 1 2  

EBITDA 275 323 (15)%

Depreciation & amortisation (34) (33)

Operating profit 241 290 (17)%
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Operating profit 241 290 (17)%

Interest (159) (159)

Profit on asset sales 0 2

Profit before tax 82 133 (38)%

Tax (21) (37)

Net profit 62 96 (36)%

EPS 23.1p 36.1p (36)%

Figures exclude exceptional items



Leased Estate

2008/09 2007/08 Change
28 weeks 28 w eeks

Average number of pubs 7,540 7,575 (0)%

Revenue 416 451 (8)%

Gross profit 270 297 (9)%

Costs (43) (38) (13)%

EBITDA 227 259 (12)%

Operating profit 215 248 (13)%
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Operating profit 215 248 (13)%

Operating margin % 51.7% 54.9% (3.2)% pts

• Like for like pub contribution down 11.3% 
• Includes c.1,250 pubs in the Turnaround division:
• 17% of the estate by pub numbers
• Less than 7% of the estate by pub contribution



Leased Operating Statistics

Like for like revenue

2008/09           
28 w eeks

2007/08                   
28 w eeks

Drink (7.8)% (5.0)%

Rent (7.3)% 4.4%

Machines (16.4)% (10.4)%

(7.9)% (2.6%)

Operating margin movement
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Operating margin movement

 

2008/09               
28 w eeks

2007/08                   
28 w eeks

Gross profit (1.2)% 0.2%

Costs (1.6)% 0.7%

Depreciation (0.4)% (0.3)%

Overall movement (% points) (3.2)% 0.6%



Managed Estate

2008/09 2007/08 Change

28 weeks 28 w eeks

Average number of pubs 876 875 0%

Revenue 352 363 (3)%

Gross profit 250 263 (5)%

Costs (203) (200) (1)%

EBITDA 47 63 (25)%

Operating profit 25 40 (38)%
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Operating margin % 7.1% 11.1% (4.0)% pts

• Includes the impact of 50 lease reversions
• Like for like sales down 2.3%
• Like for like gross profit down 4.6% 



Managed Operating Statistics

Like for like revenue 

2008/09          
28 w eeks

2007/08    
28 w eeks

Drinks (1.8)% (3.9)%

Food (1.9)% 0.2%

Machines & Other (10.1)% (11.7)%

(2.3)% (2.8)%

Operating margin movement

 

2008/09      
28 w eeks

2007/08       
28 w eeks
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 28 w eeks 28 w eeks

Gross profit (1.6)% (0.2)%

Labour costs (0.5)% (1.1)%

Utilities (1.9)% 0.3%

Other costs 0.1% (0.7)%

Depreciation (0.1)% (2.0)%

Overall movement (% points) (4.0)% (3.7)%



Exceptional Items

2008/09 H1

Restructuring costs (6)

Provision for onerous leases (22)

Pub impairment (147)

Loan note redemptions net of costs 39

Interest rate swap mark to market (68)

Tax 20
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Total (184)

• All non-cash items except for £7m; completed reorganisation of support functions

• 50 lease reversions in the period

• Pub impairment reflects lower earnings; includes £41m reversal of year end impairment 

covering 250 pubs

• Swaps match our floating rate debt, pure accounting valuation



Cash Generation

2008/09  H1 2007/08 H1

EBITDA 275 323

Operating cash flow 195 263

Interest (156) (156)

Tax received/(paid) 0 21

Free cash flow before investment 39 129

Investment (57) (84)

• H1 cash flow includes c.£60m 

of seasonal working capital 

outflow

• Minimal cash tax expected this 

year

• Lower rate of investment, target 
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Disposals 41 19

Acquisitions 0 (22)

Free cash flow 23 42

Dividends 0 (27)

Cash flow pre financing 23 15

• Lower rate of investment, target 

spend to continue

• Disposals completed in first 35 

weeks increased to £91m



Disposals

£91m of disposals in the first 35 weeks:

• 161 pubs (151 leased and 10 managed) largely from the non-core estate

• Disposals in line with book value

• Disposals earnings enhancing after repaying debt

12
www.punchtaverns.comwww.thespiritgroup.com

• Continue to look at further opportunities, but only where they are earnings enhancing or 

strategically advantageous



Stable Long Term Debt

Debt Structure

Apr 2009 Aug 2008

Securitised debt   

Punch A 1,954 1,967 2,068

Punch B 1,206 1,211 1,249

Spirit 1,157 1,250 1,250

Total 4,317 4,428 4,567

Convertible bonds1 218 218 285

Mar 2009

Nominal Value £m

Securitised 

Debt

Convertible

2008/092 £4m -

2009/10 £40m -

2010/11 £66m £224m

Debt Repayment Schedule
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Gross Debt 4,535 4,646 4,852

1Including accretive value at balance sheet date
2 Post  April 2009
3 Effective interest rate calculated as interest expense over nominal value of debt

• £318m (7%) of debt repaid since the year end, £311m of which was paid 

ahead of schedule

• Weighted average life of securitised debt is 19 yrs

• Weighted average cost of debt is 6.6%3



Financial Covenants

DSCR Mar-09 DSCR Covenant Indicative 

Headroom

 - Punch A 1.54x1 1.25x 23%

 - Punch B 1.92x1 1.50x 28%

 - Spirit (cash trapped) 1.71x2 1.30x 32%

Net Worth Mar-093 Covenant4 Indicative 

Headroom
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Headroom

 - Punch A £694m £200m £494m

 - Punch B £495m £125m £370m

• Headroom maintained in the DSCR and Net Worth financial covenants

1 Figure shown is the lower of the FY09 Q2 4-qtr & 2-qtr look back ratio in line with the covenant test
2 Figure shown is the FY09 Q2 4-qtr look back ratio in line with the covenant test
3 Net Worth calculated as at March 2009
4 Net Worth covenant tested annually



Leased Business Review

Roger Whiteside
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Roger Whiteside



Size of the challenge

Consumer market conditions are changing

• Current recession has accelerated exposure to strategic challenge

• Smoking Ban has changed the rules of the game 

• Off trade competition a fact of life

• Alcohol health politics are not likely to lessen

• Consumers are demanding more from their Pubs
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• Consumers are demanding more from their Pubs

More of our Pubs need to develop and broaden 

their appeal



Size of the challenge

Leased model under pressure

• Beer consumption will continue to decline 

• Machine income also in long term decline

• Beer income growth has been margin driven not 

volume

• Rent growth cannot be assumed unless pubs are 

growing

•
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growing

• Without growth our licensees will require a larger 

share of the cake

• Relations with licensees lack transparency and trust

Our Business model needs to evolve



Business outlook is positive

Future market dynamics supportive

• Underlying positive trend towards mixed 

social, eating and drinking out 

• Growth in ageing and single households 

will accelerate this trend

• Smoking ban is attracting more females 

and ABC1’s to pubs
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• Pubs offer versatility in meeting changing 

consumer needs

• Fewer better pubs will thrive at the 

expense of weaker operators

The best pubs are already often owner operated



Business outlook is positive

Well executed the leased model has   
competitive advantage

• Motivated owner operator

• Local consumer focus

• Creative non branded execution

•
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• Flexible and reactive

• Diversified revenue opportunities

• Economies of scale in support

Leasing a Pub remains an attractive low cost business 
ownership opportunity



Three Phases of Activity

Phase 1 Phase 2 Phase 3

Stabilising

Performance

Creating the 

platform for 

growth

Sustainable 

Value 

Creation
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growth Creation



Stabilising Performance

• Flexible agreements

– New customer support tool

– Partner support increased from £0.4m per month to £1.6m

• Option to purchase freehold
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• Sales support 

– Price discounts 

– Food solutions

– New categories



Stabilising Performance

Cost control 

• PI uplifts: rents can go down as well as up

• Wholesale pricing delayed and restricted to 4%

• Carbon reduction team

• Rate appeal support

Renewed management focus on core estate
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Renewed management focus on core estate

• Turnaround Division established

• Disposal of low turnover lifestyle pubs

• Flying Start training 



Leased Metrics

Pubs on substantive agreements 84% of estate
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Pubs on substantive agreements 84% of estate

Closed pubs 5% of estate

Pubs in volume growth 44% of estate

Lettings 465 pubs

Rent uplift on rent review +0%

Rent uplift on lease renewal +4%



Creating the platform for growth

• Determine consumer vision for each pub

– Opportunity to move away from wet led dominated estate

• Identify and sell pubs without growth potential

– Reduced costs of licensee churn

– Reduced support

• Recruit the right business partner

– Significant earnings potential running a successful Pub
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– Significant earnings potential running a successful Pub

• Added value business support

– New agreement motivating business growth

– Efficient service through e:commerce

– Business development managers add value through 

expertise



Sustainable value creation

• Fewer, higher quality pubs

• Win, win partnerships

• Value added support
RECRUIT 

THE RIGHT 
BUSINESS 

PARTNER

DETERMINE 
CONSUMER

PROPOSITION

£
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ADDED VALUE 
BUSINESS 

SUPPORT

£



SPIRIT BUSINESS REVIEW

“Realising Our Full Potential”
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Mike Tye



Our Strategy – “The Circle of Success”

Best Pubs
in Each 

Local Market Accelerating

Success

Great Guest 
Experience
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Maximising

Returns



Best Pubs in Each Local Market  

Site-by-Site Estate Review Conducted – What Have We got?

• Demographics / Demand Profile

• Competitor Sets 

• Physical Condition

Consumer Research Programme Completed - What Do Consumers Need?

• Eating / Drinking Occasions

• “Wish List”

• Concept Ranking
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• Concept Ranking

• Concept Development

Future Concept Portfolio Defined & Estate Plan Completed
• Boston Consulting Group Principles

• Optimum Solution per Site (protect/develop/sell etc)

• Priority Ranking / Capex / Time Plan Created  



Spirit Current Asset Portfolio Mapping

Drink led Food led

Quality focus

Chef 

& BrewerMetropolitan

29
www.punchtaverns.comwww.thespiritgroup.com

Price Focus

Two 

For One
Spirit

Locals

Barras
Family 

Food Pubs



Spirit Future Asset Portfolio Mapping
• Appropriate spread of 

concepts to optimise 

current estate

• 80% common; 20% 

very specific

• General shift towards 

food 

• Development 

Drink led Food led

Quality focus

Chef 

& Brewer

Premium
Food

Value
Rest. 1Local

Premium
Bar

Metro /

Heritage
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• Development 

prioritised

• Pilot sites agreed.

• Cost engineering 

driven down 

Capex/Revex

Price Focus

Rest. 1

New
241

Local
Food 1

Local 2
Local 1



Great Guest Experience

• “Operational Excellence” Launched March 2009

– Significant “Change Management” Programme

- Both ‘What’ & ‘How’ We Work

– Modular Approach Over 6 Months

- Right Management Team – Structure and Calibre

- Operational “Hardlines” – One Way / Best Way
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- Operational “Hardlines” – One Way / Best Way

- Guest Journey – 80 / 20 Principles

- Measurement and Audit Systems

• Team Member Recruitment, Training and Retention Improved

• Repairs and Maintenance spend increased by c.20% YOY



Great Guest Experience – Concept Improvements

• Chef & Brewer

• Service Enhancement 

• Menu Transformation 

• Environment Modernised
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• Dramatic Improvement in dish quality

• Value For Money Improved

• Skills Enhanced

• Product Consistency Greater

• Pride of Team increased

Chef & Brewer Menu Transformation
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• Pride of Team increased

• Great Guest Reaction



Chef & Brewer – Contemporary Designs
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