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Business Review
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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



3 www.punchtaverns.comwww.thespiritgroup.com

Punch Strategy
Punch & the Licensed Trade

c. 90,000
Independent bars, freehouses,

hotels, restaurants & clubs

c. 30,000 
Leased & tenanted pubs

c. 10,000
Managed pubs

c. 130,000 On Licensed Premises in UK

864 pubs

 

c. 20,000 customers7,560 pubs
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The Market
• Short term market conditions remain challenging for all companies

• Credit crunch

• Inflationary pressures
• Poor summer

• Cheap off trade alcohol

• Changed customer base post smoking ban

• Significant opportunities in the longer term
• Fewer pubs

• Growing population

• Materially satisfied with greater leisure spend propensity
• 2012 Olympics
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Leased Business
Improved estate quality

(52 weeks)

FY02 IPO FY03 FY04 FY05 FY06 FY07 FY 08 Cumulative

Start of Year 4,160 4,249 4,302 4,515 7,334 8,227 7,846 7,5 61 4,160

Pubmaster 3,115 3,115

InnSpired 1,064 1,064

Avebury 409 409

Other Acquisitions 187 283 80 106 96 85 19 856

Lease conversions 74 563 20 657

Disposals (45) (70) (376) (686) (551) (933) (40) (2,701)

End of Year 4,302 4,515 7,334 8,227 7,846 7,561 7,560 7,560

Leased Pub Numbers

Leased EBITDA per pub
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• Repositioning over last 5 years 
has improved the quality of the 
estate

• Majority of licensees are 
performing well
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Leased Business
Profit contribution by decile

1 2 3 4 5 6 7 8 9 10 Total
Population Decile

Contribution 

1%
5%

6%
8%

9%
10%

11%

13%

15%

22% 100%

• Highly diversified business with limited exposure to unsustainable pubs
• Identified c.500 pubs which are unlikely to generate sustainable long term profit 

growth, these pubs generated a profit of £10m in FY08

Bottom 20% of estate 
only accounts for 6% of 

pre overhead profits
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Leased Business
Majority of licensees are performing well

• FY08 indicators robust despite tougher trading cond itions 

• 89% of pubs are on substantive agreements and have 
generated profit growth

• Only 3% of pubs are closed 

• 41% of pubs grew beer income

• Average lessee profitability is slightly down on the half year 
position, but remains in line with last year

• 485 assignments at an average premium of £71k

• Over 5,000 applicants and 852 lettings in the year

• 4% average uplift on rent review (9% of reviews resulted in rent
reductions, and 24% saw no change)

• 13% average uplift on lease renewal
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Leased Business
Industry Leading Support

• Levels of support maintained in 2008

• 8,835 lessee training days 

• Catering support for 1,200 licensees to introduce a new 
food offer or further develop existing offer

• 303 beer and cider brands available to lessees

• Record attendance at our 4th year of roadshows

• Invested in 985 pubs with our lessees

• £69m invested in the estate this year

• Absorbed latest brewers wholesale price increases

• Additional support to licensees where appropriate

• 407 rent concessions with an annualised value of £6.3m

• Non standard discounts increased by £6m p.a.
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Managed Estate Transition – Major Change Programme

Acquisition  
1,830 pubs

Jan 2006 August 2008Jun 2006

(290) GI 
Partners

Sep 2006

(31) Regent 
Inns

82 Mill House 
Inns

864 pubs

(657) Lease 
Conversions

(70) Other 
Disposals/Acquisitions

Rescale Organisation
Support costs £63m Support costs £34m

Spirit  Acquisition
Reshape 

Estate
Focused
Business

Operational
Focus

(49) further 
conversions
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Spirit Business Review

• Recognising the Starting Point

• Realising the Potential

• Progress to date

• Outlook
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The Starting Point

• Some of the Best PUBS / Locations in the UK, but…
• Not all maximising market opportunity 

• Some Great PEOPLE but…
• Overall calibre below par
• Focussed on too many priorities 

• Some memorable CUSTOMER EXPERIENCES, but…
• Operations disciplines inconsistent

• Some good CONCEPTS / BRANDS, but…
• No longer ‘Best in Class’
• Market coverage gaps

• Strong COST CONTROL, but …
• Less focus on Customer / SALES

• Structures and PROCESSES designed for estate of 
2,000 pubs
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Realising the Potential

1. “Creating the Best Pubs in each market” = Estate/Asse t optimisation

• Bottom-Up / Top-Down;  Site by Site – Opportunity Assessment
2/3 year Capex Prioritisation Plan

• Concept Development Plans – C&B/241;  Portfolio Gaps

2. “Consistent Customer Experience” = Operational Excell ence

• Operating Standards – “Hardlines / Guidelines” (P/S/E)
• Simplifying “Ways of Working”
• Focused Measures / Audit / Action Plans
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Realising the Potential

3. “Maximising Results/Returns” = Performance Management

• Maximising Sales & Margin – Central & Local
• Minimising Costs – COGs / Labour / Utilities / Overhead
• Investing Wisely - 20% reduction per square metre
• Formal Performance Reviews – all levels

4. “Accelerating Success” = People & Process

• Structures – Central / Field
• Fast Decision-Making / Review
• Simplification and Reduction of Admin
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Progress to Date  (1)

• Estate / Condition Plan Completes – Nov ’08

• Chef & Brewer
• Menu fully re-vamped
• Service enhanced
• Environment transformed

• Two For One
• Menu improved
• New schemes / Value engineered

• Operating Standards / Audit Process – Jan/Feb ’09
• Web-based M.I.S. Portal in place / Back Office review underway
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Progress to Date  (2)

• Central Marketing Plans Re-focused and Up-weighted:  Costs Held
• Local Sales Plans and Incentives in place
• Drinks Pricing Revised / Simplified
• Labour Planning – Phase 1 in place
• COGs – Great Position on Drinks;  Improving Position on Food
• Investments Accelerated – 241 / 241 Pubs / Metro
• Central & Operation Structures Revised;  Costs Reduced;  Calibre

Rising
• Accountabilities and Internal Process Review Implemented
• Culture Transformation Commenced

• Focus / Pace / Performance
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The Future

• Great Potential – Every Pub!

• Challenging Trading – not the first time

• Well positioned in a ‘Value’ focused market

• Focused Capex plan to take advantage

• Confidence in ability to execute
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Summary and Outlook

• Short term trading conditions for the sector remain challenging

• UK consumer environment is weakening

• Management actions will be based on the assumption that there will be 
no improvement in trading in the near term

• Maintained significant headroom to financial covenants

• Strong position to ensure future cash flows are available to Group

• Remain optimistic about longer term prospects 


