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New Century Inns Limited

Directors’ report for the 52 weeks ended 30 September 2007

The directors present their report and the audited financial statements of the company for the 52 weeks
ended 30 September 2007

Business review and principal activity
The principal activity of the company 1s the ownership and operation of public houses

The directors are satisfied with the performance of the company during the period which shows a profit
before tax of £616,917 (2006 £933,059) on turnover of £5,098,460 (2006 £5,548,233)

Future outlook

The directors continue to research opportunines for investment in freeholds of public houses with an aim to
grow the company’s portfolio  Careful consideration of local market conditions 1s made on a casc by case
basis before a decision 15 made

Principal risks and uncertainties
The management of the business and the execution of the conpany’s strategy are subject to a number of
risks

The key business risks affecting the company are considered to relate to fluctuating interest rates and poorly
perfornung tenants

Key pertormance indicators

Given the straightforward nature of the business, the company’s directors ate of the opinton that analysiy
using KPIs 1s not necessary for an understanding of the development, performance or position of the
business

Dividends
Duting the penod two mtetim dividends of £80,735 and £84,029 (35 5p and 37 3p per share respectively)

were paid (2006 £79,974 and £84,138 (35 Sp and 37 3p per shate respectively))

Dnectors
The ducctors of the company during the period and up to the date of sigming the financial statements wete

R Anand (appomnted 13 November 2007)

1 A Bull (appomnted 13 November 2007)

D J Flliott {appomted 13 November 2007) '
A G Adkley (tesigned 13 November 2007)

B E Lowe (1esigned 13 November 2007)

B Whitchead (resigned 13 November 2007)

Statement of duectors’ responsshilities in respect ot the financial statements

The dnectors ase 1esponsible for preparing the financial statements in accordance wath applicable law and
regulations

Company law requires the diectors to prepme financial statements fos cach financial yea:  Under that law
the duectors have clected to prepaie the financial statements i accordance with United Kingdom Gencially
Accepted Accounting Practice {Untied Kingdom Accounting Standards and apphcable law)  The finanuial



New Century Inns Limited

statements are required by law to give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that penod

In prepaning those financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,

. make Jjudgements and estimates that are reasonable and prudent,

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements , and

. prepare the financial statements on the going concern basts unless 1t 1s inappropnate to presume that

the company will continue 1n business, in which case there should be supporting assumptions or
qualifications as necessary

The directors confirm that they have complied with the above requirements in preparing the financial
statements

The directors ate responstble for keeping proper accounting records that disclose with reasonable accuracy at
any tinme the financial position of the company and enable them to ensure that the financal statements
comply with the Companies Act 1985 They arc also responsible for safeguarding the assets of the company
and hence for tahing reasonable steps for the prevention and detection of fraud and other irregulanties

Auditers and disclosure of information to auditors

Each director, as at the date of this report, has confirmed that insofar as thoy are aware there 1s no 1clevant
audit information (that s, information needed by the Company’s auditors in connection with preparing their
report) of which the Company’s auditors are unawate, and they have taken all the steps thar they ought to
have taken as a duector in order to make themselves aware of any relevant audit information and to establish
that the Company’s audito:s are aware of that information  Tlus confirmation 1s given and should be
mterpreted moaccordance with the provisions of s234ZA of the Companies Act 1983

A resolution to reappomnt PricewaterhouseCoopers LLP as auditors to the company will be proposed at the
Annual General Mecting

By order of the Board

WO

Lindsay Keswick
Company Secretary 21 December 2007

12



New Century Inns Limited

Independent auditors’ report to the members of New Century Inns
Limited

We have audited the financial statements of New Century Inns Limited for the 52 weeks ended 30
September 2007 which comprise the profit and loss account, the balance sheet, the cash flow statement, the
statement of accounting policies and the related notes These financial statements have been prepared under
the accounting policies set out theremn

Respectiy e responsibilities of directors and auditors

The directors’ responsibilities for prepanng the financial statements n accordance with applicable law and
Unuted Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set
out i the Statement of Directors” Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and Iniernational Standards on Auditing (UK and Ireland) This report, including the opimon,
has been prepared for and ouly for the company’s members as a body 1n accordance with Section 235 of the
Companmies Act 1985 and for no other purpose  We do not, in giving this opinion, accept o1 assume
1esponsibility for any other purpose or to any other person to whomn this report ts shown or into whose hands
1t may come save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepated 1n accordance with the Companies Act 1985 We also report to you whether in our opinwon
the information given 1n the Directors’ Report (s consistent with the financial statements

In additron we report to you if, in our opinion, the company has not kept proper actounting recoids, of we
have not received all the information and explanations we 1equire for our audit, o1 1f information specified
by law regarding duectors’ temuneration and other transactions 1s not discloscd

We read the Duectors’ Report and consider the implications for our report if we become awaie of any
apparent nusstatements within it

Basis of audit opinion

We conducted owr audit 1n accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board An audit includes exanunation, on 4 test basis, of evidence relevant to the
amounts and disclosures mn the financial statements It also includes an assessment of the significant
estimates and judgments made by the dircctors in the prepaiation of the financial statements, and of whether
the accounting policies arc approptiate to the company’s circumstances, consistently applied and adoquately
disclosed

We planned and petformed our audit so as to obtamn all the information and uaplanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assutance that the
financial statements are free from material misstalement, whether caused by fiaud or other inegulanty o1
error In fornng our opinion we also evaluated the overall adequacy of the presentatien of infoimation 1o
the financial statements

Opimon

[n our opriion

. the financial statemcnts give a tiue and fan view, 1n accerdauce with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affaus as at 30 September 2007 and of
1ts profit and cash flows for the petiod then ended,

" the financial statemeats have beun properly prepared n accerdance with the Companies Act 1983,
and
- the infoymation given n the Dectors’ Report 1s conststent with the financial statements

PricewatethouseCoopers LLP
Newcastle upon Tvne 21 December 2007
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Profit and loss account for the 52 weeks ended 30 September 2007

2007 2006

Note £ £

Turnover 5,098,460 5,548,233
Cost of sales (2,548,211) (2,841,300)
Gross profit 2,550,249 2,706,933
Adnunistrative expenses (%,006,204) {955,795)
Operatung profit 1 1,544,045 1,751,138
Other income 10,000 -
Interest recervable and similar income 4 65 1,232
Interest payable and similar charges 5 (937,193) (819,311
Profit on ordinary actavities before taxation 616,917 933,059
Tax on profit on ordinary activities 6 (107,579) (298 601)
Profit on ordinary activities after taxation 509,338 634,458
Dividends 7 (164,764} (164,112)
Retained profit for the period 16 344,574 470,346

All operations refer entuely to continuing oprations

There 15 no difference between the reported profits and the histotical cost profits

The company has no iecognised gains ot losses, as defined in Financial Reporting Standard 3 ( FRS 37)

Repoiting Financial Petformance which aie not included in the above profit and loss account



Balance sheet as at 30 September 2007

2007 2006

Nete £ £ £ £
Fixed assets
Tangible assets 8 18,089,712 17,003,298
Current assets
Assets held for resale 9 378,877 354,885
Debtors 190 496,124 461,709
Cash at bank and in hand 541 30,533

875,542 847,127

Creditors amounts falling due
withio one year 11 (14,304,913) (2,049,255)
Net current habihities (13,429,371} (1,202,128)
Total assets less current labilities 4,660,341 15,801,170
Creditors amounts falling due
after more than one year 12 (779,887 (12,463,180)
Provisions for habihties and
charges 14 (1,163,292) (1,039,336)
Net assets 2. 717,162 2,298,654
Capital and reserves
Calicd up shate capital 13 227,421 225279
Share prennum account 16 1,113,146 1,041,354
Capital redemption reserve fund 16 1,629 1,629
Profit and loss account 16 1,374,966 1,030,352
Equity sharcholders’ funds 17 2,717,162 2,298,634

The financial statements on pages ¢ o 17 have been approved by the Boawd of Directons on 21 December 2007

and signed on their behalf by

b

I A Bull
Duector




Cash flow statement for the 52 weeks ended 30 September 2007

2007
Note £ £

2006

Net cash inflow from operating
activitres

Returns on mnvestments and
servicing of finance

Interest received

Interest paid

18 1,570,111

65

(937,193)

1,232

(819,311)

2,049,625

Net cash outflow from returns on
investments and servicing of finance

Taxation

Capital expenditure and financial
mvestment

Proceeds from sale of tangible fixed
assets

Purchasc of tangible fixed assets

(937,128)
(109,416)

103,000

(1,157,670)

(600,249)

(318,079)
(159)

Net cash outflow from capital
expenditure and financial investment

Equity dividends pard

(1,147,670)
(164,764)

(600,249)
(164,112)

Net cash (outflow)/inflow hetore

financing
Finanumg

Net proceeds fiom issue of ordinary
share capital

Acquisition of own shares

lncrease/(decrease) in borrowings

(788,867)

73,934

20 513,954

(9,198}

(384,233}

467,026

Net cash infiow/(outflow) from
financing

587,888

(393,431)

(Decrease)/increase 1 cash

20 (200,979}

73,593




Statement of accounting policies

Basis of accounting
The accounts have been prepared under the historical cost convention and 10 accordance with applicable

accounting standards

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less provision for accumulated deproctation Depreciation 1s provided at

rates calculated to write off the cost of assets, less estimated residual value, on the straight hine basis over the
estimated useful lives as follows

Office equipment 5 years
Frechold buldings 50 years

Land 1s not depreciated

Deferred taxation
Defeired taxation has been recogrused as a lability or asset 1f transacttons have occwred at the balance sheet

date that give rise to an obligation to pay more taxation in future, or a right to pay less taxation 1n future An
asset ts not tecognised to the extent that the transfer of economic benefits 1o future 1s uncertain Defened tax
asscts and habthties recognised have not been discounted

Pension costs
The company cperates a defined contribution pension scheme The actual cost bome by the company during

the peiiod 1s charged directly to the profit and loss aceount

Finance leases
Tangible fixed assets purchased under finance leasc agreements ate capitalised at theu cash price and the

liability for future finance lease payment 1s taken into account  Finance charges ate charged to the profit and
loss account over the period of the finance lease agreement

Operating leases
Opcrating lease tentals ate charged to the profit and loss account in the penod for which the rentals are

payable

Assets held for 1esale
Assets held for 1esale, which represent assets normally owned by tenants but held pending sale to new tenants,

are stated at the lower of cost and net reahisable value

Turnoser
Tumove: 1epresents the value of sales and scrvices to third parties, excluding value added tas, in the United

Kingdom




Notes to the financial statements
for the 52 weeks ended 30 September 2007

1 Operating profit

2007 2006
£ £
Operating profit s stated after charging/(crediting) the following
Auditors’ remuneration - audit services 5,900 5,700
Auditots’ remuneration - non audit services 13,625 7375
Depreciation of owned fixed assets 67,436 77,944
Deprecration of leased fixed assets 3,820 3,840
Opcerating leasc rental - land and bwldings 29,904 26,666
Operating lease rental - other 47,220 43,689
Rent recervable {1,106,363)  (1,206,474)
2 Staff costs
2007 2006
£ £
Wages and salaries 498,953 504,044
Social securty costs 638,507 09,177
Pension costs 91,255 88,968
658,715 662,189

The average number of persons employed duning the period was 13 (2006 13)




3 Directors’ emoluments

2007 2006
£ £
Emoluments (excluding pension contributions) 340,085 346,920

Contnbutions to money purchase pension schemes 1n respect of 3 directors were £53,322 (2006 £33,3221n
respect of three directors)

The emoluments of the highest paid director were £161,227 (2006 £160,352) and the contributions to a money
purchase pension scheme on his behalf were £24,937 (2006 £26,290)

4  Interest receivable and similar income

2007 2006

£ £

Bank interest 65 1,232

5 Interest payable and similar charges

2007 2006

£ £

Fmance lease interest 776 776
Intercst payable on bank leans and overdrafts 932,779 §12,535
Orther 1nterest 3,638 6,000

937,193 819311




6 Tax on profit on ordinary activities

{(a)  Analysis of charge in period

2007 2006
£ £
Current tax
UK corporation tax on profits of the period 8,202 133,948
Adjustments 1n respect of previous periods (24,579 (4,472)
Tota) current tax (note 6b) (16,377) 129,476
Deferred tax
Current period (note 14) 123,956 169,125
Tax on profit on ordinary activities 167,579 298,601
(b)  Factors affecting tax charge for the perrod
The tax assessed for the peniod 15 lower (2006 lower) than the standard rate of corporation tax i the UK
(30%) The differences arc explained below
2007 2006
£ £
Profit on ordinary activities before tax 616,917 033,059
Profit on ordinary activities multiplied by standaid rate of corporation tax in
the UK of 30% (2006 30%) 185,075 279918
Expenses not deductible for tax purposes 16,444 21,775
Capital allowances 1n excess of dupreciation (193,317) (167,745)
Adjustments 1n respect of previous penods (24,579) (4,472)
Current tax (credit)/charge for the period (note 6a) (16,377) 129 476

(c) Factfors that may atfect future tax charges

A numbet of changes to the UK cotpoiation tax system were announced in the March 2007 budgcet statement
and arc expected to be enacted 1n the 2007 and 2008 Finance Acts The changes had not been substantively
cnacted at the balance sheet date and, therefoie are not included in these financial statements The effect of the
changes would not be material to the financial statements




7 Dividends

2007 2006
£ £
Equity - ordinary
First interim pard 37 3p (2006 37 3p) per £1 ordinary share 84,029 84,138
Second intenm paid 35 5p (2006 35 5p) per £1 ordinary share 80,735 79,974
164,764 164,112
8 Tangible fixed assets
Frechold
land and Office
butldings equipment Total
£ £ £
Cost
At 2 October 2006 17,270 526 92,411 17,362,937
Additions 1,156,446 1,224 1,157,670
At 30 September 2007 18,426,972 93,635 18,520,607
Depreciation
At 2 October 2006 295,099 64,540 359,639
Charge for period 54,336 16,920 71,256
At 30 September 2007 349,435 81,460 430,895
Net book value
At 30 September 2007 18,077,537 12,175 18,089,712
At 2 October 2006 16,975,427 27,871 17,003,298

Included in the aforementioned fixed assets awe office equipment purchased under finance lease contract with a
net book value of £620 (20006 £4,440) on wiich depreciation of £3,820 (2006 £3,840) was charged in the

penod



9  Assets held for resale

2007 2006
£ £
Assets held for resale 378,877 354,885
10 Debtors

2007 2006
£ £
Trade debtors 374,260 388,649
Other debtors 5,835 27,877
Prepayments 116,029 45,183
496,124 461,709

11 Creditors: amounts falling duc within one year
2007 2006
£ £
Bank loan (note 13) 12,600,000 400,000
Bank overdraft (note 13) 170,987 -
Trade creditors 877,446 884,402
Other tax and soctal securnity 37,525 50,258
Corporation tax 8,155 133,948
Other cieditors 323,393 345,720
Finance leases (note 13) 919 3,672
Accruals and defened income 286,486 231,253
14,304,913 2,049,253




12 Creditors: amounts falling due after more than one year

2007 2006
£ £
Bank loan {note 13) 779,887 12,462 257
Finance leases (note 13) - 923
779,887 12,463,180
13 Loan capital and other borrowings repayment statement

20067 2006
£ £
Bank loans and overdiaft 13,550,874 12,862,257
Finance leascs 919 4,595
13,551,793 12,866,852

Matunity of debt
Within one year or on demand 12,771,906 403,672
Betwcen one and two yeats 400,600 400,923
Between two and five years 379,887 12,062,257
13,551,793 12,866,852

The bank loans aic sccured on the property of the company The bank loans are subject to mterest charged at
LIBOR plus 1 25% for amounts borrowed up to £13,000,000 and are repayable, subject to certain terms, by
July 2008  An additional bank loan of £2,000,000 attracts interest at LIBOR plus 1 75% and 15 1epayable in
twenty equal quatterly mstalments In the current period the company has taken advantage of a repayment

heliday on thss facily

Finance lease obligations aic securcd on the assets 1o which the leases telate



14 Provisions for liabilities and charges

Deferred tax provided 1n the accounts 1s as follows

2007 2006
£ £
Excess of capital allowances over depreciation 1,163,292 1,039,336
Total 1,163,292 1,039,336
Reconciliation of movement in deferred tax
£
Balance at 2 October 2006 1,039,330
Charge to profit and loss account (note 6) 123,956
Balance at 30 Septemher 2007 1,163,292
15 Called up share capital
2007 2006
£ £
Authorised
260,658 Ordinary shaies at £1 260,658 260,658
[ssued and fully paid up
227,421 (2006 225,279) Ordinary shares at £1 217421 225,279

During the pertod the following changes to the company’s capital were made

En October 2006, 2,142 ordinary shares weie 1ssued for cash  The nonunal value of these shares was £2,142

and the consideiation received was £73,934 after deductng expenses of £1,036



16 Reserves

Capiatal
Share redemption
premium reserve Profit and
account fund loss account Total
£ £ £ £
At 2 October 2006 1,041,354 1,629 1,030,392 2,073,375
Premium on ordinary shares 1ssued 71,792 - - 71,792
(net of £1,036 expenses)
Retaned profit for the penod - - 344,574 344,574
At 30 September 2007 1,113,146 1,629 1,374,966 2,489,741
17 Reconciliation of movement in shareholders’ funds
2007 2006
£ £
AL 2 October 2006 2,298,654 1,837,506
Net proceeds of ordinary shares 1ssued 73,934 -
Acquisition of own shares - (9,198)
Retained profit for the period 344,574 470,346
At 30 September 2007 2,717,162 2,298,654
18 Net cash inflow from operating activities
2007 2006
£ £
Operating profit 1,544,043 1,751,138
Depreciation charge 71,256 81,784
Tncrease m asseis held for resale (23,992) (57,631}
Increase in debiors (34,415) (157,507)
Increase 1 creditors 13,217 431,841
Net cash inflow trom continuing operations 1,370,111 2049 625




19 Reconciliation of net cash flow to movement in net debt

2007 2006

£ £

{Decrease)/increase 1n cash i the period (200,979) 73,595
Net movement i borrowings (513,954) 384,233
Movement in net debt in the penod (714,933) 457,828

20 Analysis of changes in net debt

At At

2 October Non-cash 30 September

2006 Cash flow changes 2007

£ £ £ £

Cash at bank and 1n hand 30,533 {29,992) - 541
Bank overdraft - (170,987) - (174,987)
30,533 (200,979) - (170,446)

Finance leases (4,595) 3,676 - 919
Debt due within one year (400,000) (517,630y (11,682,370) (12,600,000)
Debt due afier one year (12,462,257) - 11,682,370 (779,887
(12,866,852) (513,954) - (13,380,800)
1 otal (12,836,319) (714,933) - (13,551,252)

21 Operating leases

The company has operating lease commitments for the next 12 months on operating leases expirng

Others
2007 20006
£ £
Within one year 47,930 19,053
Between one and five years 68,680 23,878
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22 Related party transactions

The Chameleon Pub Company 1s considered to be an associated entity as 1t has common directors with New
Century Inns Lumited This company manages one of the public houses owned by New Century Inns Limited

There have been sales in the period to The Chameleon Pub Company of £379,089 (2006 £476,006) The
outstanding debtor balance at the pertod end date with The Chameleon Pub Company 1s £20,773 (2006
£17,523)

A management fee of £13,835 (2006 £17,738) was charged to The Chameleon Pub Company n the penod

23 Post balance sheet events

On 13 November 2007 the entire 1ssued share capital of the company was purchased by Greene King
Acquisitions No 5 Limited for a consideration of £1 8,449,575

On the same day the company’s bank loans were repaid n full, together with all accrued interest owing, by the
company’s new parent undertaking, Greene King Acquisitions No 5 Lumuted

24 Ultimate controlling party

At the year end there was not considered to be a single ultumate controlling party of the company

Subsequent to the period end, as discussed in note 23, the entire 1ssued share capital of the company was
acqured by Greene King Acquisitions No 5 Linuted, a subsidiary of Greene King plc  As such Greene King
plec 1s considered to be the uitimate controlling party of the company at the date of approval of these financial
stateinents



