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SPIRIT PUB COMPANY (DERWENT) LIMITED

DIRECTORS' REPORT
For the 52 weeks ended 30 April 2017

The directors present their report and the financial statements for the 52 weeks ended 30 April 2017.
Principal activity
The principal activity of the company is that of pub retailing.

On 23 June 2015, 100% of the ordinary share capital of Spirit Pub Company plc, the ultimate parent of the Spirit Pub
Company group, was acquired by Greene King plc. As a result of this transaction, the accounting reference date of this
company was changed from 24 August to 30 April in line with other group companies, creating a 36 week accounting
period for the period ended | May 2016. Consequently, amounts presented in these financial statements are not entirely
comparable.

Following a review of net book value (NBV) of tangible fixed assets it was identified that the addition of a freehold building
had not been accounted for in the prior period (see note 18).

Going concern

At the balance sheet date the company had net current liabilities of £17,385,000 and net liabilities of £2,695,000. This
includes amounts due to Greene King plc and other group undertakings amounting to £17,805,000. The directors have
prepared cash flow forecasts for the foreseeable future, being at least 12 months from the date of approval of these
financial statements, which indicate that the company requires financial support from its ultimate parent undertaking,
Greene King plc, to enable it to meet its liabilities as they fall due. Greene King plc has confirmed that it will provide the
necessary financial support for the foreseeable future to enable the company to meet its liabilities as they fall due. The
directors of the company have made appropriate enquiries of the directors of Greene King plc to confirm that they are
satisfied that the financial support will be available and accordingly continue to prepare the financial statements on a going
concern basis.

Directors

The directors who served during the 52 weeks were:
K Davis

] Forrest

K Millbanks (resigned 19 May 2017)

M Todd

P Thomas (appointed 28 March 2017)

None of the directors held any interest in the share capital of the company during the period.

The interests of the directors in the shares of the ultimate parent company, Greene King Plc, are shown in the financial
statements of that company, where they are directors of Greene King Plc.
\

Qualifying third party indemnity provisions

The company has indemnified the directors of the company in respect of proceedings brought by third parties. Such
qualifying third party indemnity provision remains in place at the date of this report.

Disclosure of information to auditor

Each of the persons who are directors at the time when this directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the company's auditor is unaware,
and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the company's auditor is aware of that information. .
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SPIRIT PUB COMPANY (DERWENT) LIMITED

DIRECTORS' REPORT (CONTINUED)
For the 52 weeks ended 30 April 2017

Post balance sheet events

On 8 September 2017 the company sold all of its tangible fixed assets to Greene King Brewing and Retailing Limited, a
fellow undertaking for a total consideration of £19,963,468.

Auditor

' The auditor, Ernst & Young LLP, will be proposed for reappointment in accordance with section 485 of the Companies

Act 2006.

In preparing this report, the directors have taken advantage of the small companies exemptions provided by section 415A
of the Companies Act 2006.

This report was approved by the board and signed on its behalf.

N0 = &
X o

Mrs L A Keswick
Secretary

Date: ‘ql@llzolg
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SPIRIT PUB COMPANY (DERWENT) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
For the 52 weeks ended 30 April 2017

The directors are responsible for preparing the directors' report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’. Under company law the directors must not approve the financial statements unless they are
satisfied that they 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 period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgments and accounting estimates that are reasonable and prudent;
o state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and to
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF SPIRIT PUB COMPANY (DERWENT)
LIMITED

We have audited the financial statements of Spirit Pub Company (Derwent) Limited for the 52 weeks ended
30 April 2017 which comprise the statement of comprehensive income, the balance sheet, the statement of changes in
equity and the related notes | to 22. The financial reporting framework that has been applied in their preparation is
applicable law and the United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice),
including Financial Reporting Standard 101 ‘Reduced Disclosure Framework'.

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company's members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the directors' responsibilities statement, set out on page 3, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is
to audit and express an opinion on the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practice Board's Ethical Standards
for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the company's circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the Annual report and financial statements to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with,
the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:

. give a true and fair view of the state of the company's affairs as at 30 April 2017 and of its loss for the 52 weeks
then ended; :

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard |0l 'Reduced Disclosure Framework'; and

. have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the directors’ report for the financial period for which the financial statements are
prepared is consistent with the financial statements; and
. the directors' report has been prepared in accordance with applicable legal requirements.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF SPIRIT PUB COMPANY (DERWENT)
LIMITED

Matters on which we are required to report by exception

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
have identified no material misstatements in the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors' remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit; or

the directors were not entitled to take advantage of the small companies' exemption from the requirement to
prepare a strategic report or in preparing the director's report.

'éth&éwgwe

Lioyd Brown (Senior statutory auditor)

for and on behalf of
Ernst & Young LLP, Stautory Auditor
London, UK

oue |7 GW,WES Q013
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SPIRIT PUB COMPANY (DERWENT) LIMITED

STATEMENT OF COMPREHENSIVE INCOME

Turnover

Cost of sales

Gross profit

Administrative expenses

Exceptional administrative expenses

Operating (loss)/profit

Taxation

(Loss)/profit for the period

For the 52 weeks ended 30 April 2017

Note

52 weeks 36 weeks
ended ended
30 April I May
2017 2016
£000 £000
7,070 3,922
(2,219) (2,875)
4,851 1,047
(4,601) (312)
(4,156) -
(3,906) 735
306 98
(3,600) 833

There were no recognised gains and losses for 2017 or 2016 other than those included in the statement of

comprehensive income.

There was no other comprehensive income for 2017 (2016:£nil).

The notes on pages 9 to 22 form part of these financial statements.
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SPIRIT PUB COMPANY (DERWENT) LIMITED
Registered number: 08822132

BALANCE SHEET
As at 30 April 2017

Fixed assets

Tangible assets
Current assets

Stocks

Debtors: amounts falling due after more than one year
Debtors: amounts falling due within one year

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current liabilities
Total assets less current liabilities

Provisions for liabilities

Deferred taxation

Other provisions
Net (liabilities)/assets

Capital and reserves

Called up share capital

Profit and loss account

Equity

As restated

30 April I May 22 August
2017 2016 2015
Note £000 £000 £000
16,010 20,022 4714
- - 40

| 157 - -
| 3,133 1,386 2,263
12 289 388 291
3,579 1,774 2,594
13 (20,964) (20,717) (6,981)
(17,385) (18,943) (4,387)
(1,375) 1,079 327
14 - (174) (255)

IS (1,320) - -
(2,695) 905 72

16 - - -
17 (2,695) 905 72
(2,695) 905 72

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

Qs

K Davis
Director

Date: |] IO\ lZG\X

The notes on pages 9 to 22 form part of these financial statements.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

STATEMENT OF CHANGES IN EQUITY
For the 52 weeks ended 30 April 2017

Called up Profit and
share capital loss account Total equity

£000 £000 £000
At 22 August 2015 - 72 72
Comprehensive income for the period
Profit for the period - 833 833
At | May 2016 - 905 905
Comprehensive income for the period
Loss for the period - (3,600) (3,600)
At 30 April 2017 - (2,695) (2,695)
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

GENERAL INFORMATION

Spirit Pub Company (Derwent) Limited is a private company limited by shares incorporated and domiciled in
England & Wales.

The company's financial statements are presented in Sterling and all values are rounded to the nearest thousand
pounds (£000) except where indicated.

ACCOUNTING POLICIES

2.1

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise specified
within these accounting policies and in accordance with Financial Reporting Standard 101 'Reduced Disclosure
Framework' and applicable accounting standards.

The preparation of financial statements in compliance with FRS 10l requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the company's accounting
policies (see note 3).

The following principal accounting policies have been applied:
Financial reporting standard 101 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions under FRS 101:
. the requirements of IFRS 7 Financial Instruments: Disclosures

. the requirement in paragraph 38 of IAS | 'Presentation of Financial Statements' to present comparative
information in respect of:

- paragraph 79(a)(iv) of IAS [;
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;

. the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, ||| and
134-136 of IAS | Presentation of Financial Statements

. the requirements of IAS 7 Statement of Cash Flows

. the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

. the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures

. the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member

. the requirements of paragraphs 134(d)-134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

ACCOUNTING POLICIES (CONTINUED)

23

2.4

Going concern

At the balance sheet date the company had net current liabilities of £17,385,000 and net liabilities of
£2,695,000. This includes amounts due to Greene King plc and other group undertakings amounting to
£17,805,000. The directors have prepared cash flow forecasts for the foreseeable future, being at least 12
months from the date of approval of these financial statements, which indicate that the company requires
financial support from its ultimate parent undertaking, Greene King plc, to enable it to meet its liabilities as
they fall due. Greene King plc has confirmed that it will provide the necessary financial support for the
foreseeable future to enable the company to meet its liabilities as they fall due. The directors of the company
have made appropriate enquiries of the directors of Greene King plc to confirm that they are satisfied that
the financial support will be available and accordingly continue to prepare the financial statements on a going
concern basis.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to bringing
the asset to the location and condition necessary for it to be capable of operating in the manner intended by
management.

The company adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is incurred, if the replacement part is expected to provide incremental future benefits to the
company. The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to
profit or loss during the period in which they are incurred.

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated useful
lives, using the straight-line method.

The estimated useful lives range as follows:

Freehold property - depreciated to their estimated residual values over
periods up to fifty years
Fixtures and fittings - depreciated over their estimated useful lives which

range from three to twenty years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within 'other operating income' in the profit and loss account.

Where the carrying value of properties may not be recoverable an impairment in the value of tangible fixed
assets is charged to the profit and loss account. '

Residual value is reviewed at least at each financial year end and there is no depreciable amount if the residual
value is the same as, or exceeds, book value. ’

An item of property, plant and equipment is de-recognised upon disposal or when no future economic
benefits are expected from its use. Profit or loss on de-recognition is calculated as the difference between the
net disposal proceeds and the carrying amount of the asset, and is included in the income statement in the
year of de-recognition.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

ACCOUNTING POLICIES (CONTINUED)

25

2.6

2.7

2.8

2.9

fmpairment
Property, plant and equipment

Individual assets are grouped for impairment assessment purposes at the lowest level at which there are
identifiable cash inflows independent of the cash inflows of other groups of assets.

An assessment is made at each reporting date as to whether there is an indication of impairment. If an
indication exists, the company makes an estimate of the recoverable amount of each asset group. An asset’s
or cash generating unit’s recoverable amount is the higher of its fair value less costs of disposal and value-in-
use and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets.

An impairment loss is recognised where the recoverable amount is lower than the carrying value of assets. If
there is an indication that any previously recognised impairment losses may no longer exist or may have
decreased, a reversal of the loss may be made only if there has been a change in the estimates used to
determine the recoverable amounts since the last impairment loss was recognised. The carrying amount of
the asset is increased to its recoverable amount only up to the carrying amount that would have resulted, net
of depreciation, had no impairment loss been recognised for the asset in prior years.

Impairment losses and any subsequent reversals are recognised in the income statement.
Intercompany balances

Amounts owed by or to group undertakings are classified as short term assets or liabilities unless there is a
formal loan arrangement in place that specifies repayment over a period longer than one year at the balance
sheet date.

Cash at bank and in hand

Cash at bank and in hand in the balance sheet comprises cash at bank and in hand and short-term deposits
with an original maturity of three months or less.

Provisions for liabilities

Provisions are made where an event has taken place that gives the company a legal or constructive obligation
that probably requires settlement by a transfer of economic benefit, and a reliable estimate can be made of
the amount of the obligation.

Provisions are charged as an expense to the profit and loss account in the year that the company becomes
aware of the obligation, and are measured at the best estimate at the balance sheet date of the expenditure
required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the balance sheet.
Provisions are discounted to present value, where the effect of the time value of money is material, using a
pre-tax discount rate that reflects current market estimates of the time value of money and the risks specific
to the liability. The amortisation of the discount is recognised as interest payable and similar charges.

Onerous leases

Where the unavoidable costs of a lease exceed the economic benefit expected to be received from it, a
provision is made for the present value of the obligations under the lease.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

ACCOUNTING POLICIES (CONTINUED)

2.10 Operating leases: lessee

Leases where the lessor retains substantially all the risks and benefits of ownership are classified as operating
leases. Rentals paid under operating leases are charged to the profit or loss on a straight line basis over the
period of the lease.

2.11 Turnover

Turnover represents external sales (excluding taxes) of goods and services, net of discounts. Turnover is
recognised to the extent that it is probably that the economic benefits will flow to the company and is
measured at the fair value of consideration receivable, excluding discounts, rebates and other sales taxes.
Turnover principally consists of drink, food and accommodation sales, which are recognised at the point at
which goods or services are provided; rental income, which is recognised on a straight line basis over the
lease term; and machine income, where net takings are recognised as earned. The accrued value for rebates
payable is included within other payables.

2.12 Current and deferred taxation

The tax expense for the 52 weeks comprises current and deferred tax. Tax is recognised in the statement of
comprehensive income, except that a charge attributable to an item of income and expense recognised as
other comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the balance sheet date in the countries where the company operates and generates
income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed

by the balance sheet date, except that: .

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired
and the future tax deductions available for them and the differences between the fair values of liabilities
acquired and the amount that will be assessed for tax. Deferred tax is determined using tax rates and laws
that have been enacted or substantively enacted by the balance sheet date.

2.13 Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the company but are presented
separately due to their size or incidence.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

JUDGMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of financial statements requires management to make judgments, estimates and assumptions in the
application of accounting policies that affect reported amounts of assets and liabilities, income and expense. The
company bases its estimates and judgments on historical experience and other factors deemed reasonable under
the circumstances, including any expectations of future events. Actual results may differ from these estimates.

The estimates and judgments considered to be significant are detailed below:
Taxation

Judgment is required when determining the provision for taxes as the tax treatment of some transactions cannot
be finally determined until a formal resolution has been reached with the tax authorities. Assumptions are also
made around the assets which qualify for capital allowances and the level of disallowable expenses and this affects
the income tax calculation. Provisions are also made for uncertain exposures which can have an impact on both
deferred and current tax. Tax benefits are not recognised unless it is probable that the benefit will be obtained and
tax provisions are made if it is possible that a liability will arise. The final resolution of these transactions may give
rise to material adjustments to the income statement and/or cashflow in future periods. The company reviews each
significant tax liability or benefit each period to assess the appropriate accounting treatment.

Impairment of tangible fixed assets

The company determines whether tangible fixed assets are impaired where there are indicators of impairment.
This requires an estimation of the value-in-use and fair value less costs of disposal at a site level. Value-in-use
calculations require assumptions to be made regarding the expected future cash flows from the cash generating
unit and choice of a suitable discount rate in order to calculate the present value of those cash flows.

Residual values

Residual values of property are determined with reference to current market property trends. If residual values
were lower than estimated, an impairment of asset value and reassessment of future depreciation charge may be
required. Useful lives are reassessed annually which may lead to an increase or reduction in depreciation
accordingly. '

Property provisions

The company provides for its onerous obligations under operating leases where the property is closed or vacant
and for properties where rental expense is in excess of income. The estimates timings and amounts of cash flows
are determined using the experience of internal and external property experts. However, changes to the expected
method of exiting from the obligation could lead to changes in the level of provision recorded. The carrying value
of the provision is disclosed in note 15.

Operating lease commitments - company as lessee

The company has various lease arrangements as a lessee. The company makes judgement, based on an evaluation of
the terms and conditions of the lease arrangement, that the significant risks and rewards of ownerships of the
leased properties were retained by the lessor (that is, the lease does not transfer ownership of the asset to the
lessee by the end of the lease term, the lessee has no option to purchase the asset at a price that is expected to be
sufficiently lower than the fair value at the date the option is exercisable, and the lease term is not for the major
part of the asset’s economic life), to determine where the lease is an operating lease or a finance lease.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

TURNOVER
52 weeks 36 weeks
ended ended
30 April I May
2017 2016
£000 £000
Drink revenue 3,288 1,742
Food revenue 3,684 2,104
Other income ‘98 76

7,070 3,922
All turnover arose within the United Kingdom.

OPERATING (LOSS)/PROFIT

The operating (loss)/profit is stated after charging:

52 weeks 36 weeks

ended ended”
30 April I May
2017 2016
. £000 £000
Depreciation of tangible fixed assets . . 1,484 182
Impairment of tangible fixed assets 2,596 -

STAFF COSTS

The company has no employees as all staff that are utilised in the operation of the company are employed by
Greene King Retail Services Limited and Greene King Services Limited. Staff costs are included in the total
overhead recharge paid by the company to Spirit Pub Company (Services) Limited with the proportion relating to
staff costs not being separately identifiable. '

The directors who held office during the period were also directors of fellow group undertakings. Total
emoluments, including any company pension contributions, received by these directors totals £2,311,000 (2016:
£1,511,000) paid by the ultimate parent company or other group companies. The directors do not believe that it
is practicable to apportion this amount between qualifying services as directors to the company and to fellow
group undertakings. The number of directors who received or exercised share options during the period was 5
(2016: 2).

AUDITOR'S REMUNERATION

The auditor's remuneration for the period of £1,000 (2016: £1,000) has been borne by another group company.

The company has taken advantage of the exemption not to disclose amounts paid for non audit services as these
are disclosed in the group financial statements of the ultimate parent company.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

TAXATION

CORPORATION TAX

Current tax on profits for the year

Adjustments in respect of previous periods

TOTAL CURRENT TAX

DEFERRED TAX

Origination and reversal of timing differences
Effects of tax rates and laws

Deferred tax adjustments arising in previous periods

TOTAL DEFERRED TAX

TAXATION ON (LOSS)/PROFIT ON ORDINARY ACTIVITIES

FACTORS AFFECTING TAXATION FOR THE PERIOD

52 weeks 36 weeks
ended ended
30 April | May
2017 2016
£000 £000

26 -
- (17)
26 (17)
(229) (79)
(¢)) (28)
(94) 26
(332) (81)
(306) (98)

The tax assessed for the period is lower than (2016 -lower than) the standard rate of corporation tax in the UK

of 19.9% (2016 -20.0%). The differences are explained below:

(Loss)/profit on ordinary activities before tax

(Loss)/profit on ordinary activities multiplied by standard rate of corporation tax
in the UK of 19.9% (2016 - 20.0%)

EFFECTS OF:

Expenses not deductible for tax purposes
Adjustments to tax charge in respect of prior periods
Group relief for nil consideration

Effects of tax rates and laws

Movement in deferred tax asset not recognised

TOTAL TAXATION FOR THE PERIOD

52 weeks 36 weeks
ended ended
30 April | May
2017 2016
£000 £000
(3,905) 735
(777) 147
190 (12)
(94) 9

- (32)

® )

384 (205)
(306) (98)
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

TAXATION (CONTINUED)

FACTORS THAT MAY AFFECT FUTURE TAX CHARGES

The Finance Act (No.2) Act 2015 reduced the rate of corporation tax from 20% to 19% from | April 2017 and the
Finance Act 2016 further reduced the rate to 17% from | April 2020. Both these rate reductions were
substantively enacted at the balance sheet date and are therefore included in these accounts.

EXCEPTIONAL ITEMS
52 weeks 36 weeks
ended ended
30 April | May
2017 2016
£000 £000
Included within exceptional administrative expenses:
Impairment of tangible fixed assets 2,596 : -
Property provisions 1,320 -
Loss on disposal of fixed assets 240 -

4,156 -
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

TANGIBLE FIXED ASSETS

Fixtures,
Land and fittings and
buildings equipment Total
£000 £000 £000
COST OR VALUATION
At 2 May 2016 (as previously stated) 13,178 5,353 18,531
Prior Year Adjustment : 1,690 - 1,690
At 2 May 2016 (as restated) , 14,868 5,353 20,221
Additions 95 212 307
Disposals (130) (175) (305)
At 30 April 2017 14,833 5,390 20,223
DEPRECIATION
At 2 May 2016 35 164 199
Charge for the 52 weeks on owned assets 52 1,433 1,485
Disposals ) (66) (67)
Impairment charge 2,596 - 2,596
At 30 April 2017 2,682 1,531 4,213
NET BOOK VALUE
At 30 April 2017 12,151 3,859 16,010
At | May 2016 (as restated) , 14,833 5,189 20,022
The net book value of land and buildings may be further analysed as follows:
30 April | May
2017 2016
£000 £000
Freehold property 10,279 12,971
Long leasehold property 1,872 1,862

12,151 14,833

Following a review of net book value (NBV) of tangible fixed assets it was identified that the addition of a freehold
building had not been accounted for in the prior period (see note 18).
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10.

SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

TANGIBLE FIXED ASSETS (continued)
IMPAIRMENT

During the period £2,596,000 of impairment losses (2016: £nil) were recognised in profit and loss as exceptional
administrative expenses. There were no reversals of previously recognised impairment losses (2016: £nil).

The company considers that each of its individual pubs is a cash generating unit (CGU). Each CGU is reviewed
annually for indicators of impairment. When indicators of impairment are identified the carrying value of the CGU
is compared to its recoverable amount. The recoverable amount is the higher of the CGU's fair value less costs of
disposal and its value-in-use.

The company estimates value-in-use using a discounted cash flow model. The key assumptions used are the
discount rate applied to cash flow projections of 8.65% (2016: 8.65%) and the projected cash flows extrapolated
using an average growth rate of 1.75% (2016: 1.75%) which is below the long-term average growth rate for the
industry and reflects trends in trading performance. Cash flow projections relating to individual CGUs have been
made based on historic trends adjusted for management's estimates of medium term trading prospects.

Estimates of fair value less costs of disposal are based on valuations undertaken by in-house property experts. The
valuation considers assumptions such as current, and future projected income levels, which take account of the
location and quality of the pub.-In addition recent market transactions in the sector and potential alternative use
values have been considered.

The valuation techniques applied are consistent with the principles in IFRS 13 Fair Value Measurement. As they use
significant unobservable inputs they are classified within Level 3 of the fair value hierarchy.

The impairment charge recognised in relation to a relatively small number of pubs was driven by changes in the
local competitive and trading environment at their respective sites, and decisions taken to exit some sites where

. current market values are lower than book values.

SENSITIVITIES TO CHANGE IN ASSUMPTIONS

The level of impairment is predominantly dependent upon judgments used in arriving at fair values, future growth
rates and the discount rate applied to cash flow projections. The impact on the impairment charge of applying
different assumptions to fair values, the growth rates used to calculate cash flow projections and in the pre-tax
discount rates would be as follows:

30 April I May
2017 2016
£000 £000
Increased impairment resulting from a 10% reduction in fair value less cost of
disposal 405 -
Increased impairment resulting from a 1% increase in discount rate 127 ‘ -
Increased impairment resulting from a |% reduction in growth rate 127 -
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

DEBTORS
30 April
2017
£000
~ DUE AFTER MORE THAN ONE YEAR
Deferred tax asset 157
30 April
2017
£000
DUE WITHIN ONE YEAR

Amounts owed by group undertakings 3,133

I May
2016
£000

| May
2016
£000

1,386

Amounts owed by group undertakings are unsecured, bear no interest, have no fixed date of repayment and are

repayable on demand.

CASH AT BANK AND IN HAND

30 April | May

2017 2016

£000 £000

Cash at bank and in hand 289 388

CREDITORS: Amounts falling due within one year

As restated

30 April I May

2017 2016

£000 £000

Amounts owed to ~g'roup undertakings 20,938 20,717
Corporation tax payable 26 -

20,964 20,717

Amounts owed to group undertakings are unsecured, bear no interest, have no fixed date of repayment and are

repayable on demand.
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SPIRIT PUB COMPANY (DERWENT) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

4. DEFERRED TAXATION

30 April | May

2017 2016
£000 £000
At beginning of year (174) (255)
Charged to profit or loss 331 8l
At end of year 157 (174)
The deferred taxation balance is made up as follows:
30 April | May
2017 2016
£000 £000
Accelerated capital allowances . 157 (149)
Rolled over gains and property revaluation - (25)
157 (174)
COMPRISING:
Asset - due after one year ' . 157 -

Liability . (174)

A deferred tax asset exists in relation to the licensed estate. As this deferred tax asset represents an inherent
capital loss it has not been recognised.

I5. OTHER PROVISIONS

Property
leases
£000

Charged to profit or loss 1,320

AT 30 APRIL 2017 1,320

Property leases

The provision for property leases has been set up to cover operating costs of vacant or loss making premises. The
provision covers the expected shortfall between operating income and rents payable for a period of five years
for trading properties and ten years for non trading properties, being the estimated period to mitigate the losses.
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SPIRIT PUB COMPANY (DERWENT) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017

CALLED UP SHARE CAPITAL

30 April | May
2017 2016
£ £
Shares classified as equity
Allotted, called up and fully paid

| Ordinary share of £1 i |

RESERVES
Profit and loss account

Profit and loss account reserve represents accumulated retained earnings.

PRIOR PERIOD ADJUSTMENT

Following a review of net book value (NBV) of tangible fixed assets it was identified that the addition of a freehold
building had not been accounted for in the prior period.

The effect of this error was to understate the NBV of tangible fixed assets by £1,690,000.

Note 10 shows that the error has been corrected through a prior period adjustment to opening balances as at |
May 2016 comprising an increase in NBV of land and buildings of £1,690,000.

There is no reserves impact as a result of this adjustment due to the date of the acquisition of the building nor is
there a tax impact.

As
previously Effect of the
reported restatement As restated

£000 £000 £000
Tangible fixed assets 18,332 1,690 20,022
Creditors: amounts falling due within one year (19,027) (1,6%90) (20,717)
Net assets 905 - 905
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SPIRIT PUB COMPANY (DERWENT) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the 52 weeks ended 30 April 2017
COMMITMENTS UNDER OPERATING LEASES

At the balance sheet date the company had future minimum lease payments under non-cancellable operating
leases as follows:

30 April | May

2017 2016

£000 £000

Not later than | year 148 148
Later than | year and not later than 5 years ) 592 592
Later than 5 years 2,803 2,951

3,543 3,691

RELATED PARTY TRANSACTIONS

During the period the company entered into transactions, in the ordinary course of business, with other related
parties. The company has taken advantage of the exemption under paragraph 8(k) of FRS 101 not to disclose
transactions with related parties that are wholly owned subsidiaries of the Greene King plc group. Amounts
shown as owed to and by group subsidiaries are all held with fellow group undertakings. There were no
transactions entered into during the financial year or trading balances outstanding at the balance sheet date with
other related parties.

POST BALANCE SH'EET.EVENTS

On 18 September 2017 the company sold all of its tangible fixed assets to Greene King Brewing and Retailing
Limited, a fellow undertaking for a total consideration of £19,963,468.

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

At the balance sheet date, the directors consider the immediate parent undertaking and immediate controlling
party of Spirit Pub Company (Derwent) Limited to be Spirit Pub Company (SGE) Limited, a company
incorporated in England and Wales.

The ultimate parent undertaking and ultimate controlling party is Greene King plc, a company registered in
England and WVales.

Greene King Plc is the smallest and largest group which includes the results of the company and for which group
financial statements are prepared. Copies of its group financial statements are available from Westgate Brewery,
Bury St Edmunds, Suffolk, IP33 1 QT.
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