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AB INBEV UK LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

Review of business

In 2017, we saw revenue growth of 15.35% thereby delivering a total turnover of £1.501bn Own beer volumes
grew by 5.4% which was driven by great performance of our global brands, further enhanced by our revenue
management and premiumisation initiatives in both on-irade and off-trade.

Qur organic EBITDA grew by 7% as a result of strong revenue delivery and optimizing the returns on our sales
and marketing initiatives. We continued to invest heavily behind our brands and customers and increased our
sales investment in the on-trade to increase our presence in this space.

Our global brands continued to deliver strong results. Stella Artois retained its position as the number 1 alcohol
brand in UK and continued growing revenue per Hecto Litre by 7.2%. Stella Artois continued to support the “Buy
a Lady a Drink" campaign together with water.org, -thereby providing increased water quality and availability for
people in high water-stressed communities. Budweiser grew total revenue by 8% and continues to expand its
market presence through sports and music. The brand also expanded in the None alcoholic and Low alcoholic
segment with the launch of "Bud Prohibition" in December 2017 ahead of "Dry January" in 2018. This launch fits
well within our global dream of having 20% of our volume generated through none alcoholic and low alcoholic
brands by 2025. Our growth on Corona stays phenomenal with a 25% increase in revenue largely driven by
increased distribution. We also announced a partnership between Corona and Parley with a strong pledge to
make 100 istands plastic free by 2020 and we keep putting in resources to ensure 100% of our packaging
materigls are recyclable.

Bud Light was launched in the UK market in 2017. The brand exceeded our expectations and performed well
with close 10 1% market share when analysed by volume performance. Bud Light continues to increase its
penetration and repeat rate amongst its’ target audience and wth our plans to expand into botile pack formats in
2018, we expect to keep building momentum.

Principal activities and future developments

Our core activities wilf continue to focus on brewing the best beers for our consumers. We want to continue to
lead the premium and super-premium beer category in the UK, thereby using our brands to bring consumers
closer together and provide them with greatl experiences. We will also continue to focus on a cost-efficient
business model, where we plan wisely to achieve above market-average relurns and use value-engineering to
optimize our manufacturing cost base. All of this will happen through strong relationships which we are building
with our customers to ensure long-term sustainability in the UK marketplace.

Forward looking, the main area of opportunity for us remains the on-trade market as we are underperforming in
this sales channel. In order to ‘grow our on-trade share, we will continue to focus on urban centres, strong
wholesaler distribution models and premium points of contact where we can build consumer experiences. As
- part of our wider company strategy, we wilt also continue to !everage our none alcoholic and low alcohalic
brands & craft portfolios in both on-trade and off-trade as both segments continue to grow.
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AB INBEV UK LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Financial key performance indicators

The Company's Directors use the following KPI's to measure the periormance of the business:

2017 2016
Market Share ‘ . 20% 18%
Sales Volumes 8,633 KHL 8,064 KHL
Revenue Growth . ‘ 15.35% 4.81%
EBITDA Growth ’ 31.10% 10.40%

For 2018, the shipment beer market share for the Company is targeted at 20 3% (2016: 19. 6%) with key
drivers being our global brands, Bud Light and our expanding craft segment.

Sales volume is targeted at 9.149 MHL (2076: 8.917 MHL) with the same key drivers as the market
share. We are choosing not to dlsc!ose the targets we are setting on revenue and EBITDA growth for
2018.

Principal risks and uncertainties

The management of the business and the execution of the Company's strategy are subject to a number of risks.

The key business risks and uncertainties affecting the Company are considered to relate to increasing
commodity costs which increases production costs. These are monitored regularly by the Board of Directors
and management of the Company.

Brexit associated risk :
We continue to develop our risk planning around Brexit and continue to seek clarity on the transition process.

We are assessing the related risk factors on an ongaing basis to understand the polential impact on the
business.

Credit rssk
No material exposure is conSIdered to exist in respect of intercompany loans or third parly debt. The Company
. has implemented policies that require appropriate credit checks on potential customers before sales are made

and the Company monitors the exposure to individual customers on an ongoing basis. The Company trades
with large, well known businesses. :

Interest rate risk
The Company has both interest bearing intercompany assets and interest bearing intercompany liabilities. No
material exposure is therefore considered to exist with regard to changes in interest rates. ~

Foreign currency risk

Purchases of goods and services from overseas group underlakings are denominated in foreign currencies with
the Company assuming the foreign currency risk. The Group treasury function takes out contracts to manage
this risk at the group level with the use of financial derivatives governed by the Ultimate Parent Company's
policies approved by its board of directors. The Company does not use any forengn éxchange derivatives for
speculative purposes
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ABINBEV UK LIMITED

‘

STRATEGIC REPORT (CONTINUED) _
FOR THE YEAR ENDED 31 DECEMBER 2017

Going concern

Anheuser-Busch InBev NVISA, the ultimale parent company of AB InBev UK Limited has provided the
Company with an undertaking that for at least twelve months from the date .of approval of these financial
statements, it will continue t6 make available such funds as are needed by the Company to enable the
Company to continue in operational existence for the foreseeable future. As with any Company placing reliance
on other group entities for financial support. the Directors acknowledge that thiere can be no certainty that the
“support will continue, although, at the date of approval of these financial statements, they have no reason to
believe that it will not do sa. The Directors therefore deem it appropriate to prepare the financial statements on a
going concern basis. *

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

Tanén
Diréctor™

Date: \=-
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AB INBEV UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

The Directors present their annual report and the audited finaricial statements for the year ended 31 December
2017.

Results and dividends

The profitfor the year, after taxation, amounted to £22,032,000 (2016 - loss £2,595,000).
The Directors do not recommend the payment of a dividen;:l (2016: £nil).

Directors

The Directors who served during the year and up to the dale of signing were:

Nicholas Robinson (resigned 21 June 2017)

Pedro Mirant-Borde (resigned 12 January 2017)

Anna Tolley (resigned 3 April 2018)

Jason Warner

Giuseppe Cremona (resigned 31 August 2017)
. Claire Richardson

Nicolas Bartholomeeusen

Jens Hoffman (appointed 12-January 2017)

James Rowe (appointed 1 August 2017)

Rory Mclelian (appointed 6 September 2017)

Tatiana Stadukhina (appointed 20 November 2017)

Paul Maguire (appointed 29 January 2018)

Andrew Whiting (appointed 3 April 2018)

Taner Su (appointed 20 April 2018)

Employee and employment policies

In order to aftract and retain the best people, the Company continually looks for effective ways to reward its
employees. It offers a wide range of flexible benefits, including healthcare and pension plans. The Company is
committed to increasing employee involvement and believes that effective two way communication between the
Compariy and its employees brings real business benefits. Employees have opportunities to express their views
at meetings with management and through regular employee opinion surveys. These surveys are then reviewed
and turned into engagement actions, to which management strive to improve results annually.

On a regular basis, employees are made aware of the financial performance of their business units and of the
Company as a whole, via in-house newsletters, emails and calfs. .

Employee safety

The Company makes every efforl, in conjunction with employees, suppliers, environmental heaith offices and
the applicable regulators to provide a safe working environment for all its employees. The Company believes
that a safe environment improves morale and motivation and enhances customer relations.

Equal opportunities

The Company is committed to the principle thal the sole criterion for the selection or promotion is the suitability
of an applicant for the job. Training and development are available to all levels and categories of staff. Disabled
people are offered the same opportunities as all others in respect of recruitment, training, promaotion and career
development. Employees who become disabled will be retained, wherever possible. and, if necessary, retrained.
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AB INBEV UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Research and development

By means of its research and development activilies, the Company seeks to develop and apply new technology
and.products to enable the Company to meets its strategic objectives faster, more efficiently and at lower cost.
New technology and products are vital to the creation of sustainable competitive advantage. This is achieved by
investing in carbon print reducing technology, energy saving equipment and packagmg improvements that helps
mcrease product shelf life.

Deeds of indemnity

As at the date of this report and during the year, indemnities are in force under which AB InBev S.A, a fellow AB -
InBev group company, has agreed to indemnify the Directors of the Company. to the extent permitted by law
and the Company's Articles of Association, in respect of all losses arisin'g out of, or in connection with,-the
execution of their powers, duties and responsibilities, as Directors of the Company. These indemnities meet the
definition of a qualifying third party indemnity provision.

Matters covered in the strategic report

The business review, future developments, financial risk'management, principal risks and uncentainties and key
performance indicators are covered in the strategic report on pages 1 to 3.

Disclosure of information to auditor
Each of the persons who are Directors at the time when this Direclors' Report is approved has confirmed that:

o so far as the Director is aware, there is no relevant audit mformahon of which the Companys 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.

Post balance sheet events

There have been no signiﬁcanl‘events affecting the Company since the year end.

Independgnt auditor

In accordance with section 487(2) of the Companies Act, 2006 the Auditor, Deloitte LLP will continue in office.

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

T:_aner SL\A

- Director

Date: 1o -1 . 2end :
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AB INBEV UK LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 20617

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

Company law requires the directors to prepare financial statements for éach financial year. Under that law the
directors have elected to prepare the financial stalements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable taw), including FRS 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 policiés and then apply them consistently;

. make judgments and accounting 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 basis unless it is inappropriate 10 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 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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AB INBEV UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF AB INBEV UK LIMITED

Report on the audit'of the financial statements
Qpinion
In our opinion the financial statements of AB Inbev UK Limited (the ‘company').

. give a true and fair view of the state of the company s affairs as at 31 December 2017 and of its .

profit for the year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice, including “Financial Reporting Standard 101 Reduced Disclosure Framework™; and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

the statement of comprehensive income;
the balance sheet; '

. the statementi of changes in equity;

. the related notes 1 to 30.

The financial reporting framework that has been appliéd in their preparation is applicable faw and United
Kingdom Accounting Standards, including “Financial Reporting Standard 101 Reduced Disclosure
Framework’ (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK). (iISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the Financial Reporting Council's (the 'FRC’s’)
Ethical Standard, and we have fulfilied our other ethical responsibilities in accordance with these
requirements, We believe that the audit evidence we have obtained is =uff|<:|enl and appropriate to
provide a basis for our opinion. -

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

. the directors' use of the gomg concern basis of accountmg in preparation of the financial
statements is not appropriate; or .

. the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’s abihty to continue to adopl the going concern
basis of accounting for a period of at least twelve months from the date when the funancual
statements are authorised for issue.

- . We have nothing to report in respect of these matters.
Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor's report thereon. Our
opinion on the financial statements does not cover the other information and, except o the extent
othenvise explicitly stated in our report, we do not express any farm of assurance conclusion thereon,

Page 7



AB INBEV UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF AB INBEV UK LIMITED (CONTINU

ED)

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information. we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the.

preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessiing the company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditor’'s responsibilities for the audit of the financial statements

Qur objectives are to oblain reasonable assurance about whether the financial statemnents as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
FRGC's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
report.

Report on other legal and regulatory requirements

Opinions on other matters prescribed hy the Companies Act 2006

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

. the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

. the strategic report and the directors' report have been prepared in accordance with applicable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the

course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report. . ’
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AB INBEV UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF AB INBEV UK LIMITED (CONTINUED)

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our
opinion: k

. 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 éxplanations we require for our audit.

We have nothing to report in respect of these matters. '
Use of our report

This report is made solely to the company's members, as a bady, 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.”

Craig Wisdom

Senior Statutory Auditor

for and on behalf of Deloitte LLP
Statutory Auditor

St. Albans, United Kingdom

Date; \«o> P L LA 7/3\‘{
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ABINBEV UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover
Cost of sales

Gross profit E

Distribution costs
Administrative expenses

Operating profit

Interest receivable and similar income
Interest payable and similar charges

Profit/{loss) before tax

Tax

Profit/(loss) for the year

Other comprehensive incbmel(loss) for the year:

items that will not be reclassified subsequently to profit or loss:

Remeasurement gains/{losses) on defined benefit pension plan
Tax on items relating to components of other comprehensive

income/(ioss)

Total other comprehensive income/(ioss) for the year

Total comprehensive incomel(loss) for the year

The notes on pages 13 to 41 form part of these financial statements.

Note

10

1

24

20

2017 2016
£000 £000
1501.928 1,302,007
(1,137,115)  (963,931)
364,813 338,076
(67.610) (63.311)
(263.340)  (265,639)
33,863 9,126
23.582 26,253
(32,287) (37.049)
75.158 (1.670)
(3.126) (925)
22,032 (2,595)
42,191 (194,963)
(7.172) © 33,147
35,019 (161.816)
57.051 (164,411)
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. AB INBEV UK LIMITED
REGISTERED NUMBER: 03982132

BALANCE SHEET
AS AT 31 DECEMBER 2017

2017 2016

Note £000 - £000

Fixed assets ‘ '
Goodwil - 2 48,814 48.814
Intangible assets 13 3,341 . 4,407
Tangible assets 14 178.128 180,331
investments 15 . 200 157

S 230,483 233,709
Current assets - )
Stocks ' . 16 48,285 57,008
Debtors: amounts falling due after more than one year 17 78,098 88,397
Debtors: amounts falling due within one year 17 501,668 i.106,558

628,051 1,251,963

Creditors: amounts falling due vithin one year 18  (446,839) (1,047,231)
Net curient assets : » 181,212 116,355
Total assets less currenf liabilities . 4?1,695 438.441
Provisions for liabilities
Other provisions 21 (3.068) (7,567)
Net assets excluding pension liability 408,627 430,874
Defined benefil pension plan deficit. A 24 (297,475) . T (377,199)
Net assets . " ‘ : 111,152 53.675
Capital and reserves
Called up share capital 22 858,140 858,140
Profit and loss account . 26 (746.988) (804.465)
Total equity ‘ 111,162 53675

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

)~ .

: Ve a s, 2 e
Date: .
The notes on pages 13 to 41 form part of these financial statements.
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AB INBEV UK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Calted up Profit and
share capital loss account Total equity

v £000 £000° £000
- At1 January 2016 . 858,140 (640,364) 217,776.
Comprehensive loss for the year
Loss for the year . - (2.585) (2,595)
" Remeasurement losses on defined benefil pension plan (note 24) - (194,963) (194,963)
Tax on items relating to components of other comprehensive o
income (note 20) : - 33,147 T 33,147
Other comprehensive loss for the year ' - (161.816) (161,816)
Total comprehensive loss for the year o - (164.411) ' (164,411)
Share based payments (note 23) . - 310 310
Total transactions with owners . . - 310 ©310
At 31 December 2016 : 858,140 (804,465) 53,675
Comprehensive income for the year v
Profit for the year . - 22,032 22,032
" Remeasurement gains on deﬁnéd benefit pension plan (note 24) - 42,191 42,191
Tax on items relating to components of other comprehensive
income (note 20) . - (7.172) (7.172)
Other comprehensive income for the year - . 35,019 35,019
Total comprehensive income for the year | B 57,051 57,051
Share based payments (note 23) ' - 426 ' 426
Total transactions with owners ’ . 426 426
At 31 December 2017 ' 858,140 (746.988) 111,152

The notes on pages 13 to 41 form part of these financial statements.
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. ABINBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
*FOR THE YEAR ENDED 31 DECEMBER 2017

General information

AB InBev UK Limited is a private companyllimitéd by shares incorporated and registered in England and
Wales under the Companies Act 2006. The address of the registered office is given on the Company

information page. The nature of the Company's operations and its principal activities are brewing,
distributing and importing beer.

Accounting policies

21

2.2

Basis of preparation of financial stateménts

The Financial Statements have been prepared, on a going concern basis under the historical cost
convention, and in accordance with Financial Reporting Standard 101 ‘Reduced Disclosure

- Framework' and the Companies Act 2006 as applicable to FRS 101.

These financial statements are presented in GBP because that is the currency of the primary
economic environment in which the company operates.

A rounding level of £000 has been applied to these financial statements.
Accounting policies have been applied consistently over the financial year.

The preparatior'\\ of financial statements in compliance with FRS 101 requires the use of certain

critical accounting estimates. 1t also requires management 1o exercise judgement in applying the
Company s accounting policies (see note 3).

The Company is a wholly owned subsidiary of Nimbuspath Limiled and is included in the
consolidated financial statements of Anheuser-Busch InBev NV/SA which are publicly available.
Consequently, the Company has-taken advantage of the exemption from preparing consolidated
financial statements under the terms of section 400 of the Companies Act 2006. These financial
statements are separate financial statements.

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

The company has taken advantage of the following disclosure exemplions from the requirements of

IFRS in accordance with FRS 101:
the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment;

+ the requirements of paragraphs 62, B64(d), B64(e ), B64(g), B64(h), B64(j) to B64(m), B€4(n)(n)
B64(o)(ii), B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations;

+ the requirements of IFRS 7 Financial Instruments: Disclosures;

+ the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement ;

- the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present
comparative information in respect of:
- paragraph 79(a)(iv) of {AS 1;
- paragraph 73(e) of IAS 16 Property. Plant and Equipment;
- paragraph 118(e) of |AS 38 Intangible Assets;.

« the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 408, 40C, 400D, 111
and 134-136 of IAS 1 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 of IAS 24 Related Party Dlsclosures
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2,

Accounting policies (continued)

2.2

2.3

2.4

2.5

Financial reporting standard 101 - reduced disclosure exemptions (continued)

+ 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; and

-« the requwements of paragraphs 134(d) 134(f) and 135(c)-135(e) of IAS 36 Impairment of
Assets.’

-Consolidated financial statements can be obtained from Anheuser Busch InBev NV/SA Grand Place

1, Brussels, Belgium,

Turnover

Turnover represents sales to third parties and fellow group companies and is the invoiced amounts '
for goods sold during the year stated net of value added tax and deductions allowed. Sales to fellow
group companies are recorded on an arm's length basis. Turnover is recoghised when title transfers
on shipment of the goods.

Intangible fixed-assets

Licences and delivery rights purchased by the Company are amortised to nil by equal annual
instalments over their useful economic lives.

Amortisation is provided on the following bases:

Licences - 4 years being the duration of the Licences
Delivery rights - 4 years being the duration of the Delivery rights
Goodwill

Goodwill represents the excess of the cost of a business combination over the total acquisition date
fair value of the identifiable assets, liabilities and contingent liabilities acquired.

Cost comprises the fair value of assets given, liabilities assumed and equity instruments issued.

When a business combination agreement provides for an adjustment to the cost of the combination
which is contingent on future events, the company includes the estimated amount of that adjustment
in the cost of the combination at the acquisition date if the adjustment is probably and can be
measured reliably. However, if the potential adjustment is not recognised at the acquisition-date but
subsequently becomes probable and can be measured reliably, the additional consideration shall be
treated as an adjustment to the cost of the combination. Changes in the estimated .value of
contingent consideration arising on business combinations completed as a consequence result in a
change in the carrying value of the related goodwill.

Goodwill is capitalised as an intangible asset and is not amortised. Instead it is reviewed annuaily for
impairment with any impairment in carrying value being charged to profit or loss.

Goodwill is an indefinite life asset.
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ABINBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2,

Accounting policies {continued)

2.6 Tangible fixed assets

2.7

2.8

2.9

Tangible fixe. assets under the cost model are stated al 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 the statemerit of comprehensive income during the period in whuch
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.

Depreciation is provided on the following basis:

Land and buildings - 15 1o 30 years (6.67% to 3.33% per annum)

Plant and machinery - 3 to 30 years (33.33% to 3.33% per annum)
Fixtures, fittings, tools and - 10 to 30 years (10% to 3.33% per annum)
equlipment

The assets' residual values, useful lives and depreciaiion methods are reviewed, and ad]usted
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 in the statement of comprehensive income.

Assets under construction are not depreciated until they are ready for use, when they are transferred
to the relevant asset class and depreciated over their useful economic life.

Operating leases

Rentals paid under operating leases are charged to the statement of comprehens:ve income on a
straight line hasis over the period of the lease.

Investments-

Shares in fellow AB'InBev group companies are stated at cost less any provision for impairment.

-Stocks

Stocks are stated at the lower of cost and net realisable value. In delermining the cost of raw
materials, consumables and goods purchased for resale, the weighted average purchase price is
used. For work in progress and finished goods cost is takén as- production cost. A provision is
recognised for slow moving and obsolete stock. .
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2, Acécounting policies {continued)
2.10 Debtors

Debtors are measured at transaction price, less any impairment. Loans receivable are measured
initially at fair value, net of transaction costs, and are measured subsequently at amortised cost
using the effective interest method, less any impairment.

2.11 Financial instruments

~ The Company recognises financial instruments when it becomes a party to the contractual

" arrangements of the instrument. Financial instruments are de-recognised when they are discharged
or when the contractual terms expire. The Company's accounting policies in respect of ﬁnancual
instruments transactaons are explained below:

Financial assets
The Company classifies all of its financial assets as loans and receivables.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are initially recognised at fair value plus transaction costs
that are directly attributable to their acquisition or issue, and are subsequently carried at amortised
cost using the effective interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the
Company will be unable to collect all of the amounts due under the terms receivable, the amount of
such a provision being the difference between the net carrying amount and the present value of the
future expected cash flows associated with the impaired receivable.

Financial liabilities
The Company classifies all of its financial liabilities as liabilities at amortised cost.

At amortised cost

Financial liabilities at amortised cost are initially recognised at fair value net of any transaction cosis
directly attributable to the issue of the instrument. Such interest bearing liabilities are subsequently
measured at amortised cost using the effective interest rate method, which ensures that any interest
expense over the period to repayment is at a constant rate on the balance of the liability carried mto )
the Balance Sheet.

2.12 Creditors

Creditors are obligations to pay for goods or services that have heen acquired in the ordinary course
of business from suppliers.

Creditors are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method

2.13 Foreign currency translation

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated using
the rate of exchange ruling at the balance sheet date. All differences are taken to the statement of -
comprehensive income.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2,

Accounting policies (continued)

2.14 Interest payable and similar charges

Interest payable and similar charges are charged to the statement of comprehensive income over
the term of the debt using the effective inlerest method so that the amount charged is at a constant
rate on the carrying amount. Issue costs are initially recognised as a reduction in the proceeds of the
associated capital instrument. |

2.15 Share based payments

~ Where the Company’s parent Company has granted rights to its equity instruments lo\‘emp!oyees of

the Company, such arrangements are accounted for as equity-settled share-based payment
arrangements. In such instances a capital contribution is recognised to the extent that the Company
is not recharged by its parent. All the company share-based payment plans are equity-settied.

Equity-settled share-based payments to employees and others providing similar services "are
measured at the fair value of the equity instruments at the grant date. The fair value excludes the
effect of non-market-based vesting conditions.

The fair value determined at the grant date of the equity-settled share-based payments is expensed
on a siraight-line basis over the vesting period, based on the Company's estimate of equity
instruments that will eventually vest. At each balance sheet date, the Company revises its estimate
of the number of equily instruments expected to vest as a result of the effect of non-market-based
vesting conditions. The impact of the revision of the original estimates, if any, is recognised in profit

- or loss such that the cumulative expense reflects the revised estimate, with a corresponding

adjustment to equity reserves.

2.16 Pensions

The Company operales a defined contribution pension scheme and three defined benefit pension
schemes providing benefits based on final pensionable pay.

Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution planis a.
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid, the Company has no further payment obligations.

The contributions are recognised as an expense in the statement of comprehensive income when
they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets

. of the plan are held separately from the Company in independently administered funds.

Defined benefit pension plan

The Company operates three defined benefit plans for certain employees. A defined benefit plan
defines the pension benefil that the employee will receive on retirement, usually dependent upon
several factors including but not limited to age, length of service.and remuneration. A defined beneﬁ
plan is a pension plan that is not a defined contribution plan.

The liability recognised in the Balance Sheet in respect of the defined benefit plans is the present
value of the defined benefit obligation at the end of the balance sheet date less the fair value of plan
assets at the balance sheet date (if any) out of which the obligations are to be settled.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2. Accounting policies (continued)

2.16 Pensions (continued) '
Defined benefit pension plan’(continued)

The fair value of plan assets is measured in accordance with the FRS 101 fair value hierarchy and in
accordance with the Company’s policy for similarly held assets. This includes the use of appropriate
valuation techniques.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to other comprehensive income.

The cost of the defined benefit plans is recognised in the statement of comprehensive income as
employee costs, except where included in the cost of an asset, this comprises:

a) the increase in net pension benefit liability arising from employee service during the penod and

b) the cost of plan mtroducuons benefit changes curtaliments and settlements.

The interest income and expense is calculated by applying the discount rate to the defined benefit
obligation and the fair value of plan assets. The interest expense is recognised in the statement of
comprehensive income as 'Interes! payable and similar charges' and the interest income is

recognised in the statement of comprehensive income as 'Interest receivable and similar income'.

2.17 Interest receivable and similar income

Interest income is recognised in the statement of comprehensive income using the effective interest
method.

2.18 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
ohligation 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 statement of comprehensive-income 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 seftle 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.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2. Actounting policies (continued)
2.19 Taxation

The tax expense for the year 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 équity is also
recognised in other comprehensive income or directly in equity respectively.

The current income lax 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 batances are recogmsed 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 ag’ainst 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 baldnces are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differerices between the fair values
of assets acquired and the future tax deduictions 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.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Judgements in applying accounting policies and key sources of estimation uncertainty

In the application of the Company's accounting policies which are described in note 2, the Directors are
" required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered (o be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accdunting
estimates are recognised 'in the period in which the estimate is revised if the revision affects only that
year or in the year of the revision and future periods if the revision affects both current and future years.
Critical judgements in applying the Company's accounting policies

" There were no critical judgements in applying the Company's accounting policies.
Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the
balance, sheet date, that have a significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are discussed below.

Defined benefit pension schemes

" The Company's liability to the pension schemes is dependent on the life expectancy estimations in
relation to both current and former employees, the discount and inflation rates used in the actuarial
modelling, future pension increases and asset valuation. The scheme's liability is estimated by an
independent actuary and calculated using industry standard models. The Defined benefit pension plan's
deficit is £297,475,000 (2016: 377.199.000). See note_24 for further information including sensitivity
analysis. .

Goodwill

Determining whether the Company's Goodwill has been impaired requires key assumptions and
estimations to establish the Goodwill's value in use. The value in use calculations require the entity to
- estimate discount rates, growth rates and expected cash flows. Discount rates are estimated using pre-
tax rates that reflect current market assessment of the time vaiue of money, growth rates are estimated
using the Company's long-term growth rates and cash flows are estimated using exirapolated financial
budgets approved by management. The carrying amount of Goodwill at the balance sheet date was
£48,814,000 (2016: £48,814.000).
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover

Turnover represents the amounts derived from the provision of goods and services o customers,
including duty, after deducting discounts and rebates, and value added tax. Turnover to third parties by
destination is not materially different from the turnover by-origin. The Company operates in one class of

business, this being the manufacture and distribution of beer.

Analysishof turnover by‘ class of business:

Revenue from sales to third parties
Revenue from sales to related parties

Analysis of turnover by country of destination:

United Kingdom (third party)
Belgium (related party)

italy (related party)

USA (related party)

France (related party)
Germahy (related party)
Canada (related party)

Rest of world (related party)

2017 2016
£000 £000
1.458.099 1,248,037
43,829 53,970
1,501,928 1,302,007
2017 2016
£000 £000
1.458.099 . 1,248.037
39,276 17,778
. 16,405
3,521 12,651
. 4,707
) 1,835

261 .
771 594

1.501,928

1,302,007
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS®
FOR THE YEAR ENDED 31 DECEMBER 2017

= Operating profit

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

2017 2016

. £000 £000

Excise duty paid ' : © 742419 659,339
. Depreciation of tangible fixed assets 35,003 31.972
Amortisation of intangible assets ) .- 2,082 2,379
‘Operating lease renlals - 1and and buildings 1,559 1,423
Operating lease rentals - plant and machinery ‘ 392 728
Operating lease rentals - other assets , ) 4,082 4,245
Staff costs (note 7) ‘ 67.465 56,370
Restructuring charges (note 21) . (290) 1,647
Exchange differences ‘ {6.599) 1,272
Other provisions relating to claims and disputes (note 21) {1,284) 158

Auditor's remuneration

The company paid the following amounts to its audilors i respect of the audit of the Financial Statements
and for other services provided to the Company:

2017 2016

£000 £000
Non-audit fees - -
Fees for the audit of these financial statements ) 96 " 54
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AB INBEV UK LIMITED

. NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

Employees

Staff costs, including Directors' remuneration, were as follows:

1

Wages and salaries
Social security costs
‘Share based payments (note 23}
Other pension costs (note 24) '

2017 2016
£000 £000
56,910 48,695
4.964 4.821
426 310
3,165 2,544
67 465 56,370

Employees participate in an annual bonus scheme, which includes performance measurements for the
Company and economic benchmarks. This encourages employees' involvement in the Company's
performance and.also ensures a common awareness of the financial and econormnic factors that affect the

performance of the Company. Senior management are also entitled to join the share

provided by the ultimate parent company.

- option scheme

The average monthly number of employees, including the Directois, during the year was as follows:

Administration
Manufacturing
Marketing
Sales
Development

2017

2016
No. . Na.
77 79
675 630
50 26
166 292
23 ;
991 1,027
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ABINBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

10.

Directors' remuneration

2017 2016
£000 £000
Directors' emoluments 2,995 3,215

Directors' emoluments includes £178,000 (2076: £800,000) in compensation for loss of office, £521,000
(2016: £56,000) in gains made on the exercise of share options and £43,000 (2076: £58.000) in pension
contributions.

During the year retirement benefits were accruing to 9 Dlrectors (2016: 10} in respect of defined

contribution pension schemes.

The highest paid Director received remuneration of £1,131,000 (2016: £816.000). This figure is inclusive
of £nil (2016: £38,000) of pension contributions, £nil (20716. £445, 000) compensalion for Joss of office
and £311.000 (2016: £nil) of exercised share options.

During the period, 4 (2016: 1) Directors, exercised share options which are held in the ultimate parent
company, Anheuser-Busch InBev NV/SA.

Interest receivable and similar income

2017 2016
£000 £000
Interest receivable from group undertakings 3,123 2,187
Interest receivable on defined benefit pension scheme (note 24) 20,170 24,062
Other interest receivable ) 289 4
23,582 - 26,253

Interest payable and similar charges
2017 2016
£000 £000
Other interest payable ' ' - 14
interest payable to group undertakings 2.881 5.93¢9
Interest payable on defined benefil pension scheme (nate 24) 29,406 31,096
32,287 37,049
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

11,

Tax on profit/{loss)

Corporation tax

Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of liming differences

Changes to tax rates

Adjustment in respéect of prior year

Total deferred tax

Taxation on profit/(iass)

Factors affecting tax charge for the year

2017 2016
£000 £000
- 485
. 485
4.570 128
(184) 1.850
(1,260 (1.538)
3,126 440
3426

925

The tax assessed for the year is higher than (2016: higher lhan) the standard rate of corporation tax in
the UK of 19.25% (2016. 20%). The differences are explained below:

Profit/(loss) before tax

Profit/(loss) mhltiplied by standard rate of corporation tax in the UK of

19.25% (2016: 20%).
Effet:ts of;

Expenses not deductable for tax pLirposes
Depreciation and loss on disposal on non qualifying assets

Share based payments
Prior year current tax
Change in tax rates
Prior year deferred tax

Group relief claimed for nit consideration

Total tax charge for the year

2017

2016
£000 £000
25,158 (1,670)
4,843 (334)
110 77
1,063 720
(147) (312)
. 485
184 "1,827
(1,260) (1,538
{1,667) -
3.126 925
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

11.

12.

Tax on profiv{ioss) (continued)

Factors that may affect future tax charges

At Summer Budget 2015, the government announced legislation setting the Corporation Tax main rate at
18% for the years starting the 1 April 2017, 2018 and 2019 and at 18% for the year starting 1 April 2020.
At Budget 2016, the government announced a further reduction to the Corporation Tax main rate for the
year starting 1 April 2020, setting the rate at 17%. The impact of the announced changes is not expected
to be material.

Goodwill
2017
‘ £000
Cost
At 1 January 2017 : . v 48,814
At 31 December 2017 - 48,814
. At 31 December 2016 | 48814

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units
{CGuUs) or the brands that are expected to benefit from that business combination. :

Goodwill telates to the acquisition of The Whitbread Beer Company assets. An impairment test is carried
out once a year, using value in use calculation, to ensure that the CGU represents the long term position
of the Company. The key assumptions for the value in use calculations are those regarding the discount
rates, growth rates and expected cash flows during the period. Management estimates discount rates
using pre-tax rates that reflect current market assessments of the time value of money and the risks
specific to the brands associated to the CGU. The growth rates are based on long term company growth
rate. itis anticipated that sales volumes related to the brands, paricularly Boddingtons, will increase over
the next few years as the strategy lo re-invest and reinvigorate the brands started in 2017.

4The Company has conducted a sensitivity analysis on the impairment test of the CGU and the brands
- carrying value. A cut in.the growth rate by 1.4% (2016 1.1%) would cause the carrying value of goodwill

to equal its recoverable amounl.

The Company prepares cash flow forecasts derived from the most recent financial budgets approved by
management for the next five years and extrapolates cash flows for 5 years based on an estimated a
declining growth rate. The rate used to discount the forecast cash flows from the goodwill is 6.20% (2016:
5.9%).
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

13.

Intangible assets

Cost
At 1 January 2017
Additions - .

At 31 December 2017

Aimortisation . .-

At 1 January 2017

Charge for the year

. At 31 December 2017

Net book value

At 31 December 2017

Al 31 December 2016

»

All additions relate to.delivery rights acquired during 2017.

Delivery
rights
£000

8,680 .
1,016

9,696

4,273
2,082

6,355

3,341

4,407

All amortisation was charged to administrative expenses in the statement of camprehensive income.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

14.

Tangible fixed assets

Cost

Al 1 January 2017
Additions
Disposals

At 31 December 2017
Depreciation
At January 2017

Charge for the year .
Disposals

At 31 December 2017

.

Net hook value

At 31 December 2017

At 31 Deceinber 2016

Fixtures, -
Freehold fittings,
land and Plant and tools and -
buildings . machinery  equipment Total
£000 £000 £000 £000
98.692 557,825 17,177 673,694
2,261 30,782 202 33,245
- (6.855) (213) (7,068)
100,953 581,752 17,166 699,871
57,747 427,915 7,701 493,363 -
4,560 27,623 2,819 35,002
- (6.409) (213) (6,622)
62,307 449,129 10,307 521,743
38,646 132,623 6,859 178,128 .
40,945 129,910 9,476

180,331

The net book value of fixed assets above includes assets under construction of £4,017 241 (2016:
£8,308,900) as at 31 December 2017. During the year, £4,291 673 (2016: £4.230.000) was released

: from assets under construction.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

16.

Investments
Invéstments
in subsidiary
companies
£000
Cost
At 1 January 2017 ) 1,093
Disposals ' (89)
At 31 December 2017 ‘ 1,004
Provision for impairment
At 1 January 2017 o ) ’ 936
Written back (customer loan write off) . (132)
At 31 December 2017 ) E . 804
Net book value
At 31 December 2017 : } 200
At 31 December 2016 . ) 157

Subsidiary undertakings
The following were subsidiary undertakings of the Company: .

Name Class of shares Holding Principal activity

Lowenbrau Limited Ordinary 100 % Dormant

The Directors believe thal the carrying value of the investments is supported by its underlying net assets.

The subsidiariy‘ undertaking has the same registeréd office and principal place of business as AB InBev
UK Limited.

AB InBev UK Limited holds 100%-of the Voting rights in the subsidiary.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

16.

17,

Stocks

Raw materials and consumables
Work in progress {(goods to be sold)
Finished goods and goods for resale

Stock write-downs recognised as an expense in the period amounted to £3,505,986 (2016

Debtors

Amounts falling due after more than one year

Deferred tax asset

Amounts falling due within one year

Trade debtors .
Amounts owed by group undertakings

Other debtors )

Prepayments and accrued income

\

2017 2016
£000 £000
7.876 7.247
5,958 6.682
34.451 43.079
48,285 157.008
: £8.042.000)
2017 2016
£000 £000
178,098 88,397
2017 2016
£000 £000
230,570 189,603
2_57_.802 907,608
4,694 7.938
8,602 1,409
501,668  1.106,558

Amounts owed by group undertakings inciude £205,198,000 (2076: £867,474,000) owed by Nimbuspath
Limited, which is unsecured. Of this amount £205,198,000 (2016: £255,674,000} is subject to interest at a

rale of LIBOR + 0.7% with the remaining £nil (2076; £6711,801,000} not being interest bearing.

All other amounts due from group undertakings are unsecured, non-interest bearing and have no fixed

repayment date.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

18.

Creditors: amounts falling due within one year

.

" 2017 2016
' . -£000 £000
Trade creditors : 218,248 162,161
Amounts owed to group undertakings , : 29,029 715,094
Other taxation and sacial security ST A 127,256 111.600
Other creditors ' 3 -
Accruals and deferred income , o 72,303 58,376
446,839 1,047,231

Limited, which is unsecured and subject to interest at a rate of Libor + 1%.

" Amounts owed to group undertakings include £nil (2016: £52,257, 000) due to Bass Beers Worldwnde

Amounts owed by group undertakings include £nil (2016: £586,819,000) owed to Cobrew SA, which is

unsecured and subject to interest at a rate of 0.25%.

All other amounts due to group undertakmgs are unsecured, non-interest bearing and have no fixed

repayment date.
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AB INBEV UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

19.  Financial instruments

2017 2016
) £000 £000
Financial assets
Debt instruments meésured at amortised cost
- Trade and other debtors (see note 17) ’ 235,264 197,541
- Amounts due from group undertakings (see note 17) - ) 257,802 907,608
Equity instruments measured at cost less impairment
- Fixed asset unlisted investments (see note 15) 200 157
493,266 1,.105.306
Financial liabilities
Measured at amortised cost
- Trade and other creditors (see note 18) 218,251 162,161
- Amounts due to group undertakings (see note 18) 29,029 715.094
247,280 877,255
20. Deferred taxation
2017 2016
£000 £000
At beginning of year ’ ‘ , 88,397 54,277
Charged to profit or loss (note 11) ' (3,126) (440)
Charged to other comprehensive income 7 : o (7,172) 33,147
~ Deferred tax asset transferred from Pioneer Brewing (note 24) . : - 1.413
At end of year ' ‘ 78,099 88,397

Page 32
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

20.

Deferred taxation (continued)

The deferred tax asset is made up as follows:

2016

2017
£000 £000
Accelerated capital allowances : : 12,295 . 8081
Tax losses carried forward 12,683 12,202
Defined benefit pension scheme deferred tax asset ' 52,600 66,828
Other timing differences 521 1,286
78,099 88,397

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of
from which the future reversal of the underlying timing differences can be deducted in the foreseeable

future.

In the period the Directors have reviewed the future profits of the Company and as they are expected to
increase, a deferred {ax asset on losses of £12,683,000 has been recognised (2016: £12,202,000).

.
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21.

22,

Other provisions

Restructuring Other

provisions  provisions Total

£000 £000 E000

‘At 1 January 2017 : ' \ 4,700 2,867 7,567
Charged/(released) to the profit or loss . {290) (1,284) (1.574)
Utilised in year . (2.608) (317) (2,925)
At 31 December 2017 1,802 1,266 3,068

Restructuring provisions

Restructuring provisions relate to the expected costs in relation to the continual restructuring of the
business, these include software restructuring and one off organizational restructuring projects. The
remaining provision at the balance sheet date is expected to be utilised within the next five years.

The amounts charged to the profit or loss during the period included additibnal provisions of £290,000
(2016: £3,544,000) and the release of existing provisions ‘amounting to £nil (2016: £1,897,000).

Other provisions

Other provisions relate to the expected settlement cost of claims and disputes. The prowsuon at the
balance sheet date is expected to be utilised within the next five years.

The amounts charged to the statement of comprehensive income ‘during the period include additional

provisions of £102,000 (20716: £158. 000) and the release of existing provisions amounting to £1,385,000
(2016: £nil):

Called up share capital

2017 2016

£000 £000
Allotted, called up and fully paid . .
858,140,000 (2016: £858.140,000) Ordinary shares of £1 each 858,140 858,140

The Company has one class of Ordinary share which is entitled to one vole in any circumstances.

Each share is entitled pari passu to dividend payments or any other distribution. Each share is entitled
pari passu to participate in a distribution arising from a winding up of the company.

There has been no changes to share capital in 2017 or 2016.
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NOTES TO THE FINANCIAL STATEMENTS
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23.

Share based payments

Different share and share option programmes allow Company senior management and members of the
Board of Directors to acquire shares of Anheuser-Busch InBev NV/SA (the ultimate parent company).
The options’ exercise price equals the average market price of the underiying shares in the thirty calendar
days preceding the offer date. The oplions have a contractual fife of 10 years. The fair value of the
options granted is estimated at grant date, using the binomial Hull model. Until 2005, the Company used
the Black-Scholes-Merton option pricing model to determine the fair values of its employee share options
granted. N . )

Since the acceptance period, of the options is two months, the fair value was determined as the average
of the fair values calculated on a weékly basis during the two months offer period. The fair value of .
options granted to employees is expensed over the vesting period. :

Expected volatility is based on historically volatility calculated using 1,766 days of historical data. In the
determination of the expected volatility the group is excluding the volatility measured during the period 15
July 2008 until 30 April 2009, in view of the extreme market conditions experienced during that period.
The binomial Hull model assumes that all employees would immediately exercise their options if the AB
InBev share price is 2.5 times above the exercise price. As a result, no single expected option life applies.

Weighted . Weighted
. average average
exercise exercise
price : price }
, ' (pence) Number (pence) . Number
2017 2017 2016 2016
Outstanding at the beginning of the year 7920 214,414 5434 130.592
Prior year adjustments . 7920 (1.743) 5434 24,279
Granted during the year 20142 37,942 ) 8873 92,768
Forfeited during the year 8764 (33,254) 6823 ~  (13,638)
Exercised during the year 3904 (17,016) 3445 (19,587)
Transferred out during the period - : oo -
Outstanding at the end of the year - ' 8582 200.343 7920 214.414

The range of exercise prices of the outstanding options is between £39.04 and £86.98 while the weighted
average remaining contractual life is 8.38 years. ’

For share options exercised during 2017 the weighted average share price at the date of exercise was
£89.66 (2016 £93.35).

The total expenses recognised for the year arising from share based payments are as follows:

2017 2016
£000 . £000
Equity settled share based payments . . 426 310
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24,

Pension commitments

Defined contribution pension scheme »

The Company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund. The pension cost for the
period represents contributions payable by the Company to the scheme and amounted to £3,165,000
(2016: £2,544.000). - ‘

There were no outstanding or prepaid contributions at either the beginning or end of the financial period.

Defined benefit pension scheme

The Company operates three defined benefit schemes.

AB InBev UK Limited Pension Plan (the "Plan"):

The Plan is a funded defined benefit scheme which is closed to new members and closed to future
accrual with effect from 31 May 2013.

The Plan's funds are adminisiered by trustees and are independent of the Company's finances.
Contributions are paid to the Plan in accordance with the recommendations of an independent actuarial
adviser. '

The valuation of the lisbilities for the Plan has been based on results from the actuarial valuation of the
Plan as at 31 December 2015, rolled forward to 31 December 2017. This roll forward allows for actual
cash flows from 1 January 2016 to 31 December 2017 and also changes in market conditions. The roll
forward does not make any allowance for membership movements since 31 December 2015,

The weighted average duration of the defined obligation of the scheme is 24 years.

InBev UK Limited Top-UP Pension C'ITUP"):

The ITUP is unfunded.
The ITUPs funds are administered by trustees and are independent of the Company'’s finances.

. . )
The valuation of ITUP is based on a valuation of the one existing member's benefit as at 31 December
2017 (using membership data as at the member's date of retirement in June 2016).

The weighted ave'rage duration of the defined obligation of the scheme is 17 years.

Stag Brewing Pension Plan ("Stag"):

The Plan is a funded defined benefit scheme which is closed to new members and closed to future
accrual with effect from 1 April 2012. N

The Plan's funds are administered by trusiees and are independent of the Company's finances.
Contributions are paid to the Plan in accordance with the recommendations of an independent actuarial
adviser. .

The valuation of the liabilities for Stag has been based on the results of the actuarial valuation of Stag as
at 1 April 2015, rolted forward to 31 December 2017. This roll forward alfows for actual cash flows from 1
April 2015 to 31 December 2017 and also changes in market conditions. The roll forward does not make
any allowance for membership movements since 1 April 2015, it has built in assumptions that
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24,

Pension commitments {continued)

Defined benefit pension scheme {continued)

membership data decreases.

" The weighted average duration of the defined obligation of the schemé is 22 years.

The figures below are in respect of the Company's participation.in these schemes, these have been
derived using established methodology.

Due to 85% of the schemes assels being invested in debt securities, the major risk to which the scheme
exposes the Company is debl securities market fisk.

Reconciliation of projected Benefit obligation (PBO):

2017 2016
£000 £000
At the beginning of the year - ) (1.123,332) (766,100}
Pioneer Brewing transfer - - (80.803)
Interest cost (29,406) (31.096)
Actuarial gains/{losses) ' 18,906 ° (271,801)
Benefiis paid . 42,357 - 27,044
Past service cost . : ~(105) (93)
QOther L - - (483)
At the end of the year . (1.091 .580)' (1,123,332)
Reconciliation of fair value of plan assets:
2017 2016
£000 £000
At the beginning of the year’ ' 746,133 579,400 -
Pioneer Brewing transfer ) : - 73,365
Interest income 120,170 24,062
Actuarial gains/losses ' 23,285 76.838
Contributions ) 46,740 18,950
Benefits paid : ' (42,118) (26,884)
Administrative costs _ (105) (93)
Other - ’ - 495
At the end of the year . 794,105 . 746,133
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24,

Pension commitments (continued)

Composition of plan assets:

2017

2016
£000 £000
Equity securities 116,855 110,566
Debt securities ' : 672,846 620,065
Other ) 4,404 15,502
Total plan assets . ‘ 794,105 746,133
Balance sheet reconcjliation:
2017 2016
£000 £000
Fair value of plan assets : 794,105 746,133
Present value of plan liabilities (1.091.580) (1,123.332)
Net p'ension scheme liability (297.475) (377, 199)

During the year. contributions by the Company of £46,740,000 (20716: £18.950,000) were made to the
Plan. Employer ¢ontributions of £52,190,000 are expected for the year ended 31 December 2018.

The amounts recognised in profit or loss are as follows:

2017 2016
£000 £000
Service cost ‘ ‘ (105) (93)
interest income on plan assets (note 9) : 20,170 24,062
interest experise on defined benefit obligation (note 10) {29.408) (31,096)
Total - 9.341)  (7,127)
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24,

Pension commitments (continued)

Remeasurements (recognised in other comprehensive incomie):

Actuarial gains/(losses) arising during period
Return on plan assets fess than discount rate

2017 2016
£000 £000
18.906 (271.801)
23,285 76.838
42,191 (194,963)

Principal actuarial assumptions at the Balance Sheet date (expressed as weighted averages):

Discount rate
Price inflation'rate (RPI)
Price ipﬂation rate (CP1)-

Pension increases for deferred benefils (Final Salary Section members and
ITUP) '

Pension increases for deferred benefits (S&! Section members and Stag)
Life expectancy (Plan and ITUP)

- for a male agéd 65 now .

- at 65 for a male aged 45 now

- for a8 female aged 85 now

- at 65 for a female member aged 45 now

Life expectancy (Stag}

- for a male aged 65 now -

- at 65 for a male aged 45 now

- for a female aged 65 now

- al 65 for 2 female member aged 45 now

2017
%

2.55
3.30
2.30

3.30
2.30

22.3 years
23.1 years
24.2 years

25.1 years

21.4 years
22.1 years
24.2 years
25.1 years

2016

%
2.65.
3.35

2.35

3.35
2:35

22.3 years
23.3 years
24.3 years
25.4 years

21.4 years
22.3 years
24.4 years

- 25.5 years
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24,

25.

Pension commitments {continued) 5

The Directors believe that the sensitivity of the company liability at 31 December 2017 and the preliminary
pension expense for the year to 31 December 2018 are subject to two key factors, the discount rate and

the rate of inflation.

An increasel/(decrease) of 0.5% p.a. in the discount rate would decreasef(increase) the tolal FRS 101

decreasel/(increase) of £105,590,00 (£120,310,000).

" defined benefit obligation at 31 December 2017 by approximately 9.67% (11.02%), amounting to a

An increase/(decrease) of 0.5% p.a. in the price inflation assumptions (both RPI and CPI) and
corresponding changes to assumed pension increases in payment and revaluation for deferred pensions
in excess of GMP would increasel/(decrease) the total FRS 101 defined benefit obligation at 3i
December 2017 by approximately 6.46% (6.14%), amounting to a |ncrease/(decrease) of £70,547,000

(£67,062,000).

Commitments under operating leases

Al 31 December 2017 the Company had future minimum lease payments under non-cancellable

operating leases as follows:

L.and and buildings

Not later than 1 year
Later than 1 year and not Iater than 5 years
Later than 5 years -

Significant leasing arrangements exist for the following locations:

Samlesbury - Brewery Site
Porter Tun House - Head Office

‘Tinsley Depot - Distribution centre

2017 2016
£000 £000
1,837 2.469
6,708 7,431
39,465 9,482
48,010 19,382

No contingent rents are payable in respect of any of these leases. No termis of renewal, purchase options
or escalation clauses exist for these leases. There are no restrictions imposed on the Company by these

lease arrangements.

2017 2016
£000 £000
Other
Not later than 1 year 1,322 680
Later than 1 year and not later than 5 years 3,833 1,031
Later than § years 434 342
5,589 2,053
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26.

27.

28,

29.

30.

Reserves

Profit and loss account

The balance in the profit and loss account represents the total reserves of the Company.

-

>
Controlling party

The ultimate parent company -and controfling party is Anheuser Busch InBev NV/SA and the immediate
parent company'is Nimbuspath Limited, a company incorporated in the United Kingdom.

The largest and smallest group io consolidate these financial statements is Anheuser Busch inBev
NVISA, incorporated in Belgium. The consolidated financial statements are available to the public and
may be obtained from the Company's registered office, Anheuser Busch InBev, Grand' Place 1,
Brussels, Belgium.

Contingent liabilities

An HMRC inquiry was initiated in 2014 but the review is not yet finalised. HMRC are investigating the
transfer pricing agreements and rates applied by the company. The amount of the outfiow is
unquantifiable at this stage in the investigation. The company does not currently believe, that the
investigation will result in a materially adverse impact on the financial statements. .

Subsequent events

On 16th May 2018, the Company begun consultation with employees located at the head ofiice, Porter
Tun House 500 Capability Green, Luton, with reqards to a possible relocation to Bureau, 90 Fetter Lane,
Farringdon, London, EC4A 1PT. At the conclusion of the consuitation period ending on 3rd September
2018, the Company announced to employees that the relocation had been finalised and’ that
commencing January 2019 all head office operations will be relocated to the London address. -

The Company is relocating 'dde to the consolidation of the London and the Luton offices, and.aim is to )
retain the existing staff from both offices. The Company believes that the benefit of the relocation will be
to have all the staff under one roof and to have one central hub for customers to visit.

Commitments under pension scheme

At 31 December 2017 the Company had future minimum pension contributions under the pension
schemes disclosed in note 24: :

2017 2016
£000 £000
Not later than 1 year ' ' : . 21,541 18,950
Later than 1 year and not later than 5 years 75,441 75,800
Later than 5 years ’ 199,594 225,000
Total _ 296,576 319,750
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