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���������������� �!�

� � � � � � � � � � � � �

��"�� � � � ����� � � � �����

� � � � � � � � � � � � �
����� � �����	�
��
�� ����� � �����	�
��
� ����� � �����	�
��
�

�

Bass Charr. 9450  Bass  7190  Enterprise (P)  9093 

Allied  8250  Allied  6678  Punch (P)  7400 

Whitbread 8280  Whitbread 6483  Spirit (P)  2470 

Grand Met.
2
 6135  Grand Met. 6419  Mitchells  2077 

        & Butler (P) 

Courage 6000  Courage 5002  Greene King  1684 

S & N
3
  1700  S & N  2287  Wolverhampton 1605 

        & Dudley  

        Innspired (P)  1066 

        Wellington (P)  835 

        Avebury (P)  750 

 

������� � #����$�� � � #���$��� � � � �������

� � � � � � � � � � � � �
������
: 1970 from Gourvish and Wilson, ���������
��������������
���, Table 11.7, p.472; DTI Pub Cos 

Report Ev 243: Fig 3. 

����
:    1.The figures reported above refer to the total number of pubs owned by the leading companies.   

 2.Grand Metropolitan (Grand Met) acquired Watney Mann in 1972. 

 3. S & N refers to Scottish & Newcastle.   

(P) indicates Pubco  
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-���� 	�������.��

������/�0�

���������
�

)�������
�
�
�����'�(���*�+��
�����
�� 1����

2�����

3��

4���������'��
���

1991 372 09/09/1991 Enterprise Inns, backed by 

County NatWest Ventures, acquired 372 

pubs from Bass Plc. 

60.0 Venture capital 

1994 462 05/04/1994 100 pubs, mostly from Allied<

Lyons disposals 

15.0 Bank syndicate led by Samuel Montagu. 

1996 905 30/04/1996 39 pubs acquired from 
Whitbread PLC 

3.0 Cash 

07/06/1996 Acquisition of John Labatt (UK) 

(JL) from John Labatt, a unit of Interbrew 

Belgium, 

61.5 £43m debt and a one<for<six rights issue at 

163p a share. 

1997 1224 12/05/1997 Acquisition of Discovery Inns 46.2 3 for 8 rights issue. 

04/09/1997. Acquired eight pubs from 

Pubmaster 

1.6 Cash 

04/09/1997 Acquired 94 pubs from 
Whitbread 

9.4 Cash 

1998 1780 03/02/1998 Tender offer to acquire 25% 

ordinary share capital of Gibbs Mew 

(GM)20/05/1998 Tender offer to acquire 
75% ordinary share capital of Gibbs Mew 

12.4 

48.1 

Cash 

 

Share for share exchange. 

26/10/1998 Acquisition of Mayfair Taverns 37.4  £8.3m cash, assumption of £20.3m Mayfair 

debt and redemption of preference shares. 

1999 2430 04/05/1999 Tender offer to acquire 93.4% of 
Century Inns PLC 

73.8 Share for share exchange  

 

01/09/1999, Acquired 217 public houses 

from Bass PLC 

85  Cash offer and pub swap. 

2000 2580 08/06/2000 Acquired 187 pubs from 

Whitbread PLC 

115.0 Debt 

14/08/2000, Acquisition of the Famous Pub 

Co. 

3.8 Cash 

2001 3499 09/06/2001 Acquired 439 pubs from Morgan 

Grenfell Private Equity Ltd 

262.5  Cash  and debt  

05/07/2001 Agreement to acquire 431 

managed public houses from Scottish & 

Newcastle PLC 

269.5 £66 million right issue and debt 

2002 4189 24/05/2002 Acquisition of Laurel Pub Co 

Ltd from Morgan Grenfell Private Equity, a 
unit of Deutsche Bank AG, 

875.0 
£1.28 billion syndicated loan. Five tranches 

debt facility:  tranche 'A' £200m five<year 

revolving loam, tranche 'B' £400m five year 

term loan. Tranche 'C1' £200m facility  

maturing March 31 2003,  tranche 'C2'  

£200m  maturing on March 31 2004. £280m 

short term bridge loan to a rights issue 

underwritten by Deutsche Bank 

2004 8727 31/03/2004 Exercised call option to acquire 

the remaining 83.2% interest in Unique Pub 

Holding Co Ltd (UP) 

609.0 New share issue plus debt.  

������
:  Thomson One Banker Deal Database and Nexis 
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4����

7��
��

7��
�����

�����

7��
�����

�����

�!�8��������������������

��������� 39���� 39���� 39����
Turnover

1
 212.1 212.1 212.1 

Cost of sales
2
 83.1 99.9 81.9 

Gross margin ���� ���0�� �#�0��

Wages and overhead
1
 59.4 59.4 59.4 

Profit before appropriations :�0:� $�0�� "�0��
Rent

3
 14 32 

Interest payable
4
 14.5 

Licensee profit $$0�� #�0�� #�0��

�    
�!�)������������������
�

   Pub value
1
 500 500 500 

Leverage
5
 1.263 1.361 1.825 

Cost of capital%
6
 �0���� �0�:#� ��0��"�

Return on capital (gross) %
7
 �#0���� ��0$$�� ��0�$��

Return on capital (net) %
7
 ��0���� "0":�� "0":��

    ����
: 

Agreement type (1) is an artificial ‘base case’ created for the purposes of strict comparison 

using limited parameters. Agreement types (2) and (3) correspond to the cases given in 

evidence by Enterprise Inns, excluding further complicating factors such as machine income 

sharing agreements.  

1.� Turnover and overhead costs calculated by adjusting values from EIP accounts pro rata to 

pub value assumed in TIC ev 148, Annex 4. Pub value and turnover standardised at 

£500,000 and £212,100 in all three scenarios. 

2.� Cost of sales adjusted according to variations in wet rents, per TIC ev 148, Annex 4, 

scenarios 2 and 4. Free house equivalent calculated by subtracting £16.8k discounts 

foregone (standard wet rent in tenanted houses) 

3.� Rent charges after crediting £8k domestic accommodation allowance. 

4.� Interest charges computed by applying interest rate (4.5%, �	) to pub value and 

subtracting £8k domestic accommodation allowance. Average base interest rate 2004 = 

4.5% (Bank of England http://www.bankofengland.co.uk/boeapps/iadb/repo.asp). 

5.� Leverage (�) defined as: ∆ licensee profit/∆ turnover, assuming all revenues and costs are 

variable, except rent/interest which are fixed 

6.� Cost of capital defined as: �	���������
 !�where �
 is the long run equity premium on the 

UK stock market. 

7.� Return on capital defined as:  (Gross) Profit before appropriations divided by pub value; 

(Net) Licensee profit divided by pub value 

�

������
" Enterprise Inns interim results, 2004; 004/05 HC 128 ��#���#�������
������$����

%��������"�&������
#���
��&����
  ev 148, Annex 4. 
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 �!�  �!�  #!�  �!�  $!�  :!�

4����

7��
��

7��
�����

�����

�7��
�

���������

4����

7��
�� '������� '�������

 

'��6����

��(�

 
39���� 39���� 39���� 39���� 39���� 39����

Turnover 212.1 212.1 212.1 205.4 205.4 205.4 

Profit before 

appropriations/contributio

n 69.6 52.8 70.8 20.9 39.4 60.0 

Machine income 8.8 8.8 8.8 

Rent 14.0 32.0 24.1 24.1 

Interest payable 14.5 22.5 

Licensee/pub profit $$0�� #�0�� #�0�� "0�� ��0�� ��0"�

Pub value  500.0 500.0 500.0 268.3 268.3 268.3 

       Return on capital gross 13.918 10.560 14.158 7.801 14.700 22.378 

Return on capital net ��0���� "0":�� "0"$�� �0:��� �0�"�� �:0:$��

�

�

�

�����
: Columns 1<3 derived from scenarios listed in annex 4, TISC, ev.148; columns 4<6 

derived from data for national brewers using MMC 651, 1988/89, appendix 3.7, table 1, 

p.416; table 3, p.428; appendix 3.5, table 1, p.408. Free house cases (columns 1 and 4) 

constructed using comparable data, adjusted pro<rata to capital values cited for tenanted 

houses. Column 6 adjusts column 5 using the mark up calculation in MMC 651, 1988/89, 

table 3, p.428 to show the profit the pub would have earned without the inflation of transfer 

price by the brewery. 

1.� Machine income was netted off rent in (2) and (3) in the 2004 calculations and for 

consistency is included calculation of net income for 1986. 

2.� 4.5% (2004) and 10.0% (1986) (Bank of England 

http://www.bankofengland.co.uk/boeapps/iadb/repo.asp) in both cases after subtracting 

the assumed value of the benefit of domestic accommodation. 

3.� Profit before appropriations/contribution divided by pub value. 

4.� Licensee/pub profit divided by pub value 

 

 

 ������
" Enterprise Inns interim results, 2004; 004/05 HC 128 ��#���#�������
������$����

%��������"�&������
#���
��&����
  ev 148, Annex 4. MMC 651, 1988/89, appendix 3.7, 

table 1, p.416; table 3, p.428; appendix 3.5, table 1, p.408. 
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�������������

�!�8��������������������

��������� 39���� 39���� 39����

Turnover 212.1 212.1 212.1 

Cost of sales 99.9 * 114.4 

Gross margin ���0�� =� �"0"�

Wages and overhead 59.4 * 39.8 

Profit before appropriations $�0�� $�0�� $"0��

Rent 14.0 24.0 20.4 

Licensee profit #�0�� #$0�� #"0$�

 �  

�!�)������������������
�    

Pub value
1
 500 500 500 

    

Gross return on capital ��0$:�� ��0���� ��0$���

Net return on capital 7.760 7.000 7.505 

  

 

����
"��

* no data. Assumptions as Table 2. 

�

������
: (1) as Table 2; (2) HC 128 ��#���#�������
������$����%��������"�&������
#���
�

�&����
  ev 304, appendix 28; Memorandum by the Wolverhampton & Dudley Breweries 

PLC (3)  HC 128 ��#���#�������
������$����%��������"�&������
#���
��&����
  ev 204, 

Exhibit 8; Profit & Loss account of an Average Tenanted Pub, Morgan Stanley report. 
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Figure 1: Beer Industry, Return on Capital 
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Figure 2: Return on capital, Beer Industry and 

Enterprise Inns
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Figure 3: Debt/Equity ratio, Beer Industry and 

Enterprise Inns
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Figure 4: Total shareholder return, EIP and 

London Stock exchange
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