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Corporate Progress

¢ Good underlying growth with adjusted profits up 4%

® Managed Pubs invested like for like sales up 3.2% (3 6% including hotels)
® Fuller’s Inns profits level despite the sale of two hotels in 2007

® Own Beer volumes up 4%

® Beer Company profits up 1%

® Net exceptional profits of £0 8 million (2007. profits of £20 1 mullion)

ADJUSTED PROFIT'  £M ADJUSTED EARNINGS PER SHARE® PENCE TOTAL DIVIDEND PER SHAREY  PENCE
2908 230 2008 2915 2008 270
2007 21 2007 2758 2007 909
06 179 2006 nar 2006 79C
2005 174 2005 2067 2005 738
2004 169 2004 19 94 2004 692

Financial Highlights

52 weeks to 52 weeks to
P o e
£m £m Change
Revenue 1811 178 2 +2%
Adjusted profit’ 23.0 221 +4%
Profit before tax 23.8 422 -44%
EBITDA? 40.5 40.7 1%
Adjusted earnings per share? 29:15p 2758p +6%
Basic earnings per share* 34.33p 5214p -34%
Dividend per share* 9.70p 909p +7%
Net debt* 95.5 96.5
Net debt/EBITDA 2.4 24

* Adusted profits 1s the profit before tax excluding exceptional ems

? Pre exceptional earmings before mterest, (ax, depreciation, loss on disposal of plant and equipment and amortisation

1 Calculated using adwusted profits after tax and the same weighted average number of shares as for the basic earnings per share and using a 40p ordinary share.
! Calculated on 3 40p ordinary share

! Net debt compnses cash, bank loans, loan notes, debenture stock and preference shares

Per share measures for the 52 weeks to 31 March 2007 have been restated for the effects of the five for two share spiit as if the share spht had occurred
on the first day of this penod
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Chairman’s Statement

I am delighted to report another

good set of results in what can only
be descnbed as a challenging year
for the industry OQur adjusted profit
before tax (excluding exceptional tems)
has nsen by 4% to £23 0 million
(2007 &£22 1 million) and our revenues
have nsen by 2% to £181 1 million
(2007 £178 2 million)

Our adjusted earnings per share
have nsen by 6% to 29 15p (2007
27 58p) and we have achieved a

3 6% Increase in invested lke for
like sales in our Managed Pubs and
Hotels, one of the highest increases
in the industry

These results show that our
underlying business continues to
perform strongly, despite the many
well-publicised factors creating
tough conditiens in our market

Our prior year results included an
exceptional profit of £20 1 million
from the very successful sale of two
hotels, which makes the comparison
of certain financial measures
unrepresentative of underiying
business performance This year,
exceptional profits before tax were

£0 8 milllon, compnsing profits

GRAPHIC REMOVED

of £5 3 million on the disposal of
non-core properties and aggregate
provisions for onerous leases and
pension costs of £4 5 million After
exceptional items our profit before
tax was therefore £23 8 million
(2007 £42 2 million) and our basrc
earnings per share were 34 33p
(2007 52 14p)

Tax has been prowvided for at an
effective rate of 29 5% (2007

30 4%) on adjusted profits Our
overall tax expense for the year has
been further reduced as the result
of a £2 4 million non-recurring
deferred tax credit relating to the
changes in Corporation Tax rates
from 30% to 28%

2 FULLER SMITH & TURNER PEC Report and Accounts Part |

Fuller's Inns continues to benefit
from a consistent strategy based

on quality over quantity, with
well-invested pubs underpinned

by the excellent delivery of our

key offenng of outstanding cask
conditioned ales, delicious food,
great wines and exemplary service
Revenues of £141 5 milkon (2007
£140 9 milhon) and pre exceptional
operating profits of £23 9 million
(2007 £24 0 million) matched the
levels achieved last year desprte the
lost contrnbution from the hotels we
sold 1n 2007 We were particularly
pleased 1o finish the year by
collecting the trophies for both
Managed Pub Company of the Year
(100+ outlets) and Tenanted Pub
Company of the Year {200+ outlets)
at The Publican Newspaper annual

industry awards

WHERE THE MONEY GOES

Paid to government 24 0%
Paid to employees 18 4%
Paid to investors 4 7%
Investment 11 7%

Capital repaid to bank 2 4%
Goods and services 38 8%
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Chairman's Statement

continued

The Fuller's Beer Company has
also fared well, with pre exceptional
operating profits nsing by 1% to
£8 0 milhon (2007 £7 9 million)
on revenues that have mcreased by
3% to £60 3 milon (2007 £58 4
milhon) Qur Own Beer volumes
were particularly pleasing, with
overall growth of 4% spread across
the range of brands London Pride
continues to lead the premium ale
market and has again grown market

share n all sectors

EBITDA declined marginally to

£40 5 million (2007 £40 7 milhon)
The Group's net debt has reduced
to £95 5 million (2007 £96 5
milhon) despite special contnbutions
of £8 0 million made to the
Group's defined benefit pension
scheme (2007 £2 0 milhon}

The accounting deficit for defined
benefit pensions was £5 4 million at
the year end (2007 £16 0 million)

GROUP INVESTMENT £ milllon

2008 185 39
2007 7 32
2006 06
2005 175 23
2004 183 13

Capital expenditure Share buybacks

Going forward we have agreed with
the Trustees of the scheme to make
additional contnbutions of £0 5

million per annum to the scheme In

order to reduce the deficit further

Net debt to EBITDA was unchanged
at 2 4 times and, in addition,

our interest cover has improved
substantially to 4 6 times (2007

3 9 umes) With thus low level of
debt and continued strong cash
flow generation we remain well
positioned to finance further
investment within the estate and to

expand our business

We continue to deliver excellent
returns for our shareholders and
the Board recommends an increase
of 6% n the final dividend to 6 90p
(2007 6 50p} per 40p ‘A’ and 'C’
ordnary share and 0 69p (2007

0 65p) per 4p ‘B’ ordinary share
This will be paid on 25 July 2008 to
shareholders on the share register
as at 27 june 2008

17
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Fuller’s Inns

Following a good first half, we
experenced a tougher trading
environment in the last six months
Despite this, we fimshed the year
with invested ke for ike sales
growth 1n Managed Pubs and
Hotels of 3 6%, a figure which 1s
yet again among the best in our
sector QOverall, our pre exceptional '
operating profits and revenues are
level at £23 9 million (2007 £24 0
million) and £141 5 mithon (2007
140 9 million) respectively and this

after having sold two hotels last year

We continue to operate at the
premum end of the market and
believe we are well placed to
withstand the current economuc
turmoil To maintain our position,
we continue to improve the quality
of our estate, having increased the
amount we spend to ensure our

pubs are In first class condition

Accommodation has been a major
focus for Fuller’s Inns this year and
we have 1dentified a number of sites
that have the potential to develop
bedroom business For the last 18

months, we have been leveraging
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Chairman’s Statement
continued

the expertise of our Hotels team to
grow this business and a number of
our pubs now offer superb boutique
style bedrooms, with the highest
quality fiishing touches, enabling us
to charge a premium rate As more
pubs are developed to this template,
we will, from this year, be reporting

Managed Pubs and Hotels together

We continue to develop and grow
our customer base wia excellent
retail marketing and improved

recrutment of the best managers,

tenants, lessees and staff throughout
the estate We have also introduced
a new website, with a popular pub
finder faciity, which has helped

to promote our pubs to a wider
audience We are developing
e-commerce, making more and more
products available through on line
ordenng, streamhning our processes
and providing our managers with

greater flexatnlity

The size of our retall estate has

not changed significantly, with two

6 FULLER SMITH & TURNER P L.C  Report and Accounts Part )

purchases for the managed estate,
and stood at 360 on 29 March
2008 Of this number, 203 were
tenanted or leased pubs and 157

were managed pubs or hotels

In the Morming Advertiser’s kst of

the 50 Best Pubs in the UK, we were
delighted to see two of our pubs feature
in the top 10 The Basketmaker's Arms,
a tenanted pub in Brighton, was spth
while the Churchill Arms, our iconic
managed pub in Kensington, won the
accolade of Britain's best pub




Managed Pubs (including Hotels)
Despite the sale of our two largest
hotels last year, revenues across
our Managed Pubs and Hotels
business have remained level
Invested like for ike sales and
revpar In our Hotels rose by 7 5%
and 8 9% respectively and invested
Iike for ke sales in our Managed
Pubs rose by 3 2% With only six
remaining hotels in our estate and
more of our managed pubs offenng
accommodation, we have decided
to treat our Managed Pubs and

Hotels as one business Combined
Managed Pubs and Hotels invested
like for ke sales rose by 3 6% and
it 1s this measure that we will be

reporting from now on

Food and accommodation remain
the key growth drivers Food
sales have nsen by 8% and now
represent 27% of revenue (2007
25%), excluding the 13 pubs
where focd is provided by Thai
franchisees Accommodation now

accounts for 7% of total revenue,

FULLER SMITH & TURNER P L C Report and Accounts Partl 7
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down from 8% in 2007 as a result
of the sale of the Bngstow and
Master Brewer hotels We now
have 494 bedrooms across all the

properties n the managed estate

FULLER § INNS REVENUE £ million

2008 1415
2007 1409
2006 1119

2005 986

2004 970
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Chairman’s Statement

continued

We beleve that the growth 1n food
sales 1s helped by our focus on
locally sourced, freshly cooked
meals Our customers welcome

this commitment to quality and
provenance and we have worked
hard to builld links with local

farmers and to introduce initiatives
such as Hampshire Fare, while

still maintaiming a manageable
number of direct suppliers This
commitment was a crucial factor in
winning the Managed Pub Company
of the Year title and we will continue
to develop our relationships with

these local suppliers

We have completed 18 major
projects dunng the year (2007 21)
and spent record levels on general
maintenance and reparr to keep
our estate 1in excellent condition
We acquired two houses for the
managed estate - the Pgnm’s Inn
at Marchwood and the Ivy House at
Chalfont St Giles - and transferred
six pubs to Tenanted Inns

BEER BARRELS 0095

2008 3260
2007 3232
2006 2846

2008 2751

2004 2686

Our retail marketing team continued
to find ways to encourage new
customers through the door with
imbiatives such as Action Week last
October In this example, every pub
In our managed estate was tasked
with putting on at least one event
dunng this usually quiet seven days
and the results were outstanding It
motivated the managers and their
teams, created excitement around
the pub, rewarded our existing
customers with something different
and attracted new business We will

be repeating this in 2008

Tenanted Inns

Our tenanted business has had a
good year with revenues up by 5%
and average revenue per pub nsing
by 2 4% QOur like for like sales have
nisen by 0 3% and profits are up 4%

There has been significant
Investment in the estate, with a 6%
rise In refurbishment costs, and we
believe the quality of our pubs and
the character and enthusiasm of
our icensees were major factors in
winning the Tenanted Pub Company

of the Year award

8 FULLER SMITH & TURNER P L.C Report and Accounts Part |

We have also worked hard to help
our lessees combat the smoking ban,
particularly in those houses that did
not previously serve food We have
helped these pubs to mnvestin low
skill food solutions and the resulis

have been very rewarding,

The Fuller’s Beer Company

The Fuller's Beer Company has had
a good year with a 1% Iincrease I
pre exceptional operating profits to
£8 0 rmilion (2007 £7 9 million)
and revenue rising by 3% to £60 3
millon (2007 £58 4 milhon)

Cur Own Beer volumes rose
strongly by 4%, helped by growth
of 7% in the off trade and 21% n
exports where we continue to break
into new markets such as Russia,
Japan and China Qur foreign beer
volumes, however, have fallen as
a result of the weather and the
smokng ban and are down by 4%
against an on-trade lager market
down 7%
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Chairman’s Statement

continued

As a leading cask ale brewer, it
i1s pleasing to report that cask afe
has grown its share of the
draught beer market for

the first tme in a decade

In addition premium cask

ale and premium bottled

ale are both in growth

Londen Pnde continues to lead
the premium ale market and has
again grown its market share in

all sectors Qur sponsorships of
the English Golf Union and the
London Marathon are now in their
second year and are providing a
great platform for growing sales
and raising brand awareness We
ran television, cinema and paoster
advertising campaigns dunng the
year and our sponsorship of the
World Match Play golf tournament
at Wentworth resulted in substantial

coverage on terrestnal television

It has been another good year
for our other brands too with,
for example, Organic Honey Dew

showing excellent growth In

FREE TRADE SECTOR BARRELS

Pub Chalns 53%

Free Houses &
Clubs 36%

Wholesalers 11%
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addition, we continue to pick up
awards for our beers with London
Porter, Discovery, London Pnde
and ESB all featunng in the
International Beer Challenge
2007 st of the World's
50 Best Beers

We are currently marketing
for sale the former Gales Brewery
site in Horndean At the end of the
year we purchased the freehold of
a smaller replacement site close
by, at Dell Piece East, where we are
about 1o start building a bespoke
warehouse and distnbution centre
We aim to be fully operational by
sprng 2009 and the cost should be
more than covered by the proceeds

from the Horndean Brewery sale

Finally, the Wine Division had
another good year with profits up
by 9% Particularly pleasing was
the growth of our agency wine
business, which now contributes
around a third of our total wine
sales and is well placed to make

further progress in the coming year

TOTAL BEER BARRELS

Free on trade 48%

Fuller s Managed Pubs &
Hotels 21%

Fuller s Tenanted Inns 14%

Take Home/
Supermarkets 11%

Exports 6%
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Chairman'’s Statement
continued

People

During the year, we welcomed
James Douglas onto the Board and
he was appointed Finance Director
on 1 January 2008 Paul Clarke
retired as a Director on 30 April
2008 and | would like to take this
opportunity te thank im for his
support and guidance dunng his
very successful 17 years as Finance
Director | further thank all of our
employees for their dedication and

hard work over the last year They

are an outstanding team and 1t 1s
their efforts that make us stand out

from the crowd

Current Trading And Prospects

We have had a sohd start to the new
financial year with invested like for
lke sales in our Managed Pubs and
Hotels growing by 2 4% for the nine
weeks to 31 May 2008

The current inflationary pressures
in the UK, particularly on grain,
food and energy, are both pushing

12 FULLER SMITH & TURNERP L C Report and Accounts Part §

up our costs and squeezing our
customers’ disposable incomes
Despite these inflationary
pressures, we intend to hold our
gross margins across both our

retall and brewing operations

In 2007/8 our gas and electricity
costs alone increased by £0 6m

We have fixed prices for around haif
of our energy consumption but, at
current market prices, we would see

this cost to the business nse again




by at least a further £1 2 million In

the coming 12 months

We enter the coming year with a
pub estate In excellent condition
and the best possible beer brands
on the bar We will, nevertheless,
continue to invest In our pubs

and brewery and plan to spend
approximately £16 milion n capital
investment projects (excluding any
pub acquisitions) duning this new

financial year

GRAPHICS REMOVED

Our consistent focus on quality, and  management team and are well
commitment to outstanding cask placed to meet the challenges ahead
conditioned ales, delicious food,

great wines and exemplary service, % /
continues to provide the best W /V[/W
foundations for a stable business /

Michael Turner
We operate in the premium end of
Chairman
the market and believe this 1s the

only place to be

We have a long-term strategy, strong
balance sheet, excellent cash flow

generation and an expenenced

FULLER SMITH & TURNER P L C  Report and Accounts Part] 13
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The Board of Directors
as dt 16 June 2008

From left to night
Michael Tumer
Tim Turner

John Raberts
Simon Emeny
James Doyglas
Mane Gracie
Anthony Fuller
Ronsld Spinney
James Espey
Nick MacAndrew
Nigel Atkinson

Executive Directors

Michael Turner *

Chairman

Aged 57 Joined in 1978 A Chartered Accountant
with international experience Imilly ran the

wine Division as Wine Director Became Marketing
Director In 1988, Managing Director in 1992 Chief
Executive 1n 2002 and Charman in 2007 Currently
Chairman of the Brish Beer and Pub Association
Chairman of the Nominations Committee

Tim Turner

Commercial Director

Aged 58 Jouned in 1977 A solioter who has
overall responsibility for property and acquisitions,
legal matters and external affairs Master of The
worshipful Company of Brewers 2006-2007

John Roberts

Managing Director, the Fuller's Beer Company
Aged 50 Appointed in 1996 having previously
held a number of strategic marketing and sales
posizons with Britvic, Umited Biscurs, Courage
and Scottish & Newcastle A graduate in Business
Studses and Marketing

Simon Emeny

Managing Director Fuller’s Inns

Aged 42 Jomned in 1996 from Bass plc where he
held a variety of senior operational and strategic
planning roles Appointed a Director in May 1998
Non Executive Director of Dunetm Group plc

An economics graduate

James Douglas

Finance Director

Aged 42 Appointed in 2007 from LSE listed
telecoms operator Fibernet Group plc where

he was Finance Diector Spent eight years with
Dentsche Bank as an investment banker Qualified
as a paze winning Chartered Accountant with
PncewaterhouseCoopers Holds a first degree in
Physics and a Masters degree in Economics

Company Secretary

Marie Gracle

Aged 42 Appointed In 1998 after an offshore
sppolntment. Formerly Company Secretary of
Argos PLC Company Secretary of Employment
Opportunities for the Disabled A Chartered
Secretary and arts graduate

President and Non Executive Director

Anthony Fuller

Aged 68 Joned n 1963 Charman 1982 - 2007
Became Non Executive n 2002 Charmman of the
Brewers’ Society 1986 - 1989 Master of the
worshipful Company of Brewers 1986 - 1987
Awarded a CBE in 1990 Vice Chaiman of the Brewers
of Europe 2005 - 2007 Formerdy Chairman of the
Independent Famiy Brewers of Bntain

Independent Non Executive Directors

Ronald Spinney **'

Aged 67 Appointed in Apnl 2000 Sentor
Independent Non Executive Director and Chairman
of the Remuneration Commitiee Formerly Chairman
of Hammerson pic A Non Executrve Drrector of
Rockspring Property Holdings Limited and J P
Morgan Cazenove Holdings Chazman of Hanover
Property Unit Trust Investment Adwisory Commuttes
A Chartered Surveyor Awarded a CBE In 2005
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James Espey **"

Aged 65 Apponted In May 1998 having previously
held serwor positions in the Grand Metropolitan and
Guinness groups and most recently as Chairman of
Seagram Distllers PLC Non Executive Director of

A G Barr plc and Whyte and Mackay Lid A graduate
and PhD in marketing and strategic planning.

Nick MacAndrew **

Aged 61 Appointed in September 2001 Chaimman of
the Audit Committee Director of Wates Group Limited
Jardine Uoyd Thompson Group ple, F & € Asset
Management plc and formerty Chuef Financial Officer
of Schroders plc Recently retired as Chairman of Save
the Children Fund A Chartered Accountant.

Non Executive Director

Nigel Atkinson **

Aged 54 Appointed In Apnl 2006 Formery
Managing Oirector of George Gale & Co Ltd,

Non Executive Chairman of The Ocean Radio Group
and Non Executive Chairman of Prermier Pubs
Estates Ltd Currently Non Executve Director

of Yellowfin Limited and GCap Charities Ltd

Vice Lord Liewtenant of Hampshire and Chairman of
the Council of the Order of St John for Hampshire

* Member of the Remuneration Commitice
¢ toer of the Audit Ce
? Member of the Nominations Commitee
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Five Years’ Progress

2004 2005 2006 2007 2008
UK GAAP IFRS IFRS IFRS IFRS
Profit and loss £m £m £m £m £m
Revenues® 1403 1295 1451 178 2 1811
Pre-exceptional operating profit 18 8 i97 224 298 294
Interest payable {net) 19 (23) 45) (77 (6 4)
Adjusted profit 169 17 4 179 221 230
Exceptronal profit/(loss) 23 02 (2 6) 201 08
Pre-tax profit 19 2 17 6 153 422 238
Taxation (5 4) (58) {49) (31 47
Preference dvidends? ©1 (01) - - ~
Profit attnbutable to equity shareholders 137 117 104 291 19.1
EBITDA 277 28 2 321 407 405
Assets employed
Non-current assets 1965 2086 3574 3459 3506
Inventories 43 44 54 54 58
Trade and other recevables 115 137 147 150 157
Assets classified as held for sale - - - 65 18
Cash and short term deposits 100 46 14 89 39
2223 2313 3789 3817 377.8
Current borrowings - - (2 8) (7 8) (8.1)
Other current liabilities (30 8) (25 8) (36 1) (36 6) (34.3)
1915 2055 3400 3373 3354
Non-current borrowings (27 0) (27 0 (128 6) (97 6) (913)
Qther non-current hiabilities 47 (26 2) (557) (57 0} (46 4)
Net assets 152 8 1523 1557 1827 1977
2004 2005 2006 2007 2008
Per 40p ‘A’ ordinary share
Adjusted earings 19 94p 2067p 21 87p 27 58p 29 15p
Basic earmings 24 25p 20 96p 18 56p 52 14p 34 33p
Dividends {intenm and proposed final) 692p 738p 790p 909p 9 70p
Net assets £28 £272 £279 £3 32 £355
Net debt 70 (22 4) (1300) (96 5) {95 5)
Net debt/EBITDA 06 08 40 24 24
Gross capital expenditure (£ milhon) 183 175 216 217 18.0
Average number of employees 2,105 2,092 2,478 3,097 3,067

! From 28 March 2004 onwards, revenues exclisde Excise Duty on wholesale sales

* From 3 Apnl 2005 onwards, preference dividends have been included within net finance costs

Per share measures for periods prior to 2008 have been restated for the effects of the five for two share spiit as if the share split had occurred on the
first day of these perods

FULLER SMITH & TURNER P L C Report and Accounts Partl 15
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Shareholders’ Information

2008 Diary
27 june

Record Date

1 July
Preference dividends pard

23 July
Annual General Meeting

Hock Cellar, Gnffin Brewery

25 July
Final dwvidend paid

21 November

Half year results announcement

2009 Diary

January

Preference dmvidends paid
Interim dividend paid

June

Preliminary results announcement

Shareholder Privileges
Shareholders owning more than
250 ‘A’ or ‘C’ shares or 2,500 ‘B’
shares can buy beer, wine and
spints from the Brewery Store in
Chiswick at preferential prices For
details contact Chnstine Hooper
an 020 8996 2091 Shareholders
are also offered a discount card
entiting them to certain discounts

in Fullers hotels

Redesignation of ‘'C’ Shares

'C’ ordinary shares can be

redesignated as ‘A’ ordinary shares

within 30 days of the preliminary
and half year announcements by
sending in your certificates and a
wnitten istruction o redesignate
prior or during the period to the

Company’s Regstrars
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Sharegift

The Orr Mackintosh Foundation
operates a chanty share donation
scheme for shareholders with small
parcels of shares whose value
makes 1t uneconomic to sell them If
you have a small number of shares
and would like to donate them to
chanty, detalls of the scheme can
be found on the Sharegift website
www sharegift org, or by contacting
the Company Secretanat on

020 8996 2115
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Financial Highhights

52 weeks ended 52 weeks ended

29 March 31 March
2008 2007
£m £m Change
Revenue 1811 178 2 +2%
Adjusted profit! ) < Y N L +4%
Proftbeioretax T 238 422 -44%
EBITDA? T T wes T a07 A%
Aduusted earnings pershare® 2915p 2758p +6%
Basic earﬁmgs per share! ’ 34 335 ) —“—'-5“2145 O 3%
Dividend pé;.sha“l:e““ S e - 9 70p 909 +1%
Net debts ) 955 965
Net debt/EBITDA o T e ) ) 24 24

? Adusted profit is the profit before tax excluding exceptionat ltems

2 Pre exceptional earmings before interest, tax, depreciation, loss on dispesal of plant and equipment and amortisation

3 Calculated vsing adwssted profits after tax and the same weighted average number of shares as for the basic earmings per share and usmg
a 40p ordinary share

4 Calculated on a 40p ordingry share

§ Net debt compnises cash, bank foans loan notes debenture stock and preference shares

Per share measures forthe 52 weeks ended 31 March 2007 have been restated for the effects of the five for twa share spht as if the share spht had
occurred on the first day of this penod
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Financial Review

Financial Performance

The Chairman’s statement on pages 2 to 13 covers a comprehensive review of the financial results for the year just ended
The first half of the year witnessed a good underlying financial performance, against a strong comparative penod Trading was
weaker in the second hali as a slowing economy compounded with the winter impact of the smolang ban impacted sales
Nevertheless, the overall performance for the financral year 1s encouraging, with continued industry leading sales momentum
resulting in a further increase i adjusted profits

Business Review
The key 1ssues facing the Group are covered in the Charrman s staterment and operating review The key performance idicators
(KPIs) which the Group uses to monitor its overall financial positon can be summarised as follows

2008 2007
Net debt / EBITDA 2 4umes 24 umes
Adjusted profits ) " £230miltlon £221million
Adusted earnings per shere ncrease +6% +26%
Invested Managed Pubs and Hotels Like for like sales growth T S  s36% +8 2%
Food sales as a % of Managed Pubs and Hotels revenue N ST T T sy
Accommodation sales as a% of Managed Pubs and Hotels revenue 7% 8%
Hotel revpar growth ST e e g en +2 0%
Average revenue perfenamed Pub growth Y S 17
OwnBeerbarelssod +4% +6%
Foreign Beer barrels sold T T T T T +31%

Full definitions of these financial KPIs can be found in the Glossary

The invested like for like sales are for Managed Pubs and Hotels combined Prewviously we monitored these separately but
following the disposal of the largest two hotels dunng 2007 we now moniter the combined measure The separate statistics for
Managed Pubs were +3 2% (2007 +8 2%) and for Hotels were +7 5% (2007 +7 6%)

The comparative information for 2007 reflects the full year incluston of the effects of the acquisition of the Gales business
Notably thus had a substantial impact on adjusted earmings per share growth, and the number of barrels of foreign beer sold to
the former Gales pubs Own beer volumes received a boost, while average tenanted revenue dechned reflecting that the average
tenanted pub acquired with Gales had lower revenue than the average tenanted pub held before the acquisiion

The non-financial KPls monitered by the Group are in ine with previous years and are as follows

» Mystery shopper programme

= “Traffic hght” rating of pub stock and business audits
+ Cellar inspections

- Level of customer complaints

It 1s not appropriate to report actual statistics on these indicators, owing to commercial sensitvity

Exceptional Costs

Dunng the year the Group realised a net pre tax exceptional profit of £0 8 mithon (2007 profit of £201 million) A pre tax profit
of £5 3 milhon was made on the disposal of a number of non core properties, including five pubs We have made an onerous
lease provision of £2 0 milhon in respect of a number of pubs that we operate under operating leases, and have recorded an
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Financial Review

continued

associated asset impairment of £0 1 million We have recogrused a past service pension cost of £2 4 milhon tn respect of former
employees of the Group who receve unfunded discretionary pension payments In the 52 weeks ended 31 March 2007 the
Group recorded a pre tax exceptional gain of £20 5 millien on the disposal of two hotels, and impairment losses of £0 4 million
relating to a property which was sold after the year end

Finance Costs

The net finance costs during the year decreased from £7 7 million to £6 4 million This improvement 1s largely driven by the

significant cash inflow from the disposal of two hotels duning the prior year which raised £35 6 million proceeds Average net !
debt duning the year was higher than the opening and closting posiion due to a cash contribution of £8 & million in April 2007 to

the Group's defined benefit pension schemes following their merger at the end of March 2007 The net finance costs in the

income statement were covered 4 6 times by pre-exceptional operating profit, compared with 3 9 1n the previous year

Tax

A full analysis of the tax charge for the years set out in note 8 to the accounts The overall tax charge forthe year s 19 7% (2007
310%) Forthe year under review thus 1s affected by the reduction, commencing in Apnl 2008, in the rate of corporation tax, from
30% to 28%, following the Finance Act 2007 As a result of this change, all deferred tax assets and habiites have been restated
to 28% .

Shareholders’ Return

On 6 Augusl 2007 the Company completed a five for two share split All per share data s quoted as if the share sphit had
occurred on the first day of the comparative penod Earmings per share increased by 6% to 29 15p The proposed final dividend
of 6 9p per share, together with the intenm dividend of 2 8p per share already paid, compares with 9 088p in the previous year
The total dvidend per share will be covered 3 0 imes by adjusted earnings per share, compared with 2 8 imes in the previous
year Shareholders funds at the year end were £197 7 milllon The Company spent £4 0 million repurchasing its own shares
duning the year at an average price per ordinary 40p ‘A’ share of £6 61 These transactions represented a share buyback of

2 32% of the maxaimum 1ssued ordinary share capital The middle-market quotation of the Company s ordinary shares at the end
of the financial year was 558p The highest pnice dunng the year was 760p, while the lowest was 500p The Company’s market
capitahsation at 28 March 2008 was £321 million

Cash Flow

Cash generated from operating activities was £26 6 million (2007 £32 8 mullion), the £6 2 milhon reduction driven by an
increase n cash contributions of £5 3 million to the defined benefit pension schemes There was a net cash outflow from
investing activities of £101 million (2007 an nflow of £16 4milhon) following the disposal of two hotels duning the previous year
for £35 6 million There was a net cash outflow of £21 5 million in respect of financing activities, the key items being the
repayment of £6 0 mifhon of debt, equity dnidends of £5 2 millson, interest payments of £6 7 million and the repurchase of

£4 0 milon of own shares Cash balances reduced from £8 9 million to £3 9 million while net debt improved from £96 5
million to £95 5 milkon

Financial Positton

The Group monitors its overall level of financial geanng weekly, with our short- and medm term forecasts showing underlying
levels of geanng, which remain within our targets The Group 15 financed by unsecured bank loans, debentures, non-cumulative
preference shares, loan notes, overdrafts, cash and short-term deposits as disclosed in notes 19, 22, 23, 25 and 27 The Group 15
able 1o operate with negative working capital ~ current habilities were £17 0 million greater than current assets at the yearend
{2007 £151 milkon greater) Other financial assets and lrabilities such as trade receivables and payables anise through the
Group's operating actmviies Denvative instruments as detalled below are used to manage interest rate and loreign exchange
nsk The Group does not trade in financial instruments

FULLER SMITH & TURNER PL C Report and Accounts Parttl 19




Financial Review

continued

Financial Position continued

Net debt at the year end amounted to £95 5 miflion The key ratio of net debt compared with EBITDA 1s 2 4 urmes, compared to

2 4 umes last year This 1s a level which atiows the Group signdicant strategic and operational flexibiity At the balance sheet date,
the Group had £30 0 mifion of unutilised commiited banking facilises and £10 ¢ mullion unutihsed uncemmutted banking
faciites This level of unused facilhiies, coupled with the continuing strong cash generation, provides a significant cushion against
any future changes in the expected cash flow position of the Group The Group’s overall facihties at the balance sheet date are
as follows

« Amorusing unsecured banking facility £99 ¢ million, matunng November 2010, three participating lenders £6 3 mullion
repayable within the next 12 months £30 0 million 1s unutihsed

» Loan notes £1 8 million, repayable on demand every six months, matunng in November 2010

» Debentures £27 0 million, matunng 2012-2028

- Nen-cumulative preference shares £1 6 million, no set matunity date

« Tota! facilities £139 4 milion (including overdraft)

Ftnancial Risks and Treasury Policies

The Group Treasury Team consists of the Finance Director and the Group Financial Controller The objectives of the Treasury
Team are to manage the Group's financial risk, secure cost effective funding for the Group's operations and to mimmise the
adverse effects of fluctvations in the financial markets on the value of the Group's financial assets and hiabilities, on reported
profilability and on the cash lows of the Group

Interest Rate Risk

The Group has entered inta interest rate swaps and caps i order to hedge the borrowing rate nisks of a proportion of its
borrowings under the amortising unsecured banking faciliies At the balance sheet date, the Group had entered into fixed
interest rate swap agreements over a total of £50 5 million of borrowings, covering a two and 3 half year period at an average
rate of interest {excluding bank margin) of 4 89% At the balance sheet date the Group had also entered mito a interest rate cap
agreements in respect of £7 5 millon of borrowings covening the same period and at a rate of interest (excluding bank margin}
of 4 89% The Board continues 1o explore current market opportumities in this area The Group moniters 1ts net debt
requirements through short, medium and long term forecasts Surplus cash balances are pooled into an interest beanng account
or placed on short-term deposit for periods of between one night and three months

Foreign Exchange Risk

The Group has some foreign currency nisk as it both imports wines denominated in Euro, US dallars and Australian dellars and
exports beern US dollars There 1s some natural hedge of US dollars and the net currency risks may be covered by entering into
forward foreign exchange contracts

Risks and Uncertanties Facing the Group

We report In detail the nsks and uncertamues facing the Group on pages 21 and 22 In summary we rdentfy three different
genenc types of nsk and uncertainty Regulatory nisks encompass the nisks to our business of increased regulatron of the sale of
aleohol, health and safety in the workplace and pensions Economic and market conditions include the nisk to the business due
to the strength or otherwise of the economy, cost pressures, in partcular from utlities, and changes (n consumer trends The
thurd type of risk that our business 1s exposed to are operational nsk such as damage to our property, brands or reputation and
our reliance on information systems to operate efficiently on a daily basis

James Douglas

Finance Director Al OM

16 June 2008
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Risks and Uncertainties

In the course of its normal business, the Company continually assesses and takes action to mitigate the varous risks
encountered that could impact the achievement of s objectives As detalled in the Corporate Governance Report, there are
various systems and processes in place to enable the Board to momitor and control the Company's management of nisk The
Audit Committee regularly reviews the effectiveness of this process and seeks to ensure that management’s response 15 adapted
appropniately to the changing environment

The following sets out what the Beard considers to be the principal nisks which affect the Company at present, although it 1s not
intended to be a comprehensive analysis of all the nisks that the business may face In addiwon, the key financial nisks to the
Company are detalled in note 27¢ to the financiat statements

Regulatory Risks

Regulation of the Sale of Alcohol

We operate within a heavily regulated industry and there 1s always the nisk that Government may change the regulations in a
manner that may adversely affect us This year the Government raised alcohol duties by 9% and has announced the intention to
increase duties further at a rate of 2% above the rate of inflation for the next four years There is a nisk that such increases may
depress sales or reduce margins in our ndustry

Health and Safety

Of particular importance tn operating a working brewery 1s the health and safety of the Company’s employees In additon,

the provision of lersure facilities to the general public means that health and safety in the pubs 15 also of key concemn to the
business A Health and Safety Comrmuttee 1s in place in order to oversee the operation of the Company's numerous health and
safety pohicies and procedures, and te regularly updale its traiming programme to ensure that all nsks are identified and properly
assessed and that relevant regulation is adhered to

Pensions

The Company operates several pension schemes including a defined benefit pension scheme  Afthough the defined benefit
scheme 1s now closed to new entrants, there remains 2 significant pension liability on the balance sheet There is therefore a

nsk to the Company that a change in legislation could impact cash flow by setting a mmimum funding level that 1s above the
Company's current contnbutions or requinng higher contributions by a change to the basis of calculating the scheme deficit The
Company has a programme in place to reduce the deficit and made an additional contribution of £8 5 milion in the 52 weeks
ended 29 March 2008 and have agreed with the Trustees to make further annual additional contributions of £0 5§ million 1n order
to reduce the deficit further n addiven, management closely monitors developments in relation to pension scheme funding

Economic and Market Conditions

Strength of the Ecenomy

As parl of the leisure industry, we remain exposed to the overall strength of the UK econemy and its influence on consumer
spending The Company constantly invests mn i1s key brands and ensures it takes advantage of the opporturities presented to
€NCOoUrage customers Into Its pubs

The Group mamntains a fugh quahity of operation and product in orderto maintain its competitive position However, the Group's
pubs compete for consumers with a wade vanety of other branded and non branded pubs and restaurants as well as off icences,
supermarkels and other leisure outlets We constantly review the position of our pubs in the market and consider that our
differentrators and brands put the Company in the besl possible position for the current marketplace
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Risks and Uncertainties
continued

Cost Increases

Uuhties and agricultural produce such as hops, malt and barley as well as food produce are significant inputs for the Company
and have been subject 1o considerable price increases in recent years Further input cost increases could impact the Company’s
profitability Management has in place arrangements with same of its key suppliers to secure supply and prices for the medium
term (thereby also enabling the business to plan effectively}, but such measures can do no more than delay cost increases
shoutd they be sustained

Consumer Trends

tn the UK, consumption of alcoholic beverages has become the subject of considerable social and poltuical attention in recent
years Increasing public concern over alcohol related social problems, including underage drnnking and health consequences
associated with the misuse of alcohol, has contnbuted to dechning sales of beer n the UK The Company takes these issues
senously and continues to support the industry’s campaigns on these issues and to market its products as premium beverages
to be drunk in moderation in a social environment More generally, management frequently carnes out research amongst its
customer groups to ensure It reacts to changng consumer preferences

Operational Risks

Griffin Brewery Site

The Company's head quarters and sole brewing facility are based at the Gnffin Brewery site in Chiswick A disaster at this site
would seriously disrupt operations We take various measures to mitigate the impact of such an event For example we store

rectpes and yeast off-site and have formal and informal arrangements in place 1o use alternative facilites, but such measures

cannot fully rephcate the Chiswick operations

Brands and Reputation

Fuller's has a range of strong brands and has established an excellent reputation 1n the market There 1s therefore an ever
present risk to the business from incidents which could matenally damage the reputation of one or more of its brands or from a
falure to sustamn their appeal to its customers It 1s impossible (o plan for every eventuality, however the Company's nsk register
is regularly updated and there 1s a robust system of internal controls, as detaded in the Corporate Governance report

In particular, the Company s beer could become contaminated at source or outlet, which could damage the reputation of the
brand and deter customers The Company reduces this risk to an acceptable level by ensuring that the business is operated to
the highest standards with significant investment in security, quality control and cleansing, together with insurance coverage for
preduct contamination tn addition, the Company runs a very successful traming programme covenng all aspects of the pub
operations and prowides its pubs with on-site techmical support

Information Technology

The Company 1s increasingly reliant on its information systems 1o operate on a daily basis and trading would be affected by any
stgnificant or prolonged failure of these systems To mimrmse this nsk the IT function has a range of policies in place to ensure
that 1n the event of anissue normal trading would be restored quickly, incorporating a formal Disaster Recovery Plan, a system of
back ups and external support for hardware and software
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Directors’ Report

The Directors present their Annual Report together with the audited financial stalements for the 52 weeks ended 29 March 2008 .

A) BUSINESS ACTIVITIES AND DEVELOPMENT
The Chairman's Statement on pages 2 to 13 of Part | includes infarmation about the Group's principal actvities, the business and
financial performance during the year and indications of likely future develepments

Dividends

The Company paid an intenm dividend of 2 80 pence an the 40p ‘A’ and “C’ ordinary shares and 0 28 pence on the 4p'B’
ordinary shares on 4 January 2008 and the Directors now recommend 3 final dwidend of 6 90 pence on the 40p'A and 'C’
ordinary shares and 0 69 pence on the 4p ‘B’ ordinary shares This makes a total 8f 9 70 pence on the 40p ‘A’ and ‘C’ ordinary
shares and 0 97 pence on the 4p ‘B ordinary shares for the year

The total proposed final dividend on ordinary shares will be £3,845,000 which together with the 2008 stenm dividend paid of
£1,562,000 and the £120,000 of cumulative preference dvdends paid will make total dividends of £5,527,000

Market Value of Land and Buildings

On 27 March 1999 the freehold properties, with the exception of unlicensed premises and the Brewery buildings, were partially
revalued on an open market “for exisung use” basis, based on a one fifth representative sample, by a firm of professional valuers
From 199% onwards, assets have been retained at the values at 27 March 1999, and have not been revalued further

Since 1999 the Directors have had a seres of informal and sample valuations and are confident that the market value of the
Group’s estate 1s significantly higher than that recorded as book value

B) DIRECTORS

Alist of current serving Directors and their biographies 15 given on page 14 Paul Clarke was a Director of the Company untll
30 Apnl 2008, having served as Finance Oirector for seventeen years Anthony Fuller, John Roberts and Nick MacAndrew retire
by rotation at the Annual General Meeting and offer themselves for re-election James Douglas was appainted to the Board on
10 September 2007 and offers himself for election MrReberts and Mr Douglas have roling service contracts of 12 months
duration Mr Fuller and Mr MacAndrew do not have service contracts but have been invited to stay on the Board until july 2010
and September 2009 respectively

Drrectors’ Interests
Detalls of Directors' interests in the share capital of the Company. their share optiens and allocations under the Long Term
Incentive Plan (“LTIP") up to 30 May 2008 are given in the Directors’ Remuneration Report

Related Party Transactions
Details of related party transactions involving Directors are given in note 34 to the financial statements

Indemnity Provisions

The Company's Articles of Association previde the Directors wath indemmities in relation to their duties as Directors, including third

party ndemnity prowisions (within the meaning of the Companies Acts) Directors contracts were reviewed when James Douglas !
recently joined the Board and all of the Executive Directors’ contracts now contain a clause which states “the Executive shall be

indemnified out of the assets of the Company against any hability incurred by lum as a Director or other officer of the Company in

defending any proceedings (whether civil or criminal) in which judgement s given in hus favour or in which he 15 acquitted orin

connection with any application under the Companses Acts in which relief from ability 1s granted o him by the court from hiability

for neghgence, default, breach of duty or breach of trust he may be guilty of in relation to the afiairs of the Company ™

The Company purchases insurance cover for Trustees of the Company’s final salary pension scheme Paul Clarke was a Trustee
unt! his retirement and the appointment of James Douglas as a Trustee has recently been proposed
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Directors’ Report
continued

C) CORPORATE RESPONSIBILITY

Employees

The Directors continue to attach a high prionty to maintaimng communicatrons with alt employees thus encouraging a common
awareness of the financial and economuc factors affecting the Group The communications policy, which 1s in operation
throughout the business, 15 designed to ensure the successful cascading of information A structure of Consultavon Committees
both at Divisional and Corporate level 1s 1n place to facilitate a dialogue between the Company and representatives of all
employees including union members The Committees include a number of Divisional Directors who report on relevant matters
and performance in respect of the parts of the business they are responsible for Directors address the workiorce on relevant
matters such as the half year and preliminary results The Company issues the “Gnffin” magazne, which 1s sent to all employees
and shareholders and the Managing Directors of both Fuller's Inns and the Fuller's Beer Company publish fortrughtly internal
newsletters Qualifying staff may benefit from a Savings Related Share Option Scheme and a Share Incentive Plan, which serve
to encourage staff inlerest in the Group’s performance

The Group's recrutment policy 1s designed to ensure that alf applications for employment, including those made by persons
covered by the provistons of the Disability Discnmination Act, are given full and fair consideration, in light of the applicants’
particular aptitudes and abiities The Group alse has an equal apportunity policy which is designed to ensure that all employees
are treated equally in terms of training, career development and promotion etc Where employees develop a disability during
their employment by the Group, every effort wall be made to continue ther employment and arrange for appropnate traming,

as far as 1s reasonably practcable

Traiming employees at all levels has always been a pnonty at Fuller’s and in December 2007 the Company was delighted to be
the recipient of the BII's (formerly the British Institute of Innkeeping) Award for innovation in training

Political and Charnitable Donations
Contnbutions for chantable purposes amounted to £67.000 (2007 £67,000} No pelitical donahons were made

Fuller’s and the Community

As a Company, we take ourrole in the commuruty very seriously and are keen to support a number of local causes both around
the Brewery in Chuswick and our distnbution centre in Horndean In addition, our pubs also support activity in their own local
areas The iniuatives Fuller's supports include Chiswack House, Chiswick Pier and 1ts affiliated hifeboat and the Hospital of St Cross
in Winchester, where we supply the beer for the Wayfarer's Dole, which 1s given out to visitors

We also sponsorthe Chiswick High Read Christmas lights, the Chrswick House Opera and a local 10-mile running race, the
Thames Towpath Ten, which fits in well with our pasition as the Official Beer of the Flora London Marathon

In addition, we prowide around £100,600 worth of products for use as prizes at local chanity fetes and bazaars, supporting
numerous causes from local school fundraisers to major national chanties The main charity which we support, Cancer Research
UK, continues to benefit from our orgamsation of the annual tondon Pnde Walk, which raised nearly £66,000 in 2007 and a total
of over £1 million during the 12 years since its inception

Suppher Payment Policy

The Group informs and agrees wath its suppliers in advance its payment practice and will abide by those terms for all vahid
transactions The Group pays UK trade suppliers at the month end following the month of invosce Overseas supphiers (mostly of
wine} are paid between two and three months after the month of invoice, depending on delivery times from the country of ongin
The average amount of credit taken from suppliers as at the year end for the Group and Company was 45 days (2007 45 days)
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Directors’ Report
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Environment

The Company is commutted to minimising s impact on the environment by reducing its carbon footpnnt, encouraging
recychng and using monitoring and controling techmques in order to reduce energy use A cross functional team has been
formed 10 target dilferent operational aspects affecting the environment and to share best practice A scoping study has also
been undertaken with the assistance of the Carbon Trust, which indicated that the Brewery has worked well to optimise energy
usage, whilst there 1s stll work to be done i the pub estate

Recyching Raw Materials

The process of brewing beer involves the use of natural products, primartly malted barley, hops, yeast and water As with all food
products, beer by nature recycles through the food chain Surplus matenals from the brewing process, e g excess yeast, spent
grains and trub {a mixture of malt protein matenal, spent hops and yeast) are recycled mto cattle feed and other food products

Energy
Energy used within the brewing process 1s captured and recycled as much as possible The Company 1s committed to

complying with the Climate Change Levy as part of a brewing sector agreement with the British Beer and Pub Association
{(“BBPA") The Company has trialled smart meters in the pub estate and 1s currently evaluating the results, prior to making an
investment This will enable energy consumption to be monitored closely and assist in reducing consumption further

Further new equipment purchases, upgraded process control across the supply chain and improvements in related operational
procedures have once again reduced the Company's Energy Efficrency Quotient (*EEQ”), which means that the Company
continues to be on track to meet its revised EEQ targets up to the year 2010 Due to this caprtal (nvestment and change in
operations the Company has accrued a sum of carbon credits which the BBPA held on 1ts behalf

Water

The Company has reduced the amount of water used to make each pint of beer by almost half in recent years Qver 80% of the
gentlemen’s toilets 1n the pub estate have had water management systems installed and the Company continues o fock for ways
to mnimise consumpuion, replacing where posstble with water efficient equipment

Waste Recycling

The Company continues to meet its responsibilities in respect of the recycling of packaging waste with recyching now including
cardboard, pallets, locator boards, toners, cartndges and other IT equipment light bulbs and plastic film Fulter's has tasked its wasle
management contractors to increase the proportion of waste being recycled n the pub estate and this has led to an increase in
volumes of glass being recycled and cardboard collections being introduced, where routes exist Fuller's continues to challenge its
food supphers to reduce packaging and use returnable trays for delivenes, and all waste edible oil 15 recycled into bio fuels

D) KEY PERFORMANCE INDICATORS (“KPIs")
Details of the Group’s XPIs can be found in the Financial Review on page 18 1n addition a definition of the key terms used 1s
included in the Glossary

E) TREASURY POLICIES
The Group Treasury policies are discussed tn the Financial Review on page 20

The main nsks associated with the Group's financral assets and liabilities are set out in note 27 1o the financial slatements

F) RISKS AND UNCERTAINTIES
Details of the principal nsks and uncertainties that the Group is exposed 1o can be found in the Risks and Uncertainties
statement on pages 21 and 22
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G) SHARE INTERESTS
At 30 May 2008 the following disclosable interests of shareholders (other than Directors) had been notiited to the Company

% 'A’ ordinary shares % 'B’ ordinary shares % 'C’ ordinary shares
Name of 40p each Name of 4p each Narng of 40p each
Aberdeen Assel Sir) HF, Messrs A F SirJHF, Messrs AF
Management PLC and and EF Fuller 16 26 and E F Fuller 304
its subsidiaries 607 J F Russell Smuth MrH D Williams 593
AEGON Asset Management Charitable Trust 766 Mrs } C Turner 503
UK plc and associated entites 509 A B Earle Chantable Trust 462 Miss S M Turner 191
Legal & General Group Plc and Mrs S B Stuart 459
associated entities 472 Dunarden Limited 160
The Estate of Miss A B Earle 416 Mr R D lnveranty 352
Dunarden Limited 304 Mr G F Inveranty 348
MrRH F Fuller 340
MrH D Willams 322

H) SHAREHOLDER MATTERS

Special Bustness at this Year's Annual General Meeting

Details of the items requinng explanatien at thts year's Annual General Meeting and relfated class meelings are included in the
circular to shareholders dated 24 June 2008, at the back of which 1s the Notice of Meeting

Purchase of Own Shares

Althe Annual General Meeting of the Company held on 24 July 2007, the Company was gwven authanty to purchase up to
4,854,548 ‘A’ ordinary shares This authonty will expire at the Annual General Meeting and shareholders will be asked to give a
similar authority to purchase shares up to 15% of the ‘A’ ordinary capital at that date

Duning the year the Company purchased 3 total of 528,665 40p ‘A’ ordinary shares at a total cost of £3,492,855 The Company's
maximum 1ssued ordinary share capital during the year was £22,793,727, which ncluded £13,331,045 40p ‘A ordinary share
capital The 2008 share purchases therefore represented 2 32% of the maximum 1ssued ordinary share capital (3 97% of the
Company’s 1ssued ‘A’ ordinary share capital) Taking into account all the buybacks since December 2001, 15 09% of the
Company's 1ssued ordinary share capital (20 74% of the Company’s 1ssued ‘A" ordinary share capital} has now been purchased
The Directors beheve that further purchases are in the best interests of shareholders and wilt increase earnings per share

In addition to these purchases, the Company Employee Share Ownership Trust purchased a total of 63,500 40p ‘A ordinary
shares at a total cost of £458,094

Own shares purchased have not been cancelled During the year 192,792 of these shares were reissued in connection wath the
Savings Related Share Optron Scheme, the Executive Share Option Scheme and the Senior Executive Share Option Scheme,
generating net cash proceeds of £374,978 The remaimng 1,131,188 40p ‘A’ ordinary shares are currently held as treasury shares

I) TAKEQVERS

In connection with the Takeover Directive Disclosures, we are required to provide certain information for the first ime this year
Information on the Company’s capital structure and related restrictions 18 given In note 28 to the financial statements Details of
significant shareholdings are given i Section G) above
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FS T Trusiee Limited, holds 1 25% of the 1ssued share capital of 40p ‘A" ordinary shares on behali of employees of the Company
who are participants In its Share Incentive Plan In respect of the shares that have been allocated, FS T Trustee Limited exercises
voting nights 1n relation to those shares, having consulted with the participants about their vot:ng intentions

Computershare C1 holds 0 52% of the 1ssued share capital of 40p ‘A’ ordinary shares and 1 93% of the 1ssued share capital of 4p
‘B’ ordinary shares in trust on behalf of participants in the Company’s Long Term Incentive Plan and exercises voung nghts in
relation (o those shares, having consulted with the participants about their voting intentions

The cuirent Articles of Association state that the Board may appoint Directors and that at the subsequent Annual General
Meetng, shareholders may elect any such Director Alternatively the Company may directly appoint a Director The Arucles also
contain the power for the Company to remove any Director by special resolution and appoint someone in his place by erdinary
resclution There are vanous other ctrrcumstances under the Articles which would mean that the office of a Director would be
vacated including if he resigns, becormes of unsound mend or bankrupt

At every Annual General Meeting of the Company one-third of the Directors, orif thewr number 1s not three or a muluple of three,
the number nearest to one-third, but at least one, must retire by rotation The Directors to retire are those who have been
jongest in office As between those who were appomied or reappointed on the same day, those to retire are determined by lot

A reunng Directoris eligible for re-electuion

Subyect 1o the Company’s Memorandum and Articles of Association and UK legislation, the business of the Company is managed
by the Board which may exercise all the powers of the Company The Arlicles of the Company have a secbon entitled “Powers
and Dutes of the Board” which set cut powers such as the rights to establish local boards, to appoint agents, lo delegate, to
provide for its employees and to appoint persons with the designatron “director” without implytng that the person 1s a Director of
the Company There are further sections of the Artscles entitied “Allotment of Shares” seting oul the Board s power (o 155ue
shares and purchase 1ts own shares, and a further section entitled “Borrowing Powers’ setling out the prowisions coricerning the
Company’s power to borrow and give secunty The Directors have been authonsed to allot and 1ssue ordinary shares These
powers are exercised under authonty of resolutions of the Company passed at its Annual General Meeting.

The Company has entered into a number of agreements with the major brewers operating in the UK, under which we both buy
and sell beers, and these agreements may be terminated by the other party should the Group undergo a change of control

In the event of a change of contrel the Company 1s obliged to notify its main bank Lenders of such The Lenders shall not be
obliged to fund any new borrowing requests and the facilities will lapse after 30 days after the change of control if terms on
which they can continue have not been agreed All borrowings including accrued interest will become repayable within 10 days
of such a lapse

Divisional Directors have contracts which could result n them recenving compensation of either one or two year's annual salary
{depending on when they were appointed) for foss of office that occurs because of a takeover bid There are no other
employment contracts with such terms

By Order of t(te Board

Marie Gracie, FCIs Gniffin Brewery
Company Secretary Chiswack Lane South, Chiswick
16 June 2008 London W4 2B
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Directors’ Statements

Corporate Governance
A full review of Corporate Governance appears on pages 29 to 32

Statement of Directors’ Responsibiities in Respect of the Financial Statements
The Directors are responsible for preparing the Annual Report and the financial statements, in accordance with applicable Urited
Kingdom law and those International Financial Reporung Standards (“IFRSs”) as adopted by the European Uruon

The Directors are required to prepare financial statements for the financial year which present fairly the financial position of the
Company and of the Group and the financial performance and cash flows of the Company and of the Group for the financial
year In prepanng these financial statements, the Directors are required to

« select suitable accounting policies and then apply them consistently,

« present information, including accounting policies, 1n a manner that provides relevant, reliable, comparable and understandable
information,

» provide additional disclosures when compliance with the specific requirements in IFRSs 15 insufficient to enable users to
understand the impact of parucular transacttons, other events and conditions on the Group and Company’s financial position
and financial performance, and

« state that the Group and Company have complied with IFRSs, subject to any matertal departures disclosed and explained in the
financial statements

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
financial pesition of the Company and of the Group and enable them to ensure that its financial statements comply with the
Companies Act 1985 and Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Group and
hence taking reasonable steps for the prevention and detection of fraud and other irregularines

The Directors confirm, to the best of ther knowledge

« that these financial statements prepared in accordance with IFRS, as adopted by the European Unmion, give a true and fair view
of the assets, liabilities, financial positton and profit of the Company and the Group, and

» that the management report includes a far review of the development and performance of the business and the position of the
Company and the Group, and a description of the nsks and uncertainues faced

The Directors of Foller, Smith and Turner PL C are bsted on page 14

Directors’ Statement as to Disclosure of information to Auditors
The Directors who were members of the Board at the time of approving the Directors’ Report are listed on page 14 Having
made enquines of fellow Directors and of the Company’s auditors, each of these Directors confirms that

+ to the best of each Director’s knowledge and belief, there 1s no nformation relevant to the preparation of this repert of which
the Company’s auditors are unaware, and
= each Director has taken all the steps a Director might reasonably be expected to have taken to be aware of any refevant audit

information and to establish that the Company's audntors are aware of that information

Going Concern

On the basis of current financial projections and facilies available, the Directors have a reasonable expectation that the Group
and Company have adequate resources to continue in operational existence for the foreseeable future and, accordingly, consider
that it 1s appropnate to adopt the going concern basis in prepanng the financial statements

James Douglas

Finance Director A ﬂ el

16 June 2008
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Corporate Governance Report

A) THE BOARD

The Beard comprises the Chairman, four other Executive Directors, three independent Non Executive Directors, and two other
Non Executive Directors, {one of whom also has the honorary role of President), thus providing an appropriate Board balance
The Board 1s responsible to the shareholders for the good standing of the Company, the management of its assets for optimum
performance and the strategy for its future development The Directors’ biographies are on page 14 Ronald Spinney is the Senior
Independent Director All three of the independent Non Executive Directors are determined by the Board to be independent in
character and judgement and there are no relationships or circumstances which could affect or appear to affect their judgement,
all are appointed for specified terms The details of all Non Executive Directors’ respective arrangements are as set out in the
Drrectors’ Remuneration Report on pages 33 to 43 and are avallable for inspection at the Company's registered office

Board Meetings
Atmain Board meetngs the agenda usually comprises a review of the management accounts and other financial matters led by
the Finance Dwrector and reports from the Chairman, the other Executive Directors, the President and the Company Secretary

The June and November meetings also cover the approval of the annual results and half year financial resuls respectively and
ihe March meeting deals with the approval of an annual budget In November an additional two day oif site meeting 1s held
which focuses on a strategic review From tme to time divisional directors and/or senior managers are invited to join Board
meetings to make presentations In order to ensure that the Board 1s supplied with information 1 a tmety manner, papers for
Board meetings are circulated a week In advance and the Chairman menitors the quality of the Board papers The duties of the
Board and 1ts Commuttees are set out in therr lerms of reference (which are reviewed annually) and there 1s a formal list of
Matters Reserved for the Board {which is also regularly reviewed} This disunguishes between matters reserved for Board and
Executive Committee discussion Examples of matters reserved for Board decisions are the determination of strategy, approval of
major acquisiions or dhsposals and budget approvals Examples of matters delegated to the Executive Committee are approval of
significant contracts and revisions to health and safety policy The Board met formally on eight occasions duning the year under
review All Directors appointed at the ime attended all of these meetings

The Non Executive Directors meet several times a year, under the leadership of the Senior Independent Director, without the
Executive Directors present Where necessary they will discuss matters directly with the Chairman The Non Executive Directors
meet annually to appraise the Chairman’s performarice, taking into account views expressed by the Executive Directors

There 1s 1n place a procedure under which Directors can obtain independent professional advice The Directors also have access
to the advice and services of the Company Secretary who 1s responsible to the Board for ensunng that Board procedures are
comphed with The Directors are satisfied that any concerns they raise at Board meetings are recorded in the minutes The
Company maintains appropnate insurance cover in respect of legal actien against its Directors and Officers

The Executive Directors attend traimng courses as appropnate and recewve regular specialist briefings Both the Board and the
Executive Commuttee wisit Company premises as part of the Board meeung programme

The Chairman does not have any other significant commitments which constram his ability to fulfil bus role His responsibilities
are set out In 3 Job descripuon which has been approved by the Board The Chairman 15 also Chairman of the Bntish Beer and
Pubs Association, a role which the Board believes enhances his ability to fulfill bus role as Charman of the Company
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Corporate Governance Report

contnued

Board Evaluation

The processes for Board evaluation include the aforementioned evaluation of the Chairman by the Non Executive Directors, !
the appraisal of the other Executive Directors by the Charman and the appraisal of the Non Executive Directors by the

Chairman and Executive Directors As part of these evaluations, committee work 1s constdered where apphcable The

Chairman also discusses ndividual performance and committee work with all Directors and acts as overall co ordinator of the

appraisal process Should action be required as a result of the process, the Chairman makes the necessary arrangements The

Remuneration and Audit Committees also annually review their own performance

The Articles of Association of the Company ensure that all Directors are subject to re-election 2t regular intervals and at the
first Annual General Meeting ("AGM™) after their appointment

B) BOARD COMMITTEE STRUCTURE
The Board has a number of commuttees incfuding the following

The Executive Committee of the Board comprtses all Executive Directors and meets monthly under the Chairmanship of
whchael Turner, to deal with all executive business of the Company not specifically reserved for the Board or Board
Committees

The Nomunattons Committee consists of James Espey, Ronald Spinney and Michael Turner, who 1s Chairman It 1s responsible \
for nominating candidates for appointrnent as Directars, for approval by the Board The Commuttee met once during the year
to consider the appotniment of a new Finance Director and all members attended the meeting This appointment was handled
by an external search consultancy who met with the Executive team and the Chawrman of the Audit Committee Lo take their
bref, and who then presented a number of candidates to the Company A short list of candidates was interviewed before a
recommendatizn was made by the Nominations Committee

Information about the Remuneration Committee and remuneration pelicy 1s given in the Directors’ Remuneration Report

The terms of reference of the Nomunations and Remuneration Committees of the Board are available on the Company’s
website

C) AUDIT AND ACCOUNTABILITY

The Audit Commuttee of the Board I1s chaired by Nick MacAndrew, Fca who was formerly chief financial officer of Schroders
ple and who brings recent and relevant financial expenence to the Committee The other Commuttee members are Ronald
Spinney, Nigel Atkinson and James Espey The Committee met four imes during the year and all Commtittee members
attended all meetings, save that one Director was unable to attend one meeting The Commuttee’s terms of reference are
avallable on the Company’s website

The Audit Committee has a meeting planner which sets out the basic tems to be covered at its regular meetings At the June
meeting the Commitiee reviews the preliminary announcement and the report and accounts In Septernber the key items are
a review of all aspects of the performance of the extemal auditors, agreeing the scope for the next external audit and the audit
plan A report on Internal Audit is received, and one on whistle blowing, and the Committee reviews its own effectiveness At
the November meeting the focus 1s on reviewing the half year report At the January meeting the key ilems are risk
management and external audit fees Another report on Internal Audit is given

As menbioned above there 1s in place a whistle blowing policy, which 1s overseen by the Audit Comenittee, and which allows
staff to raise any concerns in confidence
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Corporate Governance Report
continued

Auditors

The Group's auditors provide services In relatton to routine tax comphiance and adwvice on property acquisitions and disposals
It 1s Group policy to seek third party quotations if the auditors are oifered the opportumty to provide any other significant non-
audit services The Audit Commultee reviews and sets linuts for the amounts which can be spent on non audit items and has
put m place controls over such expenditure to ensure that auditor cbjectivity and independence 1s safeguarded

The Group's auditors also audited the Company’s defined benefit pension scherme but via different partners and out of 2
different office They competed in an open tender process for this work, and a further tender process 15 currently being
undergone

Internal Control
The Board has overall responsibility for the Group's system of internal controf and reviewing its effectiveness The system 1s
designed to provide reasonable but not absolute assurance of

- the mitigation of nsks which might cause the failure of business objectives,
- no matenal misstatements or losses,
» the safeguarding of assets against unauthonsed use or disposition, and

- the mantenance of proper accounting records and the reliability of financial information used within the business or for
publication

A review of the effectiveness of the Group's system of internal control has been carried out by the Directors and reviewed by
the Audit Committee, including taking account of matenal developments since the year end The review covers all matenal
controls Including financial and operationai controls, comphance and risk management systems The Board has established
procedures necessary to implement the Turnbull Guidance (“Internal Control Guidance for Directors on the Combined Code™)
for the full financial year This was achieved through a senes of annual nsk assessment workshops These resulted i the
Company ranking the risks facing the business, reviewing the associated controls and agreeing the necessary course of action
Regular meetings chaired by the Executive Directors and the Company Secretary are held in addition to the workshops in order
to assess the effectiveness of the controls identified and te confirm the necessary action points

In addition to these annual workshops and monthly meetings, key elements of the system of internal control include

« clearly defined levels of responsibility and delegation throughout the Group, together with well structured reporting lines up to
the Board,

« the preparation of comprehensive annual budgets for each dwsion, including commentary on key business opportumities and
nisks, approved by the Executive Directors and further reviewed by the full Board on a consolidated basss,

- an Executive Committee review of actual monthly results against budget, together with commentary on sigrntficant vanances
and updates of both profit and cash flow expectauons for the year,

« a detaled mvestment approval process requinng Board authonsation for all major projects,
« detaited post implementauon appraisals of major capital expenditure projects, and

- regular reporting of legal and accounting developments to the Board
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continued

C) AUDIT AND ACCOUNTABILITY continued

The Company does not have a formal Internat Audit function However, it carries out internal audits on financial areas
according to a programme agreed between the Audit Committee and the Finance Director, and with, as appropriate,
input from the Managing Directors and the external auditors The audits are co-ordinated by an experienced senior
member of the Finance Team and are undertaken by other members of the Finance Team, in each case the person
undertaking the audit 1s independent of the area which 1s the subject of the audit The Internal Audit reports, the
management responses and the recommended actions are presented in summary form to the Audit Commuttee on a
regular basis

Among the areas audited in the financial year were cash receipts in the brewery, supplier contracts, customer trading
terms and the autherisation of capital purchases

In addition, the Company employs retall business auditors whe do not have a direct report into the Audit Committee but
who monitor the controls in place in the Managed Pub estate, in particular those over stock and cash This team reports
directly to Fuller’s Inns Chief Accountant There 1s also 3 quality systems team at the brewery, who ensure that the beer
produced is of a consistently high quality This team reports to the Fuller's Beer Company Managing Director

D) RELATIONS WITH SHAREHOLDERS

The Company 1s always willing to meet with its institutional shareholders and has a programme of such meetings over the
year The Company believes it s most appropnate for the Chairman and the Finance Director Lo hold these meetings and
they are joined by the Managing Directors of Fuller's Inns and the Fuller's Beer Company in making the prehminary and
half year announcements to the City The Chairman and the President are the key contacts with the Company's family
shareholders and the President has a specific role to keep in touch with those shareholders The Code recommends that
the Senior Independent Director and other Directors as appropriate should maintain sulficient centact with major
shareholders to understand theirissues and concerns All major shareholders have indicated that they are sausfied with
current arrangements The Senior Independent Directar and the other Non Executive Directors are alf wiling 1o be
contacted by shareholders should they have any concerns which have not been resolved through the normal channels
All Board members do recewve copies of feedback reports from the City presentations and follow up meetings with
shareholders thus keeping them all in touch with sharehalder opinion The Board supports the use of the AGM to
commumicate, 1IN particular with private investors, and the format of the AGM 15 designed with this 1n mind Instituttonal
investors are encouraged Lo attend the meeting, where all shareholders have the opportunity to meet the Board

E) COMPLIANCE

The Board supports the principles, the supporting principles and the provisions of corporate governance as set aut In
the Revised Combined Cade on Corporate Governance (“the Code”) The Company has complied with the requirements
of section 1 of the Cade, as applicable to a smaller quoted company, throughout the financial year except with respect to
Non Executive Directors and their meetings with sharehalders, as explained in section D) above, and the constitution of
the Remuneration and Audit Committees, where Nigel Atkinson, who 1s not an independent Non Executive Director, sits
on those Committees The Board is happy that the deliberations of both Commuttees remain independent, since in each
case three independent Non Executive Directors sit on them with Mr Atkinsen The Board has determined that James
Espey remains an independent Non Execuuve Direclor, nolwithstanding that sn july 2007, he had served nine years since
he was ongnally elected by shareholders Mr Espey retires from the Board in July 2008 The positton of Executive
Chairman of the Company 1s not 1n accordance with provision A2 1 of this Code, but the Board, having consulted with
shareholders, remains of the view that having Michael Turner in this role prowvides leadership and expenence that s in
the best interests of the Company
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Directors’ Remuneration Report

The pnncipal purpose of this report for the 52 weeks ended 29 March 2008 is to inform shareholders of the Group s policy on
Directors’ Remuneration, as recemmended by the Remuneration Commuitiee The report has been approved and adopted by the
Board and has been prepared 1n accordance with the requirements of the Companies Act 1985 and Schedule 7A thereto, the
Listing Rules and the Revised Combined Code on Corporate Governance (*the Code™) The information contained in the tables
on pages 34, 36 to 37 and 39 to 40 and in the desenption of non-cash emoluments In section A) and i the information about
opuions and the Long Term Incentive Plan outhined n sectons C) and D), 1s subject to audit

An ordinary resolution will be put to shareholders at the Annual General Meeting ("AGM”) on 23 July 2008 inwviting them to
consider and approve this report

Remuneration Committee

The Remuneration Committee members are Ronald Spinney {(Chairman), James Espey, Nick MacAndrew and Nigel Atkinson
Members of the Committee have no personal financial interest in the Company, other than as shareholders and Directors
The Committee had four formal meetings in the year under review and all Committee members were present at all meetings

Details of the payments made to Non Executive Directors are set out on page 34

The Commuittee is provided with independent advice from external consultants Xafinity Consutting Limited provided the
Committee and the Company with advice on matters relating to pensions BDO Stoy Hayward LLP provided the Cormmittee and
the Company with advice in connection with the Company’s LTIP and share option schemes Both of these consultants have
been providing advice to the Company for some years and were not specifically appointed by the Commitiee

The Chairman of the Company, Michael Turner, may be invited to attend meetings and advise, as appropriate, on the
remuneration and performance of the other Executive Directors and related matters

The Committee 1s adwised internally by the Company Secretary, Mane Gracie who also acts as Secretary to the Committee, and a
number of other members of the senior management team, depending on the 1ssues being cansidered

Remuneration Policy

ft1s the policy of the Remuneration Commuttee to provide competilive packages for the Executive Directors, which reflect the
Group's performance against financial objectives, reward above average performance and which are designed to attract, retain
and motivate high calibre executives The Commuttee seeks to structure total benefit packages which align the interests of
shareholders and Executive Directors To this end, the Committee believes that it s appropniate to have a significant praportion
of Executive Directors’ packages made up of performance related elements and this is reflected in the use made of the
Company’s bonus scheme, Long Term Incentive Plan and share option schemes Duning the 52 weeks ended 31 March 2007,
Deloitte & Touche LLP were appointed to review Directors’ remuneraton The results of the review were discussed by the
Commuttee and recommendations were made which impacted Directors’ base pay and the LTIP scheme In addinon, Executive
Directors’ packages include pension benefits, as discussed in section F) below

Executive Directors’ remuneration 1s the subject of regular review in accordance with this policy The Committee believes that a
successful remuneration policy needs to be flexible so that it can adapt to any future changes 1n the Company’s business
environment and in remuneration practice

The vanous elements of executive remuneratien and underlying policy are as follows

A) BASE SALARY AND BENEFITS

The Committee sets the base salary lor each Executive Director by reference to indvidual and corporate performance,
competitive market practice and independent salary survey information A car allowance ts paid to Directors to allow them to
purchase and maintain cars at their own expense - this 1s a non-pensionable amount Directors ¢an also claim back business
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continued

A) BASE SALARY AND BENEFITS continued
related mileage Othernon cash benefits to Executive Directors include private healthcare and product allowances These
benefits are also extended to some other employees

Duning the year, Simon Emeny was appointed as a Non Executive Director of Dunelm PLC He retains fees of £25,000 per
annum In respect of this positien

B) BONUSES
Executive Directors and semor management participate in the Comgpany's perfermance related bonus scheme by invitation
All payments under the scheme are discretionary and non-pensionable

The Managing Directors of Fuller's Inns and of the Fuller’s Beer Company earn a bonus in part by achieving key strategic
objectives within the divisions for which they are directly responsible and in pant where the Group achseves a growth targetin
pre ax pre exceptional earnings pershare The other Board members have bonuses based just on the Group target The
repurchase of shares by the Company 1s one of the factors which ¢can improve pre-tax pre-exceptional earmings per share and
have a positive impact on the level of bonus paid

The target for the bonus, which ts set in March each year for the followsng year, includes the cost of the bonus uself The 2008
scheme for Executive Directors provided a bonus opportunity of a maximum of 50% of base salary

A termination bonus of £42,500 was paid to Paul Clarke after he retired at the end of April 2008, in recognition of his
contnbution to the Company and a successful pencd of handover to the Company s new Finance Director

Directors’ Emoluments and Other Payments
The foltowang table shows a breakdown of the remuneration of individual Directors who served in all or part of the year

Defined Definred

contribution contibution

Basic Car Benefits Total pension Total pension

salary  allowance Fees Consultancy in kind Bonus 2008 2008 2007 2007

£000 £000 £4000 £000 £000 £000 £000 £000 £000 £000

Michael Turner 292 19 - - K] 51 365 - 391 -
TmTurnes 188 6 - 3 27 204 - w3 -
Paul Clarke 177 16 ST D T TR T e o e -
johnRoberts 188 16 - - 3 46 253 13 269 12
Simon Emeny 225 ) 15 o "“-:I_m‘"MSi"H””E?"Z“ “w”:l9““u 3(59 ) 15
James Douglas* 13 9 - - 1 17 140 20 - -
Anthony Fufler e 6 5 B 0 - 1 - -
Ronald Sponey - - 45 - 1 - 6 - a5 -
James Espey - T o 35 o . - 36 - 3% -
Nick MacAndrew -~ - 42 - 1 R
NIgC' Atkinson - - -— T 555“ o —"5—6_ -———“—E_ "““"‘_“ “—_“67“ T "_ 64 -:
Total 1,153 97 182 55 38 203 1,728 52 1,753 27

* james Douglas was apponted a Director on 10 September 2007

C) SHARE OPTION SCHEMES AND THE SHARE INCENTIVE PLAN
The Company encourages Executive Directors, semor management and qualifying employees to acquire and hold Fuller's shares, and
believes that equity based reward programmes align the interests of Directors, and employees in general, with those of shareholders
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1) Executive and Semior Executive Share Option Schemes

The Company has an HMRC approved Executive Share Option Scheme {the “Approved Scheme”) which incorporates
performance targets and restiictions and was approved by shareholders at an Extraordinary General Meeting in December

1998 The scheme has a ten year life and accordingly, shareholder approval for a replacement scheme 15 being sought at the
forthcoming AGM, although the first grants under the new scheme are not expected to be made unul 2009 Under the Approved
Scheme, senior executives and other staff may be 1ssued share options up to the HMRC maximum value of £30,000 at any

one time

For options to vest, growth in earnings per share adjusled pnncipally to exclude exceptionat items ("Normalised EPS”) must
exceed growth in the Retad Price Index {"RPI") by at least nine per cent over the three year vesting penod Once the options
have vested they must be exercised within the following seven years The performance targets and restrictions are considered
to be a realistic test of management performance and were chosen because they are consistent with corporate profit growth
objectives and ensure that options only become exercisable against the background of a sustained real increase in the financial
performance of the Company

The Company also has a Semior Executive Share Option Scheme (the “Senior Scheme”) which shareholders approved i July
2003 and amended 1n July 2004 The maximum benefit granted under the Semior Scheme equates to 20% of salary per annum
subject lo the discretion of the Remuneration Committee Participants in the Senior Scheme are hmited to senior executives

For options to vest under the Semor Scheme, growth in Normalised EPS must exceed growth in RP| by at least nine per cent over
a five year penod for the imiial grant and over three years for subsequent grants If this i1s achieved 40% of the award will vest If
Normalised EPS exceeds RPI by more than 21%, 100% of the award will vest The performance targets and restncuons are
considered to be a reahistic test of management performance and were chosen because they are consistent with corporate profit
growth objectives and ensure that the options onfy become exercisable against the background of asustained real increase in
the financial performance of the Company Once the options have vested they must be exercised within the following five years
for the imtial grant and within the following seven years for subsequent grants

For both the Approved Scheme and the Senior Scheme the assessment as to whether the performance conditions have been
met 1s retatively straightiorward in that the Remuneration Committee determines this using the earnings per share information
which 1s published in the Company’s Annual Report and Accounts However, the level of vesting 1s confirmed by BDO Stoy
Hayward LLP. based on earnings per share calculations provided by the Company

1) Savings Related Share Option Scheme (the “SAYE Scheme”)

The Company also operates a SAYE Scheme, which 1s available to all Company employees with a year's service Under the SAYE
Scheme, options are granted overthe Company's 40p ‘A’ ordinary shares at a discount of 20% on the prevailing market price at
the time of the grant Eligible employees may agree to save up to £250 per month over a penod of three or five years and then
purchase shares within six months of the end of the term The aim of the SAYE Scheme 1s to encourage share ownership at all
levels of the Company Performance conditons are not applied to the SAYE Scheme

i1) Share Incentive Plan (the “SIP™)

All Company employees with not less than five months service in November in any year, are eligible to receive free 40p ‘A
ordnary shares (n December of that year through an HMRC approved SIP The shares are held by the Trustees of the scheme for
a mimimum of three years and a maximum of five years before being passed on to participants The amount of shares awarded 1s
based on length of service and base salary The maximum value of the shares allowable under the SIP to any indwdual in any
one yearis £3,000 Performance conditions are not applied to the SIP
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conbinued

C) SHARE OPTION SCHEMES AND THE SHARE INCENTIVE PLAN continued
Detalls of all options issued to Executive Directors are given in the table below and detalls of all options 1ssued are in note 29

Directors’ Share Options

Cost of Price
At 1 Apnl options under at Notional
2007 At Exercise Date from SAYE exercise  gainon
or date of 29 March pnce  Date of which Expiry schemes date  exercise
appointment Exercised Issued 2008 £ grant exercisable date  Type & £ £
Michael Tumer 3,880  (3.880) - - 170 1/9/02  1/9/07 1/3/08 S 6596 7125 21049
14150 - - 14180 212 25/6/03 25/6/06 24/6/13 A - T
T T as ST 2 Tanse 220 17/7/03 17/7/08 16/713 v - 2 T -
15,588 -7 Tissss 263 7/7/04 /7007 67414 U - - -
T T80 - - 1660 367 19/7/05 19/7/08 18/7/5 U - - -
T Zam T 2T 33757 293 T1jefos 1/9/10 1/3/11 S 9,889 - -
10,040 - - 10,040 498 18/7/06 18/7/09 W7l U - - -
oo ol - 7985 7985 751 18/7/07 18/7/10 11/7/17 U - -
- 27710827 1,082 604 1/9/07  Af9/12 1/313 S 6535 - -
62,873 (3,880) 9,067 68,060
Tim Turmer 3,880 (3,880) T 270 17902 T/ejor 1/3/08 S 6596 6980 20,486
T T T 150 (aas0) - - 212 25/6/03  25/6/06 24/6/13 A - - -
" 9428 ST 7T To428 T 263 7/7/04  TN0T 6/7/4 U - - -
’ T e - - 645 293 1/9/05 1/9/08 1/3/09 s 1890 o -
""""""""""""" 7028 - - 7028 367 19/7/05 19/7/08 18/7/15 U - - -
5,823 - - 5823 498 48/7/06 18/7/09 11/7/%6 U - - -
N - - 952 392 1/9/06 1/9/09 1/3/%0 S 3713 - -
T T 4058 4258 751 18/7/07 18/1/10 W/MMT U - - -
‘ - - 65 625 604 1/9/07 1/9/10 /31 S 3755 - <
41906 {18,030) 4,883 28,759
Paul Clarke 11,500 - - 1,500 220 17/7/03 17/7/08 16/7/13 v - - =
T T 10266 (102659 - - 263 7/7/04  1/7/07 6/714 U - 565 31000
) 1262 {1,262) - ~ 208 1/9/04  1/9/07 1/3/08 S 2625 7125 6367
ST T Tess TUTT . 7683 367 19/7/05  19/7/08 18/7/15 U - - -
6425 - - 6425 498 18/7/06 18/7/09 /1116 U - - -
"""""""""""""""""""""" =L 3992 3992 7S 18/7/07 8710 Wi/t A - - -
T T T T e T 798 7s1 18/7/07 18/7/0 /717 v - - -
o - - 1562 1562 604 1/9/07 1/9/10 1/3/m S 9434 - Z
37135 (11527) 6352 31960
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conbinued
Cost of Price
ALT April oplicns under al  Netional
2007 At Exercise Date from SAYE exercise  ganon
ordate of 29 March price  Date of which Expiry schemes date exercise
appointment Exercised Issued 2008 £ grant  exercisable date  Type £ £ £
John Roberts 12180 - - 12780 220 17/7/03 17/7/08 16/1/13 U - - -
T T a0 - B0 170 1/9/03 1/9/08  1/3/09 S 9,554 . -
10873 - - 10873 263 7/7/04 7/7/07 e/7/4 U - - -
) 3130 - - 3130 208 1/9/04 1/9/09 1/3/10 S 6510 S -
U TUgars ST T 8a13 T 367 19/72/05  19/7/08 18/1/%5 A - - -
7228 - - 7228 498 18/7/06 18/7/0% 17/7/6 U - -
"""""""" “ - - 5058 5058 751 18/7/07 18/7/10 17/71/7 U - - -
47,204 - 5058 52,262
Swnon Emeny 14,135 - - 14135 220 17/7/03 17/7/08 /7713 v - - T C
’ 2247 - 17 2247 170 1/9/03  1/9/08 1/3/09 S 33820 - -
12,243 {12,243) - - 263 7/7/04  7/7/07 &/7/34 U - 570 37586
T TG00 0 -0 0T - T9100 367 19/7/05  19/7/08 18/7/15 U - - -
T 4277 - o277 793 /9/6s 1910 173/ S 12532 - -
6,023 - - 6023 498 18/7/06 18/7/09 17/7716 A - - -
""""""""" 2008 Tl 2008 498 18/7/06  18/7/09 17716 W - - -
- - 8323 6123 751 18/7/07  18/7/10 7/7/7 W - - -
50,033 (12,243) 6123 43913
James Douglas - - - - - - - - - - - -
Total | 23935t (45.680) 31483 224954
A Executive Share Cption Scheme S Savings Relsted Share Option Scheme U Senior Executive Share Option Scheme
No Directors options lapsed dunng the year ,
Drrectors’ Options Analysed by Exercise Price {£)
A1 31 March At 29 March
Exercise pnce {£) 2007 Exercised Lapsed Issued 2008
170 T T 15,627 (7.760) A X 14
208 T T e 4392 1.262) - - 3,130
212 28300 0eas0) - T T aaas0
220 T T o 41995 - - T 41995
263 o T 68397 (22,508 - - 35,889
293 Tog2er LT T T ga97
367 T e 43,644 - - T a3e44
392 ) T T T g T T L L - 952
498 “ 37,547 LT T T T g sy
604 oTmoTmTmmemm oL - - 3.269 3,269
751 ST T oo T U g 28,214
Total 239,151 (45,680) - 31,483 224,954

The market price of the shares at 22 March 2008 was £5 58 and the range dunng the yearwas from £5 00 to £7 60
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Directors’ Remuneration Report
corntnued

D) LONG TERM INCENTIVE PLAN (“LTIP")

Shareholders approved the LTIP in December 1998 This scheme has a ten year life and accordingly shareholder approval will be
sought for a replacement scheme at the forthcoming AGM, altheugh the first awards under the new scheme are not expected to
be made until 2009 The aim of the LTIP 15 to ahgn the efforts of Directors and senior managers with the Company's objective of
creaung sharehalder value and increasing earmings per share i the longer term The performance conditions for the LTIP were
chosen accordingly and all subsisting LTIP awards have a performance conditton wholly based on growth in earnings per share
adjusted pnncipally to exclude exceptional items {"Normahsed EPS”) The Normalised EPS based measure ensures that awards
only become exercisable against a background of a sustained real increase int the financial performance of the Company

To assess the awards, the average growth in Normalised EPS ts compared with the growth in inflation over the performance
pertod The performance penod covers three financial years starting from the date of grant No vest occurs if the Normalised EPS
growth fails to exceed the RPi by at least six per cent overthe penod 25% of the award vests if the target 1s hit, and there 15 a
shding scale above that point For a 100% award of shares to be made, growth 1n Normalised EPS would need to exceed the
growth in RPI by 21% or more over the penod The Remuneration Commiitee determines whether the Normalised EPS
performance condrion has been met using the earnings per share information which s published in the Company’s Annual
Report and Accounts BDO Stoy Hayward LLP confirm the Tevel of vesting of awards based on earmings per share calculations
provided by the Company

Under the LTIP, the rules allow for discretionary annual awards of ‘A’ and ‘B’ ordinary shares up to a value representing 70% of a
participant’s salary in any one year Awards to dale have always been made below this maximum level and the amount of each

Award vesting is on a scaled basis, depending on the extent to which the perfarmance critenia are mel For awards made up Lo and

including 2006, where shares vest, participants are invited to re depostt half of their shares for a further three year penod The
Company then makes a matched share award up to the number of shares deposited Both the deposited shares and the matched
shares award are released to the participants 1n full after the second three year penod, providing the participant is stil employed
by the Company As explained last year, the pracuse of offenng matching awards was discontinued after the award made in July
2006 Detalls of the awards made dunng the year to Directors are given in the following tables

In all cases the LTIP grants were calculated by reference to the middle market quotation as at the following dates

A ondinary shares ‘B’ ordinary shares
Date £ £
24 June 2002 208 021
24 June 2003 E L 021
4jly2004 0 S 262 026
18 July 2005 ) o T CoT e 367 037
7)ly 2006 T 498 ) 050
16 July 2007 ) ) S - R ¥
28 November 2007 ) ' 630 063

In all cases shares will vest, subject to performance cntena being attained, within 72 days of the publication of resulis for the
last financial year in the perfermance period
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Directors’ Long Term Incentive Plan Allocation

Total held at Total Monetary

1 Apnl 2007 Onginal  Matching  Matching, heldat  value of

(or date of Granted awards awards  awards Lapsed 29 March vest"

joimng)  dunng year vested granted  wvested dunngyear 2008 £000

Michael Turner A’ ordinary 40p 78,375 19167 (25037} 12517 (3,247) - 8775 210
‘B'ordinary 4p 198,666 47922 (62,595} 31,297 (10,827) - 204,463 54

Tim Turner ‘A ordinary 40p 46,881 10,222 (15145} 7572 (1,290) -~ 48,240 122
‘B' ordinary 4p 118,285 25,557 (37.862) 18.930 (4,300) - 120,610 K]

Pau! Clarke ‘A’ ordinary 40p 33,743 11,500 (16,487) 8,242 (1,324) - 35.§74 o 132
‘B’ ordinary 4p 85,470 28,752 (41,220} 20,610 (4,415) - 89,197 34

John Roberts ‘A ordinary 40p 54,928 12040 (17465) 8732 (1.822) - 56,513 143
‘B’ ordinary 4p 138,858 30,350 {43,662) 21,830 (6,080} - 141,296 37

Simon Emeny ‘A’ erdinary 40p 62933 14,695 (19.662) 9830 (3.004) - 64,792 168
‘B’ ordinary 4p 159,854 36,740 (49160) 24,580 (10,015) - 161999 44

James Douglas ‘A’ ordinary 40p - 7,680 - - - - 1680 -
‘B’ ardinary 4p - 19,200 - - - - 19,200 -

* The market pnce of A shares on the date of vesting was £7 42, and thus we assume a “market"price of 8 shares 0f£0 74

The table above excludes vested shares that have been redeposited with the LTIP trust in order to obtain the matching grant

Directors’ Long Term Incentive Plan Grants Held

Grant LTIP5 LTIP 6 Lme 7 LTIP 8 TP g LTiP 10° Total

Grant date 25june 2002 25 june 2003  05)uly 2004 1% july 2005 18 )uly 2006 17 july 2007

Start of performance perfod Apnl 2002 April 2003 Apnl 2004 Apnl 2005 Apnk2006  Apnl 2007

End of performance penod March 2005 March 2006 March 2007  March 2008 March 2009 March 2010

LTIP grants held at 29 March 2008, including matching

Michael Turner ‘A’ ordinary 40p 5,020 10,352 12,517 18,657 16,062 19,167 81,775
‘B’ ordinary 4p 12,552 25,885 31,297 46,647 40,160 47922 204,463

l:t_m Turner ‘A ordinary 40p 3,547 6,337 7.572 1,247 9.3153 i 10.2_%2 48,240
‘B’ ordinary 4p 8,867 15,847 18,930 28117 23,292 25,557 120,610

Paul Clarke ‘A ordinary 40p 3.640 - 8242 12292 - 11,500 35,674
‘B’ ordinary 4p 9100 - 20,610 30.735 - 28,752 89,197

John Roberts A ordinary 40p 3922 7077 8,732 13.077 11.565 12,140 56,513
‘B’ ordinary 4p 9,807 17,697 21,830 32,697 28915 30,350 141,296

Simon Emeny ‘A’ ordinary 40p 4,645 8.212 9,830 14,560 12,850 1_4:§_9§ i n_¢_54,?92
‘B’ ordinary dp 11,615 20,535 24,580 36,402 32127 36,740 161,999

James Douglas ‘A’ ordinary 40p - - - - - 7.680 7,680
‘B’ ordinary 4p - - - - - 19,200 19,200

* includes LTIP 10a granted to james Douglas akter tus appomtment as a Director The grant date was 29 November 2007, with a performance penod

starting 10 Apaid 2007 and ending it March 2010
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Directors’ Shareholdings

Changes by 30 May 2008
Beneficial - Non Beneficial

29 March 2008
Beneficial Non Beneficial

31 March 2007
Seneficial  Non Beneficial

Michael Turner ‘A ordinary 40p - - 320192 135,880 309,285 139,880
B ordnarydp - C o= 4,392,509 3490974 4339557 3490.974

‘'C' ordinary 40p - - 1,012,820 745,517 995,300 745,517

2nd preference £1 - - 22,993 40,166 22,993 40,166

Tim Tumer __A ourfjlnar!“f-]?p o - - 252,224 139,880 23-1 .082" ___1_:{9:5389
‘B ordinary 4p - - 4453158  3,490974 4425626 3,490,974

‘C' ordinary 40p - - 1,272,052 745,517 1,257.052 745,517

2nd preference £1 - - 22916 40,166 22916 40,166

Paul Clarke Aordnary40p - - 41,393 ) - 41,952 -
‘B’ ordinary 4p - - 164,067 - 134,627 -

John Roberts ‘A ordinary 40p - - 35111 - 27185 -
‘B" ordinary 4p - - 146,767 - 112,775 -

Simon Emeny ‘A ordinary 40p - - 30,624 - 34,085 -
‘B" ordinary dp - - 300,747 - 256,137 -

James Douglas® ‘A’ ordinary 40p - - 1,250 - - -
‘B’ ordinary 4p - - - - - -

Anthony Fuller ‘A ordinary 40p - - 65,897 - 65,897 -
‘B’ ordinary 4p o - 5096572 9,572,512 5096572  9.572.512

‘C’ ordinary 40p - - 1,436,000 1,252,359 1,436,000 1,252,359

________ 1st preference £1 - - 9679 4839 9679 4,839

2nd preference £1 - - 94 - 94 -

Ronald Spinney ‘A’ ordinary 40p - - 1280 - 120 -
‘B’ ordinary 4p - - - - - -

James Espey ‘A ordinary 40p - - 10,000 - 10,000 -
‘B’ ordinary 4p - - - - - -

Nlclf chAnQrew ‘A‘uorqmar“y 40[2 i - - 25,000 - 25,000 -
‘B" ordinary 4p - - - - - -

Nigel Atkinson ‘A’ ordinary 40p - - 4,575 - 4,575 -

‘B’ ordinary 4p

* Opening balance as at date of appomtment, bemg 10 September 2007
There were no changes m shareholdings or option holdings between 29 March 2008 and 30 May 2008 for any Director

E) SERVICE CONTRACTS

The Cempany’s policy on the duration of Directors' contracts 1s that Executive Directors should have rolling service contracts
terminable on no more than one year's notice served by the Company or Directer The Company's policy on early termination
of contracts s that each Executive Director1s entitled to a payment equal to salary and the value of all benefits for the unexpired
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Directors’ Remuneration Report

continued

penod of his notice, withoul any reduction for mitigation Service contracts refllect this policy and the Remuneration Commitlee
believes that such payments are set at a fair level and that therefore a mitigation clause 1S unnecessary

Service Contract Table

Date of contract Notice penod

Michae! Turner
Tim Turner

Paul Clarke*”

Simon Emeny
James Douglas

1 June 1997 12 months
1]une 1997 12 months
1june 1997 12 months
1June 1997 12 months

43 January 1999 12 months

31 July 2007 12 months

* Mr Clarke retired on 30 Apni 2008

Non Executive Directors’ Arrangements

Term expires

Anthony Fufler

Ronald Spinney
James Espey

Nick MacAndrew
Nigel Atkinson

July 2010

March 2009

" July 2008
S_ép{emlser_ZOE)‘).
April 2009

F) PENSIONS

The Executive Directors of the Company who served duning the year, with the exception of John Roberts, Simon Emeny and
James Douglas, were non-contnbutory members of the defined benefit Company pension plan, under the Directors section

Paul Clarke was alfected by the HMRC earnings ¢ap on approved pension benefits but was promised broadly equivatent
benefits to the other Directors in the Directors’ Penston Plan Any benefits on qualfying eammings tn excess of the cap will be
paid by the Company There 1s no pre-funding for such benefits

Simon Emeny and John Roberts are members of the defined benefit main Company pensien plan on 3 non-contributory basts
In addttion, a salary supplement of 17 5% of the excess of their base salary over the earmings cap was paid by the Company 1o

their neminated pension provider

James Douglas 1s a member of the defined contnbution Company pension plan In additen to the contnbuuon that Mr Douglas
makes to the Scheme, the Company makes a contnibution of 17 5% of Mr Douglas’ salary to the Scheme

In accordance with the requirements of the Listing Rules, Directors” penston entitlements under defined benefit plans are
shown below The Directors’ Remuneration Report Regulations 2002 introduced the requirement to disclose similar
information but In a different fermat and not adjusting for Inflatron

The fallowing tables provide the infermation required on both bases The addiional notes are to help shareholders
understand the difference between the two Michael Turner and Tim Turner withdrew from the defined benefit Directors’
Pension Plan sponsored by the Company on 5 April 2006 Immediately beiore they left the Plan the Company augmented
their accrued entillement so that they will recerve thewr promised pension at age 60 presuming they remain with the
Company untll then The vaiue of this augmentation 1s taken into account in the figures in the table below The Company
made a lump sum payment of £620,000 into the Plan on 3 Apnl 2006 in order to fund this augmentation If either Director
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F) PENSIONS continued

leaves the Company before age 60, they will be obliged to repay the value of the augmentation relaung to the period from
their date of leaving up to their 60th birthday In respect of Paul Clarke, the figures disclosed include an unfunded unapproved
retirement benelit scheme, for which there 1s no formal arrangement

Listtng Rules Requirement

Transfer value

Increase n of increase
accrued pension  Total accrued pension  (net of member
(allowng for inftation)! alendofyear?  contributions)?
£ £ £
Michael Turner 24,526 201,143 556,568
Tim Turner 5.204 113,010 186,228
Paul Clarke 13323 1667 381,338
John Raberts o S i i 1,902 9,208 18,814
Simon Emeny 1902 9,908 12,370

! Increase in acerved pension (allowing for inflation) - this is the accrued pension at the year end less the accrued pension at the start of the year
adwsted formnfiztion over the year

2 Total accrued pension at end of year - this ts what the Director 1s entitled to recerve as an annual pension based on service to date

3 Transfer value of increase net of member contnbutions - this s the transfer value of the accrued pension at the end of the year less the transler value of
the accrued pension at the start of the year adwsted for nflation calculated by reference to transfer value factors at the year end The transfer values are
calculated using the basis in force at the end of the year Therefore there s no distortion caused by changes m monetary conditions or changes to the
Iransier basis

The above table 1s intended to show the real increase 1n accrued pension and the real ncrease in transfer value dunng the year
These figures therefore exclude the impact of inflation guring the year

Directors’ Remuneration Report Regulations
The table below 1s intended to show the actual increase in accrued pension dunng the year and the actual smcrease n transfer
value duning the year These figures are not adjusted for inflation dunng the year

Transfer value
equivalent of increase

increase 1n Total acerued pension Transier value Transfer value {net of member
accrued pension’ atend of year? at start of year at end of yeart contributrons)®

& £ £ £ £

Michael Turner 31,429 201,143 2,640._52?__ L §_._564.557 924,030
Tim Turner 9,418 1300 1,755,232 2,234,735 479,503
Paul Clarke 17,167 111,667 1,798,146 2,480,548 682,402
John Roberts 2,215 2,908 78,600 (84147 5,547
Simon Emeny 2,215 9,908 52,043 55,331 3,288

! tncrease i accrued pension - this is the accrued pension at the year end less the accrued pension at the start of the year (as disclosed last year),
without agyustment for inflation

2 Total accrued penston at end of year - this ss the same figure as the Listing Rules requirement

3 Transfer value at start of year - this 1s the transfer valve of the accrued pension at the start of the year (as disclosed last year)

1 Transfer value of end of year - this 1s the transfer value of the accrued pension at the end of the year

5 Transfer value equivalent of increase (net of member contnibutions) - this 15 the difference between the two transfer values less any member
contnbutions in the year Unhike the Lisung Rules requirement, this shows the difference between the transfer value as published last year and the
transfer valve at the yearend The transfer value this year end will reflect pensionable salary increases smce last year, the addition of anotheryear's
accrual of benefit and marke! movements in equities and gilts aver the year to which transfer values are referenced
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G) REMUNERATION POLICY FOR NON EXECUTIVE DIRECTORS

The remuneration of the Non Execustive Directors 1s determined by the Executive Committee The policy 1$ to ensure 1n all cases
that the fees paid are not out of hne with the market and go some way towards rewarding the Non Executives for the ume they
commit 10 thewr vanous roles Accordingly all Non Executive Directors receive a basic fee The Senior Independent Director
receives a fee for that role and there are additional fees for chaining or being a member of the Audit and Remuneration
Committees The President and Nigel Atkinson also receve consultancy fees for addional services and advice prowded to the
Company Itis the policy that Non Executives should not participate i bonus schemes, share options or long term incentive
plans The independent Non Executives are also not members of any Group pension scheme

Non Executive Directors receve non-cash benefits in the form of product ailowances and the reimbursement of travel and other
business related expenses The President and Nigel Atkinson also benefit from private healthcare

None of the Non Executives have service contracts and their appointments are reviewed at between one and three yearly
intervals They are renewable as shown on page 41

H) Performance Graph

The graph below shows a companson of the Total Shareholder Return (*TSR") for the Company's histed ‘A’ ordinary shares for the
last five financial years against the TSR for the compantes m the FTSE Travel and Leisure Index The Company is a constituent of
this Index and therefore 1t is an appropriate choice for this report

Total Shareholder Return

500 -
450
400
350

300

2003 2004 2005 2006 2007 2008

——=— FULLER $MITH&TURNERPLC A SHARES

------ FTSE ALL SHARE TRAVEL AND LEISURE INDEX
SOURCE THOMSON DATASTREAM

On behalf of the Board

Ronald Spinney
Chairman, Remuneration Committee

16 June 2008
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Independent Auditors’ Report
to the Members of Fuller, Smith & TumerPL C

We have audited the Group and Parent Company financial statements {the “financia! statements”) of Fuller, Smith & Tumer PL C
for the 52 weeks ended 29 March 2008 which compnse the Group Income Statement, the Group and Parent Company Balance
Sheets, the Group and Parent Company Cash Flow Statements, the Group and Parent Company Statements of Recognised
Income and Expense and the related notes 1to 34 These financial statements have been prepared under the accounting policies
set out therein We have also audited the informauen in the Directors’ Rermuneration Report that is descnbed as having

been audited

This report 1s made solely to the Company's mer"nbers. as 3 body, in accordance with Section 235 of the Companies Act 1985
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 n an auditors’ 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 opimions we have formed

Respective Responsibiliies of Directors and Auditors

The Directors are responsible for preparing the Annual Report, the Directars’ Remuneration Report and the financial
statements in accordance with applicable Uruted Kingdom law and International Fnancial Reporting Standards (IFRSs™) as
adopted by the European Urion as set out in the Statement of Directers’ Responsibilities

Our responsibility 15 to audit the financial statements and the part of the Directors’ Remuneration Report to be audited in
accordance with relevant legal and regulatory requirements and International $tandards on Audiung (UK and Ireland)

We report to you our opinion as 1o whether the financial statements give a true and fair view and whether the linancial
statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with
the Companies Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation We also report to you
whetherin our opinion the information given in the Directors’ Report 1s conststent with the financial statements The
informaton given 10 the Directors' f{eport includes that specific information presented in the Financral Review and the Risks
and Uncertainties section that is cross referred from the Business Review section of the Directors' Report

In addition we alse report to you if, in our opinion, the Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, orif nformation specified by law regarding directors’
remuneration and other transactions are not disclosed

We review whether the Corporate Governance Statement reflects the Company’s comphiance with the nine prowisions of the
2006 Combined Code specified for our review by the Listing Rules of the Financial Services Authenty, and we reportif it does
not We are not required to consider whether the Board's statements on intemal control cover all nisks and controls, or form
an opwnion on the effectiveness of the Group's corporate governance procedures or its nsk and cantrol procedures

We read other information contained in the Annual Report and consider whether it 1s consistent with the audited financiat
statements The other information compnses only the Directors’ Report, the unaudited part of the Directors’ Remunerauon
Report, the Chairman's Statement, the Financial Review, Risks and Uncertainties, and the Corporate Govennance Statement
We consider the implications for our report If we become aware of any apparent misstatements or matenal inconsistencies
with the financial statements Our responsibiliies do not extend to any other information
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Independent Auditors’ Report
to the Members of Fuller, Sruth & TumerPL C (continued)

Basis of Audit Opinton

We conducted our audit in accordance with Internatienal Standards on Audiing (UK and treland) ssued by the Auditing Pracuces
Board An audit includes examination, on a test basis, of ewidence relevant to the amounts and disclosures in the financial
statements and the part of the Directors’ Remuneration Report to be audited it also includes an assessment of the significant
estimates and judgments made by the Directors in the preparation of the financial statements, and of whether the accounting
policies are appropniate Lo the Group's and Company's circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient ewdence to give reasonable assurance that the financial statements and the part of the
Directors’ Remuneration Report 1o be sudited are free from material misstatement, whether caused by fraud or otherirregulanty
orerror In forming our opinion we also evaluated the overall adequacy of the presentation of informatien in the financial
statements and the part of the Directors’ Remuneration Report te be audited

Opinion
In our opimion

« the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Umon, of the
state of the Group’s affairs as at 29 March 2008 and of its profit for the 52 weeks then ended,

« the Parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union
as applied 1n accordance with the prowisions of the Companies Act 1985, of Lhe state of the Parent Company’s affarrs as at
29 March 2008,

» the financiat statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation, and

- the informaticn given in the Directors’ Report 1s consistent with the financial statements

Ernst & Young LLP
Registered Auditor E 4 Voo

London /u

16 June 2008
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Group Income Statement
for the 52 weeks ended 29 March 2008

52 weeks ended 29 March 2008

52 weeks ended 31 March 2007

Before Before
exceptional Exceptional exceptional Exceptional
tems 1tems Total ems nems Total

Nate £m &m £m £m £m £&m
Revenue 3 1811 - 1811 178 2 - 178 2
Operating costs 2,4,5 {151 7) (45) (156 2) {148 4) {(04) {143 8)
Operaung profit 294 (45) 249 298 (0 4) 294
Profit on disposal
of properties 5 - 53 53 - 205 205
Finanee revenue 8 o3 - 03 64 - 04
Finance costs 7 67) - () (81) - 8
Profit before tax 230 08 238 221 201 422
Taxation 8 (68) 21 @an 67 (64) (131)
Profit for the year attnibutable
to equity shareholders of the
Parent Company 30 16 2 29 191 154 137 291
Earnings per share
per 40p ‘A’ ordinary share 2007
or unquoted 40p ‘C’ 2008 Restated”
ordinary share Pence Pence
Basic 9 3433 5214
Diluted ¢ 3389 5152
Adjusted 'l 2915 2758
Diluted adjusted 9 2878 27125
Earntngs per share 2007
per unquoted 4p ‘B’ 2008 Restated’
ordinary share Pence Pence
Basic 9 343 o i 5N
Diluted 9 339 515
Adjusted i 9 o 292 o B 2 76
Diluted adjusted 9 288 273

The results and earings per share measures abave are all in respect of continuing and total operations of the Group

* Eamings pershare measures for the 52 weeks ended 37 March 2007 hiave been restated for the effects of the five for two share spil (note 9} as o the
share splt had occurred on the first day of this penod
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Balance Sheets

29 March 2008

Group Group Company Company

2008 2007 2008 2007

Note £m £m £m £m

Non-current assets
Goodwill ) ) 1 245 45 - -
Property, plant and equipment 12 Co3121 3071 309 3071
Investmentproperues e T T Y S :!0
Financial assets e 12T 02 10
Other noﬁ-curr—ent— as'se‘t; ) o T 5 09 10 09 10
Investments in subsidianes 1% - - 918 918
Deferred tax assets 26 41 ) 81 - 38 77
Total non-current assets 3506 3459 4122 4126
Current assets
Inventories R - A 54 58 5 4
fraaé a_nd otherrecesvables S R Y A 150 157 150
Cash and cash equwalents S 19 39 89 39 89
Total current assels 254 293 254 293
Assets classified as held for sale 20 18 65 18 12
Current habilises
Bankloans 2 63 50 63 50
Loan notes 2 18 28 q 8 28
Trade and otherpayables a ST m 333 33 9 118 37 T 144
Curreninta;(-pzayabléww T e 10 7 27
Total current labihties 42 4 44 4 1274 124 5
Non-current Izabulmes
Bankloans . er7 690 527 590
Debenture stock ) 23 270 270 270 270
Preference shares 5 16 16 16 16
Other payablés S T T T 0 17T ST 17T T -
Retlrément beﬁéfllmoﬁl]ééfl;)hr;sm N Y L -V 16 0
Deferred tax habilities T ’ T T 393 T om0 379 355
Total non-current liabilities 1377 154 6 126 3 1431
Net assets 1977 1827 1857 1751
Capital and reserves
Share capital T s 228 228 28 228
Share premum account 3% 48 a7 ag o 47
Coptal redemptionreserve — © 7 "m0 31 31 313
Own shares ) a 30 (60 (52 (60 (5 2)
ﬁedgné reserve « ) 30 02 08 01 07
Retained earnings o h “ Y S Y I - L T1609 1490
Total shareholders’ equity 1977 1827 1857 1751

A
pproved by the Board and signed on 16 June 2008 . /
M J Turner, Fca /
Chairman W M/‘
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Group Cash Flow Statement
forthe 52 weeks ended 29 March 2008

52 weeks ended 52 weeks ended

29 March 31 March
2008 2007
Note £m £m
Group profit before tax 238 42 2
Net interest expense oo e n e Y 7
Exceponal tems T e 08 (207)
Deprecioton W w8 108
I:c;gsjor:l_dlspc;sa—l o—f_p“r-operty plant ana";:::;“utp“mér;t o ) o 03 01
Difference between pension charge and cash pard o (85 (31)
Share based p payment charges ) ) 29 16 14
Change 1n trade and other recewables {06) (0 3)
Change in inventones {04) 01
Change tn trade and other payables ) an T w09
Cash generated from operations 313 379
Tax paid T T B 7% R 7 |
Cash generated from operating activities 266 28
Cash flow from investing activities
Purchase of property, plant and equipment (18 5) (217
Sale of property, plant and equipment W ) g2 377
Interest receved ) T S I 02 04
Net cash (outflow)/inflow from investing activities (101 16 4
Cash flow from financing actrvities
Proceeds from issue of share capital ) 01 05
Purchase of own shares “ T (40) ) (3 g}
Sale of own shares to oplion schemes - o “ T T 04 03
Interest pad h Y (% /8 (81)
Preference dividends pzjld ————————————— o T fO 1) s ((-)—1)
Equty dwdendspad T 0 (52
Repaymentofloannotes T (10) 02
Repayment of bankloans ] (50) (25 5)
Net cash outflow from financing activities (215) (114)
Net movement in cash and cash equivalents (50) 78
Cashond cash equivalents at the start of theyear 19 89 11
Cash and cash equivalents at the end of the year 19 39 89

There were no significant non cash lransactions duning either yest
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Company Cash Flow Statement
for the 52 weeks ended 29 March 2008

52 weeks ended 52 weeks ended

29 March 31 March

2008 2007

Note &m £m

Company profit before tax 174 353
Net unteEést_é;pense ” 128 77
Exceptional tems ) 08) (201)
Deprei:latlo;{“ S T h 108 24
Loss on disposal of property plantand equipment T 03 01
Difference belween"pér{smn charge ‘and cash pa]]:lﬂ o T ) (8 5) (2¢)
Shore based payment charges N N T ] 14
Changeintrade and otherrecevables 7 " (06) (0 4)
Change in mventor:es e (T R &
Change in trade and other payables T a3y (08)
Intercompany cash flows S o e N ¥
Cash generated from operations 33 378
Tax paid ) ST T T T a4 6
Cash generated from operating activities 266 327

Cash flow from Investing activities
Purchase of p&:f)érly plant and equlpmem s o (18 5) (200)
Sale of propertly, planlandre":q-l.lnl]":}néhi nnnnnnnnnnnnnnnnnn S T ) 8 2 389
Interest recesved ) T T T T T 2 T 04
Net cash {outflow)/inflow from tmvesting activities {101) 163
Cash flow from financing activities

Proceeds from issue of share capltal ———————— T 01 05
ﬁurchase of;\;m 1;[:12;['85—“— S T T (4 0) (36)
Sale of own shares to o"p"t]bﬁ séh?ar?"l:?s_" o T ) ) ) 7 o4 03
Interest pand oo e e m (67) 81
Preference dwdendspad w T ey )
Equity dmdends paid ) e N (¥ 4 7)
Repayment of loan notes B T T T a0
Repayment of bank loans T T e e e e o (25 5)
Net cash outflow from financing actvities (21 5) {41 4)
Net movement in cash and cash equivalents 50 76
Cash and cash equwa]é;]ts’z-at the start of tl_1~t=,~ye—:a|—'~ T ) 19 89 i3
Cash and cash equivalents at the end of the year 19 39 89

There was one significant non cash transaction in the 2007 year,

which was the transfer of certamn assets and habiities from the subsidiary

undertaking, George Gale & Co Ltd to the Company, for a consideration of £75 7 mifion funded by mtercompany debt (see note 34}
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Statements of Recognised Income and Expense
for the 52 weeks ended 29 March 2008

52 weeks ended 52 weeks ended

29 March 31 March

2008 2007

Group Note £m £&m
Reduction in deferred tax liability due to tndexation 8 04 04
Net (losses)/] gains on valuation of financial assets » (07) 038
Tax on share-based payments 8 04 10
Deferred tax adjustment for change In corporation tax rate o (03) -
Net actuarial gains on"pensmn schemes h " N 43 26
Deferred tax on actuanal gains on pension schemes T T Ty e
Net income recogmsed directly in equity 39 41
Profit for the year 191 " 291
Total recogrised income and expense for the year 30 221 332
52 weeks ended 52 weeks ended

29 March 31 March

2008 2007

Company &m &m
Reduction in deferred tax liability due to indexation 04 04
Nel gaan on valuation of financial assets ’ - ’ "(0 6)“ 07
Tax on share-based payments T N YL
Deferred tax adjusiment for change 1n corporation tax rate . O
Net actuaral gains on pension schemes T I T ¥
Deferred 1ax on actuarial gains on pension schemes ) a1 (06)
Net income recognised directly in equity 31 35
Profit for the year . o S 146 227
Total recogmised income and expense for the year 30 177 262
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Notes to the Financial Statements

1 Authonsation of Financial Statements and Accounting Policies

AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENT OF COMPLIANCE WITH IFRSs

The financial statements of Fuller, Smith & Turner PL C and its subsidianes (the “Group™) for the 52 weeks ended 29 March
2008 were avthonised forissue by the Board of Directors on 16 June 2008 and the balance sheet was signed on the Board s
behali by M ) Turner Fuller, Sith & Turner PL C 15 a public Itmited company incorporated and domiciled in England and Wales
The Company’s ordinary 'A’ shares are traded on the London Stock Exchange

The Group’s and Company’s financial statements have been prepared in accordance wath International Financial Reporting
Standards { 'IFRSs") as adopted for use in the European Union and applied to the financial statements of the Group and the
Company for the 52 weeks ended 29 March 2008, in accordance with the prowvisions of the Companies Act 1985

The principal accounting polictes adopted by the Group and by the Company are set out in the accounting policies below
The Company has taken advantage of the exemption prowded under section 230 of the Companies Act 1985 not to publish its
indmdual Income Statement and related notes

SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation
The accounting pohcies which follow set out those pohcies which apply in preparing the financial statements for the 52 weeks
ended 29 March 2008

The Group and Company financial statements are presented in Sierling and all values are shown 1n millions of pounds (£m}
rounded to the nearest hundred thousand, except when otherwise indicated

New Accounting Standards

The Group has adopted IFRS 7 for the 52 weeks ended 29 March 2008 IFRS 7 Financial Instruments Disclosures has
superseded the disclosure part of IAS 32 Financial Instruments Disclosure and Presentation, adding certain new disclosures
about financial instrumenits to those currently required by IAS 32 The Group has also adopted IAS 1 Amengment - Presentation
of Financia! Statements for the 52 weeks ended 29 March 2008 Thus has had no effect on the financial position of the Group but
has required additional disclosures

Basis of Consolidation
The Group financial statements consohdate the financial statements of Fuller, Smith & Turner PL C and the entities it controls (its
subsidianies) drawn up for the 52 weeks ended 29 March 2008 (2007 52 weeks ended 31 March 2007)

Subsidianes are consohdated from the date of their scquisiion, being the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases Control comprises the power to govern the financial and operauing
policies of the mvestee so as to obtain benefit from its actvities and 1s achieved through direct or indirect ownership of voung
nghts, currently exercisable or convertible potential voting nghts, or by way of contractual agreement The financial statements
of subsidiaries are prepared for the same reporting year as the Parent Company, using consistent accounuing policies Al
intercompany balances and transactions, including unrealised profits arising from them, are ekminated

Goodwill

Business combinations on or after 28 March 2004 are accounted for under IFRS 3 using the purchase methed No goodwill has
ansen from acquisitions made preor to 28 March 2004 Any excess of the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets, labities and contingent babiliuies 1s recogrised in the Balance Sheet as
goodwill and 1s not amorused To the extent that the net fair value of the acquired entity s identifiable assets, iabilites and
contingent iabiliies s greater than the cost of the investment, a gain 1s recogmsed immediately n the Income Statement
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Notes to the Financial Statements
continued

1 Authonisation of Financial Statements and Accounting Polictes continued

Goodwill continued

After imtial recognition, goodwall is stated at cast less any accumulated impairment losses, with the carrying value being reviewed
for impairment, at least annually and whenever events or changes in circumstances indicate that the carrying value may be
impatred Any impairment of geodwill made cannot be reversed if circumsiances subsequently change

For the purpose of impairment testing, goodwill 1s allocated to the related cash-generating units monitored by management,
wsually at bustness segment level or statutory company level as the case may be Where the recoverable amount of the cash-
generating unit Is less than its carrying amount, ncluding goodwill, an impatrment loss 1s recognised n the Income Statement

The carrying amount of goodwill allocated to a cash-generating unit 15 taken into account when determiming the gain or loss on
disposal of the unit, or of an operation wathin it

Property Plant and Equipment

Property, plant and equipment s stated at cost or deemed cost less accumulated depreciation and any impairment in value
Depreciauon is calcufated on a straight line basis down to the estimated residual value over the expected useful life of the asset
as follows

Land and bulldings
Hotel accommeodation and ofiices - up to 50 years

Licensed retall property, unlicensed property and brewery ~ 50 to 100 years
Leasehold improvements ~ the term of the lease
Roofs - from 20 to 50 years

Plant, machinery and vehicles, contamers, fixtures and fittings
From three years up to 25 years

As required under IAS 16 Property Plant and Equipment, expected useful lives and residual values are reviewed every year Land
1s not depreciated

investment Property

The Group owns properties that are not used for the production of goods or services but are held for capital appreciation or
rental purposes These properties are classiied as investment properties and ther carrying values are based on cost
Depreciation is calculated on a straight-hne basis down to the estimated residual value over the expected useful ife of the asset,
which for investment properttes 1s 50 to 100 years

impairment

Carrying values are reviewed forimparment If events indicate that the carrying value of the asset may not be recoverable If
such an indicator exists and where the carrying values exceed the estimated recoverable amount, the assels or cash generatng
units are written down 1o their recoverable amounts An asset’s recoverable amount 1s the greater of the fair value less costs to
sell, and the value 1n use In assessing value In use, the estimated fulure cash flows are discounted to present value using a
pre-iax discount rate that reflects the current market assessments of the tme value of money and nsks specific Lo the asset
Foran asset that does not generate largely independent cash inflows, the recoverable amount 1s determined for the smallest
cash generating unit to which the asset belongs Impairment losses, and any reversal of such losses, are recogmsed in the
Income Statement
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Notes to the Financial Statements
continued

1 Authorisation of Financtal Statements and Accounting Policies continued

Leases

Group as a lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classiiied as operating leases
and rentals payable are charged in the Income Statement on a straight-ne basis over the lease term

Premiums paid or payable on acquinng a new lease which are considered to be in consideration for a reduction in rent are
spread on a straight-line basis over the term of the lease Such premiums are classified in the Balance Sheet as current or non-
current prepayments Contingent rents are dependent on turnover levels and are expensed as incurred

Group as a lessor
Assets leased under operating leases are included in property, plant and equipment and depreciated over their estimated useful
lives Rental income, including the effect of lease incentives, 1s recogrused on a straight line basis over the lease term

lncentives received or recevable to enter into an operating lease are spread on a straight-ine basis over the lease term

Assets Held for Sale

Assets are classified as held for sale when the carrying amount will be recovered pnncipally through a sale transaction rather !
than continuing use To be classified as such management need to have initiated a sales plan as at the balance sheet date and

must expect the sale to qualify for recognition as a completed sale within one year Assets hetd for sale are valued at the lower of

the carrying amount and fair value less costs to sell No depreciation 1s charged whilst assets are classified as held for sale

Inventones

Inventones are stated at the lower of cost and net realisable value Cost s calculated using the First In First Out method The cost
of own beer consists of materials with the additron of relevant overhead exgenses Net realisable value 15 the esumated selling
price In the ordinary course of business less esimated costs of completion and the costs to be incurred in marketing, selling
and distnbution

Financial Instruments

Financial assets

Trade and other receivables

Trade recevables and loans to customers do not carry any interest and are recognised at their enginal invoiced amounts, less an
allowance for any amounts that are not considered to be collectible

|
Cash and short-term deposits |
Cash and short-term deposits comprise cash at bank and in hand and short-term deposits with an original maturity of three '
months or less

Derecogrition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) 1s derecognised
where the rights to recerve cash flows from the asset have expired

Financial Liabilities
Trade and other payables
Trade and other payables do not bear interest and are carned at book value
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Notes to the Financial Statements

continued

1 Authonsation of Financial Statements and Accounting Policies conbinued

Bank loans, overdrafts and debentures

Interest-bearing bank loans, overdralts and debentures are imtially recorded at the fair value of proceeds received, net of direct
155ue costs, and thereafter at amortised cost Finance charges, including premiums payable on settlement or redemption and
direct issue costs are accounted for on an effective interest rate basis n the Income Statement  Finance charges are added to
the carrying amount of the instrument to the extent that they are not settled in the penod in which they anse

Derecognition

A financial hability 1s derecogrised when the obligation under the liability 15 discharged or cancelled or expires Where an existing
financial kabihity 1s replaced by another from the same lender on substanually different terms, or the terms of an existing lability
are substantially modified, such an exchange or modification 1s treated as a derecognition of the oniginal lisbility and the
recognition of a new ltability, such that the difference tn the respective carrying amounts together with any costs or fees incurred
are recognised In profit or loss

Derwative financial instruments and hedging

In order to hedge 1ts exposure Lo certan foreign exchange transaction nsks, the Group enters into forward foreign exchange
contracts The Group does not use these forward exchange contracts or any other derivative financial instruments for speculative
purposes

In order to hedge its exposure to inileres rale risks, the Group enters into Interest rate denivative contracts The Group uses
these contracts in order to hedge known borrowings and does not enter into such agreements for speculative purposes

Denvative financial instruments are intially recognised at farr value on the date on which 3 denvative contract s entered into and
are subsequently remeasured at fair value Denvatives are carried as assets when the fair value 1s posiive and as liabiliies when
the fair value 1s negative The fair value of forward currency contracts 1s calculated by reference to current iorward exchange
rates for contracts with similar matunity profiles The fair value of interest rate swap contracts is determined by reference to
market values for similar instruments

Forthose denvatives designated as hedges and for which hedge accounting is desired, the hedging relationship 1s documented
at s inceptron This documentation identfies the hedging instrument the hedged item or transaction, the nature of the risk
being hedged and how effectiveness will be measured throughout its duration Such hedges are expected at Inception to be
highly effective Forthe purpase of hedge accounting, hedges are classified as

« fairvalue hedges when hedging the exposure to changes in the fair value of a recognised asset or hiability The Group does not
have any fair value hedges at present, or

« cash flow hedges when hedging exposure to varability in cash flows that is either atinbutable to a particular nsk associated with
a recognised asset or liability or a ughly probable forecast transaction

Interest rate swaps and caps are classified as cash flow hedges If they are effective hedges, then any changes in fair value are
deferred in equity unti) the hedged transaction occurs, when any changes in fair value will be recycled through the Income
Statement together with any changes in Lthe fairvalue of the hedged item If the hedges are not effective hedges, then any
changes in fair value are recogmsed in the Income Statement immediately

If a forecast transaction 1s no longer expected to occur, amounts previously recognised in equity are transferred to proiit or loss
If the hedging instrument expires or 1s sold, terminated or exercised without replacement or rollover, orif its designation as 3
hedge 1s revoked, amounts previously recognised in equity remamn in equity until the forecast transaction occurs and are
transferred to the Income Statement
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Notes to the Financial Statements

contnued

1 Authonisation of Financial Statements and Accounting Policies continued

Any gains ortosses ansing from changes in the fair value of dervatives that do not qualify for hedge accounting are taken to the
income Statement

Classification of Shares as Debt or Equity

When shares are 1ssued, any component that creates a financial liability of the Company or Group 1s presented as a lability in
the Balance Sheet, measured mitially at fair value net of transaction costs and thereafter at amortised cost until extinguished on
conversion or redemption The corresponding dividends relating to the liability component are charged as interest expense in
the Income Statement The initial fair value of the hiability component is determined using a market rate for an equivalent hiability
without a conversion feature

The remainder of the proceeds on issue 1s allocated to the eguity component and included in shareholders’ equity, net of
transaction costs The carnang amount of the equity component 1s not remeasured 1 subsequent years

The Group’s ordinary shares are classified as equity instruments Forthe purposes of the disclosures given in note 27, the Group
considers its capital to compnise its ordinary share capital, share premium, capital redemption reserve, hedging reserve and
accurmulated retained earmings plus its preference shares which are classified as a financial liability in the balance sheet There
have been no changes to what the Group considers Lo be capital since the prioryear

Preference Shares
The Group's preference shares are reported under non-current habilities The corresponding dividends on preference shares
are charged as interest in the Income Statement Preference shares carry interest at fixed rates

Revenue

Revenue 1s recogmsed to the extent that 1t1s probable that the ecanomic benelits will flow to the Group and revenue can be
rehably measured It1s measured at the fairvalue of consideration recerved or recewvable, net of discounts, Excise Duty and VAT
The treatment of excise duty 1s detailed below

Under IFRSs, revenue includes only the gross inflows of economic benefits received and receivable by the enterprise on its own
account Amounts collected on behalf of third parties such as excise duty are not economic tenefits which flow to the
enterprise and do not result in ncreases in equity Therefore, they are excluded from revenue This does not apply to retailers
who buy their goods duty paid and do not have to account to the government for duty Excise duty has therefore been deducted
from all revenue except for sales by the Inns division directly to its own retall customers

Sales of goods are recognised when the goods are delivered and title has passed Rental income 1s recogrised on a straight-ine
basis over the term of the lease Revenue for hotel accommodation 1s recogmised at the point the services are rendered
Amusement machine revenue 1s recognised in the accounting period to which the income relates

Operating Profit
Operaung profit 1s revenue less operating costs Revenue 15 as detalled above and as shown innote 3 Operating costs are alt
costs excluding finance costs, costs associated with the disposal of properties and the tax charge

Interest Income
Revenue 1s recognised as interest accrues using the effective interest method

Borrowing Costs

Borrowing costs are generally recogrused as an expense when incurred Interest expense in relation to long term development
projects 1s capitalised as part of the cost of the assets being created where the development 15 expected to last in excess of six
maonths at the commencement of the project

FULLER SMITH & TURNER PL C Report and Accounts Part ' 55




Notes to the Financial Statements
conunued

1 Authonsation of Financial Statements and Accounting Policies continued

Taxation

The current 1ax payable 1s based on taxable proiit for the year using UK tax rates enacted or substantively enacted at the Balance
Sheel date and any adjustment 10 tax payable in respect of previous years Taxable profit differs from net profit as reported i
the Income Statement because it excludes items of Income or expense that are taxable or deductible in other years or are never
taxable or deductible

Tax s charged or credited directly to equity if it relates to iterns that are credited or charged to equity Otherwise tax Is
recognised in the Income Statement

Deferred tax 1s provided on all temporary differences at the balance sheet date between the tax bases of assets and liabilivies

and their carrying amounts for financial reporting purposes Deferred tax habilies are recognised for all taxable temporary

differences except where the hiability anses from the iniial recogniion of goodwill or an asset or hiability 1n a transaction that is

not a business combrnation and, at the tme of the transaction, affects neither the accounting profit nor taxable profit or loss o

Deferred tax 1s not recogmised i respect of taxable temporary differences associated with investments in subsidharies, where the
timing of the reversal of the temporary differences can be controlled and it 1s probable that the temporary differences will not .
reverse In the foreseeable future

Deferred tax assets are recognised for alf deductible temporary differences, carry forward of unused tax assets and unused tax
losses, to the extent that it is probable thal taxable profit will be available against which they can be ulilised except where the
deferred tax asset arises from the inttial recogmitton of goodwill or an asset or hability i a transaction that 1s not a business
combtnauon and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss

The carrying amount of delerred tax assets Is reviewed at each balance sheet date and reduced to the extent that it s no longer
probable that sufficient taxable profit wall be avarlable to allow all or part of the deferred tax asset to be uulised

Deferred tax assets and labilites are measured on an undiscounted basis at the tax rates that are expected to apply in the
periods when the asset s realised or the lability 1s settled, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Foreign Currencies
Transactions denominated n foreign currencies are recorded at the rates of exchange ruling at the dates of the transactions

Monetary assets and habiliies are translated at the year end exchange rates and the resulting exchange differences are taken to
the Income Statement, excepl where hedge accounting 1s apphed

Pensions and Other Post-Employment Benefits
Defined contnbution schemes
Payments to defined contnbution retirement benefit schemes are charged to the Income Statement as they fall due |

Defined benefit schemes

The Group operates a defined beneiit pension plan for elgible employees where contribubions are made 1nto a separate fund
administered by Trustees Untl 23 March 2007 the Group operated three closed defined benefit pension plans On 23 March
2007 these schemes were merged intoc one defined benefit pension plan

The cost of prowding benefits under the defined benefit plans 1s determined using the projected unit credit methed calculated by
qualified actuanes This attnbutes enlitlement to benelits to the current perod {to determine current service cost} and to the current
and prior penods (to determine the present value of defined benefit abligation) and is based on actuanal adwice Past service costs
are recognised In the Income Statement on a straight-line basis over the vesting peried or tmmediately If the benefits have vested
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Notes to the Financial Statements
continued

1 Authonsation of Financial Statements and Accounting Polictes continued

When a settlement (elminating all obligations for benefits already accrued) or a curtalment {reducing future obligations as a
result of a materal reduction 1n the scheme membership or a reduction In future entitlement) occurs, the obligation and related
plan assets are remeasured using current actuanal assumptions and the resultant gain or loss recogrised in the Income
Statement during the period m which the settlement or curtailment occurs

The interest element of the defined benefit cost represents the change in present value of scheme obligations resuling from the
passage of ime, and 1s determined by appiying the discount rate to the opening present value of the benefit obligation, taking
into account matenial changes n the obligation duning the year

The expected relumn on plan assets 15 based on an assessment made at the begmning of the year of long-1erm market returns on
scheme assets, adjusted for the effect on the far value of plan assets of contributions received and benefits paid dunng the year
The difference between the expected return on plan assets and the interest cost is recogmised n the Income Statement as other
finance ncome or expense Actuarial gans and losses are recogrused in full in the Statement of Recogmsed Income and
Expense in the penod in which they occur

The defined benefit pension asset or liability in the balance sheet compnises the total for each plan of the present value of the
defined benefit cbligation (using a discount rate based on high quality corporate bonds), less any past service cost not yet
recognised and less the fair value of plan assets out of which the obligations are te be settled directly Fair value is based on
market price information and in the case of quoted securities s the published bid price The value of a net pension benefit asset
is reslricled to the sum of any unrecogrised past service costs and the present value of any amount the Group expects to
recover by way of refunds irom the plan orreductions in the future contnbutions

Exceptional Items

The Group presents as exceptional items on the face of the Income Statement, those materal items of iIncome and expense
whrch, because of the nature and expected infrequency of the events giving nise to them, merit separate preseniation to allow
shareholders to understand better the elements of financial performance in the year, so as to facilitate companson with pnor
penods and to assess better trends 1n financial performance

Share-Based Payments

The Group has an employee Share Incentive Plan, that awards shares to employees based on the reported profits of the Group
for the year, and a Long Term Incentive Plan which awards shares to Directors and senior executives subject to specific
performance criteria The Group Issues equity-settled share-based payments to certain employees under approved and
unapproved Share Option schemes and a Savings Related Share Option Scheme

The cost of equity-setiled transactions with employees 1s measured by reference to the fair value at the date at which they are
granted and 1s recogmsed as an expense over the vesting penod, which ends on the date on which the relevant employees
become fully entitled to the award Fair value is determined by an external valuer using an appropriate pricing model In valuing
equity-settled transactions, no account 1s taken of any vesung conditions, other than conditions linked to the price of the shares
of the Company (market conditions)

No expense 1s recognised for awards that do not ulimately vest, except for awards where vesting I1s conditional uport a market
condiuon, which are treated as vesting irrespecuve of whether of not the market condition 1s sausfied, provided that alt other
performance conditions are satisfied At each Balance Sheet date before vesting, the cumulative expense Is calculated,
representing the extent 1o which the vesting perod has expired and management’s best esumate of the achtevement or
otherwise of non-market conditions and of the number of equity instruments that will ulimately vest or in the case of an
instrument subject to 3 market condition, be treated as vesting as described abave The movement In cumulative expense since
the previous Balance Sheet date 1s recognised in the Income $tatement, with a corresponding entry in equity
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Notes to the Financial Statements
conttnued

1 Authonsation of Financial Statements and Accounting Policies continued

Share-Based Payments continued

Where the terms of an equity-settied award are modified or a new award 15 designated as replacing a cancelled or settled award,
the cost based on the onginal award terms continues to be recogmsed over the onginal vesting period In addition, an expense
15 recogrused over the remainder of the new vesting period for the incremental fair value of any modification, based on the
difference between the fair value of the onginal award and the farr value of the modified award, both as measured on the date of
the modification No reductian 1s recogrised if this difference 1s negative

Where an equity-settied award 1s cancelled, it 1s treated as if it had vested on the date of cancellation, and any cost not yet
recognised in the Income Statement for the award 1s expensed immediately Any compensation paid up to the fair value of the
award at the cancellation or settfement date 15 deducted from equity, with any excess over fair value being treated as an expense
in the Income Statement

The Group has taken advantage of the transitional provisions of IFRS 1in respect of equity-settled awards so as to apply IFRS 2
only to those equity-settled awards granted after 7 November 2002 that had not vested before 1 January 2005

Shares to be awarded and those that have been awarded but have yet to vest unconditionally are held at cost by an employee
share ownership trust and shown as a deduction from equity In the Group Balance Sheet

Treasury Shares

In addition te the purchase of shares by the vanous employee share ownership trusts for specific awards, the Group also from
time to time acquires own shares (o be held as treasury shares These shares are occasionally but nol exclusively used to satisfy
awards under various share option schemes Treasury shares are held at cost and shown 3s a deduction irom total equity in the
Group Balance Sheet

Consideration received for the sale of such shares 1s also recognised in equity, with any difference between the proceeds from
sale and the onginal cost being taken Lo revenue reserves No gain orloss s recogrused in the performance statements on the
purchase, sale, 1ssue or cancellation of equity shares

Dmidends

Divdends recommended by the Board but unpard at the year end are not recognised in the financial statements unul they are
paid (in the case of the intenm dividend) or approved by shareholders at the Annual General Meeting (in the case of the final
dividend)

Financial Guarantee Contracts

Where the Company enters into contracts to guarantee the indebtedness of other companies within the Group, the Company
considers these to be insurance arrangements, and accounts for them as such In this respect the Company treats the guarantee
contract as a contingent liability until such tme as 1t becomes probable that the Company will be required to make a payment
under the guarantee

The Company’s Investments n Subsidianes

The Company recognises ts nvestments in subsidianes at cost Income ts recognised from these nvesiments only in relation 1o
distributions receved from post-acquisition profits Distributions received in excess of post acquisition profits are deducted
from the cost of the investment

New Standards and Interpretations Not Applied

The 1ASB and IFRIC have 1ssued standards and interpretauons with an effective date for penods starting on or after the date on which
these financiat statements start The Directors do not anticipate that the adoption of these standards and interpretations, wherever
relevant to Fuller's, will have a matenal Impact on the Group's results or assets and liabilities in the penod of initial apphication
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Notes to the Financial Statements

continued

1 Authonsation of Financial Statements and Accounting Policies continued

IFRS 8 {Operating Segments), effective for accounting penods beginning on or after 1 January 2009, requires disclosure on
segments to be based on informaton presented to the Board This 1s likely to alter the range of information being presented
This will also require addittonal disclosure on how segment information in the financial statements has been measured

Upon adoption of the revised IAS 1 (Presentation of Financial Statements - Capital Disclosures), effective for accounting periods
beginning on or after 1 January 2009, the Group will have to decide whetherto rename the pnmary statements and whether to
present the new ‘Statement of Comprehensive Incorme’ as a single statement replacing the Income Statement or as two
statements

IAS 23 (Borrowing Costs), effective for accounting pencds beginring on or after 1 January 2009 will require directly attnbutable
borrowing cosls 1n connection with the acquisiion or construction of certain assets to be capitalised Previously this was
optional and the Group has expensed these costs when incurred, except where connected to longer term development projects

In addition, the following standards and interpretations have been rssued, none of which are anticipated 1o significantly smpact
the Group's results or assets and liabihties and are not expected to require additional disclosure

International Accounting Standards Effective date
» [FRS 2 amendment - Vesting Conditicns and Cancellations 1 January 2009
» IFRS 3 Business Combinations {revised January 2008) 1 july 2009
+ IAS 27 Consolidated and Separate Financral Statements (revised January 2008) 1 july 2009
International Financial Reporting Interpretations Committee

» IFRIC 12 Service Concession Arrangements 1 January 2008
« IFRIC 13 Customer Loyalty Programmes 1 july 2008

= IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minmum Funding Requirements and therr Interaction 1 January 2008

Significant Estimates and Judgements
The measurement and impairment of goodwll, the measurement of defined benefit pension obligations, the estimation of share-
based payments costs and the provision for taxation have all required sigmificant estimations and assumptions

The Group determines whether goodwilbis impaired on an annual basis and this requires an estimation of the value 1n use of the
cash-generating units to which the goodwill 1s allocated This invalves estimation of future cash flows and choosing a suitable
discount rate Full details are supplied in note 11

Measurement of defined benefit penston obligations requires estimation of future changes in salanes and inflation, as well as
mortality rates, the expected return on assets and the selection of 3 suitable discount rate These have been determined on
adwvice from the Group's qualified actuary The estmates used are provided In note 24

The estmabon of share-based payment costs requires the selectrop of an approprate valuation model, consideraiion as to the
inputs necessary for the valuation model chosen and the estmation of the number of awards that will ulumately vest, inputs
which anise from judgements refating to the probability of meeting non-market performance condinons and the continuing
participation of employees, delails of which are supplied In note 29

Judgement s required when determimng the provision for taxes as the tax treatment of some transactions cannot be finally
determned until a formal reselution has been reached with the tax authonties Tax benefits are not recognised unless 1t 1s
probable that the benefit will be obtained Tax provisions are made if it 1s possible that a hability will anse The Group reviews
each significant tax hiability or benefit to assess the appropnate accounting treatment
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2 Segmental Analysts

Primary Reporting - Business Segments

For management purposes, the Group's business segments are Fuller’s Inns, which compnises managed pubs, tenanted and
leased pubs and managed hotels, and the Fuller's Beer Company, which compnses brewing and distrbution of beer, wines and
spints The operating businesses are organised and managed separately according to the nature of the products and services
provided, with each segment representing a strategic business unit More details of these segmenis are given in the Chairman’s
Statement on pages 2 to 13 of Part 1 of this report

Transfer prices between business segments are set on an arm’s length basis in a manner similar to transactions with third parties
Segment revenue, segment expense and segment result include transfers between business segments Those transfers are
eliminated in consolidation

Fuller's
Fuller’s inns  Beer Company Unallocated* Total

52 weeks ended 29 March 2008 £m £m £m £m
Revenue
Ség}nenl revenve o “ 1415 603 - 2018
Inter-segment sales - (207 - (207)
Revenue from third parties 1415 96 - 1811
Operating profit pre-exceptionals 239 80 (25 294
Operating excébllonafllems o R Y 2 N (28) N T
Operating profit 218 56 (25) 249
Profit on disposal of properties 44 09 - 53
Segment result 262 65 (25) 302
Net finance costs (6 4)
Profit before tax 238
Assets and liabilities
Segment assets 3133 482 163 3778
Segment liabilites (63 0) M9 (052)  (18071)
Segment net assets 2503 363 (88 9) 1977
Other segment information
Copttal expenditose T T e ) S

F—’ropérly, plaﬁt and Equnﬁment 140 37 08 185
Depreciation 88 19 01 » 108
imparment losses T o LT ST 01
Assets held for sale 7 774y T T -7 18

* Unallocated assets and habiltues represent the net of bank leans, debentures, corporation tax, deferred tax, cash at bank and assets held under central
management Unaffocated expenses represent pnmaniy the salary and property costs charged to central management
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2 Segmental Analysis continued

Fuller's
Fullersinns  Beer Company Unallocated® Total

52 weeks ended 31 March 2007 £m £m &m £m
Revenue
Seérﬁem revenve ) ) 1409 58 4 - 199 3
Inter-segment sales - 211) - (217)
Revenue from third parties 140 9 373 - 178 2
Operating profit pre-exceptionals 240 79 {21) 298
Operating exceptional items 04 - - 04
Operating profit 236 79 {21) 294
Profit on disposal of properties ) T T T 208
Segment result 441 79 (21 499
Net finance costs (77)
Profit before tax 422
Assets and habilities
Segment assets T s 3417 446 230 3817
Segment habitves (49 8) (195) (1297) (1990)
Segment net assets 264 3 251 (106 7) 1827
Other segment information
Capnal expendiore T T

PrdpeFt);, plant and equrfﬁﬁent 188 26 03 77
Depreciation 84 19 05 108
Assets held for sale o 12 53 - 65

* Unaliocated assets and labiiiies represent the net of bank loans, debentures, corporation tax, deferred tax, cash at bank and assets held under central
management Unaltocated expenses represent pnmanly the salary and property costs charged to central management

Secondary Reporung Format - Geography

The majority of the Group’s business 1s within the UK and the Group identifies two distinct geographic markets

Rest of
UK the World Total
52 weeks ended 2% March 2008 £m Em £m
Revenue
Sales to external customers 178 9 22 1811
Restof
UK the wWorld Total
52 weeks ended 31 March 2007 £m £m £m
Revenue
Sales 10 external customers 176 2 20 178 2

The Group's assets are all n the United Kingdom Sales to external customers disclosed i geographical segments are based on
the geographical location of its customers

All segment assets, liabilies and caprtal expenditure relates to the UK only {2007 and 2008)
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2008 2007
3 Revenue £m £m
Revenue disclosed in the Income Statement is analysed as follows
Sale of goods - 1736 73
Rentalincome S o 75 67
Revenue 1811 178 2

2008 2007
4 Operating Costs &m &m
Production costs and cost of geods used in retathng 44 8 436
Change in stocks of firished goods and beer n progress o o S e 1)
Write down of inventones to net realisable value . - 01
Staff costs 505 502
R}:palrs o properties 66 65
Cepreciation of property, plant and equipment 108 107
Depreciation of nvestment property - -
tr-npélrment of property, plant and equipment 01 -
Operatﬁg lease rentals - minimum lease payments 56 58

o - conungent rents* 11 10
T T T T T T ess sub lease payménls: {06) (0 4)
Eiééblndnal Hems (nole 5} “ 45 04
Oter S 325 310
156 2 148 8

* Contingent rents are dependent on turnover levels
Detalls of income and direct expenses relating 1o rental income from investment properties are shown n note 13

2008 2007
a) Auditors’ Remuneration £m £m
Fee payabfe to Company’s auditors
St—atutory audt fees of Group financtal statements 01 01
Statutory audil fees of subsidianes - -
Tax—c;)mpllance and advisory services 01 01
Ad-wso;y"éer-\;l;:_es on conversion to IFRS ’ - 01

02 03

2008 2007
b} Staff Costs* Em £m
Wages and salanes™ 44 6 44 6
Social secuntycost_s“ - ¥ T ¥
Pension benefts T T s T T g

505 50 2

*includes Executive Directors
* includes share based payment expense
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4 Operating Costs continued
¢) Average Number of Employees®

The average monthly number of persons employed by the Group (including part-ume stafi) was as fotlows

2008 2007

Number Number

Fuller’s Inns 2761 2,808
fuller's Beer Company ) T2 2%
Central Services ) T e T 1 13
3,067 3,097

*Includes Executive Directors

d) Directors' Emcluments

Full detalls are provided in the Directors’ Remuneration Report and tables on pages 33 to 43

Five Directors had benefis accruing under defined benefit pension schemes at the end of the year (2007 five) One Director
had benefits accruing under the Company’s defined contnbution scheme at the end of the year (2007 none)

2008 2007

5 Exceptional Items &m £m
Amounts included in operating profit

Onerous lease charge o S ey -

Past service cost in respect of pen-smn—l-labl—ht& T e o (24 -

Wnite down of assets held for sale N )

(45) (04)

Profit on disposal of properties T 53 205

Total exceptional items before tax 08 201

The profit on disposal of properties duning the 52 weeks ended 29 March 2008 relates to the disposal of nine licenced and
unlicenced properties The profit on disposal of properties dunng the 52 weeks ended 31 March 2007 relates in the main to the
disposal of the Bngstow and Master Brewer Hotels

The onerous lease charge of £2 1 million relates to a provision made at 22 March 2008 in respect of leasehold properties which
are currently trading at 3 loss and which the Directors do not expect to become profitable in the future

The past service cost of £2 4 milhon refates to the recognition of a hability for unfunded pensions paid to former employees
where the Directors had previously taken the decsion to expense as incurred The Directors have reassessed the accounting
treatment and now consider that a conskructive obligation exists and have accounted for these payments on a defined benefit
basis The charge for the year represents the recogmition of the actuanal liability at 29 March 2008

The tax charge on these items was £0 3 milion In addition an exceptional tax credit of £2 4 million (note 8) was recorded in
respect of the impact of the change in the Corporation Tax rate from 30% to 28% on deferred tax balances The total
exceptional tax credit for the year was £21 mihon (2007 charge of £6 4 million}

2008 2007
6 Finance Revenue £m £m
Interest receivable from
Cash and cash equvalents 7 01 T 04
Finance income on net pension liabilities T Tm o e T ey T
03 04
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2008 2007
7 Finance Costs £m £&m
Interesl expense ansing on
Financial habiliues at  amortised cost -—l:—)rarroww‘rgs" ST e o Y T
Financial habilities at amortised cos_tmﬁréf_e_r-érrce_shares ’ e T o o 01 01
Total interest expense for financial Ilabllmes 67 79
Finance charge on net pension habiliues T S T T T T 02

67 81

8 Taxation
a) Tax on Profit on Ordinary Activities

2008 2007
GROUP £m £m
Tax charged in the Income Statement
Current ncome tax h T ) )
Corporation tax 40 65
Amounts over provrded In prewous years - T R S 0s) (02
Total current income tax 35 63
Deferred Lax
Orlgmatlon and reversal of temporary dlfferences S ) R T 36 T 66
Credit in relation to change In corporation taxrate 7 {(24) -
Amounts under provided in previous years - 02
Total deferred tax 12 68
Total tax charged in the Income Statement 47 131
Tax relating to items charged/(credited) to equity
Deferred tax
Reduction i deferred tax Ilablht)r due to Indexation ) (0 4) 04
Actuarial gains on pension schemes 1M 07
Financial assets e Y I T
Share-based paym;:nts S T S “ 03 10)
Charge in relation to change in corporation tax rate ) 03 -
Cuventtax T oo momemm e
Share-based payments T 70T T ©7n -
Tax charge/(credit} included in the Statements of Recogmised Income and Expense 04 {03)
Deferred tax in the Income Statement
Accelerated tax deprecmuon (19) 03
Rolled overcap:tal galrws - T T Y T
Retrement beneft obligavons T 20 08
Tax losses carned forward 03 (0 4)
Employee share schemes - Y (1))
Others T - ©02)

12 68
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8 Taxation continued

Duning the year Finance Act 2007 has been enacted The main impact is that the rate of UK corporation tax reduces from 30% to
28% from 1 Aprl 2008 To the extent that this rate change will afiect the amount of future cash tax payments to be made by the
Group, this will reduce the size of both the Group’s balance sheet deferred tax hiability and deferred tax asset

The impact in the 52 weeks ended 29 March 2008 1s a credit to the Income Statement of £2 8 milhion, of which £2 4 million
{note 5) has been recogmsed as an exceptional item, and a further charge to equity of £0 3 mithon

b) Reconcibation of the Total Tax Charge

The tax expense tn the Income Statement for the year s lower {2007 higher) than the standard rate of corporation tax in the UK
of 30% (2007 30%) The differences are reconciled below

2008 20407
GROUP £m £&m
Profit from continuing operations before taxation 238 422
Accounting profit muluphied by the UK standard rate
of corporation tax of 30% 71 127
Items not deductible for tax purposes S T T e o9
Cun:én—t a"nd deferred tax overprowded In previous years (0 5) -
Deferred tax provuldéud" for at 28% of c;orporatlon-t%;(. T (2 8) -
Share- based payments T T (0"1)
Capnta] losses o N (15
oter o - 01
Total tax charged in the Income Statement 47 131
¢) Tax Consequences Ansing from the Payment of Dwdends
There are no tax consequences attaching to the payment of dwidends by the Group (o 1ts shareholders
2008 2007
9 Earmings Per Share £m £m
Profit attnbutable to equity shareholders 191 291
Exceptional tems netoftax (2 9) (13 7)
Adjusted earmings attnbutable to equity shareholders 16 2 154
Number Number
Weighted average share capital 55,812,000 55,838,000
Dilutve outstanding options and share awards T 724,000 £65.000
Diluted weighted average share capital 56,536,000 56,503,000
2008 2007
40p ‘A’ ordinary share or unquoted 40p ‘C’ ordinary share Pence Pence
Basic earnings per share 3433 5214
Diluted earnings pershare o ) B 3389 5152
Adjusled e;rﬁ]ﬁés per share T T ) 2915 2758
Diluted adjusted earnings pe—r-s.hare ) o T T T g T s
Unquoted 4p ‘B’ ordinary share Pence Pence
Basic earnings per share 343 5N
Diluted earrings per share R T T
Adusted earnings pershare N ) BT S S 74
Diluted adjusted eamings per share ) 288 273

FULLER SMITH & TURNER PL C Report and Accounts Part (1 65




Notes to the Financial Statements
conunued

9 Earnings Per Share conttnued

During the year the shareholders of the Company agreed a sub-diviston of each of the three classes of ordinary shares ('the
share splt’) Every two £1 ‘A" ordinary or £1°C’ ordinary shares became five new 40p ‘A ordinary or 40p C’ ordinary shares and
every two 10p ‘B’ ordinary shares became five 4p ‘B’ shares This was completed on 6 August 2007

The earnings per share calculation 1s based on earnings from continuing total operations (after deducting preference dividends)
and on weighted average ordinary share capital which excludes shares held by trusts relating to employee share options and
shares held in treasury of 1,158,901 (2007 1,153,935) Comparative information for the 52 weeks ended 31 March 2007 has
been restated for the effects of the share split

Diluted earmings per share amounts are calculated using the same earnings figure as for basic earnings per share, dwded by the
weighted average number of ordinary shares outstanding during the year plus the werghted average number of ordinary shares
that would be issued on the conversion of all the ditutive potential erdinary shares into ordinary shares

Adjusted earmngs per share are calculated on profit before tax excluding excepional items and on the same weighted average
ordinary share capital as for the basic and diluted earmings per share An adjusted earmings per share measure has been
inctuded as the Directors consider that this measure better reflects the underlying earnings of the Group

52 weeks ended 52 weeks ended

29 March 31 March
2008 2007
10 Dmdends £m £m
Declared and paid during the year
Equity dividends on ordinary shares ) ’ o o T
Final dividend for 2007 restated” 6 50p (2006 restated” 5 65p) T 380 32
Intenim diidend for 2008 2 80p (2007 restated” 2 59p) 16 15
Equity dmidends paid 52 7
Dividends on cumulative preference shares 01 01

Proposed for approval at the AGM
Final dividend 2008 & 90p (2007 restated’ 6 50p) 38 36

* Comparative information for the 52 weeks ended 31 March 2007 has been restated for the effects of the five for two share spht

The pence figures above are for the 40p ‘A’ ordinary shares and unquoted 40p 'C' ordinary shares The unquoted 4p ‘B’ shares
carry drdend nghts of one tenth of those apphcable to the 40p ‘A’ ordinary shares Own shares held in the Fuller, Smith &
Turner PL C Employee Share Trust 1998 do not qualfy for diwdends as the Trustees have waved theirnghts Dividends are also
not paid on own shares held as treasury shares
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11 Goodwill &m
GROUP

Cost at 1 April 2006, 31 March 2007 and at 29 March 2008 245

Goodwill acquired through business combinations has been allocated for imparrment testing on an estate cash-generating unit
ievel This represents the lowest level within the Group at which goodwall 1s monitored for internal management purposes
Recoverable amount is based on a calculation of value In use based upon the budget for the forthcorming financial year approved
by senor management Cash flows beyond the budget penod are extrapolated up to 5 years on the assumption that the growth
rate does not exceed 3 0% (2007 3 5%) This rate does not exceed the average long term growth rate for the relevant markets
The discount rate apphed to cash flow projecuons 1s 9% (2007 7%)

Key Assumptions Used In Value In Use Calculations

The calculation of value in use 1s most sensitive to the following assumptons

- Sales volumes,

« Gross margin In managed premises,

« Barrelage and rent projections in ienanted premises,
= Wage costin managed premises, and

« Growth rates

Gross margins are based on histoncal performance levels It has been assumed that any increase in exaise duty will be reflected
in an increase In sales price and hence will have no effect on margins

All of the key assumptions above have their assigned values based on management knowledge and historical information

Sensitivity To Changes In Assumptions

With regard to the assessment of value in use management believes that no reasonable possible change in any of the above key
assumptions would cause the carrying value of the unit to exceed its recoverable amount

Cash-Generating Units

The carrying amount of goodwill 1s allocated to cash generating units as £22 7 mulhaon to the Gales estate, and £1 8 millken to
the Jacomb Guinness estate at both 29 March 2008 and at 31 March 2007
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Plant, Conlainers,
Land & machinery fixtures &

builldings & vehicles fitings Total
12 Property, Plant and Equipment £m £m £m £m
GROUP Cost
At1Apnl 2006 . ) 2790 239 693 3722
Additions ) , N ) 124 07 8 717
Disposals T (15 8) 02 T 76) (23 6)
Transfer to assets held for sale ) ) (27) I ©s (32
At 31 March 2007 2729 24 4 698 3671
Additions 93 15 81 189
Disposals o ) ) {15) 8 {(12) (35
Transfer 1o investment properf); ) B o T os) L T T (035)
Transfer to assets held for sale {18 - (01 (19)
Transfer from assets held forsale N o M2 - B 12
At 29 March 2008 2796 251 766 3813
GROUP Depreciation and impairment
At1Apni2006 77 103 132 327 562
Provided during the year 15 16 76107
Disposals @3 (0 2) (39 (6 4)
Transfer to assels held for sale T (02 - ©3 09
At 31 March 2007 93 14 6 361 600
Provided during the year 17 14 77 10 8
Irﬁpalrme"m loss o - - 01 01
Dls])osals CooTT T e 1) ©7n 08y v (16)
Transfer to assets held for sale ’ {01) - - {(N)]
At 29 March 2008 108 153 431 692
Net book value at 29 March 2008 268 8 28 335 3121
Net book value at 31 March 2007 2636 98 337 3071
Net book value at 1 Apnl 2006 2687 107 366 3160
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Plant, Contawners,
Land & machinery fixtures &

buildwngs & vehicles fittings Total
12 Property, Plant and Equipment continued £m £m £m £m
COMPANY Cost
At 1 Apnl 2006 ) ) 1876 238 651 276 5
Adduons oo T 122 07 11 200
Intercompany transfer 888 - 39 927
Disposals o (14 3} ) B vA BN ¢ 1)
Transfer to assets held for sate {15} - (0 5) 2o
At 31 March 2007 2728 243 683 3654
Addtions 93 15 81 189
blspbsafg S ) (15) (08 (12) (35
Transfer (o nvestment propesty (05) - - ©s)
Transfer to assets held forsale o T Tas) - {01 (19
At 29 March 2008 2783 250 751 3784
COMPANY Depreciation and impairment
AU1 Apni 2006 103 132 323 558
Prowded dunng the year ) 14 16 64 94
D;s;[;b“sal; T N B 23) T (02 (39) (64)
Transfer to assets held forsale ") -7 Ty (05)
At 31 March 2007 92 14 6 345 583
Provided during the year 17 14 77 108
impairment loss ) o ST 0 1T 01
Disposals 01 0 o8 T e
Transfer to assets held for sale 01 - T T o
At 29 March 2008 107 153 415 675
Net book value at 29 March 2008 2676 97 336 3109
Net book value at 31 March 2007 2636 97 338 3071
Net book value at 1 Apnl 2006 1773 106 328 2207

Group and Company

The amount of interest capitalised dunng the 52 weeks ended 29 March 2008 was £4,000 (2007 £nil}, bringing the total
amount of capitalised interest to date to £4,000 {2007 £mil)

Impairment

The Group constders each trading outlet to be a cash-generating unit {*CGU") and each CGU is reviewed annually for indicators

of impairment

In assessing whether an asset has been impaired, the carrying amaount of the CGU 1s compared to (1s recoverable amount The
recoverable amount 1s the higher of its fair value less costs to sell and its value In use In the absence of any informanon about
the fair value of a CGL, the recoverable amount 1s deemed to be its value in use

During the 52 weeks ended 29 March 2008 the Group provided fora number of onerous leases In addiion, the Group sufiered
an imparrment loss of £0 1 million in respect of plant and equipment used 1n these properties
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Group Company
Freehold Freehold
& leasehold & leasehold
properties propertics
13 Investment Properties £m £m
Cost
At1Aprl 2006 ) 84 21
Intercompany transfer ’ ) - T 22
P I (X M (B
Transfer to assets held forsale o " 2 (©1)
Cost at 31 March 2007 41 41
Transfer from property, plant and equipment 05 05
Transfer from assets hefd forsale ) ’ ) 42 01
Cost at 29 March 2008 38 47
Depreciation
AL 1 Apnil idOS I N T T o T T o T 6‘1
Pronded dunng the year T o - -
Depreciabion at 31 March 2007 01 01
Provided during the year - -
Transfer to assets held forsale - CoT T T
Depreciation at 29 March 2008 01 01
Net book value at 29 March 2008 87 46
Net book value at 31 March 2007 40 40
Net book value at 1 April 2006 83 20
Fawr value at 29 March 2008 130 89
Fair value at 31 March 2007 77 77
Fair value at 1 April 2006 118 56
The fair value of investment properties has been estimated by the Directors, based on the rental income earned on the
properties during the year and average yields eared on comparable properties from publicly avarlable nformation An
independent valuation of the properties has not been performed
The propertes are let on both landlord and tenant repainng leases
Amounts recognised n the profit for the financial year relating te investment preperties are as follows
Group Group Company Company
2008 2007 2008 2007
£m £m £m £m
Rental income 05 03 04 ¢3
Drrect operating expenses 77T T ey Ty (o)

All direct operating expenses relate to properties that generate rental income
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Group Group Company Company
2008 2007 2008 2007
14 Financial Assets Em &m £m £m
Interest rate swap 02 09 G1 07
Interest rate ca"p“ uuuuu o 01 03 01 03
03 12 02 10

Detalls of the interest rate swap and cap are provided in note 27
Group Group Company Company
2008 2007 2008 2007
15 Other Non-Current Assets £m £m £m £m
Loans to customers due after one year 07 07 07 07
Non-cument portion of lease premuums 02 03 02 03
a9 10 09 10
Cost Prowsion  Net book value
16 Investments in Subsidiaries £m &m £m

COMPANY

At 1 Apnil 2006, 31 March 2007 and at 29 March 2008 ’ o 20 7 T T 918
Principal subsidiary undertakings Holding Proportion held Nature of business
Gnifin Catenng Services Limited &£1 ardinary shares 100% (indirect) Managed houses service company
George Gale & Co bimited  £lordmaryshares  100%  Managed houses service company
) "25p ‘A ord;n;)ry shares  100% o o o ST
V o 4 £10 prele}ence shares  100% )
Jacomb Guinness Limited T £1ordmary shares 100% 777 Nontrading
45Woodfield Limited £1 ordinary shares 100% (indirect) Non lradlné
Grand Canal ?l:a&II'"'Ig“l:IIT"III“EE] 2 ordanary shares 16()°f-c|_(ﬂmd-|5ect»)“h T 7 Nen lr:;dlng

The above companies are registered and operate in England and Wales

On 31 March 2007, certain assets and habilities of the subsidiary undertaking, George Gale & Co Ltd , were transferred to the

Parent Company, as discussed in note 34

Group Group Company Company

2008 2007 2008 2007

17 Inventories £m £m &m £m
Raw matenals, beer in progress 08 08 09 08
Beer, wanes and spints 35 30 34 30
Stock at retall outlets 15 16 15 16
58 54 58 54

The difference between purchase price or production cost and their replacement cost 1s not materal
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Group Group Company Company
2008 2007 2008 2007
18 Trade and Other Recevables £m £m £m £m
Trade recevables 128 124 128 12 4
Other recevables 10 10 10 10
Prepayments and accrued income 19 16 19 16
157 150 157 150

The trade recevables balance above 1s shown net of the provision for impairment losses As a general rule the Group provides
fully aganst all trade receivables which are over six months overdue In addition to this there are indvidua! specific provisions
against balances which are considered by management to be at nsk of default

The movements on this allowance account during the year are summansed below

2008 2007
GROUP AND COMPANY £m £m
Trade receivables provisien at 31 March 2007 09 11
Increase in provision recognised n profit and loss 02 02
Amounts written off dunng the year (05) (¢4
Trade recevables provision at 29 March 2008 06 09

Impairment losses on trade recewvables are recorded in the accounts separately from the gross recewvable The contractual
ageing of the trade recevables balance is as follows

2008 2007
GROUP AND COMPANY £m Em
Current 120 M2
Overdue pr to 30 days o 08 09
Overdue between 30 and 60 days o T 03 02
Overdue more than 60 days e 1 T 1
Less bro;nsfon “ ) ) (0 6} {09)
Trade recewables net of provision 128 124

Included w the Group's trade recevables balance are trade recevables with a carrying value of £0 9 milhon {2007 £1 3million) which
are overdue at the balance sheet date for which the Group has not provided as the Group considers these amounts (o be recoverable

In addition, there are loans to customers Included i other recewvables of £0 2 millien {2007 £0 2 rilhon) due within one year and
£0 7million (2007 £0 7 miflion) due n more than one year, against which there 1s a provision of £0 2 million {2007 £0 2 milkon)
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Group Group Company Company
2008 2007 2008 007
19 Cash and Cash Equivalents £m Em &m £m
Cash at bank and n hand 39 29 39 89
Cash at bank earns interest at floating rates The fair value of cash and cash equivalents Is the same as their book value
For the purposes of the consolidated cash flow statement, cash and cash equivalents compnse the following
Group Group Company Company
2008 2007 2008 2007
£m £m £Em £m
Cash at bank and in hand 3% 89 39 89

Al 29 March 2008, the Group had available £30 0 millon (2007 30 0 million) of undrawn commitied loan facihties These

facilibies are available until November 2010

Group Group Company Company

2008 2007 2008 2007

20 Assets Classified as Held For Sale £m £m £m £m
Property, plant and equipment o ) 18 27 18 15
Investment property o N - 42 o - i 0 1_
Less asset write down - (0 4) - (0 4)
18 65 18 12

The Horndean brewery site, included in assets held for sale at 31 March 2007, has been transferred out of assets held for sale at

29 March 2008 as the sale 1s now expected to take longer than onginaily anticipated

In addiion the Group and Company have two {2007 five} properties that are in advanced stages of the sales process and are
expected to be completed in the next financial year All {2007 four) of the properties are expected to result in a profit on sale,
however no provision has been made for this 1n the current year For 2007, one property was anticipated to make ajoss of

£0 4 million which was included in exceptional items {note 5)

Group Group Company Company
2008 2007 2008 2007
21 Trade and Other Payables £m £m £m £m
Due within one year
Trade payables 143 14 5 143 145
Amounts due to subsidiary undenakfr{gs o T T T T I T T T g5 T B0
Other tax and sécfai_secdﬁiy 57 5 8 5 7 7 sy
Other payables 7 T T T s 56 54 56
Accruals ) o CooTm T 79 7 80 797 T 80
333 339 1183 114 4
Due in more than one year
Otherpayables 7~ 17 - 17 B
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Group Group Company Company
2008 2007 2008 2007
22 Bank Loans and Lozn Notes £m &m Em £m
Bank loans 69 ¢ 740 590 640
Loan notes 1ssued on acquisiien of sub5|d|ary 18 28 18 28

The bank loans were taken out to fund the acquisiton of Gales They are unsecured, and are repayable as shown i the table
below Interest 1s payable at LIBOR plus a margin, which was 0 5% at 29 March 2008 (2007 0 7%) The vaniable rate interest
payments under the loans have been partially swapped for fixed interest payments and a proportion of the remamning vartable
rate interest payments have also been capped Detalls of the swap and cap arrangements are given in note 27 These facilities
are avallable untl November 2010

All loan notes at 29 March 2008 and 31 March 2007 are repayable within one year The Group pays mterest on the loan notes at
0 75% below & month LIBOR, on 1 June and 1 December each year They were redeemable at par at the option of the loan note
holders on 1 December 2007, and are now redeemable at any interest payment date thereafler The Company has the option to
redeem any loan notes at par after 1 December 2006, if the aggregate amount of notes i ssue 1s less than £2 milhon If any
notes remam 3t 23 Cctober 2010, then they will be redeemed at par by the Company on that date The loan notes are issued m
£1 denormnations

Group Group Company Company
2008 2007 2008 2007
Bank Loans £m £m &m £m
The borrowings are repayable as follows
On demand or wathin one year ) S T 63 7 s0 0 83 50
In the second year T N 75 63 75 63
In the third to ffth years-mcluswe Y T~ 5 A 452 © 527
690 740 590 640
Less amount due for settlement within 12 months
{shown under current habilities) (63) (50) 63 (50)
Non-current iabilives 627 690 527 590
Loans at both year ends are denorninated in Sterling
Further information on borrowings 1s given in note 27
Group Group Company Company
2008 2007 2008 2007
23 Debenture Stock &m &m £m £m
Debenture stock
11 50% 1st Mortgage Debentwre Stock 2030 12 1z 12 12
10 70% 1t Mortgage Debenture Stock 2023 60 “T60 80 60
6 875% Debenture Stock 2028 (1st floating charge) 199 199 199 199
Less 2028 debenture issue costs N N k) Y ( Y ) R (1)
270 270 270 270
Analysis of repayments
béba:l“lu“r:e"stnc;ck repayable between two and five years 12 ) 12 12 12
Debenture stock repayable after five )—/é_a"r; I - Y Y 258 258
270 270 270 270

The debenture stocks are secured on specified fixed and floatng assets of the Company and are redeemable on matunty (see
note 27)
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24 Penstons

a} Retirement Benefit Plans — Group and Company

Duning the prior year, the Group operated three funded pension plans Two of these plans, the Fuller, Smith & Turner Pension
Plan and the Fuller, Smith & Turner Directors’ Penston Plan, related 10 employees of the Parent Company The third plan, the
George Gale & Company Limited Staff Pension and Assurance Scheme, related to employees of the Group subsidiary, George
Gale & Co Ltd , and was merged with the Fuller, Smith & Turner Pension Plan on 23 March 2007 {detalls below)

Merger of Defined Benefit Pension Schemes

On 23 March 2007 the George Gale & Company Limited Staff Pension and Assurance Scheme merged with the Fuller, Smith &
Turner Pension Plan At the same date the Fuller, Smith & Turner Directors’ Pension Plan, already included in the Parent
Company’s habilities, was formally merged with the Fuller, Smith & Turner Pension Plan The benefits and obligations 1o each
class of member have not been changed by this merger, but the Trustees and the Company have reduced operating costs on
these schemes as a result

The merged plan 1s Defined Benefit in nature, with assets held in separate professionally managed, trustee-administered funds
The pension cost relating to the position of the merged plan 15 assessed with the advice of an ndependent actuary The plan 1s
closed to new entrants

The Group also operates three defined contribution stakeholder pension plans for tts employees The Fuller's Stakeholder
Penston Plan was sel up for new employees of the Parent Company after the closure of the Fuller, Smith & Turner Pension Plan to
new entrants on 1 August 2005 The Griffin Stakeholder Pension Plan operates for those employees of a Group subsidiary The
Gales 2001 scheme was set up following the closure of the defined benefit scheme in 2001

The Group also pays benefits to a number of former employees which are unfunded In previous years the cost of these benefits
have been expensed as incurred The Directors have reassessed the accounting treatment and now consider that a constructive
obligation exists and have accounted for these payments on a defined benefit basis An exceptional past service cost of £2 4
million was charged to the income statement dunng the 52 weeks ended 29 March 2008

Special Contnbutions

In March 2007 a special payment of £2 million was made to reduce the deficit of the merged defined benefit scheme at 31 March
2007 A further payment of £8 milion was made in Apnl 2007, reducing the deficit at 29 March 2008 by the same amount

Group Group Company Company

2008 2007 2008 2007

Total amounts charged i respect of penstons in the period £m £m £m £m
Charged to ncome statement

Defined benefit schemes - operal_IFl;g,_pAréf&_l;e?oFE-e-;Eé[Jifc;l{;] ;twe";ns R Y T T R 20 18

Defined Bér};:f.lrs;c;ﬁemes méx;:e[;u;)nal items ’ T 24 ) - 24 -

[“);:“ﬁul{ecuiut;éﬁéfn schemes - net finance (lncome)/charge ) ) (02) 02 {02} 02

Defined contributson schemes - total operating charge 01 T e T TS

43 22 43 20

Credu loequty o o _

Defined benefit schemes - net actuanial gains (43) (26) (4 3) {20)

Total pension credit - o4 - -

The total contnbutions to the defined benefit plans 1n the next financial year are expected ta be £2 2 millien for the Group and
the Company
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24 Pensions continued

b} Defined Contnbution Stakeholder Peasion Plans - Group and Company

The total cost charged to income in respect of the defined contrbution stakeholder schemes 1s shown above These pension
plans have not invested 1n any of the Group s own financial instruments nor i properties or other assets used by the Group

¢) Defined Benefit Plans - Group and Company

The merged delined benefit Plan was actuanally assessed as at 29 March 2008, using the projected unit credit method

The merged pension plan has not nvested n any of the Group's own financial Instruments nor In propertes or other assets
used by the Group The Employee Pension Plan had for a number of years a small investment in the Parent Company’s equity ‘B’

shares, however, these were all disposed of dunng the 2007 inancial year

Key Assumptions

The mortality assumptions used in the 2008 valuation of the Plans are set out below

2008 2007

Years Years

Current pensioners (at 65) - males 204 185
Current pensioners (at 66) - females C o e I Y R ns
Future pensaonerr‘sm(at 65) - males S T ‘ "3 T 199
Future pensioners (at 65) - females 242 228

The assumpuons for future pensioners are based on Lhe average current age of the active populauon, which 1s 52 years for male

members of the scheme {2007 52) and 51 years for fermale members (2007 51)

A
Key financial assumptions used in the valuation of the schemes 29 March 205‘; 31 March 2007:
Rate of tncrease in salanes 380% 3 70%
Rate of icrease in pensions i payment T T T 330% 320%
Discountrate T Tt T T T T T T s3m 530%
Inflation assumption  330% 320%

Long term Long term

rate of retum rate of return

Value at expected at Value at expected at

29 March 2008 29 March 2008 31 March 2007 31 March 2007

Assets 1n the schemes and the expected rate of return £m % £m %
Bonds - Government 81 4 50% 60 4 80%
8onds - Corporate T T T T T Te30% 14 530%
fquues T TTTTTOTTTTT TR T Temm T 395 700%
Property o “ o 08 700% o9 700%
Cash 146 5 50% 36 4 75%
Annutes o TTTTTTTUTTT "9 Tg3m 09 "5 30%
Total market value of assets 612 632% 523 6 52%
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24 Pensions continued

The amount included in the Balance Sheet anising from the Group's 2008 2007 2006 2005

obligations n respect of its defined benefit retirement plans £m &m £m £&m
Fair value of plan assets 612 523 4512 257
Present value of scheme labiltes (666) """"" (68 3} {66 8) {39 0)
Deficit in the scheme {5 4} (16 0} (216) (13 3)

included within the total present value of scheme habilities of £66 6 million (2007 £68 3 milhon} are liabihues of £3 3 milflien

(2007 £0 8 milion) which are entrely unfunded

Group Group Company Company

2008 2007 2008 2007

Analysis of the amount charged to operating proft £m £m £m £m
Current service cost of defmed beneht schemes 20 18 20 17
Past gervuce cost 24 02 24 S
Ganon curtalment ST N N - (on - -
Total operating charge 44 19 44 18
Group Group Cormpany Company

2008 2007 2008 2007

Analysis of the amount charged to other finance expense &m £m £m £m
Expected return on pension scheme assets (38) {30) (38) (23)
Interest on pension scheme habilves 36 32 36 25
Net (income)/charge (02) 02 (02 02
Group Group Cormpany Company

2008 2007 2008 2007

Movements in the fair value of scheme assets during the year £m £m £m £m
Fair value at beginning of the year 523 45 2 523 340
Expected return on scheme assets I I ¥ T 30 38 23
Actuanal (Iosses)/galns N T wo 05 Y 0) s
Ernp!oyer contributions. 25 32 25 Y
Employer special contribubons o 80 20 80 20
Employee conmbutons 77 o6 07 06 06
Benefits paid (20) (23) ey T e
Scheme merger ) - - - Ty
Fair value at end of the year 612 523 612 523
Group Group Company Company

Movements n the present value of defined benefit 2008 2007 2008 2007
obligatsons during the year £m &m &m £m
Present value of obligation at beginming of the year (68 3) {669) (68 3) {50 2)
Serwcecost S T T (20) (18) 20 a7
Interestcost T @e @2 (36 25)
Employee contributions oo T Toe) ) T e (e
Eéneflls pz;ld ) 20 i3 h 2 b T "1 6
Pastservicecost 7777 T e 02 (2 4) ©1)
Ganoncurtalment T gq C- -
Actuarral gains oo mé-?, T T T Ty
Scheme merger - T T - (16 3)
Present value of obligation at end of the year (66 6) (68 3) (66 6) (68 3)

FULLER SMITH & TURNER PLC Report and Accaunts Part Il 77




Notes to the Financial Statements
continued

24 Pensions continued

Group Group Company Comparny
The analysis of the actuarial gains in the Statement 2008 2007 2008 2007
of Recognised Income and Expense £m £m £m £m
Actual return less expected return on pension scheme assels (4 0) 05 (4 0) 05
Expenen}:é Josses arsing on 'the scheme Ilabtlmue“s’ T T s a 0) 05 (©7)
Changes in assumptions underlying the present valueof CTTrmrrmmmm e e
the scheme liabilities 78 31 78 22
Actuanal gains 43 26 43 20
History of Experience Gains and Losses — Group
A fouryear hustory 1s presented below
2008 2007 2006 2005
Difference between actual and expected returns on assets (£ milhon) {40) 05 65 09
% of scheme assets (6 5%) 10% 14 4% 3 5%
Experlence galns/(losses) onhabilmes (€ millor) 05 (1 0) ’ {02) {0 5)
% of scheme labilities T T T Tosw TG 5%) o (0 3%) (1 3%)
Total actuanal gams/{losses) (£ million) 43 26 (14 @49
% of scheme liabilues ] 6 5% 3 8% Q1w (62w

The cumulative amount of actuanal gains recognised since 28 March 2004 n the Group Statement of Recognised Income and
Expenses 1s £3 1 million (2007 losses of £1 2 million} The Directors are unable to determine how much of the pension scheme
deficit recogrused on transition to IFRSs and taken directly to equity 1s attnbutable Lo actuanal gains and losses since inception of
these pension schemes Consequently, the Directors are unable to determine the amount of actuanal gains and fosses that
would have been recogrused in the Group Statements of Recogmsed Income and Expense before 28 March 2004

The expected return on assets 1s the product of the werghted average rate of return on assets and the farvalue of scheme
assets al the start of the year, adjusted for expected contnibutions less benefits paid

History of Experience Gains and Losses - Company

A four year hustory 1s presented below

2008 2007 2006 2005
Difference between actual and expected returns on assets (£ rullion) (40) 05 51 09
% of scheme assets e T (—6—5.0/_0) T 1"0-0}0"“ BRI 350
Expenence gans/(losses) on habilities (£ million) T T Tes T T en T e (0s)
% of scheme ligbilities ¢ 8% {1 0%} {05%) (1 3%)
Total actuarial gans/(losses) (€ million) T 43 20 (31) (2 4)
% of scheme liabdwes 65% 29% 63w  (62%)

The cumulative amount of actuanal gains recogmised since 28 March 2004 in the Company Statement of Recogrused Income and
Expense 1s £0 8 milion (2007 losses of £3 5 milhon) The Directors are unable to determine how much of the pension scheme
deficit recogmsed on transition to IFRSs and taken directly to equity is attributable to actuanal gains and losses since inception of
these pension schemes Consequently, the Directors are ynable to determine the amount of actuanal gains and losses that would
have been recognised in the Company Statements of Recogmised Income and Expense before 28 March 2004

The expected return on assets 1s the product of the weighted average rate of return on assets and the fair value of scheme
assels at the start of the year, adjusted for expected contnbutions less benefits paid
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25 Preference Share Capital

First 6% Second 8%
cumulative cumulative
preference share preference share
GROUP AND COMPANY of £1each of £1 each Total
Nuymber Number Number
Authorised share capital 000s 000s 000s
Number authorised
At 1 Apnl 2006, 31 March 2007 and at 29 March 2008 400 1,200 1,600
Monetary amount £m £m £m
At 1 April 2006, 31 March 2007 and at 29 March 2008 04 12 16
Number Number Number
Isswed and fully paid number in 1ssue 000s 000s 000s
Numberin issue
At 1 April 2006, 31 March 2007 and at 29 March 2008 400 1,200 1,600
Menetary amount £m £m £m
At 1 April 2006, 31 March 2007 and at 29 March 2008 04 12 16

The first 6% cumulative preference shares of £1 each are entitled to first payment of 3 fixed cumulative dvidend and on winding
up to a return of pard capital plus arrears of dividends The second 8% cumulative preference shares of £1 each are entitled to
second payment of a fixed cumulative diwdend and on wanding up a return of capital paid up {plus a premium calculated by

reference to an average quoted price on the Stock Exchange for the previous six months) plus arrears of dvidends

Preference shareholders may only vote i imited circumstances pnncipally on winding up, alieration of class rights or on unpaid

preference dividends

Preference shares cannot be redeemed by the holders, other than on winding up

26 Deferred Tax

The deferred tax included in the Balance Sheet 15 as follows

Asset Liability Net Asset Liabiity Net
2008 2008 2008 2007 2007 2007
GROUP £m £m £m £m £m £m
Deferred tax
Retirement benefit obhgations 15 - 15 48 T Y
Tax losses carred forward " I T -2
Employee share schemes wo ST 1" 15 T - 15
Accelerated tax depreciation - {251) @51) - (270) (270)
R“ohlleduovérucap;l—lal gams‘ N - (14 0) (14 0) - (13 6) (13 é)
Financral assels - Ten T o 04 4
Others T T T w©n %3 Tea YT 7T Tos
41 (393) (35 2) 81 410 (329)
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26 Deferred Tax continued

The deferred tax included in the Balance Sheet 1s as follows

Asset Liabifity Net Asset Liability Net
2008 2008 2008 2007 2007 2007
COMPANY £m £m £m £m £m £m
Deferred tax
Reurement benefit obligaons 15 - 15 48 - 48
Tax losses carned forward ’ 08 - 7T v T -1t
iE"rflblt;S(e"e sf{are-éc":hemehs 11 - 1 " 15 |-
Accelerated tax depreciation - (2370 (237 - (25 6) (25 6)
Rolled over capital gain ) T T - T a3er T {36
Others ] 04 02 02 T 11 ) S
38 (379) (341) 77 (395) {318)

27 Financial Instruments

Details of the Group's treasury function are included in the Financial Review’s discussion of financial nsks and treasury policies
on page 20

The accounting treatment of the Group's financial instruments s detailed in note 1

a) Capital Management - Group and Company

As descnbed m note 1, the Group considers its capital to comprise the following

Group Group Company Company

2008 2007 2003 2007

Capital £m £m £m &m
Ordinary share capital 228 228 228 228
Share premium ) T s T 47T T T4 T ay
Capl_tai rézierh—pnon reserve KN 31 31 31
Hedgng reseve 02 08 01 07
Retained earnings ) T T T e T ses T 609 1490
Preference shares 16 16 16 16
2053 1895 1933 1819

In managing Its capital the primary objective 1s to ensure that the Group 1s able to continue to operate as a gong concern and to
maximise return to shareholders through a combination of capital growth, distributions and the payment of preference dividends
to its preference shareholders The Group seeks to maintain a ratio of debt and equity that batances nsks and returns at an
acceptable level and maintains sufficient funds to meet working capital targels, Investment requirements and comply with
lending covenants The Group has an ongoing share buyback programme and bought back £4 0 million in the 52 weeks ended
29 March 2008 (2007 £3 6 milhon) The Board reviews the Group's dividend policy and funding requirements annuatly
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27 Financial Instruments continued

b) Categones of Financial Assets and Liabilities

The Group's financial assets and hiabiliies as recognised at the balance sheet date may also be categonsed as follows

Group Group Company Company
2008 2007 2008 2007
£m £m £m £m
Non-current assets
Dernvative financial assets hedge accounted 03 12 02 10
Loans and other recervables in scope of IAS39 h o7 07 7 o7 T Ty
10 19 09 17
Current assets
Loans and other recewables T T o T
Trade and otherrecewables m scope IAS39 130 126 130 126
Cash and short term dep-osns ) 39 89 39 89
169 215 169 215
Tota! financial assets 179 23 4 178 232
Current habilities
Carried at amortised cost ) T T e
Trade and other payables inscope 1AS39 T w3 145 993 950
Loans and borrowings I £ 78 81 78
224 223 1074 1028
Non-current iabihities
Carried at amortised cost
Loans and borrowings 897 960 797 8690
Preference shares T T 16 16 16 16
93 976 813 876
Total financizl habiliies M37 1199 1887 190 4

c} Financial Risks - Group and Company

The main rsks associated with the Group's financial assets and liabilities are set out below, as are the Group s poltcies for their
management Dervative instruments are used to change the economic charactenstics of financial instruments in accordance

with Group policy

1} Interest Rate Risk

The Group's policy 1s to manage its cost of borrowings using a mixture of fixed and vanable rates Fixed rates do not expose the
Group to cash flow interest rate nsk, but do not enjoy a reducuion in borrowing costs 1n markets where rates are faling In
addition, the fair value nsk inherent in fixed rate borrowings means that the Group is exposed to unplanned costs if debt is paid
oll early On the other hand, floaung rate borrowngs, although not exposed Lo changes in fair value, expose the Group to cash

flow nisk following rises in interest rates and cost
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27 Financial Instruments continued

¢) Financial Risks continued

The Group's debentures totalling £27 0 rmilion (2007 £27 0 million) are at fixed rates The loan notes totalling £1 8 millhon
{2007 £2 8 mdlron) are at a floaung rate which repnces every six months The bank loans totalling £69 0 mithon (2007

£74 0 milhon) for the Group and £59 0 million {2007 £64 0 mithen) for the Company are at iloating rates The Group’s policy 1s
always to keep at least 50% of the outstanding debt at fixed or capped rates of interest, using interest rate swaps and caps
agreed with other parties to generate the desired interest rate profile, agreeing to exchange, at specified intervals, the difference
between fixed and vanable interest amounts, calculated by reference to an agreed notional principal amount At the yearend
84% {2007 81%) of the Group's bank loans and 81% (2007 78%) of the Company's bank loans were at fixed or capped rates
after taking account of interest rate swaps and caps

Interest Rate Swap - Group

The Group has entered into two Interest rate swap agreements in order to hedge the nsk of vanation i interest cash flows on its
borrowings

The first was entered into following the acquisition of Gales duning the 52 weeks ended 1 April 2006 The interest rate swap
amortises in accordance with the anticipated loan repayments and shares the same payment and resel dates and coincrdes with
the material conditions of the underlying loan The applicable fixed rate 1s 4 §925% The amount of berrowings hedged at

29 March 2008 was £45 0 milhon (2007 £50 0 million) The hedge has been assessed as highly effective and 1s anticipated to
remain highly effective throughout ts hfespan

Duning the 52 weeks ended 29 March 2008 a further interest rate swap in relation to borrowings of £5 5 miullion was entered
into The interest rate swap shares the same payment and reset dates as the underiying loan The applicable fixed rate 15 4 85%
The amount of borrowings hedged by this Instrument at 29 March 2008 was £5 5 million {2007 £nil) The hedge has been
assessed as tughly effective and 1s anticipated to remain highly effective throughout its lifespan

Interest Rate Swap — Company

The Company has entered into two interest rate swap agreements in order to hedge the nsk of vaniation 1n interest cash flows on
its borrowings

The first was entered into following the acquisition of Gales duning the 52 weeks ended 1 Apnl 2006 The interest rate swap
amortises n accordance with the anticipated loan repayments and shares the same payment and reset dates and coincides with
the matenial conditions of the underlying loan The apphcable fixed rate 15 4 8925% The amount of borrowings hedged at

29 March 2008 was £35 0 million (2007 £40 0 milkon) The hedge has been assessed as highly effective and is antictpated to
remarn highly effective throughout its hfespan

Duning the 52 weeks ended 29 March 2008 a further interest rate swap in relation to borrowings of £5 5 million was entered
into The interest rate swap shares the same payment and reset dates as the underlying loan The applicable fixed rate 1s 4 85%
The amount of borrowings hedged by this instrument at 29 March 2008 was £5 5 million (2007 £nif) The hedge has been
assessed as highly effective and 1s antictpated to remain highly effective throughout its lifespan
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27 Financial Instruments continued

Interest Rate Cap -~ Group and Company

Duning the 52 weeks ended 1 Apnl 2006, the Group entered into an interest rate cap 1n order to hedge the sk of a variation in
interest cash flows on its borrowings in the event of an interest rate nse The cap covered borrowings of £15 0 million at

inception and the cap has now reduced to cover £7 5 million borrowings (2007 £10 0 mullion) as 1t reduces in line with the
reduction in the underlying loan The interest rate cap shares the same payment and reset dates as the underlying loan
The capped rate is 4 8925% The hedge has been assessed as highly effective and 1s anticipated to remain highly effective

throughout its lifespan

Interest Rate Risk Profile of Financial Assets and Liabilities

The interest rate nsk profile of financial assets and abilities as at 29 March 2008 1s as follows

GROUP - 52 weeks ended 29 March 2008

Within 110 2t0  More than

1 year 2 years 5 years 5 years Total
Fixed rate &m £m £m Em £m
11 5% debentures 2010 - - {(12) - (12
10 7% debentures 2023 N Y N (Y)
6 875% debentures 2028 - - - (19 8) (198)
6% cumulative preference shares N (X (04)
8% cumulative preference shares ' - - - ) a2
Floating rate
Cash R ) R o T - 39
gankloan (63) (750  (552) - (690
Loan notes o O - - (18)
Interest rate swap® ) - 2T T e T I T o
interest rate caé‘ h T T - - 01 - 01
*The interest rate swap and the interest rale cap are discussed further above
GROUP - 52 weeks ended 31 March 2007

Within 110 2w More than

1year 2years Syears S years Total
Fixed rate £m £m £m £m £m
11 5% debentures 2010 - - (12) - a2
10 7% debentures 2023 - N R )
6 875% debenwres 2028 o2 7o - (198)  (198)
6% cumuk;nve preference shares s oo oy (6 4) o (0 4)
8% cumulative preference shares - - - 12 a2
Floaung rate
Bankloan 7 ) (50 {6 3) (62 —7) - (74 0)
Loan notes N X - (28)
Interest rate swap” - - 09 S 09
interest rate cz;p" T e e e T 03 - 03

*The nterest rate swap and the miterest rale cap are discussed further above
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27 Financizl Instruments continued

¢) Financtal Risks continued

COMPANY ~ 52 weeks ended 29 March 2008

Within 1to 2t0  More than

1year 2 years 5 years S years Total
Fixed rate £m £m &m £m £m
11 5% debentures 2010 - - (12) ~ (12y
10 7% debentures 2023 - - - (6 0) (6 0)
6 875% debentures 2028 oo - - (198  (198)
6% cumulative préfé?énéé shares S - - - (04) (0 4)
8% cumulabive preference shares ) “ - - - {12) {12)
Floating rate
Cash ) S ) % 2 39
Bank loan T R (6 3)— ) 7 5}— o (45; i)h - (59 0}
Loan notes ) ) o uh 8) - - '(1 8)
Interest rate swap® T ST e 01
Interest rateéap")"” oo om0 01 - 01
* The interest rate swap and the interest rate cap are discussed further on pages 82 and 83
COMPANY - 52 weeks ended 31 March 2007

within 1lo 210 More than

1 year 2years 5 years 5 years Total
Fixed rate Em £m £m £m £m
11 5% debentures 2010 - - {12) - (12)
10 7% debentures 2023 - - - (6 0} (60)
6 875% debentures 2028 - - - (198 (198)
6% cumulative preference shares - - - ) (04)
8% cumulative preference shares - - - (1 2-)— )
Floating rate
Cash T TUTTTOTTTOUTTT T T g9 - - - 89
Bankloan T 60 (63  (527) - {s40)
Loannotes T 28) - - - (28)
ir;[erés"tm;atgs‘;:;p;ww” T ) S - - o7 - 07
Interest rate cap” T 03 - 03

* The Inlerest rate swap and the inlerest rate cap are discussed further on pages 82 and 83

Interest on financial instruments classified as flosting rate 1s repriced at intervals of less than one year

Interest on financial instruments classified as fixed rate 1s fixed untd matunty of the instrument

Amounts due to subsidiary undertakings included in Company trade and other payables of £85 0 million (2007 £80 5 muflion)
have no fixed repayment date Interest 15 payable on the balance at 3% above the Bank of England base rate Al other significant

trade and other recervables and trade and other payables balances are due within one year and are at nil rate of interest
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27 Financial Instruments continved

Sensitvity - Group and Company

The Group borrows in Stering at market rates 3 month Sterling LIBOR rate during the 52 weeks ended 23 March 2008 ranged
between 5 48% and 6 90%, a range of less than 1 5%, therefore the Directors consider this to be 2 reasonable possible change
in rates The annualised effect of a 1 5% decrease in the interest rate at the balance sheet date on the floating rate debt at the
balance sheet date would, all other variables being constant, have resulted in an increase in the Group's post-tax profit of less
than £0 2 muflion (2007 £0 3 million) and the same incresse to the Group's net equity A 1 5% increase In the interest rate
would, on the same basis, have decreased post-tax profit and net equity by £0 2 milkon (2007 £0 2 mithon)

(1) Foreign Currency Risk

The Group buys and sells goods and services denominated in non-steriing currencies principally US dollar and Eure As a result,
movements 1in exchange rates can affect the value of the Group’s revenues and purchases

The Group minimises its transactional currency exposures In non-sterling currencies It buys or sells forward the net known
value of all commutied purchase or sales orders From time to time, the Executive Directors will agree to buy or sell a proportion
of the estimated sale or buy orders for the remaining part of the year Forward currency contracts must be in the same currency
as the hedged tems The Group does not trade in forward currency hedges

The Group has transactional currency exposures principally tn US dolfars (US$), Euro (€) and Australian dollars (AUSS) Such
exposures arise from sales or purchases in currencies other than Sterfing The Group policy on covenng foreign currency
exposure 1s included in the Financial Review's discussion of financial nsks and treasury policies on page 20

At 29 March 2008 the Group and Company had forward contracts open to sell USSD 2 million (2007 US$0 3 milhon), to buy
€0 3milion (2007 €0 9 millon) and to buy AUS$0 1 million (2007 AUS$AIl) These have a Sterling equivalent of £0 1 million,
£0 2 million and £0 1 million respectively (2007 £0 2 milion, £0 6 milien and £nil respectively} and a net loss of £nil (2007
loss of £rul) when companing the contractual rates with the year end exchange rates

At 29 March 2008 the only significant foreign currency assets or liabiliies were the followeng bank deposits

2008 2007
GROUP AND COMPANY p o
Euro 0% =2
US dollars T T m s mmmemn s s ey
Austrahan dollars R LR e Gy o

() Credit Risk

The risk of financial loss due to a counter party's fallure to honour its obligations anises principally in relation to transactions
where the Group prowides goods and services on deferred payment terms, deposits surplus cash and enters inte dernvative
conlracts

Group policies are aimed at minimising losses and deferred terms are only granted 1o customers who demonstrate an
appropriate payment hustory and satisfy credit worthiness procedures Indvidual customers are subject to credit imuts 1o control
debt exposure Credit insurance 1s taken out where appropnate for wholesale customers and goods may 2lso be sold on a cash
with orderbasis The fargest part of the Group’s revenue 15 in the retail sector where 1t 1s illegal to sell alcohol in icensed
premises to customers on deferred credit terms
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27 Financial Instruments continued

(1) Credit Risk continued

Cash deposits with financial institutions and denvative transactions are only permitted with first class financial Insitutions
approved by both the Finance Director and a Non Executive Director

There are no sigmificant concentrations of credit nsk wathin the Group The maximum credit risk exposure relaung 1o financial
assels 1s represented by their carrying value as at the batance sheet date

Trade and other recevables

The Group records impairment losses on it trade recewvables separately from gross recevables Furiher detail 1s included in
note 18

{iv) Liquidty Risk

The Group minimises iquidity risk by managing cash generation, applyng debtor collection targets, monitoning daily cash
receipts and payments and settng rolling cash forecasts Investments have cash payback penods applied as part of a tightly
controlled investment appraisal process The Group's rating with credit agencies 15 excellent

The Group has a mixture of long and short term borrowings and overdraft faciiies 28% {2007 26%) of the Group's borrowings
are repayable over five years, nil (2007 54%) between three and five years The Group's principal loan facilities expire in
November 2010

Excess cash 1s of a short term nature and 15 placed on deposit with financial institutions

The tables below summarise the maturity profile of the Group’s financial iabilities at 29 March 2008 based on undiscounted
contractual cash flows, including interest payable Floating rate interest 1s estimaled using the prevailing interest rate at the
balance sheet date

On Less than 312 105 Morethan s

demand 3 months maonths years years Total
GROUP at 29 March 2008 £m £m £m £m £m £m
Interest bearing loans and borrowings’ - 58 79 772 530 1439
Preference shares’ - ) I - 01 05 34 40
Trade payables T T T g T o Tes T T T T . T 4
1 Bank loans are wcluded after taking account of the following cash flows in relation to the mterest rate swap and cap held 1n respect of these borrowings
Interest rate swapsandcap - ©2 s hoy _ an
GROUP at 31 March 2007
Interest beanng loans and borrowings! T2 "7 68 U677 867 550 152
Preference shares? T - - S 01 05 ©o34 40
Trade payables R P . - 145
1 Bk foans are mcladed after taking account of the following cash flows i relaion to the interest rate swap and cap held in respect of these borrowngs
Interest rate swaps and cap - {02) ©n {20) - (29)
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27 Financial Instruments continued

On Less than 3012 1to5 Morethan 5

demand 3 months months years years Total
COMPANY at 29 March 2008 £m &m £m £m £m £m
Interest beanng loans and borrowings? - 56 75 664 531 1326
Amounts due to subsidiary undertakings? 850 - - - - 850
Preference shares® “ “ - - 01 05 34 T 40
Trade payables . 80 63 - - - 143
T“BanNI; k;ar;s are—:—n‘c;uc;'co" af:c;}alzrng:accounr of n';e fom;wmg cashr flows i1 relation lo the interest rate swap and cap held n respect of these borrowings
Interest cate swapsand cap B - 1) (0 4) (©8) - (13)
COMPANY at 31 March 2007
Interest bearing loans and borrowings’ M - 67 64 753 80 1434
Amounts due to subsidiary undertakings? T 805 - - CITTTTTT o7 B0
Preference shares? - - 01 05 34 40
Trade payables 84 61 - - - Tlas
1 Bank loans are ncluded after talang account of the followang cash flows in relation to the inferest rate swap and cap held in respect of these barmwmgs-
Interest rate“swaps and cap - 02 {0 6) (7 - (29)

2 Amounts due to subsidhary undertakings have no fixed repayment date Interest is payable on the balance at 3% above the Bank of England base rate

3 The preference shares have no conlractual repayment date For the purposes of the table above interest payments have been shown for 20 years from
the balance sheet date but no further

Secunity — Group and Company

The 11 5% debentures 2010 and the 10 7% debentures 2023 are secured on property, plant and equipment with a net book
value of £16 3 million (2007 £16 4 million}

The 6 875% debentures 2028 are secured by a floating charge over the assets of the Company

Covenants ~ Group and Company

The Group and Company are subject to a number of covenants n refation to its borrawing faciliies which, if contravened, would
result in its loans becorning immediately repayable These covenants mnter alia specify maximum net debt to earnings before
interest, tax, depreciation and amortisation, and minimum earnings before interest, tax and amortisation to nterest and minimum
net assets and net assets to debt ratios
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27 Fancial Instruments continued

d) Fairvalue

FairValues of Financial Assets and Liabilities

Set out below Is a compansen by category of carrying amounts and fair values of all the financial instruments that are carned in

the financial statements

Book value Fair value

2008 2007 2008 2007
GROUP £m £m £m £m
Financial assets A
Cash E - T 89 39 89
Trade and other recevables due within one yearm scope ofIAS39 3o 126 130 126
Loans and other recelvables due in more than one yearin scope of IAS39 07 07 07 07
Interest rate swap oo o e o 02 09 02 09
Interest rate cap T ot 03 01 03
Financial liabihities
Trade and other payables in scope of IAS39 (14 3) (14 5) (14 3) (14 5)
Fixed rate borrowmgs T (2~7m0) (270) (29 6) (30 4)
Floatmg rate borrowmgs e (690) | 7400 €0 (74 0)
Loannotes ) ) 8 (28) (18) (28)
Preference shares I T (16 (19) (18

Book value fair value

2008 2007 2008 2007
COMPANY £m £m £m £m
Financial assets
Cash o 39 89 39 89
dee and other recenvables due within one. giéar in 566})_9: of IAS39 130 126 © 130 i 126
Loans and other recevables due 1n more than one year in scope. of IA839 07 o7 T o7 o7
Interest rate swap 01 07 01 07
Interest rate cap T T T ey 03 01 ¢ 3
Financial habiities
Trade and other payables in scope of IAS39 {993) (95 0) (99 3} 95 0)
Fwed rate borrowings 7 (270) (270) (296) (30 4)
Floating rate borrowings I T (64 0) ﬂﬂﬂﬂﬂ (59 0 (64 0)
Loannotes (18) @8 s 28
Preference shares 7 777 (16) {16) (19) 18

The fair values of borrowings have been calculated by discounting the expected future cash flows at prevailing interest rates The
fair values of loan notes and preference shares have been calculated using the market interest rates Denvative fair values are
obtaned from quoted market prices n active markets and, where these are not avallable, from valuation techniques including
discounted cash flow models and option pricing models commonly used by market participants
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‘A’ ordinary ‘C’' ordinary ‘B’ ordinary
shares of shares of shares of
28 Share Capital 40p each 40p each 4p each Total
Authornised share capital Number Number Number Number
Number authonsed 000s 000s 000s 000s
At 1 April 2006 46,365 16,135 125,000 187,500
Share conversions T 186 (88 - - -
At 31 March 2007 46,551 15,949 125,000 187,500
Share conversions 62 ’ (62} - -
At 29 March 2008 46,613 15,887 125,000 187,500
Monetary amount &m &m £m £m
At 1 April 2006 185 65 0 300
Share conversions ) o 01 o1 - -
At 31 March 2007 186 64 50 300
Shore conversons T o I L
At 29 March 2008 186 64 S0 300
Issued and fully paid Number Number Number Number
Number in 1ssue 000s 000s 000s 000s
At 1 Apnl 2006 32,808 15,0600 93,672 141,480
Share options exercised T - - 223
Share conversions 186 (186) - -
Share buybacl;s o N C oo o (4,6205 ) (4,"62-6)
At 31 March 2007 33,217 14,814 89,052 137,083
Share options exercised 50 - - 50
Share conversions ’ ) o 62 ) 6 77
Share buybacks oo ooomom I mmmm memen ot 2
At 29 March 2008 33,329 14,752 89,052 137133
Proportion of total equity shares at 29 March 2008 24 3% 10 8% 64 9% 100%
‘A ordinary ‘C ordinary ‘B’ ordinary
share of shares of shares of
40p each 40p each 4p each Total
Monetary amount £m £m £m £m
At 1 Aprl 2006 131 60 38 229
Share options exercised 7 01 T S S 01
Share conversons 01 1) - -
Share buybacks ) - - (02 (02)
Al 31 March 2007 133 59 36 228
Share options exercised T T LT L
Share conversions - - - -
Share buybacks T omm T ST -
At 29 March 2008 133 59 36 228

Comparative information for the 52 weeks ended 31 March 2007 has been restated for the effects of the share split as if the
share sphit had occurred on the first day of this period (see note 9)
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28 Share Capital continued

During the year under the terms of the Savings Related Share Option Scheme, 2,538 new 40p ‘A’ ordinary shares (2007
47127) were 1ssued al an average price of £2 09 (2007 £1 73) and under the terms of the Executive Share Option Schemes,
47,520 new 40p ‘A ordinary shares (2007 175,845) were issued at an average price of £2 31 (2007 £212) The new shares
issued under these option schemes resulted in a cash inflow of £0 1 million (2007 £0 5 mulliony), of which £0 1 million (2007
£0 4 million) 1s represented by a movement in the share premium account

Duning the year, il (2007 4,620,000) ‘B’ ordinary shares of 4p each were bought-back by the Company for £nil 2007
£21 milhon)

The Company's preference shares are classified as non-current liabities in accordance with IFRS {see note 25)

During the year, 61,975 40p 'C’ ordinary shares (2007 75,000 £1 shares) were converted 1o 40p ‘A’ ordinary shares at a rate
of 11

The ordinary shareholders are entitled to be paid a dvidend out of any surplus profits and to participate 1 surplus assets on
winding up 10 proportion to the nominal value of each class of share ('B’ shares have one tenth of the nominal value of ‘A" and
‘T’ shares)

All equity shares in the Company carry one vote per share, save thal shares held in treasury have their voting nghts suspended
The ‘A’ and 'C’ shares have a 40p nominal value and the ‘B’ shares have a 4p nomenal value so that a '8’ share dvidend will be
paid at 10% of the rate applying to'A’ and ‘C’ shares The ‘A shares are listed on the Londoen Stock Exchange The *C' shares
carry a nght for the holder Lo convert them to ‘A’ shares by wnitten notice in the 30 day period following the half year and
prelimmary announcements The ‘B’ shares are not listed and have no conversion nghts In most circumstances the value of a
‘B’ share 1s deemed to be 10% of the value of the listed ‘A’ shares The Trustee holding shares for participants of the LTIP
currently waives dvidends for shares held during the initial three year peried Dividends are not paid on shares held in treasury

The Articles include provisens relating to the Company's ‘B’ and 'C’ shares which prowvide that shareholders who wish to transfer
their shares may only do so if the transfer 1s to another '8’ or 'C’ shareholder, or if the transfer is to certain of that shareholder’s
family members or therr executors or administrators or, where shares are held by trustees, to new trustees, or to the trustees of
any employee share scheme, or if the Company 1s unable to identify another shareholder of that class wiling to purchase the
shares within the specified penod, to any person

29 Share Options and Share Schemes

The key points of each of the Group’s shares schemes are summansed below All schemes are equity-settled All disclosure
relates to both Group and Company

Savings Related Share Option Scheme (“SAYE")

This scheme grants optiens aver shares at a discount of 20% on the average market pnce over the three days immediately prior
to the date of grant Employees must save a regular amount each month Savings are made over three or five years, al the
participant’s choice The right to buy shares at the discounted pnice lasts for six months after the end of the savings contract
There are no performance conditions, other than continued emplayrment
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29 Share Opuions and Share Schemes continued

Semor Executive Share Option Scheme

Ii growth in Earnings Per Share adjusted principally to exclude exceptional items ("Normalised EPS”) exceeds growth in the Retall
Price Index {“RPI") by 9% over the performance peniod of the option, then 40% of the award will vest Vesting levels are then on
a shiding scale, with 100% vesting occurning if growth in Normalised EPS exceeds growth i RPI by more than 21% The
performance penod for the first grant under this scheme was five years The performance penod for subsequent grants is three
years Oplions must be exercised within five years of the end of the performance perod for the first grant, and within seven
years for subsequent grants

Executive Share Option Scheme

The oplions vest if growth In Normalised EPS exceeds the growth in RPI by 9% or more, over the three year performance penod
of the option The options must then be exercised within seven years after the end of the performance period

Long Term Incentive Plan (“LTIP"}

This plan awards free shares Vesting 1s conditronal on growth i Normahsed EPS exceeding growth in RPI by 6% or more over

the 3 year inial performance penod of the option Vesting levels are on a shding scale from 25% up to 100%, if growth in

Neormalised EPS exceeds growth in RPI by 21% or more An independent firm of advisors venfy the vesting level each year The

imitial vesting period is three years After this time the shares may be passed to the plan partcipants, as long as vesting

conditions are met For grants up to and including that made in 2006, participants can choose to redeposit their shares for a ,
further three year period If participants choose to redepostl, then the Company will match the redeposited shares at a ravo of

11 at the end of the matching period, providing none of the redeposited shares have been sold and the participant remains

employed by the Company

Share Incentive Plan {(“SIP")

This plan awards free shares The number of shares awarded up to a maximum value of £3,000 per person per year, 1s based on
length of service and salary There are no performance conditions, other than continued employment The hife of each planis
five years, after which shares are passed to participants

Share-Based Payment Expense Recognised in the Year

The expense recognised for share based payments in respect of employee services received dunng the 52 weeks ended
29 March 2008 1s £1 6 million (2007 £71 4 mullion} The whole of that expense anses from equity settled share-based payment
transactions

Movements in the Year

The following tables dlustrate the number and weighted average exercise prices {“WAEP") of, and movements in, each category
of share instrument during the year The significance of options granted before 7 November 2002 s that they have been
excluded from the IFRS 2 share-based payment charge on the basis of their date of grant

Market Value

The market value of the shares at 29 March 2008 was £5 58 (2007 £715 restated for share spli)
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29 Share Options and Share Schemes continued

2008 2007
Number 2008 Number 2007
a) Save As You Earn 000's WAEP 000s WAEP
Qutstanding at beginning of the year 662 £258 754 £205
Granted ) 133 £6 04 150 £392
Lapsed {(51) £308 (35) £258
Exercised (170) £187 {207) £170
Outstanding at end of the year 574 £3 54 662 £258
Exercisable at end of the year - n/a 1 £169
Number of options n the opening balance that were granted
before 7 November 2002 L o L
Number of options In the closing balance that were gramed
before 7 November 2002 - 103
Weighted average share price for options exercised in the year £6 83 £5 25
Weighted averaﬁe contractual life remaining for share options
outstanding at the year end 2 39 years 178 years
Weighted average share price for options granted in the year £6 70 £516
Weighted average fair value of options granted duning the year £143 £166
Range of exercise prices for opions cutstanding at the yearend - from  £170 £168
~10 £6 04 £392

Exercise prices and comparative numbers of shares for the 52 weeks ended 31 March 2007 have been restated for the effects of the share spit

Share options have been granted to employees under the Saving Related Share Option Scheme OQutstanding options are as follows

Number of ‘A"

Number of ‘A’

ordinary shares  ordinary shares

Exercise price underoption  under option®

40p shares” 2008 2007

Exercisable at £ 000s 000s
September 2006™ 168 - 1
September 2006™ e e 10 - -
September 2007 1M - 102
September 2007 208 - 77
Segtember 2008 ] 170 76 82
September 2008 i S 293 8 88
§eple_m_ber 200‘,_* ) 2 08_ ) o 98 o 1_03
September 2009 392 73 84
September 2010 293 &0 64
September 2010 604 66 -
September201 i ) 392 58 61
September 2012 604 61 -
574 662

* Exercise prices and comparative numbers of shares for the 52 weeks ended 31 March 2007 have been restated for the effects of the share spiit
** Options held by an indndual who died duning the course of fus employment, therefore were exercisable until September 2007

Options under the Savings Related Share Option Scheme are granted at a discount of 20% to the prevating market pnce
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29 Share Options and Share Schemes continued

2008 2007
Number 2008 Number 2007
b) Senior Executive Share Option Scheme 000's WAEP 000s WAEP
Outstanding at beginning of the year 167 £319 36 £277
Garted 24 £751 31 £498
Lapsed o - nfa - n/a
Exercised (22) £263 - n/a
Outstanding at end of the year 169 £3388 167 £319
Exercisable at end of the year 36 £263 - n/a
Weighted average share pnice for options exercised in the year £5 69 n/a
Weighted average contractual hfe remairung for share options
outstanding at the year end 706 years 763 years
Weighted average share price for options granted in the year £740 £494
Weighted average fair value of options granted duning the year £124 £108
Range of exercise prices for options outstanding at the yearend - from £220 ) £220
- 10 £751 £498

None of the above aptions were granled before 7 November 2002, and so none were excluded from the IFRS 2 charge on the
basis of thewr date of grant

Exercise pnces and comparative numbers of shares for the 52 weeks ended 31 March 2007 have been restated ior the effects of
the share spht

Share options have been granted to employees under unapproved Executive Share Option Schemes
Outstanding oplions which are capable of being exercised between three and ten years from date of 1ssue (five and ten years in

the case of the 2008 to 2013 scheme noted below) and their exercise prices are shown in the table below

Number of ‘A’ Number of ‘A’
ordinary shares  ordinary shares
Exercise price under option under option”

40p shares’ 2008 2007

Exercisable in/between £ 000s 000s
2008 and 2013 220 42 42
“Znﬂhdhsﬁaﬁdwabqti“”-m T S 2 63" “36‘ C --“58
2008 and 2015 o o mmrmmm e e e M 367 K1 35
2009 and 2016 T T T T e 2 32
2010and 2017 T 751 24 -
169 167

* Comparative numbers of shares for the 52 weeks ended 37 March 2007 have been restated lor the effects of the share spht
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29 Share Options and Share Schemes continued

2008 2007
Number 2008 Number 2007
¢) Executive Approved Scheme 000's WAEP 000s WAEP
Outstanding at beginning of the year 348 £320 452 £248
Granted i - 56 £751 84 £498
Lapsed (10) £498 2 £4 22
Exercised (50 £230 (176} £212
Qutstanding at end of the year 344 £398 348 £320
Exercisable at end of the year 12 £184 146 £208
Number of options 1n the opemng balance that were granted
before 7 Novernber 2002 7 103
Number of options in the closing balance that were granted
before 7 November 2002 69 71
Weighted average share pnice {or optrons exercised in the year £736 £520
Weighted average contractual life remaining for share options
outstanding at the yearend 6 65 years 709 years
Weighted average share pnce for options granted in the year £740 £4 94
Weighted average farr value of optons granted duning the year £124 £108
Rangerl exercise pnces for options outstanding at the yearend - from  £1 84 i _£_1 8_4_ o
£751 £498

Comparative information for the 52 weeks ended 31 March 2007 has been restated for the effects of the share split

Share options have been granted to employees under approved Executive Share Option Schemes

Outstanding options which are capable of being exercised between three and ten years from date of issue {five and ten years n
the case of the 2008 to 2013 scheme noted below) and their exercise pnices are shown in the table below

Number of ‘A’

Number of ‘A’

ordinary shares  ordinary shares

Exercise price under option  under option®

40p shares® 2008 2007

Exercisable in/between £ 000s 000s
2008 184 12 14
2008 and 2011 ) S 209 T Tas T T s
2008and 2012 T T 208 12 12
2008and 2003 oo 212 45 74
2008 and 2014 ) 262 T s 34
2008and 2015 T ) 367 82 82
2008 and 2015 h T T TTTTTTTTTT T T Togeg T T g T T T g
2009and 206 498 69 T
2010200 2047 oo e 750 56 -
344 348

* Comparative numbers of shares for the 52 weeks ended 31 March 2007 have been restaled for the effects of the share spit
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29 Share Options and Share Schemes continued

d) Long Term Incentive Plan

2008 2008 2007 2007
A’ shares 'B' shares A shares B shares

Number Number Number Number
Shares 000s 000s (000s 000s
Qutstanding a be_g_umn_m_ng 9] thg year 679 1,697 768 1,936
Granted including matching awards - 123 309 145 364
Lapsed (14) (36) o (?3) o _EZSO_)
Vested (181) (452) {141) {353)
Outstanding at end of the year 607 1,518 679 1,697

In addition to the above, there are shares held by the LTIP Trust in respect of vested shares redeposited for matching, as follows

Redeposited shares at the end of year 166 416 115 287
Number of shares m the opening balance that were granted

before 7 November 2002 . i M 277 200 412
Number of shares in the closing balance that were granted

before 7 November 2002 32 80 1M 77
Weighted average share price for shares vested in the year £6 53 £065 £4 97 £0 50
For shares outstanding at the year end, the weighted

average contractual life remaning, 15 181 years 181years 197 years 2 76 years
Weighted average share price for shares granted in the year £738 £074 £4 98 £0 50
Weighted average far value of shares granted in the year £527 £053 £498 £050

All LTIPs have a vesting pnice of £nil LTIP shares do not recesve dvidends untif vested

Exercise prices and comparative numbers of shares for the 52 weeks ended 31 March 2007 have been restated for the effects of

the share split

In additien, the disclosure of share numbers for the 52 weeks ended 31 March 2007 has been restated to exclude redeposited

shares and show these separately
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29 Share Options and Share Schemes continued

2008 2007

Number Number

e) SIP 000s 000s
Qutstanding at beginning of the year 358 317
Granted 64 75
Lapsed ) m (2
Released {30) (32)
Quistanding at the end of the year 391 358

There were no shares outstanding at either year end which were granted before 7 November 2002 Qutstanding SIP shares
represent shares allocated and held by the SIP Trustees on behali of employees, which remain in the trust for between three and
five years

All SIPs have a vesting price of £nil SIP shares receve dividends once allocated

Weighted average share pnce for shares vested in the year £6 00 £559
For shares outstanding at the year end, the weighted average

contractual bfe remaining is 2 44 years 314 years
Weighted average share price of shares granted in the year £6 60 £6 00
Weighted average fair value of shares granted in the year £6 60 £6 00

Comparative information for the 52 weeks ended 31 March 2007 has been restaled for the effects of the share splt

f) Fair Value of Grants

The fair value of equity settled share options granted is estimated as at the date of grant using a Black-Scholes model. taking into
account the terms and conditions upon which the options were granted The following tables hst the inputs to the mode! used
for the 52 weeks ended 29 March 2008 and 31 March 2007, except for the weighted average share price for grants in the year
and the number of shares granted which are disclosed in sections a) to ) above

Executrve and Senior Executive Option Schemes 2008 2007
Dividend yield (%) 2 0% 13%
Expected share price volaulity (%) ’ ST T e T 1% 18%
Risk free interest rate (%) 57%  4T%
Ifxpected hfe of option (years) T T e S-ye:;rs~ 5~years
Save As You Earn Scheme 2008 2007
Ddend yeld (%) 2 0% 13%
Expected share price voiaulity (%) T Me1% | 1to12%

Risk-free Interest rate (%j ‘52 Eo 53% 47t048%

Expect—e_d_ll.fé“(_)f_opl-lon (years} 3to5 ye_aré 3to 5years

The expected lile of the options I1s based on historical data and 1s not necessanly indicative of exercise patterns that may occur
The expected volatlity reflects the assumption that the histoncal volatility 1s ndicative of future trends, which may also not
necessarly be the actual outccme Nao other features of options grant were incorporated into the measurernent of fair value
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29 Share Options and Share Schemes continued

Fair Value of LTIPs Granted 2008 2007
Dividend yreld (%) 20% 13%
RISk free Interest rate (%) 4 5% o5 9% 4 7%
Expected life of award (years) 3 years Jyears

Fair Value of SIPs Granted

The fair value of S1Ps 1s the share price at the date of allocation The value of $IPs awarded 1s a fixed rate based on the
Company's performance i the preceding financial year The number of shares awarded is therefore dependent on the share
price at the date of the award

30 Reconcilistion of Movements in Equity

Reserves
Share Captal

Share  premium redempton Own  Hedging  Retaned

capna! account reserve shares reserve €arnings Total
GROUP £m &m £m £m L£m £m &m
At 1 Apnl 2006 229 43 29 47} - 1302 155 6
Total recogmsed income and expense for the year - - - - 08 324 332
lssues of new shares ' S 04 - - - - 05
Shares purchased forcanccllanon N {(02) LT T L T ('ﬂ) - (51)
Shares puréhased to be held in ESOT or as treasury - - - (15) - - (15)
Shares released from ESOT and t—r.e—a‘sury TTTTTIOUTLO T T L 10 - {07 03
Divdends declared and paid o T LT L an e
Cost of share-based payments - - - e F e
At 31 March 2007 228 47 31 (52 08 156 5 1827
Total recognised income and expense for the year - - - - (0 6) 227 221
Issues of newshares - o1 - T - - 01
Shares purchased to be held in ESOT or as treasury - - - Wy - - @0
Shares released from E%C_)T-aﬁ& treasury - ) - - - 32 - (2 8) 04
Dividends declared and pand T e T - - - B2 (52)
Cost of share based payments T T 1
At 29 March 2008 228 48 31 {6 0 02 17238 1977
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Notes to the Financial Statements

conbinued

30 Reconciliation of Movements in Equity continued

Share Capitat
Share  premium redemption

Own  Hedgng  Retamned

capital account reserve shares reserve  €amings Total
COMPANY £m £m &m £m £m £m £m
AL Apnl 2006 229 43 29 47 - 1296 1550
Total recognised income and expense forthe year - - - - 07 255 262
Issues of new shares 01 04 - - - - 05
Shares purchased for cancellavon  {02) - 02 - - (21) (21)
Shares purchased to be held in ESQT or as treasury - - T as T o ( "5)
Shares released from ESOT and treasij; ) - ~ - 10 - ©7 03
Dmwidends declared and paid T oo Tl T R “n 47
Cost of share-based payments - - e

At 31 March 2007 2238 47 31

(52) 07 1490 1751

Total recognised income and expense for the year - - -

- {0 6) 183 177

Issues of new shares - 01 - - - - 01
Shares purchased to be held in ESOT or as treasury - - - @oy - S (40)
Shares released from ESOT and treas—;u-]_/.—m T . - 32 - {2 8) 04
Dvidends declared and paid e 2) ) 52)
Cost of share based payments ) - - - . - 1618
At 29 March 2008 22 8 48 31 (6 0) 01 1609 1857

Profit Attnbutable to Members of the Parent Company

As permitted by Section 230 of the Compames Act 1985 a separate Income Statement for the Parent Company has not been
prepared The proiit dealt with in the financial statements of the Parent Company was £14 6 million (2007 £22 7 million) There

was no dividend from subsidiary compantes duning the current year (2007 £nif)

Share Caprtal

Share capital represents the nominal value proceeds received on the issue of the Company’s equity share caputal, compnsing

40p and 4p ordinary shares

Share Prermum Account

The balance in the share premium account represents the proceeds received above the nominal value on the issue of the

Company’s equity share capital

Capital Redemption Reserve

The capital redemption reserve balance anses from the buyback of the Company’s own equity share capital
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Notes to the Financial Statements

continued

30 Reconciliation of Movements in Equity continued

Own Shares - Group and Company

Own shares reiates to shares held by independently managed employee share ownership trusts ("ESOTs") together with the
Company’s holding of treasury shares Shares are purchased by the ESOTs in order to satisfy potential awards under the Long
Term Incentive Plan (“LTIP") and Share Incentive Scheme (*SIP") Treasury shares are used, inter aka, to satisfy options under the
Company's share options schemes The LTIP ESOT has waived its nghts to dvidends on the shares it holds Treasury shares have
voting and dividend nghts suspended All own shares held, apart from SIP shares, are excluded from earmings and net assets per
share calculations

Treasury shares LTIPESCT LTIP ESOT SIPESOT Total Total

‘A’ ordinary ‘A ordinary ‘B ordinary ‘A ordiary ‘A’ ordinary ‘B ordinary

40p shares 40p shares 4p shares 40p shares 40p shares 4p shares

Number 000's 0600's 000's 000 000's 000's
At 1Apnl 2006 930 260 1,064 n7 1,507 1,064
Shares purchased ) B A —1:0:47“ D D ) 1,047
Shares released (160) (147) @3 @2 (3% (353
At 31 March 2007 857 119 1,758 368 1,344 1,758
Shares purchased 529 - - 64 593 -
Shares transferred ) 62 e LT T oo B - -
Shares released (193) (187) s 22y (@96) (451}
At 29 March 2008 1,131 - 1,307 10 1,141 1,307
Monetary amount £m &m £&m £m £m £&m
At 1Apnl 2006 30 05 02 09 44 02
Shares purchased 06 - 05 TTos T 11T T s
Sharesreleased ~~ (05) (03) ©1) ©n (% (oW
At 31 March 2007 31 02 06 13 46 06
Shares purchased 35 - - 05 40 -
Shares transferred 03) 03 - CooooT T L T o
Shares released (09 (05) 02 (17 @0 (02)
At 29 March 2008 55 - 04 01 5.6 04
Market value at 29 March 2008 63 - 07 01 64 07

Comparative Information for the 52 weeks ended 31 March 2007 has been restated for the effects of the share spht as if the
share spht had occurred in the first day of this period (see note 9)

All of the shares in the LTIP ESOT had been allocated at each yearend None of the treasury shares are under option at either
yearend None of the SIP ESOT shares above had been allocated as at 29 March 2008 {2007 143,369 £1 shares} Consistent
with the treatment of these shares in the EPS calculation, all allocated SIP shares are treated as 1ssued share capital
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Notes to the Financial Statements

continued

31 Analysis of Net Debt

At 1 Apnl Cash Non cash At 29 March
2007 flows flows 2008
GROUP £m £m £m £m
Cash and cash equivalents
Cash and short term deposis ’ e T "(50) i C- © 39
89 (50) - 39
Debt due within one year
Bankloans T 0T 50 50 {6 3) (63)
Loan notes ’ 7 ¥ (18)
(78) 60 (63) (81)
Debt due after one year
Bankloans 70T (690) - 63 (627)
Debenwrestock (270} e I 1)
Preference shares (16) - - Ae
{97 6) - 63 (913)
Net debt (96 5) 10 - (95 5)
At 2 Apnl Cash Non cash At 31 March
2006 flows flows 2007
GROUP £m £m £m £m
Cash and cash equivalents
Cash and short term d-eposus— ) ) T 14 75 - 29
Bank overdraft 03 .
11 78 - 89
Debt due within one year
Bank loans ) ) ST T o 25y (25) - (5 0)
Loan notes N L
(25) {25) (28) (78)
Debt due after one year
Bank loans cooom n o e ) "(57"0) 280 - (69 0)
Debenture stack I 777 R T ST @
leannotes (30) 02 28 -
Preference shares - S “ ST ae - - (16)
(128 6) 282 28 (97 6)
Net debt (130 0) 335 - {96 5)
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Notes to the Financial Statements

continued
Group Group Company Company
2008 2007 2008 2007
32 Guarantees and Future Commstments £m £m £m £m
Capital commuitments - authonised, contracted but not provided for 09 11 09 11

The Company has accepted various duty deferment bonds in connection wath Customs and Excise The total outstanding
commitment at 29 March 2008 was £20,000 (2007 £20,000) This total apphes to both Group and Company

Cross guarantee

The Company 1$ party 10 a ¢ross guarantee arrangement in order to guarantee certain of its borrowings and certain borrowings
of its substdiary company, George Gale & Co Linited

33 Operating Lease Comnutments

Operating Leases Where the Group 1s the Lessee

Future minimum rentals payable under non-canceliable operating leases are due as follows

Group Group Company Company

2008 2007 2008 2007

Em £m £m £m

within one year 60 58 60 ) 58
Between one yearand five years 220 207 220 207
After five years 537 535 537 535
817 800 817 80 0

Commercial operatng leases are typically for 20 to 25 years, although certain leases have lease penods extending up to 40 years

Operaung Leases Where the Group is the Lessor

The Group eams rental income from two sources Licenced property included within property, plant and equipment 1s rented
under agreements where [essees must also purchase goods from the Group Additonally there are a smaller number of
agreements In respect of investment praperties where there 1s no requirement for the lessee to purchase goods

Investment properties are let to third parties on leases that have remaining terms of between one and 21 years

Al 29 March 2008 future mimimum rentals recevable by the Group are as follows
Other property, plant

Investment properties and equipment
2008 2007 2008 2007
£m £m £m £m
GROUP AND COMPANY
Within one year 01 01 64 60
Between one year and five years 01 01 174 163
After five years - - 111 79
02 02 349 302

The Group's commercial leases on property are principally for licensed outlets The terms of the leases are normally for either
three, five or ten years The rent is adjusted annually i ine wath the Retall Pnce Index and full rental reviews occur on renewal of
the lease, or every five years for a ten year lease

At 29 March 2008 future mimimum rentals recevable under non-cancellable sub-leases included in the figures above were
£81 mulhon (2007 £4 9 mdlion}

FULLER SMITH & TURNER PL C Report and Accounts Part lf 101




Notes to the Financial Statements

continued

34 Related Party Transactions

Group and Company

Dunng the 52 weeks ended 31 March 2007, the Company was invoiced £16,000 by GCap Media plc for advertising services
provided during 2007 Nigel Atkinson, who was appointed a Non Executive Director of the Company in April 2006, 1s the Non
Executive Chairman of a subsidiary of GCap Media plc, The Ocean Radio Group Limited The Company alse managed five pubs
on behalf of Premier Pubs Estate Limited For this the Company charged £135,000 (2007 £135,000) for administrative fees
and £44,681 (2007 £94,294) management fees in the year Nigel Atkinson 1s the Chairman of Premier Pubs Estate Lirited

All transactions were on a commercial basis

During the year the Company entered inte a three year service agreement with Mimecast Services Limited for e-mail monitonng

services James Espey, a Non Executive Director of the Company, 1s a Non Executive Director of Mimecast Limited, the parent
company of Mimecast Services Limited For these services the Company was invoiced £22,8951n the year

There were no amounts outstanding at 29 March 2008 in relation to the above transactions (2007 £nil)

2008 2007
Compensation of key management personnel (including Directors) £m £m
Short-term employee benefits 27 28
Post-employment benefits 02 04
Share-based payments 11 10
40 42
Company Only
During the year the Company entered into the following refated party transactions
Sales Purchases Net interest Amounts
to related from related dueto owed to
partes parties  related parties  related parties
52 weeks ended 29 March 2008 £m &m £m £m
Subsidianes - 273 68 (850)
Sales Purchases Netinterest Amounts
to related from related due to owed to
parties partes  related parties  related parles
52 weeks ended 31 March 2007 £m £m £m £m
Subsidiaries 96 188 03 {80 5)

In addition to the above transactons, on 31 March 2007 assets of £95 6 miflion and liabiliies of £19 9 million were transferred
from the subsichary undertaking, George Gale & Co Ltd , into the Company at fair value The consideration for the transfer of
£75 7 million remained outstanding at 29 March 2008 and is included in the amounts owed to subsidiaries Interest 1s payable

on the balance outstanding at 3% above the Bank of England base rate

All amounis outstanding are unsecured and repayable on dernand
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Five Years’ Progress

2004 2005 2006 2007 2008
UK GAAP IFRS IFRS IFRS IFRS
Profit and loss £&m £m £m £m £m
Revenues! 140 3 1295 1451 178 2 1811
Pre-exceptional operating profit 188 197 224 298 294
Interest payable (net) ST T T T a9 3y ws ) (6 4)
Adjusted prof't 1659 174 179 221 230
Excséanonal proflt/{loss) o 23 02 (2 6) 201 08
Pre-tax profit 192 176 153 422 238
Taxation (5 4) (58 @9 31 T4
Preference dvidends? (01 (ON)] - T
Profit attnbutable to equity shareholders 137 mn7 10 4 291 191
EBITDA 277 282 321 40 7 405
Assets employed
Non current assets 1965 2086 574 3459 35086
Inventories o 4“3” 7 44 T s 4 ) 54 5§
Trade and other receivables 15 137 1“7 150 57
Assets classifed as held forsale - - - 65 18
Cash and short term deposnls T Y T 46 T 14 ’ 89 39
2223 2313 3789 gz 3778
Current borrowings - - (28) 78) (81)
Other current habllives T o (25 é) (361) (36 6) (34 3)
1915 2055 3400 3373 3354
Non-current borrowings (270} (270} ‘(1286) o76) (913)
Other non-current hablktes T @ (26 2) (55 7) (570) (46 4)
Net assets 1598 1523 1567 1827 1977
2004 2005 2006 2007 2008
Per 40p ‘A’ ordinary share
Adusted earangs 1994p  2067p 2187p 2758 2915p
Basceamngs 2425p  209p  1856p  5214p 34 33p
Dvdends (intenm and proposed ﬁnal) 6 92p 738p I 90p ’"'—"9"0§p' T 70p
Netassets N T s £27m £279  £332  £355
Net debt“&_n;;rltmc;_nw) T T (1705_ o (22 4) (1300 (96 5) {95 5)
Net debt/EBITDA C ) “oeTos T 4o T T 24T 24
émr:)“sus—t-:_a—pltalmexpendllure (£ million) 183 75 216 17 180
Average number of employees 2105 2,092 2,478 3,097 3,067

T From 28 March 2004 onwards, revenues exclude Excise Duty on wholesale sales

2 From 3 Apnil 2005 onwards, preference ddends have been included within net finance costs
Per share megsures for penods pnor to 2008 have been restated for the effects of the five lor two share splt as if the share spitt had occurred on the first

day of these penods
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Directors and Adwvisers
as at 16 june 2008

Directors

Michael Turner, FCA, Charman!
Tim Turner

John Roberts

Simon Emeny

James Douglas, ACAS
Anthony Fuller, Cag, President ™2
Ronald Spinney, cse

James Espey’

Nick MacAndrew, FCA

Nigel Atkinson’

* Nan Executive

! Chied Executive until 24 July 2007

Z Chanman unul 24 juty 2007

3 Appornited to the Board on 10 September 2007

Shareholders’ Information

2008 Duary
27 June
Record Date

1 )uly

Preference dwidends paid
23 July

Annual General Meeting
Hock Cellar, Gnffin Brewery

25 July
Final dvidend paid

21 November
Half year results announcement

2009 Duary

January

Preference dividends paid
Intenm dividend paid

June
Preliminary results announcement

Secretary and
Registered Office
Mane Gracre, FCIS
Gnffin Brewery
Chiswick Lane South
Chiswrck

London W4 2QB

Registered Number 241882

Auditors

Ernst & Young LLP

1 Mare London Place
London SE1 2AF

Shareholder Privileges

Shareholders owning more than

250 A’ or'C’ shares or 2,500 ‘B’ shares
can buy beer, wine and spints from the
Brewery Store in Chiswick at
preferential pnces Fordetails contact
Christine Hooper on 020 8996 2091
Shareholders are also ofiered a
discount card entitling them to certain
discounts in Fuller's Hotels

Redesignation of 'C’ Shares

‘C’ ordinary shares can be
redesignated as ‘A’ ordinary shares
within 30 days of the preliminary and
half year announcemernts by sending
in your certificates and a wnitten
instruction to redesignate prior or
during the period to the Company's
Regystrars, whose address can be
found above
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Stockbrokers
Panmure Gordon & Co
Moorgate Hall

155 Moorgate

Londen EC2M 6XB

Registrars

Computershare Investor Services PLC
PO Box 82

The Pavilions

Bridgwater Road

Bristol BS99 7NH

Tel 0870 8702 4096

Sharegift

The Orr Mackintosh Foundation
operates a chanity share donation
scheme for sharehelders with small
parcels of shares whose value makes it
unecanomic to sell them If you have a
small number of shares and would ke
10 donate them to chanty, details of the
scheme can be found on the Sharegift
website www sharegift org, or by
contacting the Company Secretanat
on 020 8996 2115




Glossary

= Accommadation sales as 2 % of Managed Pubs and Hotels revenue - this 1s the proportion of revenue from Managed Pubs
and Hotels that anses from the letung of bedrooms

» Adjusted Earnings Per Share - this 1s earmings per share, adjusted for exceptional iiems
» Adjusted profits — this is profit before tax, adjusted for exceptional items
* Beer volumes - this 1s the volume of beer sold, in number of barrels, a brewing term representing 288 pints

» EBITDA - thus 15 the earmings before interest, tax, depreciation, loss on disposal of plant and equipment and amortisation,
adjusted for exceptional items

« Food sales as a % of Managed Pubs and Hotels revenue - this 1s the proportion of revenue from Managed Pubs and Hotels that
anses from sales of food, with the revenue figure adjusted so as to exclude sites where the food operations are franchised out

s Foreign Beer - this s sales made by the Company of beer produced by other brewers, the majonty of which is lager

» Invested Managed Pubs and Hotels Like for like sales growth - this 1s the like for hke sales calculated to exclude from both
years those pubs which have not had been trading throughout the two years Those excluded are principally new pubs, pubs
which have closed, and pubs transferred to tenancy

» Market Capitalisation - only the Company’s 40p ‘A’ ordinary shares are isted The Company calculates its market capitahisation
as the sum total of all the erdinary shares of ali classes, 1 ¢ histed 40p ‘A’ ordinary shares, unlisted 4p ‘B’ ordinary shares and
unhsted 40p 'C’ ordinary shares plus all potentially awardable share options and long term incentive plan awards less any shares
held in treasury For the purposes of the calculation of market capitalisation a 4p ‘B ordinary share s treated as having 10% of
the market value of 2 quoted 40p ‘A’ ordinary share and a 40p 'C’ erdinary share 1s treated as having an equivalent value to a 40p
‘A ordinary share

* Net Debt - this compnises cash, bank loans, loan netes, debenture stock and preference shares
* Own Beer - this 1s sales of own brand beer brewed by the Company in Chiswick

» RevPar - revenue per avalable room, a measure of occupancy and actual rate charged excluding VAT
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