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INCOME STATEMENT for the 52 weeks ended 24 July 2011
J D Wetherspoon plc, company number 1709784

Notes 52 weeks 52 weeks 52 weeks 52weeks 52 weeks 52 weeks
ended ended ended ended ended ended
24 July 24 July 24 July 25 July 25 July 25 July
2011 2011 2011 2010 2010 2010
Before  Exceptional After Before Exceptionat After
excepticnal items exceptional  excephonal tems exceptional
items (note 3} items items (note 3) items
Total Total Total Total Total Total
£000 £000 £000 £000 £000 £000
Revenue 1 1,072,014 - 1,072,014 096,327 - 996,327
Operating costs (969,705} (5,389) (975,094) (896,314) (10,557) (906,871)
Operating profit 2 102,309 (5,389) 96,920 100,013 (10,557) 89,456
Finance income 5 36 - 36 16 - 16
Finance costs 5 (35,564) - {35,564) {29,014) - {29,014)
Profit before taxation 66,781 {5,389) 61,392 71,015 (10,557) 60,458
Income tax expense 6 {14,600) - (14,600) {19,680} - (19,680)
Profit for the year 52,181 (5,389) 46,792 51,335 (10,557} 40,778
Earnings per ordinary share 7 353 354 360 302
STATEMENT OF COMPREHENSIVE INCOME for the 52 weeks ended 24 July 2011
Notes 52 weeks 52 weeks
ended ended
24 July 25 July 2010
2011 £000
£000
Interest-rate swaps income {loss) taken to equity 20 3,51 (25,393)
Tax on items taken directly to equity 6 {2,466) 6,856
Net gain/{loss) recognised directly in equity 1,045 (18,537)
Profit for the year 46,792 40,778
Total comprehensive income for the year 47,837 22,241

10 J D WETHERSPOON PLC

ANNUAL REPORT & ACCOUNTS 2011




CASH FLOW STATEMENT for the 52 weeks ended 24 July 2011
J D Wetherspoon ple, company number 1709784

Notes 52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended
24 July 2011 24 July 2011 25 July 2010 25 July 2010
£000 £000 £000 £000
Cash flows from operating activities
Cash generated from operations 8 178,197 178,197 153,405 153,405
Interest received 39 39 9 9
Interest paid (34,020) (34,020} (30,252) (30,252)
Corporation tax paid (21,215) (21,215) (21,617) (21,617)
Gaming machine VAT receipt - 14,941
Purchase of own shares for (5,783) (5,783) (6,129) (6,129)
share-based payments
Net cash inflow from operating activities 117,218 117,218 110,357 95,416
Cash flows from investing activities
Purchase of property, plant and equipment (31,787) (31,787) (21,778) (21,778)
Purchase of intangible assets {6,613) (6,613) (2,294) (2,294)
Proceeds on sale of property, plant and 1,100 170
equipment
Investment in new pubs and pub extensions (86,793) (53,804)
Purchase of lease premiums (825) (3,935)
Net cash outflow from investing activities {124,918) (38,400) (81,641) (24,072)
Cash flows from financing activities
Equity dividends paid 10 {5,211) (26,174)
Proceeds from 1ssue of ordinary shares 225 523
Purchase of own shares 24 (32,759) -
Advances/(repayments) under bank loans 9 49,962 87,586
Repayment of US private placement - (86,742)
Advances under finance leases - 9,092
Finance costs on new loan 9 - (7.626)
Finance lease principal payments 9 {2,908) (2,898)
Net cash inflow/(outflow) from financing
activities 9,309 (26,239)
Net increase in cash and cash equivalents 9 1,609 2,477
Opening cash and cash equivalents 17 26,081 23,604
Closing cash and cash equivalents 17 27,690 26,081
Free cash flow 7 78,818 71,344
Free cash flow per ordinary share 7 59.7 529
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BALANCE SHEET as at 24 July 2011
J D Wetherspoon plc, company number 1709784

Notes 24 July 25 July
2011 2010
£000 £000
Assets
Non-current assets
Property, plant and equipment 11 881,271 810,714
Intangible assets 12 11,525 6,700
Deferred tax assets 6 15,569 17,597
Other non-current assets 13 10,520 10,001
Total non-current assets 918,885 845,012
Current assets
Inventories 14 21,488 19,911
Other receivables 15 21,623 19,727
Assets held for sale 16 70 -
Cash and cash equivalents 17 27,690 26,081
Total current assets 70,871 65,719
Total assets 989,756 910,731
Liabilities
Current liabilities
Trade and other payables 18 (189,777) (162,553)
Financial habilities 19 {3,129) (2,829)
Current income tax habihties {9,457) (11,501}
Total current habilities (202,363) (176,883)
Non-current Liabilities
Financial habilities 19 (462,254) (411,643)
Denvative financial instruments 20 (57,880) (61,391)
Deferred tax habilibes 6 (71,448) (75,579)
Other hiabilities 21 {24,766) {23,094)
Total non-current habilities {616,348) {671,707)
Net assets 171,045 162,141
Shareholders’ equity
Ordinary shares 24 2,632 2,783
Share premium account 143,199 142,975
Capital redemption reserve 1,798 1,646
Hedging reserve (43,410) (44,821)
Retained earnings 66,826 59,558
Total shareholders’ equity 171,045 162,141

The notes on pages 14 to 29 form an integral part of these financial statements

ncial statements, on pages 10 to 38, approved by the board of directors and authorised for issue on 9
ber 2011, are signed on its behalf by

\(u\}&F \
Kirk 1S

Director
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Notes to the financial statements

1 Revenue

Revenue disclosed in the income statement 1s analysed as follows

52weeks 52 weeks ended
ended 25 July 2010
24 July 2011 £000
£000
Sales of food, beverages, hotel rooms and machine income 1,072,014 996,327
2 Operating profit before exceptional items — analysis of costs by nature
This 1s stated after charging/(crediting)
52 weeks 52 weeks
ended ended
24 July 2011 25 July 2010
£000 £000
Operating lease payments 64,463 62,341
Repasrs and maintenance 36,241 34,233
Rent recevable (565) (392)
Depreciation of property, plant and equipment (note 11) 42,866 42,620
Amortisation of intangible assets (note 12) 1,223 811
Amortisation of non-current assets (note 13) 306 268
Share-based charges (note 4) 4,595 3,987
Auditors’ remuneration
Audit services
— audit fees 150 152
- other services supplied pursuant to relevant legislation 28 26
— other services 105 10
Total auditors’ fees 283 188
Analysis of continuing operations
52 weeks 52 weeks
ended ended
24 July 2011 25 July 2010
£000 £000
Revenue 1,072,014 996,327
Cost of sales (927,045) (856,908)
Gross profit 144,969 139,419
Admiristration costs
— head-office costs (42,660) (39,406)
Operating profit before exceptional items 102,309 100,013
Exceptional items {note 3) {5,389) {10,557)
Operating profit after exceptional items 96,920 89,456
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3 Exceptional items

52 weeks 52 weeks
ended ended
24 July 2011 25 July 200
£000 £000

Operating items
Property impairment 4,410 10,557
Insurance excess 250 -
Loss on disposal of property, plant and equipment 729 -
Operating exceptional items 5,389 10,557

During the year under review, an exceptional charge of £4,410,000 (2010 £10,557,000) relates to the
impairment of property and fixed assets, following a review of the company’s assets, as required under IAS
36

Under the impairment review, each cash-generating unit (CGU) 1s reviewed for its recoverable amount,
determined as being the higher of its far value less costs to sell and its value In use

Property-related disposals and write-offs are in respect of the loss on disposal of two sites, together with an
insurance excess paid in respect of one site damaged by fire

4 Employee henefits expense

52 weeks 52 weeks

ended ended

24 July 2011 25 July 2010

£000 £000

Wages and salaries 273,685 250,261
Social Security costs 18,609 16,649
Pension costs 1,668 1,598
Share-based charges (note 25) 4,595 3,987
298,557 272,495

Included In the table above 1s compensation paid to directors for loss of office of £367,000

The average number of people directly employed in the business, including directors, was as follows

2011 2010
Number Number
Full-time equivalents
Manageral/administration 3,454 3,342
Hourly paid staff 9,557 8,617
13,011 11,959
2011 2010
Number Number
Total employees
Managerialfadministration 3,828 3,709
Hourly paid staff 20,239 17,468
24,067 21,177
Directors’ emoluments
2011 2010
£000 £000
Aggregate emoluments (excluding share-based payments) 1,478 1,918
Contributions to a defined contribution scheme 85 126
1,573 2,044

Retirement benefits are accruing to 3 (2010 4) directors under a defined contribution scheme

Details of directors’ emoluments are disclosed in the remuneration report on pages 53 to 59, these form part
of these financial statements
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5 Finance income and costs

52 weeks 52 weeks
ended ended
24 July 25 July
2011 2010
£000 £000
Finance costs
Interest payable on bank loans and overdrafts 33,143 26,789
Interest payable on US senior loan notes - 437
Amortisation of bank loan 1ssue costs 1,948 1,227
Interest payable on obligations under finance leases 473 561
Total finance costs 35,564 29,014
Bank interest receivable (36) (16)
Total finance income (36) (16)
Total net finance costs 35,628 28,998
Further detaills are provided in account note 20
52 weeks 52 weeks
ended ended
24 July 25 July
2011 2010
£000 £000
Analysis of finance income and costs in categories in accordance with IAS 39
Loans and receivables (36) (16)
Financial habilittes carried at amortised cost 16,136 9,327
Financial derivatives 18,751 18,983
Other financial expenses 677 704
Total net finance cost 35,528 28,998
6 Income tax expense
{a) Tax on profit on ordinary activities
Tax charged in the iIncome statement
52 weeks 52 weeks
ended 24 ended 25
July 2011 July 2010
£000 £000
Current income tax
Current iIncome tax charge 19,169 21,709
Total current Income tax 19,169 21,709
Deferred tax
Ongination and reversal of temporary differences 980 746
Impact of change in UK tax rate (5,549) (2.775)
Total deferred tax {4,569) (2,029)
Tax charge in the income statement 14,600 19,680
Tax relating to items charged or credited to equity
Deferred tax
Tax charge {(credit) on Interest-rate swaps 2,100 {6,856)
Tax charge {credit) in the statement of comprehensive income 2,100 (6,856)

Exceptional items had no effect on the tax charge in the iIncome statement for the current or previous financial

year
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(b) Reconciliation of the total tax charge

The tax expense after exceptional items in the income statement for the year 1s lower (2010 higher) than the
standard rate of corporation tax in the UK of 27 3% (2010 28%) The differences are reconciled below

52 weeks 52 weeks 52 weeks 52 weeks

ended ended 24 ended 25 ended

24 July July 2011 July 2010 25July

2011 2010

Before After Before After

exceptional exceptional exceptional exceptional

items items tems tems

£000 £000 £000 £000

Profit before income tax 66,781 61,392 71,015 60,458

Profit multiplied by the UK standard rate of 18,253 16,780 19,884 16,928
corporation tax of 27 3% (2010 28%)

Abortive acquisition costs and disposals 309 309 156 156

Other disallowables a5 85 120 120

Other allowable deductions (92) (92) {57) (57)

Non-qualifying depreciation 2,849 4,322 3,459 6,415

Deduction for share options and SIPs (338) (338) (1,139) {1,139)

Deferred tax on balance-sheet-only items (927) (927) 32 32

Adjustment in respect of change in tax rate {5,549) (5,549) (2,775) (2,775)

Total tax expense reported In the Income statement 14,600 14,600 19,680 19,680

The main factor which causes the company’s tax rate to be higher than the UK standard rate of corporation
tax 1s non-qualfying depreciation

On 1 Apnl 2012, the UK standard rate of corporation tax 1s set to fall to 25%

{c) Deferred tax
The deferred tax 1n the balance sheet 15 as follows

Deferred tax liabilities Accelerated  Revaluation Other timing
tax of land and differences Total
depreciation buildings

£000 £000 £000 £000

Al 26 July 2009 66,827 3,298 7,508 77,633

Credited to the income statement {744) (314) (996} (2,054)

At 25 July 2010 66,083 2,984 6,512 75,579

Credited to the income statement {3,253) {355) (523) (4,131)

At 24 July 2011 62,830 2,629 5,989 71,448

Deferred tax assets Capital losses Basic SWAP Total

carried
forward

£000 £000 £000

At 26 July 2009 685 10,080 10,765

Credited to the income statement (24) - (24)

Charged to other comprehensive income — 6,856 6,856

At 25 July 2010 661 16,936 17,597

Credited to the income statement 438 - 438
Debited to other comprehensive income - (2,466) {2,466)

At 24 July 2011 1,099 14,470 15,569

The Finance (No 3) Bill 2010-11 recerved royal assent before the balance sheet date of 24 July 2011 It
included legislation to reduce the main rate of corporation tax to 25%, with effect from 1 Apnl 2012 The lower
rate of 25% has been used to determine the overall net deferred tax habilty, as the temporary differences are
expected to reverse at the lower rate

The March 2011 budget announced a further 1% reduction in the main rate of corporate tax A lower rate of
26% from 1 Apnl 2011 was enacted in July 2011, with the intention remaining for the rate to reduce further, by
1% per annum, to 23% by 1 April 2014 These further proposed rate reductions to 24% and 23% had not been
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substantively enacted at the balance sheet date and are, therefore, not included in the financial statements
The proposed reductions in the rate are expected to be enacted separately each year The impact of the
further changes in rate, from 25% to 23%, would be a £4 4m increase n profits for the year The overall effect
of the changes applied to the deferred tax balances at 24 July 2011 would be to increase profits for the year
by £5 6m (being £2 8m in July 2012 and £2 8m n July 2013) and increase other comprehensive losses by

£1 2m (being £0 6m n July 2012 and £0 6m in July 2013)

7 Earnings and cash flow per share

Basic earnings per share has been calculated by dividing the profit attributable to equity holders of
£46,792,000 (2010 £40,778,000) by the weighted average number of shares in 1ssue during the year of
132,019,936 (2010 134,902,108)

The weighted average number of shares has been adjusted to exclude treasury shares held in respect of the
employee Share Incentive Plan and the 2005 Deferred Bonus Scheme

Earnings before exceptional items per share has been calculated before exceptional tems detalled in note 3
and takes account of 23,250 (2010 59,032) potential dilutive shares under option, giving a wetghted average
number of ordinary shares adjusted for the effect of dilution of 132,043,186 {2010 134,902,108)

Adjusted earmings excludes an adjustment in respect of the corporation tax-rate change of £5,549,000 (2010
£2,775,000) and exceptional items

Earnings Earnings Earnings Earnings per Earnings per
per share 52 weeks 52 weeks share share 52
ended ended 52 weeks weeks ended
24 July 2011 25 July 2010 ended 25 July 2010
£000 £000 24 July 2011 pence

pence
Basic earnings/Diluted earnings 46,792 40,778 354 302
Adjusted earnings before exceptional tems 46,632 48,560 35.3 360
Adjusted earnings after exceptional tems 41,243 38,003 31.2 282

Free cash flow per share

The calculation of free cash flow per share 1s based on the net cash generated by business activities and
availlable for investment in new pub developments and extensions to current pubs, after funding interest,
corporate tax, all other reinvestment in pubs open at the start of the period and the purchase of own shares
under the employee Share Incentive Plan (‘free cash flow') It 1s calculated before taking account of proceeds
from property disposals, inflows and outflows of financing from outside sources and dividend payments and is
based on the same number of shares in 1ssue as that for the calculation of basic earnings per share

Free cash flow per share 52 weeks 52 weeks
ended ended

24 July 2011 25 July 2010

Free cash flow (£000) 78,818 71,344
Free cash flow per share (p) 59.7 529
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8 Cash generated from operations

52 weeks 52 weeks
ended ended
24 July 2011 25 July 2010
£000 £000
Profit attributable to shareholders 46,792 40,778
Adjusted for
Tax 14,600 19,680
Impairrment charge 4,410 10,557
Loss on disposal of property, plant and equipment 979 -
Amortisation of intangible assets 1,223 811
Depreciation of property, plant and equipment 42,866 42,620
Lease premium amortisation 306 268
Share-based charges 4,595 3,987
Interest receivable (36} (16)
Amortisation of bank loan issue costs 1,948 1,227
Interest payable 33,616 27,787
151,299 147,699
Change in inventories (1,577) (1,957)
Change In recewvables (1,896) (3,401)
Change in payables 30,371 11,064
Net cash inflow from operating activities 178,197 153,405
9 Analysis of changes in net debt
At 25 July Cash flows Non-cash At 24 July
2010 movement 2011
£000 £000 £000 £000
Cash on hand 26,081 1,609 - 27,690
Debt due after one year (note 20) (405,612) (49,962) {1,948) {457,522)
Bank borrowing (379,531) {48,353) (1,948) (429,832)
Finance {ease creditor — due less than one year (2,829) 2,908 {(3,208) (3,129)
Finance lease creditor — due after one year {6,031) - 1,299 {4,732)
Net borrowings (388,391) (45,445) (3,857) (437,693)
Derivative — interest rate swaps (note 20) {61,391) - 3,511 (57,880)
Net debt (449,782) (45,445) (346) {495,573)
10 Dividends paid and proposed
52 weeks 52 weeks
ended ended
24 July 2011 25 July 2010
£000 £000
Declared and paid during the year
Dividends on ordinary shares
—interim for 2010/11 4p {(2009/10 19p) 5,211 26,174
Dwidends paid 5,211 26,174
Proposed for approval by shareholders at the AGM
— final dividend for 2010/11 8p (2009/10 Op) 10,402 —

As detailed in the interim accounts, the board declared and paid an interim dividend of 4 Op for the financial

vear ending 24 July 2011
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11 Property, plant and equipment

Freehold Short Equipment, Expenditure
and long leasehold fixtures on
leasehold property and fitings unopened
property properties Total
£000 £000 £000 £000 £000
Cost
At 26 July 2009 526,390 362,313 288,502 18,100 1,195,305
Additions 6,566 2,633 16,576 62,174 87,949
Transfers 20,839 20,169 13,348 (54,356) -
Transfer to/ffrom assets held for sale - - - 3,038 3,038
Disposals {96) {2,469) (2,364) (279) (5,208)
At 25 July 2010 553,699 382,646 316,062 28,677 1,281,084
Additions 15,167 3,401 28,655 75,485 122,708
Transfers 58,728 6,791 13,431 (78,950) -
Transfer to/from assets held for sale (611) {611)
Disposals (2,848) (1,387) {2,185) (1,496) {7,9186)
At 24 July 2011 624,746 391,451 355,963 23,105 1,395,265
Depreciation and imparrment
At 26 July 2008 75,978 130,024 215,400 - 421,402
Provided during the period 10,204 12,375 20,041 - 42,620
Impairment loss and depreciation 1,674 6,775 992 - 9,441
adjustment
Disposals (7) (2,294) (2,012) - (4,313)
Transfer from assets held for sale - - - 1,220 1,220
At 25 July 2010 87,849 146,880 234,421 1,220 470,370
Provided during the penod 12,118 9,906 20,842 - 42,866
Impairment loss 2,231 2,031 148 - 4,410
Disposals (395) (798) (1,639) (820) {3,652)
Reclassification 1,503 {1,503) - — —
At 24 July 2011 103,306 156,516 253,772 400 513,994
Net book amount at 24 July 2011 521,440 234,935 102,191 22,705 881,271
Net book amount at 25 July 2010 465,850 235,766 81,641 27,457 810,714
Net book amount at 26 July 2009 450,412 232,289 73,102 18,100 773,903

Impairment of property, plant and equipment

The company considers each trading outlet to be a separate cash-generating unit (CGU), with each CGU
reviewed annually for indicators of impairment

In assessing whether an asset has been impaired, the carrying amount of the CGU 1s compared with its
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 information about the fair value of a CGU, the recoverable amount 1s deemed to be

its value In use

The company estimates value in use using a discounted cash flow model, based on the expected future
trading performance anticipated by management There i1s a significant number of interconnected assumptions
which underpins the value-in-use calculations However, the underlying basis for the impairment model
involves each CGU's projected cash flow for the 52 weeks ending 22 July 2012, extrapolated to incorporate
indwidual assumptions, In respect of sales growth, gross margin and cost-savings for that specific CGU

The pre-tax discount rate employed by the company this year was 10% (2010 10 0%)

The board approved the discount rate, considening it to be prudent, yet reflective of the current economic

climate

As a result of this exercise, an impairment loss of £4,410,000 (2010 £10,557,000) was charged to operating

costs in the Income statement

Of the previous year's charge, £9,441,000 is reflected in the table above, while £1,117,000 relates to other

non-current assets, as described in note 13
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Management believes that a reasonable change in any of the key assumptions, for example the discount rate

applied to each CGU, could cause the carrying value of the CGU to exceed its recoverable amount, but that
the change would be immaterial

Finance leases

The carrying value of fixed assets held under finance leases at 24 July 2011, included within equipment,
fixtures and fitings, was as follows

2011 2010
£000 £000
Cost 13,399 13,9156
Accumulated depreciation (7,862) (5,456)
Net book amount 5,537 8,459
12 Intangible assets
IT software
costs
£000
Cost
At 26 July 2009 14,334
Additions 2,653
At 25 July 2010 16,987
Additions 6,049
Disposals (49)
At 24 July 2011 22,987
Amortisation
At 26 July 2009 9,476
Amortisation during the period 811
At 25 July 2010 10,287
Amortisation during the period 1,223
Disposals (48)
At 24 July 2011 11,462
Net book amount at 24 July 2011 11,525
Net book amount at 25 July 2010 6,700
Net book amount at 26 July 2009 4,858

Amortisation of £1,223,000 (2010 £811,000) 1s included in the cost of sales in the income statement
Included within the intangible assets 15 £5,819,000 of assets in the course of development (2010 £903,000)
Finance lease

The carrying value of fixed assets held under finance leases at 24 July 2011, included within intangible assets,
was as follows

2011 2010

£000 £000

Cost 1,909 -
Accumulated depreciation - -
Net book amount 1,909 -

The company has entered into a contract for the design and implementation of an ERP system ‘Commitments
in terms of this agreement total £2 3m
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13 Other non-current assets

Lease
premiums
£000
Cost
At 26 July 2009 9,746
Additions 3,636
Disposals {(219)
At 25 July 2010 13,163
Additions 825
At 24 July 2011 13,988
Amortisation
At 26 July 2009 1,777
Amortisation duning the penod 268
impairment charge (note 11) 1,117
At 25 July 2010 3,162
Amortisation during the period 306
At 24 July 2011 3,468
Net book amount at 24 July 2011 10,520
Net book amount at 25 July 2010 10,001
Net book amount at 26 July 2009 7,969
14 Inventories
2011 2010
£000 £000
Goods for resale at cost 21,488 19,911
15 Other receivables
2011 2010
£000 £000
Other receivables 4,429 5,936
Prepayments and accrued income 17,194 13,791
21,623 19,727

At the balance sheet date, the Company was exposed to a maximum credit nsk of £4 4 million, of which
£198,000 was overdue The Company holds no collateral for these recevables, and no impatrment to

receivables was deemed necessary at the balance sheet date

16 Assets held for resale

As at 24 July 2011, one unit was classified as held for sale (2010 0 umnits)

The major classes of assets held, comprising the unit classified as held for sale, were as follows

Property, plant and equipment

2011 2010
£000 £000
70 —

A total loss of £541,000, in writing this asset down to fair value less costs to sell, has been included within

exceptional tems (note 3)

It 15 expected that this site will be disposed of by public auction early in the new financial year
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17 Cash and cash equivalents

2011 2010
£000 £000
Cash at bank and in hand 27,690 26,081
Cash at bank earns interest at floating rates, based on daily bank deposit rates
There 1s no difference between the fair value and book value of cash and cash equivalents
18 Trade and other payables
2011 2010
£000 £000
Trade payables 94,713 87,757
Other payables 5,878 5,737
Other tax and Social Securty 30,099 21,999
Accruals and deferred income 59,087 47,060
189,777 162,553
19 Financial liabilities
2011 2010
£000 £000
Current
Finance lease obligations 3,129 2,829
Non-current
Bank loans
Variable rate facility 457,522 405,612
Other
Finance lease obligations 4,732 6,031
Tota!l non-current financial liabilities 462,254 411,643
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20 Financial instruments

For a discussion on capital nsk management, please refer to section 2 on page 39 Also discussed in section
2 on page 40 are the financial risks associated with financial instruments, including credit risk and hquidity nsk

The table below analyses the Company's financial liabihties which will be settled on a net basis into relevant

matunty groupings, based on the remaining peniod at the balance sheet date to the contractual maturity date
The amounts disclosed in the table are the contractual undiscounted cash flows

Maturity profile of financial habilities

Within 1 1-2 years 2-3 34 4-5 More than Total
year years years years 5 years
£000 £000 £000 £000 £000 £000 £000
As at 24 July 2011
Bank loans 15,397 15,397 489,703 - - - 520,497
Other long-term payables 729 698 698 698 698 5,215 8,736
Finance lease obligations 3,480 2,856 21471 - - - 8,507
Trade and other payables 159,678 - - - - - 159,678
Dervatives 18,553 18,553 18,553 10,248 6,986 115 73,008
Within 1 1-2 years 2-3 3-4 4-5 Morethan Total
year years years years 5 years
£000 £000 £000 £000 £000 £000 £000
At 25 July 2010
Bank loans 12,969 12,969 12,969 423,208 - - 462,115
Other long-term payables G641 642 642 642 642 4,741 7,950
Finance lease obligations 3,281 2,817 2,193 1,678 - - 9,969
Trade and other payables 140,554 - - - - - 140,554
Dervatives 18,884 18,884 18,884 .18,884 10,246 7.247 93,029

At the balance sheet date, the Company had total UK committed loan faciities of £550m (2010 £550m) which
comprised a £530-million unsecured-term revolving-loan facility and an overdraft faciity of £20 milhon,
maturing in March 2014 All UK-committed loan facilities are at floating rates, based on LIBOR The Company
has entered into swap agreements which fix £400 millton The effective weighted average of all of the swap
agreements entered into 1s 5 47% (2010 5 47%), fixed for a weighted average period of 3 9 years (2010 49

years)

At the balance sheet date, £480 million (2010 £415 million) was drawn down under the £530-million
unsecured-term revolving-loan facility, with interest rates set for periods of between one and six months, at
which point monies are repaid and, if appropriate, redrawn
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Interest-rate and currency risks of financial liabilities

An analysis of the interest-rate profile of the financial liabilities, after taking account of all interest-rate swaps,

1s set out in the following table

2011 2010
£000 £000
Analysis of interest-rate profile of the financial iabilities
Floating-rate borrowings 57,522 5,612
Fixed-rate borrowings
— bank loans 400,000 400,000
— finance lease obhigations 7,861 8,860
465,383 414,472

The floating-rate borrowings are interest-bearing borrowings at rates based on LIBOR, fixed for periods of up

to six months
Obligations under finance leases

The minimum lease payments under finance leases fail due as follows

2011 2010

£000 £000

Within one year 3,481 3,281
In the second to fifth year, inclusive 5,026 6,688
8,507 9,969

Less future finance charges (646) (1,109)
Present value of lease obligations 7,861 8,860
Less amount due for settlement within one vear ' (3,480) (2,829)
Amount due for settlement during the second to fifth year, inclusive 4,381 6,031

All finance lease obligations are in respect of vanous equipment and software used in the business No

escalation clauses are included in the agreements
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Fair values

Set out below 1s a comparison by category of carrying amounts and fair values of all of the financial
instruments carried in the financial statements

2011 2011 2010 2010
Book value Fair value Book value Fair value
£000 £000 £000 £000
Financial assets
Loans and receivables
Cash and cash equivalents 27,690 27,690 26,081 26,081
Other receivables 4,429 4,429 5,936 5,936
Financial liabilities
Other financial iabilihies
Trade and other payables (159,678) (159,678) {140,554) (140,554)
Finance lease obligations (7,861) (8,328) (8,860) (9,334)
Long-term borrowings {457,522) (495,060) {405,612) {416,969)
Derivatives
Interest-rate, currency and basis swaps (57,880) {57,880) (61,391) (61,391)

The fair value of finance leases has been calculated by discounting the expected cash flows at the year end's
prevailing interest rates

The fair value of derivatives has been calculated by discounting all future cash flows by the market yield curve
at the balance sheet date

The farr value of borrowings has been calculated by discounting the expected future cash flows at the year
end’s prevailing interest rates

Interest-rate swaps
At 24 July 2011, the Company had fixed-rate swaps designated as hedges of floating-rate borrowings The

floating-rate borrowings are interest-bearing borrowings at rates based on LIBOR, fixed for periods of up to six
months

The Interest-rate swaps of the floating-rate borrowings was assessed to be effective, a cumulative loss of
£57,880,000 (2010 a loss of £61,391,000), with a deferred tax credit of £14,470,000 (2010 a credit of
£16,570,000), relating to the hedging instrument, 1s included In equity A gain of £3,511,000 for the year
(2010 loss £25,395,000) i1s reflected 1n equity

Fair value of financial assets and liabilities

Effective from 27 July 2009, the Company adopted the amendment to IFRS 7 for financial instruments which
are measured in the balance sheet at farr value This requires disclosure of fair value measurements by level,
using the following fair value measurement hierarchy

- Quoted prices in active markets for identical assets or liabiities (level 1)

- Inputs other than quoted prices included in level 1 which are observable for the asset or liability,
either directly or indirectly (level 2)

- Inputs for the asset or hability which are not based on observable market data (level 3)

The farr value of the cash flow hedge of £57 8m 1s considered to be level 2 All other financial assets and
habilities are measured in the balance sheet at amortised cost
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21 Other liabilities

2011 2010

£000 £000

Operating lease incentives and provisions 9,819 8,153
Amount held in respect of gaming machine settlement under appeal by HMRC 14,947 14,941
Other liabilities 24,766 23,094

Included in other liabihties are lease incentives on leases where the lessor retains substantially all of the risks
and benefits of ownership of the asset The lease incentives are recognised as a reduction In rent paid over
the lease term, resulting \n deferred income recognised on the balance sheet

The weighted average penod to maturity of operating lease incentives 1s 16 1 years (2010 16 3 years)

Also included 15 an amount held in respect of the Company's gaming machine VAT clam A decision was
released during the previous financial year in respect of Rank plc's gaming claim, and this latest ruling fell in
the taxpayer's favour As a result, the Company was able to further pursue its own gaming claim which was
submitted in January 2006 HMRC made a repayment of the existing clam, subject to the Company providing
a guarantee to HMRC that, in the event that the existing decision i1s overturned in a higher court, the amount
will be repayable in full HMRC lodged an appeal with the European Court of Justice in respect of Rank plc’s
decision and this was heard on 30 June 2011, a decision 1s expected by the end of the calendar year The
Company i1s holding the repayment amount of £14,947,000 as a liability, until the Rank plc case has reached
its final conclusion

22 Financial commitments
The Company has entered into commercial leases on certain properties The terms of the leases vary,
however, on inception, a property lease will be for a penod of up to 30 years Most property leases have

upwards-only rent reviews, based on open-market rent at the time of the review

The minimum contractual operating lease commitments fall due as follows

2011 2010
Land and building £000 £000
Within one year 60,736 569,030
Between one and five years 228,286 224,132
After five vears 916,432 952,502

1,205,454 1,235,664

The Company has operating lease commitments, with rentals determined in relation to sales An estimate of
the future mimmum rental payments under such leases of £58 muilion (2010 £52 million) I1s included above

23 Related-party disclosures
No transactions have been entered into with related parties durning the year

As required by IAS24, the following information 1s disclosed about key management compensation

Key management compensation:

2011 2010

£000 £000

Salaries and short-term employee benefits 2,578 3,357
Post-employment pension benefits 154 199
Termination benefits 366 -
Share-based charges 350 420
3,448 3,976

For additional information about directors’ emoluments, please refer to the directors’ remuneration report
Directors’ interests in employee share plans

Detalls of the shares held by executive members of the board of directors are included in the remuneration
report on pages 53 to 59 which forms part of these financial statements
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24 Share capital

Number of Share

shares capital

000s £000

At 26 July 2009 138,974 2,779
Allotments 151 4
At 25 July 2010 139,125 2,783
Allotments 68 1
Repurchase of shares (7,585) (152)
At 24 July 2011 131,608 2,632

The total authonised number of 2p ordinary shares 1s 500 miflion (2010 500 miliion) All 1Issued shares are fully
pawd Proceeds from the 1ssuance of shares amounted to £225,000 (2010 £523,000)

Dunng the year, 7,585,000 shares (representing approximately 5% of the issued share capital) were
repurchased by the Company for cancellation, at a cost of £32 6m, excluding stamp duty, representing an
average cost per share of 428p

The effect of the buyback programme i1s to enhance the earnings per share in the current and future years

While the memorandum and articles of association allow for preferred, deferred or special nights to attach to
ordinary shares, no shares carried such rights at the balance sheet date

25 Share-based payments

Movements in the year

The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements
In, each category of share options during the year The significance of options granted before 7 November
2002 1s that they have been excluded from the IFRS 2 share-based payment charge, on the basis of ther date
of grant No options were granted after 7 November 2002

(a) New Discretionary Share Option Scheme (NDSQO)

2011 2011 2010 2010

Number WAEP Number WAEP
Qutstanding at the beginming of the year 67,296 339.0 203,805 3501
Lapsed in the year {5,568) 339.0 {4,617} 3529
Exercised in the year (48,238) 339.0 (131,892) 3533
Outstanding at the end of the year 13,490 339.0 67,296 3437
Weighted average contractual Iife remaining for 0.1 year 0 8 years
share options outstanding at the year end
Exercise price for options outstanding at the year 339.0p 339 0p
end
(b} 2001 Executive Scheme (2001 scheme)

2011 2011 2010 2010

Number WAEP Number WAEP
Outstanding at the beginning of the year 60,110 301.5 82,405 3015
Lapsed In the year (2,960) 301§ (2,991) 3015
Exercised in the year (19,695) 3015 {19,304} 3015
Outstanding at the end of the year 37,455 s 60,110 3015
Weighted average contractual Ife remaining for 1.1 years 2 1 years
share options outstanding at the year end
Exercise price for options outstanding 301.5p 301 5p

at the year end

At 24 July 2011, there were 26 members of the NDSO scheme, with average shareholdings of 519, there
were 176 members of the 2001 scheme, with average option-hotdings of 213

The exercise of an option under the NDSO and 2001 scheme will, in accordance with institutional shareholder
guidelines, be conditional on the achievement of performance conditions [n respect of the NDSCO and 2001
scheme, options are exercisable three years after they have been granted and only if the Company’s
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normahsed earnings per share (excluding exceptional items), over any three-year period, have exceeded the
growth In the RPI by an average of at least 3% per annum

Fair value of share-based payments I1s determined with reference to market prices

26 Events after the balance sheet date

Following the year end, the company concluded an amendment and restatement of its existing banking
faciity The new non-amortising £555-milion four-year-and-eight-month facility, expinng in March 2016, was

put In place, with a syndicate of nine existing lenders Total facilities now avallable, including an overdraft, are
£575 0 milhion
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Financial record
for the five years ended 24 July 2011

2007 2008 2009 2010 2011
£000 £000 £000 £000 £000

Sales and results
Revenue from continuing operations 888,473 907,500 955,119 996,327 1,072,014
Operating profit before excephonal kems 91,113 90,457 97,001 100,013 102,308
Exceptional items - (3,275) (21,920) (10,557) (5,389)
Finance income 206 337 336 16 36
Finance costs (29,295) (32,566) (31,182} (29,014) (35,564)
Fair value loss on financial denvatives - {(794) 794 - -
Profit on ordinary activities before taxation 62,024 54,159 45,029 60,458 61,392
Taxation {15190) {18,624) {(19,730) (19.680) (14,600)
Profit for the year 46,834 35,535 25,299 40,778 46,792
Net assets employed
Non-current assets 793,495 B05,017 797,496 845,012 918,885
Net current habilities (78,731) (80,806) (199,468) (111,164) (131,492)
Non-current habifities (456,567) (458,732) (346,259) (473,034) (520,134)
Deferred tax and other liabilities (85,500) (84,932) (84,076) (98,673) (96,214)
Shareholders’ funds 172,607 180,547 167,693 162,141 171,045
Ratios
Operating marg:n (excluding exceptional items) 10 3% 10 0% 10 2% 10 0% 9 5%
Basic earnings per share {excluding exceptional 28 1p 27 6p 32 6p 36 0p* 35 3p*
items)
Free cash flow per share 356p 50 6p 717p 52 9p 59 7p
Dividends per share (internsm and final} 12 Op 12 Op Op 19 Op 12 0Op
Notes to the financial record
(a) The summary of accounts has been exiracted from the annual audited financiat statements

of the Company for the five years shown

* The weighted average number of shares has been adjusted to exclude treasury shares held in respect of the
employee Share Incentive Plan and the 2005 Deferred Bonus Scheme
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Authorisation of financial statements and statement of compliance with IFRSs

The financial statements of J D Wetherspoon plc
{the ‘Company’) for the year ended 24 July 2011
were authorised for iIssue by the board of directors
on 8 September 2011, and the balance sheet was
signed on the board's behalf by J Hutson and K
Davis J D Wetherspoon plc 1s a public imited
company, incerporated and domiciled in England
and Wales The Company's ordinary shares are
traded on the London Stock Exchange
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The Company's financial statements have been
prepared in accordance with the EU-endorsed
IFRSs and IFRIC interpretations as adopted by the
EU and as applied in accordance with the
provisions of the Companies Act 2006 The
principal accounting polictes adopted by the
Company are set out on pages 33 to 37
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Accounting policies

Basis of preparation

The financial statements of the Company have
been prepared In accordance with IFRSs as
adopted by the EU, IFRIC interpretations and the
Companies Act 2006 applicable to companies
reporting under IFRS The financial statements
have been prepared under the historical cost
convention, except for the revaluation of financial
instruments and share based payments

The Company’s financial statements are presented
in sterling, with all values rounded to the nearest
thousand pounds (£000), except where otherwise
indicated The accounting policies which follow set
out those policies which apply in preparing the
financial statements for the year ended 24 July
2011, they have been consistently applied

Critical accounting estimates and judgements
The preparation of financial statements in
conformity with IFRS requires the use of certain
critical accounting estimates It also requires
management to exercise its judgement in the
process of applying the Company’s accounting
policies The estimates and judgements are based
on historical experience and other factors,
including expectations of future events which are
believed to be reasonable and constitute
management’s best jJudgement at the date of the
* financial statements In the future, actual
expernence could differ from those estimates The
areas involving a higher degree of judgement or
complexity or where assumptions and estimates
are significant to the financial statements are
disclosed below

Insurance provision

A provision for public liability insurance 1s made for
the estimated exposure of the Company to claims
This has been based on experience of historical
clams

Impairment of property, plant and equipment
The Company determines whether property, plant
and equipment 1s iImparred by estimating a unit’s
value Iin use and fair value less costs to sell, to
determine the recoverable amounts of cash-
generating units (CGUs)

Farr value less costs to sell 1s determined using
external and internal estimates of the value of the
Company's CGUs The value in use is calculated
using the estimated earmings and cash flows
derived by management estimates and applying a
suitable pre-tax discount rate to these cash flows

Any changes in the level of forecast earmngs or
cash flows, the discount rate apphed or the
estimate in far value less costs to sell could give
nse to an additional imparrment provision
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Hedging

The Company applies assumptions on future
transactions which could have an impact on those
future borrowings which are critical in the
effectiveness calculations of its Interest-rate
swaps [f these transactions were not to occur, it
may result in all or part of the cumulative gain or
loss which was originally reported in equity being
transferred to the income statement

Taxation

Significant judgement 1s required to determine the
provision for taxes, as the tax treatment for some
transactions cannot be fully determined, untl a
formal resolution has been reached with the tax
authonties Tax benefits are not recogrused untii it
1s probable that the benefit will be obtained

Deferred tax

Deferred tax assets and liabilities require
management judgement in determining the
amounts to be recognised In particular, significant
Jjudgement 1s used when assessing the extent to
which deferred tax assets and habilittes should be
recognised, with consideration given to the timing
and level of future taxable income and any future
tax planning strategies

Segmental reporting

The Company reports In one business segment
(that of public houses) and one gecgraphical
segment (being the United Kingdom) Given the
immatenal size of the Company’s hotel business,
this has not been separately disclosed as a
business segment

Exceptional items

The Company presents, on the face of the income
statement, those matenal items of income and
expense which, because of the nature and
expected infrequency of the event giving rise to
them, merit separate presentaton to allow
shareholders to better understand the elements of
financial performance in the year, so as to faciltate
comparnson with previous periods and to better
assess trends in financial performance

Property, plant and equipment

Property, plant and equipment are stated at cost or
deemed cost, less accumulated depreciation and
any impairment in value Cost of assets includes
acquisition costs, as well as other directly
attributable costs in bringing the asset into a
waorking condition

Depreciation I1s calculated on a straight-line basis,
over the estimated useful life of the asset as
follows

Freehold land 1s not depreciated
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Freehold bulldings are depreciated to therr
estimated residual values over periods of 50 years

Short-leasehold bulldings are depreciated over the
lease period

Equipment, fixtures and fithings are depreciated
over three to 10 years

Unopened properties are not depreciated until
such time as economic benefits are derived

As required by IAS 16, property, plant and
equipment’s expected useful Iife and residual
values are reviewed annually

The carrying values of property, plant and
equipment are reviewed for impairment, If events
or changes in circumstances indicate that their
carrying values may not be recoverable Any
impairment 1in the value of property, plant and
equipment s charged to the iIncome statement

Profits and losses on disposal of property, plant
and equipment reflect the difference between the
net selling pnce and the carrying amount at the
date of disposal and are recognised n the income
statement

impawrment

At each reporting date, the Company assesses
whether there I1s an indication that an asset may be
impaired If any such indication exists, or when
annual iImpairment testing for an asset 1s required,
the Company makes an estimate of the asset's
recoverable amount An asset's recoverable
amount 1s the higher of an asset or CGU’s farr
value less costs to sell and its value in use, this I1s
determined for an individual asset, unless the
asset does not generate cash inflows which are
largely independent of those from other assets or
groups of assets Where the carrying amount of an
asset exceeds its recoverable amount, the asset 1s
considered impaired and 1s written down to its
recoverable amount In assessing value In use, the
estimated future cash flows are discounted to therr
present value using a pre-tax discount rate which
reflects current market assessments of the time
value of money and the nisks specific to the asset
Imparrment losses of continuing operations are
recognised in the income statement in those
expense categones consistent with the function of
the iImpaired asset

An assessment is made at each reporting date
about whether there i1s any indication that
previously recognised impatrment losses may no
longer exist or may have decreased If such
tndication exists, the recoverable amount 1s
estimated A previously recognised imparrment
loss 1s reversed only if there has been a change in
the estimates used to determine the asset's
recoverable amount since the last impairrment loss
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was recognised If that 1s the case, the carrying
amount of the asset 1s increased 1o its recoverable
amount That increased amount cannot exceed the
carrying amount which would have been
determined, net of depreciation, had no
rmpairment loss been recognised for the asset In
previous years Such reversal 1s recognised n the
rncome statement After such a reversal, the
depreciation charge is adjusted in future periods,
to allocate the asset's revised carrying amount,
less any residual value, on a systematic basis,
over its remaining useful life

Intangible assets

Intangible assets are carried at cost, less
accumulated amortisation and accumulated
impairrment losses

Intangible assets with a finite life are amortised on
a straight-line basis over their expected useful life,
as follows

Computer software — 3 to 10 years

The carrying value of intangible assets I1s reviewed
for impairment whenever events or changes n
circumstances indicate that the carrying value may
not be recoverable

Lease premiums

Payments made on entering into or acquiring
leaseholds which are accounted for as operating
leases represent prepaid lease payments These
are amortised on a straight-line basis, over the
lease term Lease premiums are disclosed as
other non-current assets

Assets held for sale

Where the value of an asset will be recovered
through a sale transaction, rather than continuing
use, the asset 1s classified as held for sale Assets
held for sale are valued at the lower of book value
and fair value, less any costs of disposal, and are
no longer depreciated

Inventories

Inventories are stated at the lower of cost and net
realisable value The cost of finished goods
includes appropriate overheads Cost 1s calculated
on the basis of *first In, first out’, with net realisable
value being the estimated selling price, less any
costs of disposal

Provisions

Provisions are recognised when the Company has
a present legal or constructive obligation as a
result of a past event and it 1s probable that an
outflow of resources will be required to settle the
obligation and a rehable estimate can be made of
the obhgation’s amount

Revenue recognition
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Revenue 1s the value of goods and services sold to
third parties as part of the Company’s trading
activities, after deducting discounts and sales-
based taxes

Revenue 1s recognised when the significant nisks
and rewards of ownership are transferred
Revenue represents amounts derived principally
from the sale of goods (drnink and food sales
recognised at the point at which the goods are
provided) and the renderning of services Machine
revenue Is recognised after deducting sales-based
taxes All costs in relation to machine sales are
included in cost of sales

Leases

Leases where the Company assumes substantially
all of the risks and rewards of ownership are
classified as finance lgeases Assets acquired
under finance leases are capitalised at the lower of
thetr farr value and the present value of future
lease payments The corresponding hability is
included in the balance sheet as a finance lease
payable Lease payments are apportioned
between finance charges and reduction of the
lease payable, so as to obtain a constant rate of
interest on the remaining balance of the hability
Finance charges are charged as an expense to the
iIncome statement and the asset depreciation s
charged in hne with the accounting policy for
property, plant and equipment

Leases where the lessor retains substantially all of
the risks and benefits of ownership of the asset are
classified as operating leases Rental payments in
respect of operating leases are charged against
operating profit, on a straight-line basis, over the
period of the lease

The company also has contingent rentals payable,
based on turnover These are charged to operating
profit at the higher of mimmum contractual
obligations under the agreements or based as a
percentage of turnover

Lease incentives
Lease incentives are recognised as a reduction of
rental expense to the break clause

Borrowing costs

Borrowing costs are recognised as an expense in
the period 1n which they are incurred, unless the
requirements under 1AS 23, for the capitalisation of
borrowing costs relating to assets, are met

Income taxes

Current tax assets and liabilities are measured at
the amount expected to be recovered from, or paid
to, the taxation authorities, based on tax rates and
laws which are enacted or substantively enacted
by the balance sheet date
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Deferred income tax 1s recognised on all
temporary differences arising between the tax
bases of assets and habilihes and their carrying
amounts in the financial statements, with the
following exceptions

. Where the temporary difference anses from
an asset or lhability in a transaction which, at
the time of the transaction, affects neither
accounting nor taxable profit or loss

. Deferred iIncome tax assets are recognised
only to the extent that it 1s probable that
taxahle profit will be avallable against which
the deductible temporary differences,
carned-forward tax credits or tax losses can
be utilised

Deferred income tax assets and habihties are
measured on an undiscounted basis at the tax
rates which are expected to apply when the related
asset 1s realised or labiity settled, based on tax
rates and laws enacted or substantively enacted at
the balance sheet date

Income tax 1s charged or credited directly to equity,
if it relates to tems which are credited or charged
to equity Otherwise, Income tax 1s recognised In
the income statement

Free cash flow

The calculation of free cash flow 1s based on the
net cash generated by business activities after
funding interest, corporation tax, all other
remnvestment in current pubs at the start of the
period and the purchase of own shares under the
employee share-based plan

Financial instruments

Financial assets and habilities are recognised on
the date on which the Company becomes party to
the contractual provisions of the instrument giving
rise to the asset or hability

Financial assets

The Company classifies its financial assets in the
following categonies at farr value through profit or
loss, and loans and receivables The classification
depends on the purpose for which the financial
assets were acquired

a) Financial assets at fair value through profit
or loss

Financial assets at farr value through profit or loss
are financial assets held for trading A financial
assel 1s classified in this category, f acquired
principally for the purpose of selling In the short
term

Gains and losses arising from changes in the fair

value of the ‘financial assets at fair value through
profit or loss’ category are presented in the income
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statement within ‘fair value gain/loss on financial
denvatives’ in the period in which they arise

b) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments which
are not quoted In an active market They are
included in current assets, except for maturities
greater than 12 months after the balance sheet
date These are classified as non-current assets
Loans and receivables are classified as ‘other
receivables’ on the balance sheet

Other receivables

Other receivables are initially recognised at fair
value and carried at amortised cost less an
allowance for any uncollectible amounts An
estimate for doubtful debts 1s made, when
collection of the full amount I1s no longer probable
Bad debts are written off, when identfied

Cash and cash equivalents

Cash and short-term deposits in the balance sheet
comprise cash at bank and in hand and short-term
deposits with an onginal maturity of one month or
under For the purpose of the cash flow statement,
cash and cash equivalents comprise cash and
short-term deposits as defined above Bank
overdrafts are shown within current financial
habihities on the balance sheet

Financial liabilities

The Company classifies its financial habilities 1n
the following categories at farr value through profit
or loss and other financial iabihties The
classification depends on the purpose for which
the financial habilities were acquired

a) Financial liabilities at fair value through
profit or loss

Financial habihties at fairr value through profit or
loss are financial habihties held for trading A
financial liability 1s classified in this category, If
acquired principally for the purpose of selling in the
short term Financial habihties with a designated
hedge may also be categorised as financial
habilities at fair value through profit or loss They
are included in current habilities, except for
maturities greater than 12 months after the
balance sheet date

b) Other financial liabilities

Other financial llabilities are measured at fair value
on initial recognition and subsequently measured
at amortised cost, using the effective interest
method

Trade and other payables

Trade and other payables are initially recognised
at farr value and subsequently at amortised cost,
using the effective-interest method

Bank loans and loan notes
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Interest-bearing bank loans and loan notes are
recorded imtially at fair value of constderation
received net of direct 1ssue costs Borrowings are
subsequently recorded at amortised cost, with any
difference between the amount initially recorded
and the redemption value recognised in the
income statement over the penod of the bank
loans, using the effective-interest method

Bank loans and loan notes are classified as
current llabilities, unless the company has an
unconditional nght to defer settlement of the
hability for at least 12 months after the balance
sheet date

Derivative financial instruments and hedging
activities

Derivative financial instruments used by the
Company are stated at far value on initial
recognition and at subsequent balance sheet
dates

Hedge accounting 1s used only where, at the
inception of the hedge, there I1s formal designation
and documentation of the hedging relationship and
it meets the Company's nsk-management
objective strategy for undertaking the hedge and 1s
expected to be highly effective The Company
designates certain derivatives as one of the
following

Interest-rate swaps

Hedges are classified as Interest-rate swaps
where they hedge exposure to cash flow vanability
which 1s attnbutable to either a particular risk
associated with a recognised asset or Liability or a
forecast transaction

For Interest-rate swaps, the effective portion of the
gain or loss on the hedging instrument 1s
recognised directly in equity, while the ineffective
porticn is recognised in the iIncome statement
within ‘fair value gainfless on financial dervatives'
Amounts taken to equity are transferred to the
income statement when the hedged transaction
affects profit or loss, such as when a forecast sale
or purchase occurs Where the hedged item 1s the
cost of a non-financial asset or hability, the
amounts taken to equity are transferred to the
initial carrying amount of the non-financial asset or
lrability

If a forecast transacticn 1s no longer expected to
occur, amounts previcusly recognised in equity are
transferred to the income statement If the hedging
instrument expires or 1s sold, terminated or
exercised without replacement or roll-over or if its
designation as a hedge s revoked, amounts
previously recognised in equity remain in equity
until the forecast transaction occurs and are
transferred to the income statement or to the nmhal
carrying amount of a non-financial asset or liability
as above [f the related transaction 1s not expected
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to occur, the amount 1s taken to the income
statement

Share capital

Ordinary shares are classified as equity
Incremental costs directly attributable to the 1ssue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds

Foreign currencies

Transactions denominated in foreign currencies
are recorded at the rates of exchange prevailing at
the date of transaction Monetary assets and
habilities are translated at the year-end exchange
rates, with the resulting exchange differences
taken to the iIncome statement, except where
hedge accounting 1s applied

Retirement benefits

Contributions to personal pension schemes are
recognmsed in the income statement in the period
in which they fall due All contributions are n
respect of a defined contribution scheme

Dividends

Dividends recommended by the board, but unpaid
at each period end, are not recognised in the
financial statements until they are paid (in the case
of the interim dividend) or approved by
shareholders at the annual general meeting (in the
case of the final dividend)

Changes n net debt

Changes 1n net debt are both the cash and non-
cash movements of the year, including movements
in derivative financial instruments, of finance
leases, borrowings, cash and cash equivalents

Share-based charges

The Company has an employee share incentive
plan which awards shares to qualifying employees,
there 1s also a deferred bonus scheme which
awards shares to directors and senior managers,
subject to specific performance critena

The cost of equity-settled transactions with
employees 1S measured by reference to the far
value at the date at which they are granted and 1s
recognised as an expense over the vesting period,
which ends on the date on which the relevant
employees become fully entitied to the award In
valuing equity-settled transactions, no account 1s
taken of any vesting conditions, other than market
conditions linked to the price of the shares of the
Company

No expense I1s recognised for awards which do not
ultimately vest, except for awards where vesting 1s
conditional on a market condition, which are
treated as vesting, Irrespective of whether or not
the market condition 1s satisfied, provided that all
other performance conditions are satisfied At each
balance sheet date before vesting, the cumulative
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expense Is calculated, representing the extent to
which the vesting period has expired, being
management's best estimate of the achievement
or otherwise of non-market conditions and of the
number of equity instruments which will ultimately
vest or, In the case of an instrument, subject to a
market condition, be treated as vesting as
descnbed previcusly The movement in cumulative
expense since the previous balance sheet date I1s
recognised in the iIncome statement, with a
corresponding entry in equity

Where an equity-setiled award 1s cancelled, it 1s
treated as If It had vested on the date of
cancellation, with any cost not yet recognised In
the income statement for the award being treated
as an expense immediately Any compensation
paid, up to the fair value of the award at the
cancellation or settlement date, 1s deducted from
equity, with any excess over fair value being
treated as an expense Iin the Income statement
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New standards, amendments and
interpretations effective in the current year-

Annual improvements 2009 This 1s a collection
of amendments to 12 standards as part of the
IASB programme of annual improvements The
standards affected are

+ IFRS 2 - ‘Share-based payments’

IFRS 5 — ‘Non-current assets held for sale and

discontinued operations’

IFRS 8 — ‘Operating segments’

IAS 1 - 'Presentation of financial statements’

IAS 7 — ‘Statement of cash flows’

IAS 17 — 'Leases’

IAS 18 — ‘Revenue’

IAS 36 — ‘Impairrment of assets’

IAS 38 - ‘Intangible assets'

IAS 39 - ‘Financial instruments Recognition

and measurement’

¢ |IFRIC 9 — ‘Reassessment of embedded
derivatives’

* |FRIC 16 — ‘Hedges of a net investment in
foreign operation’

e & & 5 » & &

The adoption of these amendments had no impact
on the Company’s results or financial position

Standards, amendments and interpretations
effective in the current year, but not relevant to
the Company

Amendment to IAS 32 ‘Financial instruments
Presentation on classification or rights issues

Amendments to IFRS 2 ‘Share-based payments’
on group cash-settled transactions

IFRIC 19 ‘Extinguishing financial habibties with
equity instruments’

Standards and interpretations which are not
yet effective and have not been early adopted
by the Company

IFRS7 Financial instruments Disclosures on
derecognising

Amendment to IAS 12 Income taxes
Amendment to IAS 19 Employee Benefits
IFRS 13 Farr value measurement

IAS 24 (revised) ‘Related-party disclosures’
Annual improvements 2010

IFRS 9 ‘Financial instruments’, on ‘Classification
and measurement’

The impact of the above standards and
interpretations are not expected to have a
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significant impact on the company's results or
financial position
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Principal risks and uncertainties facing the
Company

In the course of normal business, the Company
continually assesses significant nsks faced and
takes action to mitigate the potential iImpacts

The following risks, while not intended to be a
comprehensive analysis, constitute (in the opinion
of the board) the principal risks and uncertainties
currently facing the Company

Regulatory risks

Regulation of the sale of alcohol

As a result of the high level of regulation in the
industry in which the Company operates, any
changes to regulation may have an impact on the
business In particular, owing to the regulatory
authonty’s intention to increase alcohol duties over
the foreseeable future, there 1s a nsk that the
Company's sales and margins may face increasing
pressure These are, however, nsks faced by the
entwe industry in which the Company operates

Health and safety

It 1Is iImportant to provide a safe environment in
which the Company's employees work, as well as
safe facilities for patrons to enjoy Therefore, the
Company has polcies to ensure that all
reasonable standards of health and safety are met
These include a process by which risks are
identified in a timely manner and remedied
accordingly, including a comprehensive training
programme to assist employees in this regard

Economic and market conditions

Economic outlook

Since the Company operates in the retall sector,
any continued penod of weak econormic growth
may affect the Company's performance It s for
this reason that the Company continually assesses
its customer offering, to ensure that 1t delivers
quality products at good value, In a welcoming
environment In achieving this, the Company will
ensure that it remains competitively placed in the
market in which it operates

Property values have been affected by the
economic downturn, this, consequently, can have
an impact on the value of the Company's assets
However, given that the Company has not
revalued freehold sites since 1999, we do not
believe that there 1s a maternial difference between
the current market values and the book values
held on the balance sheet The Company’'s
primary focus 1s to

trade from its estate successfully and to maximise
the profitability of its pubs The continuing weak
property market provides the Company with further
opportunities to add to its estate portfolio This
year, the Company has opened 50 pubs, with a
lower development cost per square foot than the
Company's historic average
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Cost increases

Inflationary pressures on the Company’s Inputs
pose ansk to margins The Company seeks to
minimise the potential effects of this nsk by
continuing to foster mutually beneficial and long-
term relationships with its supplhers, while working
hard across the business to continue to drive down
costs in all areas and achieve productivity gains,
s0 as to minimise the eftect of any price increases

Operational risks

Reputational risk

The Company I1s aware that, in operatingn a
consumer-facing business, its business reputation,
built over many years, can be damaged in a
significantly shorter timeframe As such, there s
an ever-present focus on improving controls to
ensure that the Company operates its business
model through focus on delivering consistently
high-quality service and preducts, within a well-
maintained environment

Supply chain risks

Food and drnink sales account for a significant
proportion of sales, therefore, it 1s fundamental to
our operations that we should be able to supply
our pubs with the required goods and services to
operate As a Company, we work closely with our
third-party suppliers, producers and supply-chain
partners to ensure that our relationships with them
are positive, at all tmes

Head office and distribution centre

Any disasters at the Company’s head office (In
Watford) or its distribution centre {in Daventry}
could senously disrupt its day-to-day operations
Various measures have been undertaken by the
Company, including a comprehensive disaster-
recovery plan, seeking to minimise the potential
impact of any such tncidents

Information technology

The Company's daily operations are increasingly
reliant on its information technology systems Any
prolonged or significant fallure of these systems
could pose arisk to trading The Company seeks
to minmise this nsk by ensuring that there are
policies and procedures to ensure protection of
hardware, software and information, by various
means, Including a disaster-recovery plan, a
system of backups and external hardware and
software

Capital nsk management

When managing capital, the Company's objectives
are to safeguard its ability to continue as a going
concern, in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital

In order to maintan or adjust debt and equity
levels (together referred to as capital}, the
Company may adjust the amount of dvidends paid
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to shareholders, return capital to shareholders,
1ssue new shares, adjust the investment in new
properties and sell assets to reduce debt

The Company considers its capital to be its allotted
share capital and its reserves {which are disclosed
on the statement of changes in shareholders’
equity on page 13) and monitors its capital on the
basis of free cash flow per share (which 1s
disclosed in the cash flow statement on page 11)
In generating free cash flow, the Company uses
the cash to provide returns for shareholders by
investing 1n new acquisitions, to buy back shares,
to pay dividends or to reduce the Company’s debt,
while ensunng that the Company has enough
funds to meet its working capital requirements and
to comply with its banking covenants All
covenants were complied with dunng the year
under review

Financial nsks

The Company’s activities expose it to a variety of
financial nsks market nisk (including foreign
exchange risk and interest-rate nsk), credit risk
and iquidity nsk The Company’s overall risk-
management programme focuses on the
unpredictability of financial markets and seeks to
minimise potentially adverse effects on the
Company's financial performance The Company
uses derivative financial instruments to hedge
certain risk exposure

a) Market risk

1) Foreign exchange risk

The Company operates only 1n the UK, so
substantially all transactions are denominated in
sterling, therefore, the Company does not suffer
from significant foreign exchange risk

n) Interest-rate risk

The Company’s polcy 1s to manage its cost of
borrowings by using predominantly fixed rates, in
order that the Company not be exposed to cash
flow interest-rate risks

The Company manages its cash flow interest-rate
risk by using floating-to-fixed interest-rate swaps
Such interest-rate swaps have the economic effect
of converting borrowings from floating rates to
fixed rates The Company raises long-term
borrowings at floating rates and swaps them into
fixed rates which are lower than those available if
the Company had borrowed at the fixed rates
directly Under the interest-rate swaps, the
Company agrees with other parties to exchange,
at specified intervals, the difference between fixed
contract rates and floating-rate interest amounts,
calculated by reference to the agreed notional
amounts

During the year ended 24 July 2011, If the interest
rates on UK-denominatec borrowings had been

40 J D WETHERSPOON PLC

1% higher, with all other vaniables constant, pre-
tax profit for the year would have been reduced by
£490,000 and equity increased by £15,039,000
The movement in equity arises from change in the
‘mark to market' valuation of the interest-rate
swaps into which the Company has entered,
calculated by a 1% shift of the market yield curve
The Company considers that a 1% movement In
interest rates represents a reasonable sensitivity to
potential changes However, this analysis 1s for
Hlustrative purposes only

b) Credit risk

Credit nsk anses from cash and cash equivalents,
denvative financial instruments and deposits with
banks and financial institutions, as well as credit
exposure to receivables, principally on income
received from sublets and sundry income The
Campany does not have significant concentration
of credit nisk, as signfficantly the majonty of
revenue Is cash-based

At the balance sheet date, the Company was
exposed to a maximum credit nsk of £4 4 million,
of which £198,000 was overdue The Company
holds no collateral for these recevables, and no
impairment to receivables was deemed necessary
at the balance sheet date

Where there are risks, the Company's policies are
aimed at mimmising losses Cash deposits with
financial institutions and derivative transactions are
permitted with investment-grade financial
institutions only On income received from sublets,
the Company seeks to offer leases to tenants who
can demonstrate an appropriate payment history
and suitable credit-worthiness Sundry income 1s
predominantly derived from the Company's current
suppliers, so, any potential credit nsks are
mitigated by offsetting against the hability with the
supplier

¢) Liquidity risk

Prudent iguidity nsk management imphies
maintaining sufficient cash and marketable
securities, the availability of funding through an
adequate amount of committed credit faciities and
the abilty to close out market positions Owing to
the dynamic nature of the underlying businesses,
the Company aims to maintain flexibility in funding
by keeping committed credit ines available

Management monitors rolling forecasts on the
Company’s liquidity reserve, on the basis of
expected cash flow, through an assessment of
short-, medium- and long-term forecasts In
monitoring the cash flow, a key management
prionty 1s to ensure that there are enough funds to
meet creditors, while monitoring that the Company
Is within s banking covenants
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF J D WETHERSPOON PLC

We have audited the financial statements of J D Wetherspoon plc for the 52 week period ended 24 July 2011
which comprise the Income Statement, the Cash Flow Statement, the Balance Sheet, the Statement of
Changes in Shareholders’ Equity and the related notes The financial reporting framework that has been
applied in therr preparation 15 applcable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibihities Statement set out on page 49, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent in
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from maternal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropnate to
the company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In addition, we read all the financial and non-financial information n the Annual Report
and Accounts 2011 to identify matenal inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In cur opinion the financial statements

+ give a true and fair view of the state of the company's affairs as at 24 July 2011 and of its profit and
cash flows for the 52 week pericd then ended,

s have been properly prepared in accordance with IFRSs as adopted by the European Union, and
* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion

+ the part of the Directors’ Remuneration Report to be audited has been properly prepared in
accordance with the Companies Act 2006,

e the information given in the Directors’ Report for the financial year for which the financial statements
are prepared is consistent with the financial statements, and

¢ the information given in the Corporate Governance Statement set out on pages 60 to 65 with respect
to internal control and nsk management systems and about share capital structures i1s consistent with
the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you if, In our opinion

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

« the financial statements and the part of the Directors’ Remuneration Report to be audited are not in
agreement with the accounting records and returns, or
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« certan disclosures of directors’ remuneration specified by law are not made, or
* we have not receved all the information and explanations we require for our audit, or
e a corporate governance statement has not been prepared by the company
Under the Listing Rules we are required to review
+ the directors’ statement, set out on page 50, in relation to going concern,

« the paris of the Corporate Governance Statement retating to the company's compliance with the nine
provisions of the UK Corporate Governance Code specified for our review, and

+ certain elements of the report to shareholders by the Board on directors’ remuneration

Mo bty -

Andrew Paynter (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

9 September 2011
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Corporate Social Responsibility Report

The Company aims to be an important part of the
local commumnties in which 1t trades, managing tts
responsibiities from both corporate and social
perspectives The Company's corporate social
responsibility plan dentifies four areas people,
responsible retailling, community and chanty, and
the environment

PEOPLE

The Company aims to be a highly regarded
employer, through its tnvestment in training and
development, policies on equality, a competitive
remuneration package and the encouragement of
employees to participate actively in business
strategy

The Company created over 2,800 new jobs in
2010/11 and 1s working with government agencies
to offer jobs to the long-term unemployed We
placed 121 candidates into permanent

employment, helping to save substantial amounts
In benefits

In relation to training, the Company held over
1,000 separate training courses in 2010/11,
attended by over 11,000 delegates, and promoted
over 2,200 staff to shift leader or management
positions

In addition, the professional diploma in leisure
retall management, run in conjunction with Leeds
Metropolitan University, is offered to all pub
managers and area managers We believe this
diploma to have been the first in-house
pregramme In the licensed trade which allows
employees to gain a professional qualfication
while working The programme was extended to
include a ‘degree top-up’, also in conjunction with
the university

The quality and volume of the Company’s training
courses help to create motivation and to provide
employees with the necessary skills to carry out
their jobs to a consistently hugh standard All
employees are now able to participate in e-learning,
through a dedicated employee web site

The Company has increased the range of nationally
recognised qualffications avallable to employees

As well as the apprenticeship programme,
employees can also gain access to three new
qualffications a level 2 NVQ diploma in beverage
services, a level 2 NVQ diploma in kitchen services
and a level 2 apprenticeship in customer service,
developed spectfically for 16- to 17-year-olds

The Company 1s committed to equal opportunities
and the elimmnation of discrmmation, harassment
and victimisation of employees Of our workforce,
51% i1s female and 49% male
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The Company has also been recognised as an ‘Age
Positive’ employer, by the Department for Work and
Pensions It has also been recognised by the
Corporate Research Foundation, in association with
The Guardian newspaper,-as one of ‘Bntain’s Top
Employers’, for eight consecutive years, including
2011

The Company regularly benchmarks its
remuneration packages In addition to competitive
pay rates, the Company has created a bonus
scheme for all employees In this connection, the
Company awarded bonuses and shares (SIPs) for
employees of £22 6m n the year, an increase of
0 5% (2010 £22 5m) Of the payments, 98% were
made to employees below board level, with
approximately 87% of payments made to
employees working in our pubs In addition to this,
all employees are able to join the Company health
plan, pension plan and also obtain tax-efficient
childcare vouchers

RESPONSIBLE RETAILING

Responsible drinks retailing

The Company supports practices which promote
sensible dnnking and has established a ‘code of
conduct for responsible retailing’, outtning its
approach In this area

We also seek to develop partnerships with local
authonties and the police All pubs are requested to
become a member of the local pubwatch (a scheme !
to promote a safe and responsible drinking
environment) In a number of locations, a Company
pub manager chairs the scheme and where there I1s
no pubwatch, we try to work with the local police
and council to establish one A Company
representative sits on the National Pubwatch
committee — and the business financially supports
the Dninkaware Trust and the British Institute of
Innkeeping

The Company was the inaugural winner of the
‘Responsible Drinks Retailing Award’, jointly
sponsored by the Home Office In 2009, the
Company won the award for the second time

We encourage our pubs to enter the ‘Best Bar
None' schemes (run by local authorities and the
police, to encourage good behaviour in town
centre), promoting a safe and secure environment

Food information and quality

The Company aims to improve the quality of its food
offer continually and to provide customers with the
required information about our product range, to
allow them to make informed decisions about their
food consumption This includes nutritional
information for all dishes, via our web site and a
printed leaflet, availlable in pubs
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