


27. SHARE BASED PAYMENTS continued

Movements in options and awards under share based payment schemes
Reconciliations of movements for the LTIP, SBP, SIP and SAYE schemes over the 52 weeks to 20 August 2016 are shown below:

Long Term Incentive Plan

20 August 22 August

2016 2015

No. No.

Qutstanding at beginning of period 1,218,021 296,420

Granted during the period

888,444 1,018,870

Expired during the period (104,324) (97,269)
Outstanding at end of period 2,002,141 1,218,021
Share Bonus Plan
20 August 22 August
2016 2015
No. No.
QOutstanding at beginning of period 6,780 37,967
Granted during the period 3,645 -
Released during the period (6,780) (31,187)
Outstanding at end of period 3,645 6,780
Share Incentive Plan
20 August 22 August
2016 2015
No. No.
Qutstanding at beginning of period 191,891 149,965
Granted during the period 49,199 58,099
Forfeited during the period (9,718)  (6,295)
Released during the period (9,662) (9,878)
Outstanding at end of period 221,710 191,891
SAYE scheme
20 August 20 August 22 August 22 August
2016 2016 2015 2015
No. WAEP! No. WAEP'!
Outstanding at beginning of period - - - -
Granted during the period 885,268 87 - -
Forfeited during the period (8,188) 87 - -
Outstanding at end of period 877,080 87 — -

1 Weighted average exercise price (pence).

The total charge for the period relating to employee share based plans was £0.5m (52 weeks ended 22 August 2015: £0.3m)

all of which related to equity settled share based payment transactions.

Due to the nature of the LTIP, SBP and SIP schemes, it is not necessary to calculate the weighted average exercise price.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the 52 weeks ended 20 August 2016

28. NET DEBT

(a) Analysis of net debt

20 August 22 August
2016 2015
fm fm
Secured loan notes (1,416.6) (1,545.9)
Cash and cash equivalents 234.2 140.1
Nominal value of net debt (1,182.4) (1,405.8)
Capitalised debt issue costs 1.2 1.4
Fair value adjustments on acquisition of secured loan notes (10.5) (12.8)
Fair value of interest rate swaps (169.7) (132.3)
Finance lease obligations (2.0) (2.1)
Net debt (1,363.4) (1,551.6)
Balance Sheet:
Borrowings (1,427.9) (1,559.4)
Derivative financial instruments (169.7) (132.3)
Cash and cash equivalents 234.2 140.1
Net debt (1,363.4) (1,551.6)
(b) Analysis of changes in net debt
At At At
23 August Non-cash 22 August Cash Non-cash 20 August
2014 Cash flow  movements 2015 flow  movements 2016
fm fm fm fm fm fm £m
Current assets
Cash at bank and in hand 315.6 (175.5) - 140.1 941 - 234.2
Restricted cash 315.0 (315.0) - - - - -
630.6 (490.5) - 140.1 941 - 234.2
Debt
Borrowings (2,269.8) 339.8 3706 (1,559.4) 1429 (11.4) (1,427.9)
Cash-backed borrowings (315.0) 315.0 - - - - -
Derivative financial instruments (278.5) 8.0 138.2 (132.3) - (37.4) (169.7)
(2,863.3) 662.8 5088 (1,691.7) 1429 (48.8) (1,597.6)
Net debt per Balance Sheet (2,232.7) 172.3 508.8  (1,551.6) 237.0 (48.8) (1,363.4)

Net debt incorporates the Group'’s borrowings, cash-backed borrowings, derivative financial instruments and obligations under
finance leases, less cash and cash equivalents and restricted cash.

Non-cash movements relate to amortisation of deferred issue costs and premium on loan notes (including amounts written off on
capital restructuring (note 7)), accrued B4 PIK interest and fair value movement in derivative financial instruments and profit on the

purchase of securitised debt.
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28. NET DEBT continued

(c) Reconciliation of net cash flow to movement in net debt

20 August 22 August

2016 2015

£m £m

Increase / (decrease) in cash and cash equivalents in the period 924.1 (175.5)

Cash outflow from change in cash deposits - (315.0)
Cash outflow from change in debt financing 142.7 662.5
Change in net debt resulting from cash flows 236.8 172.0
Non-cash movements in net debt (48.8) 508.8
Change in net debt resulting from non-cash flows (48.8) 508.8
Obligations under finance leases 0.2 0.3
Movement in net debt 188.2 681.1

Net debt at beginning of period (1,551.6) (2,232.7)

Net debt at end of period (1,363.4) (1,551.6)

29. PENSIONS AND OTHER POST-RETIREMENT BENEFITS

During the current and prior period, the Group operated one funded defined benefit pension scheme; the Pubmaster Pension
Scheme. The pension plan has not invested in any of the Group’s own financial instruments, nor in properties or other assets used

by the Group.

The tables below illustrate the impact of the defined benefit scheme on the Income Statement and the Balance Sheet.

Number of members in the defined benefit pension scheme at 20 August 2016:

Active  Preserved  Pensioner
Number of members 236 343
The amounts recognised in the Income Statement are as follows:
Analysis of amounts charged to operating costs:
52 weeks to 52 weeks to
20 August 22 August
2016 2015
£m £m
Current service cost (0.1) (0.1)
Analysis of amounts included within finance income and finance costs:
52 weeks to 52 weeks to
20 August 22 August
2016 2015
£m £m
Net interest cost (0.2) (0.2)
Remeasurement gains and losses shown in the Statement of Other Comprehensive Income in the period:
52 weeks to 52 weeks to
20 August 22 August
2016 2015
£m £m
Actuarial return on assets excluding interest income 3.9 0.9
Experience loss on scheme obligations - -
Changes in assumptions underlying the present value of scheme obligations:
— Financial (13.0) (3.9)
— Demographic 2.7 -
Remeasurement losses recognised in the Statement of Other Comprehensive Income (6.4) (3.0)
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NOTES TO THE FINANCIAL STATEMENTS continued

for the 52 weeks ended 20 August 2016

29. PENSIONS AND OTHER POST-RETIREMENT BENEFITS continued

The amounts recognised in the Balance Sheet are as follows:

20 August 22 August

2016 2015

£m fm

Present value of scheme liabilities (78.1) (68.5)
Fair value of scheme assets 66.4 62.4
Net retirement benefit liability recognised in the Balance Sheet (11.7) (6.1)

Movements in the present value of scheme liabilities are as follows:

52 weeks to 52 weeks to
20 August 22 August

2016 2015

£m £fm

Present value of scheme liabilities at beginning of year 68.5 64.5
Current service cost 0.1 0.1
Interest cost 2.3 2.5
Actuarial loss 10.3 39

Benefits paid (3.1) (2.5)
Present value of scheme liabilities at end of year 78.1 68.5

Movements in the fair value of scheme assets are as follows:

52 weeks to 52 weeks to
20 August 22 August

2016 2015

£m £m

Fair value of scheme assets at beginning of year 62.4 60.2
Interest on scheme assets 21 2.3
Remeasurement gains 3.9 0.9
Contributions paid by employer 11 15
Benefits paid (3.1) (2.5)
Fair value of scheme assets at end of year 66.4 62.4

Scheme assets are stated at their market values at the balance sheet date and the expected return on scheme assets is derived
as a weighted average of the expected return on each asset class, recognising the proportions of the assets invested in each.
The expected return on each asset class is determined after taking external expert advice and by reference to relevant equity

and bond indices.

The major categories of plan assets as a percentage of total plan assets are as follows:

20 August 22 August
2016 2015

Equities

Bonds

Diversified growth funds
Other

15.7% 23.7%
30.7% 30.8%
49.2% 43.3%

4.4% 2.2%
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29. PENSIONS AND OTHER POST-RETIREMENT BENEFITS continued

The history of experience adjustments on the schemes for the current and previous financial years is as follows:

20 August 22 August 23 August 17 August 18 August

2016 2015 2014 2013 2012

fm £m £m £m £m

Present value of retirement benefit liabilities (78.1) (68.5) (64.5) (61.6) (55.6)
Fair value of plan assets 66.4 62.4 60.2 56.8 529
Net liability in the scheme (11.7) (6.1) (4.3) (4.8) 2.7)
Experience adjustments on scheme liabilities (10.3) (3.9) (2.9) (5.6) (0.5)
Percentage of scheme liabilities 13.2% 5.7% 4.5% 9.1% 0.9%
Experience adjustments on scheme assets 3.9 0.9 1.6 1.6 29
Percentage of scheme assets 5.9% 1.4% 2.7% 2.8% 5.5%

The expected contributions to defined benefit schemes for the next financial year, beginning 21 August 2016, are £1.0m.

Scheme funding

The Pubmaster Pension Scheme is a defined benefit scheme operated in the UK. The values of the scheme’s liabilities have been
determined by a qualified actuary based on the results of an actuarial valuation as at 6 April 2013, updated to 20 August 2016,
the balance sheet date.

The Scheme is subject to the Statutory Funding Objective under the Pensions Act 2004. A valuation of the Scheme is carried out at
least once every three years to determine whether the Statutory Funding Objective is met. As part of the process the Group must
agree with the Trustees of the Scheme the contributions to be paid to address any shortfall against the Statutory Funding Objective
and contributions to pay for the future accrual of benefits. The Statutory Funding Objective does not currently impact on the
recognition of the Scheme in these accounts.

The Scheme is managed by a board of Trustees appointed in part by the Group (which includes a professional independent trustee)
and part from elections by members of the Scheme. The Trustees have responsibility for obtaining valuations of the fund,
administering benefit payments and investing the Scheme’s assets. The Trustees delegate some of these functions to their
professional advisers where appropriate.

The Scheme exposes the Group to a number of risks:

¢ Investment risk: The Scheme holds investments in asset classes, such as equities, which have volatile market values. While

these assets are expected to provide real returns over the long-term, the short-term volatility can cause additional funding to be

required if a deficit emerges.

Interest rate risk: The Scheme's liabilities are assessed using market yields on high quality corporate bonds to discount the

liabilities. As the Scheme holds assets such as equities, the value of the assets and liabilities may not move in the same way.

Inflation risk: A significant proportion of the benefits under the Scheme are linked to inflation. Although the Scheme’s assets

are expected to provide a good hedge against inflation over the long-term, movements over the short-term could lead to deficits

emerging.

Mortality risk: In the event that members live longer than assumed a deficit will emerge in the Scheme.

Member options: Certain benefit options may be exercised by members without requiring the consent of the Trustees or the

Company, for example exchanging pension for cash at retirement. In this example, if fewer members than expected exchange

pension for cash at retirement then a funding strain will emerge.

e Insurer covenant risk: The Trustees hold annuity policies for a group of pensioners in the Scheme. If the insurance company
goes insolvent then these pensions will have to be provided directly by the Scheme and a deficit will emerge.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the 52 weeks ended 20 August 2016

29. PENSIONS AND OTHER POST-RETIREMENT BENEFITS continued

The mortality assumptions at the year end are based on standard mortality tables that allow for future mortality improvements.
The assumptions are that the life expectancy of a member who retires at the age of 65 is as follows:
20 August 22 August

2016 2015
Male currently aged 50 23.7 years 23.4 years
Male currently aged 65 22.1years 21.7 years
Female currently aged 50 25.9 years 25.9 years
Female currently aged 65 241 years 24.1 years

The assumptions used in determining the valuations are as follows:
20 August 22 August

2016 2015
Rate of increase of salaries 3.70% 4.50%
Rate of increase in pensions 2.40% 2.70%
Discount rate 2.05% 3.45%
Inflation assumption (RPI) 3.00% 3.25%
Inflation assumption (CPI) 2.00% 2.25%

The results are very sensitive to the assumptions used. The table below shows the approximate effect on the Scheme's liabilities
of changing some of the key financial assumptions, whilst all other assumptions remain the same. The impact of adjustments to
assumptions are as follows:

Approximate effect on
liabilities and deficit

£m

Reduce discount rate by 0.1% per annum 1.3

Increase inflation by 0.1% per annum (and all associated assumptions) 1.0
The assets in the scheme are:

Value at Value at

20 August 22 August

2016 2015

£m fm

Equities 10.4 14.8

Bonds 20.4 19.2

Diversified growth funds 32.7 27.0

Insured pensions 1.0 1.0

Direct lending 1.6 -

Cash 0.3 04

Total market value of assets 66.4 62.4

Present value of scheme liabilities (78.1) (68.5)

Net pension liability before deferred tax (11.7) (6.1)

Deferred tax asset 2.3 1.2

Net pension liability (9.4) (4.9)

The pension costs for the defined contribution schemes are as follows:

52 weeks to 52 weeks to
20 August 22 August

2016 2015
£m fm
Defined contribution schemes 1.1 1.1

Pension risk

The Group operates one defined benefit pension scheme which is closed to new members. The scheme is subject to risk regarding
the relative amount of the scheme’s assets, which are affected by the value of investments and the returns generated by such
investments, compared to the scheme’s liabilities, which are affected by changes in the life expectancy, actual and expected price
inflation, changes in bond yields and future salary increases. The difference in value between scheme assets and scheme liabilities
may vary significantly in the short term, potentially resulting in an increased deficit being recognised on the Group’s Balance Sheet.

In the current period, the Group has made payments to the scheme totalling £1.1m. The Group has agreed to deficit reduction
payments of £1.0m per annum to April 2018.
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30. OPERATING LEASE COMMITMENTS — MINIMUM LEASE PAYMENTS

Group
20 August 22 August

2016 2015
£fm £m

Future minimum rentals payable under non-cancellable operating leases:
Within one year 8.5 8.9
Between one and five years 30.1 31.7
After five years 119.6 130.4

158.2 171.0

The future minimum rentals payable under non-cancellable operating leases when discounted to present value are £74.5m
(August 2015: £79.9m).

The Group leases various licensed properties, offices and other commercial properties under non-cancellable operating lease
agreements. The leases have various terms, escalation clauses and renewal rights. The Group also leases vehicles under
non-cancellable operating lease agreements.

The total future minimum sublease payments expected to be received are £53.2m (August 2015: £68.7m).

The Group is a lessor of licensed properties to retailers. The leases have various terms, escalation clauses and renewal rights. The
total non-cancellable future minimum lease payments expected to be received are:

Land and buildings
20 August 22 August

2016 2015

£m £m

Within one year 85.8 96.3
Between one and five years 249.0 277.7
After five years 184.7 232.4
519.5 606.4

The Company has no operating lease commitments at 20 August 2016 (August 2015: £nil).

31. CAPITAL AND OTHER FINANCIAL COMMITMENTS

Group

Capital commitments for property, plant and equipment
20 August 22 August

2016 2015
£m £m
Contracted but not provided 18.3 13.3

The Company has no capital commitments at 20 August 2016 (August 2015: £nil).
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NOTES TO THE FINANCIAL STATEMENTS continued

for the 52 weeks ended 20 August 2016

32. RELATED PARTY TRANSACTIONS

Group

Transactions with key management personnel
The key management personnel of the Group in the current period comprise members of the Punch Taverns plc Board of Directors.

The key management personnel compensation is as follows:

52 weeks to 52 weeks to
20 August 22 August

2016 2015

£m £m

Short-term employee benefits 1.5 1.0
Post-employment employee benefits 0.1 0.1
Share based payments - -
1.6 1.1

There are no other long-term benefits or termination benefits payable to key management personnel in the current or prior period.

Transactions with joint ventures

At 22 August 2015, Punch Taverns (Finco) Limited, a wholly owned subsidiary of the Company, held 50% of the entire issued share
capital of Matthew Clark (Holdings) Limited, the holding company of the Matthew Clark group of companies, a wholesale and
agency drinks distributor operating in the UK. The Group's investment in this joint venture at 22 August 2015 was £52.3m. The
Group had transactions of £0.8m with Matthew Clark during the six weeks to 7 October 2015 (52 weeks to 22 August 2015: £9.4m).

On 7 October 2015 the Group completed the disposal of its 50% shareholding in Matthew Clark (its joint venture investment
with Accolade Wines) for £99m in cash (after £2m of transaction costs) and at a £46m premium to book value. The sale of the
investment in Matthew Clark, which was a non-core asset, enhanced the Group’s financial flexibility to pursue its strategic
objectives.

On completion, the Group entered into a 10 year non-exclusive drinks supply contract with Matthew Clark Wholesale Limited.
Under this supply agreement, Matthew Clark Wholesale Limited will supply selected wines and spirits drinks products for sale to
the Group at agreed pricing levels.

Year end balances arising from transactions with joint ventures
20 August 22 August

2016 2015
£m £m
Amounts owed to joint ventures = (1.2)

Reconciliation of movement in carrying value of investment in joint ventures
20 August 22 August

2016 2015

£m £m

Carrying value at the beginning of the period 52.3 50.5
Share of profit from joint venture 0.4 7.8
Dividends received from joint venture - (6.0)
Proceeds from disposal of joint venture (98.8) -
Profit on sale of joint venture 46.1 -
Carrying value at the end of the period - 52.3
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32. RELATED PARTY TRANSACTIONS continued

Company

Transactions with key management personnel

The key management personnel of the Company comprise members of the Punch Taverns plc Board of Directors. The
Non-Executive Directors were remunerated by the Company. The Company did not have any transactions, with the exception of
transactions related to remuneration, with the Directors during the financial period (August 2015: £nil). Details of these
transactions are provided in the Directors’ remuneration report.

Transactions with subsidiary undertakings

The Company enters into loans with its subsidiary undertakings at both fixed and floating rates of interest on a commercial basis.
At the start of the period, the Company consolidated its intragroup balances with its immediate subsidiary undertaking, Punch
Taverns (PGE) Limited into two loans, being a £600.1m loan payable by Punch Taverns (PGE) Limited which accrues interest at a
fixed rate of 15% and is capitalised annually in arrears, and a non-interest bearing loan of £545.8m payable to Punch Taverns (PGE)
Limited. This has resulted in a decrease in loan notes and advances owed by subsidiary undertakings of £1,063.2m and a decrease
in other loans and advances owed to subsidiary undertakings of £1,063.2m. The Company has received interest income of £89.5m
(August 2015: £217.9m) on these loans and advances.

52 weeks to 52 weeks to
20 August 22 August

2016 2015
£m fm

Loans and advances
(Decrease) / increase in loan notes and advances owed by subsidiary undertakings (972.1) 2179
Decrease / (increase) in other loans and advances owed to subsidiary undertakings 1,063.2 (3.0)

Year end balances arising from transactions with subsidiary undertakings

20 August 22 August
2016 2015

£m fm
Receivables 691.6 1,663.7
Payables (545.9) (1,609.1)

The amounts owed by subsidiary undertakings include £689.6m (August 2015: £1,663.3m) of loan notes which are interest
bearing. In addition, the Company has £2.0m (August 2015: £0.4m) of other balances owed by subsidiary undertakings that are
non-interest bearing. The loan notes accrue interest at a fixed rate of 15%), which is capitalised annually in arrears. In addition,
the Company has £545.8m (August 2015: £545.8m) of loans and £0.1m (August 2015: £1,063.3m) of other balances owed to
subsidiary undertakings that are non-interest bearing.

33. POST BALANCE SHEET EVENTS

On 1 November 2016 Punch Taverns plc completed a partial redemption of the Class B4 Notes issued under the Punch Taverns
Finance plc securitisation using £65m of cash held by the Punch Group.
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