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Welcome to Marston’s. We offer something
for everyone; a welcoming environment,
great food, beer and real value for money.
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FINANCIAL HIGHLIGHTS 2013

Revenue

Underlying* 3 ” Underlying*
operating profit profit before tax

Underlying* : 197" Dividend per share
earnings per share 4

3 ms. The Directors consider that these figures prowde _a Useful indication of the
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AT A GLANCE

Marston’s operates over 2,000 pubs across the UK, many
at the heart of thriving local communities. We run five
breweries each producing distinctive local ales of genuine
provenance. We employ around 13,000 people nationwide.
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BREWING

“PREMIUM BEERS
AND LOCAL ALES”

Our five breweries, situated in the North of
England, the Midlands and the South of
England, underpin our strategy and enable us
to brew high quality, distinctive beers with
true authenticity and provenance.

BRANDS

We have a permanent range of 18 cask beers
and brew a further 50 or so every year on a
seasonal basis. Pedigree and Hobgoblin
remain our national drive brands and feature

in the top 20 bottled beer brands.

BE Vi CASK AND BOTTLED ALE

e arket leaders in premium cask ale

e ket share of 18% and, in bottled ale,
glkEt share has increased to 24%. The
investment in our new bottling line at
on Trent, which opened in October
support our objective to increase our
kesshare to 30% by 2017.

burselves on customer service and
viding a full in-house distribution and
Quality Technician service. This allows us
he quality of service as well as
our localness credentials. Our aim is
the perfect pint every time.
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CHAIRMAN’S STATEMENT

In this my first statement as Chairman, I report on a year of solid
progress for Marston’s, with a strong operating performance in the
second half year contributing to a 6.6% increase in underlying
operating profit to £168.3 million (2012: £157.9 million). Profit before
taxation and exceptional items also increased, by 1% to £88.4 million
(2012: £87.8 million), despite significantly higher interest costs due
principally to contractual rate increases in the securitisation.
Underlying earnings of 12.3 pence per share were unchanged.

I chair the Board at an exciting stage of Marston’s development. I am
fortunate to have joined a well-managed, long-established business
with good knowledge of its markets. We have a clear, consistent
strategy and it is producing promising results. I aim to continue to
develop our current plans with a focus on ensuring that resources and
capital are employed in the most favourable markets and consistent
with consumer trends.

Since joining Marston’s, I have been very impressed by the
enthusiasm, dedication and professionalism of our people, from
head office staff to those working in our pubs and in brewing. Their
commitment is reflected in very good employee feedback survey
results, and will be vital to our further development in a fast
changing market.

In reviewing our operating results, I am especially encouraged by the
good performance of our food-led Destination and Premium pubs,
which are the focus of our investment plans and which underpin our
growth, and by our outperformance in Brewing. We have well-
developed expertise in site selection and property development
contributing to high returns from our new-build pub-restaurants, and a
good understanding of our customers and markets. Our plans are well
thought through and, with a visible new site pipeline, achievable. I am
pleased to report that we are now able to increase our growth targets
to 25-30 new pub-restaurants per year, with around 60 targeted over
the next two years — creating around 1,200 new jobs each year,
mainly for young people and often in areas where employment
opportunities are limited.

The community pub market however continues to face substantial
challenges. Marston’s has been on the front foot in addressing these
through the introduction of the franchise model and intensive
management of smaller wet-led managed pubs, but the tenanted
model remains difficult despite increased support. We therefore aim
to accelerate our disposal plans; having realised nearly £50 million in
2013 we have increased that target to at least £60 million in 2014.

These plans reflect changes in the way people use pubs and their
higher expectations of them. Looking forward, we will continue to
work hard to differentiate, to innovate, and to adapt new
technology such as social media to ensure that our pubs remain
relevant to today’s and tomorrow’s customers. Our goal to be “the
best place around here” for celebrations, day to day treats and
socialising, recognises that there are many competitors for the
leisure pound, from restaurants to coffee shops — but none better
than a well-run pub.

In reviewing the balance sheet we have made some progress in 2013
towards our objectives to reduce leverage and improve returns, and
these will remain key priorities. Our property estate is substantially
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freehold, with around £2 billion of assets at the year end. Cash
generation has been strong, with free cash flow before investment
capital of £86 million. We have secure long-term financing, with net
debt excluding lease financing of £1,082 million (2012: £1,121 million),
and an additional £109 million of funding raised through our innovative
long-term lease financing in 2013. I am pleased to report that we
continue to make progress in improving our returns with Cash Return
On Cash Capital Employed of 10.8%, representing a 1.2% improvement
since 2010.

The outlook for Marston’s is good, and the Board is pleased to
recommend a final dividend of 4.1 pence per share, providing a total
dividend for the year of 6.4 pence per share, up 5% on 2012 and
covered 1.9 times (2012: 2.0 times). Our dividend policy is unchanged:
we aim for dividend cover of around two times over the

medium term.

I look forward to meeting shareholders and welcome your feedback on
Marston’s and its strategy. In particular, I hope to see many of you at
this year’s AGM when there will be an opportunity for us to discuss
our progress and plans.

This is my opportunity to thank my predecessor, David Thompson,
for his unfailing effort and strong leadership of the Board during his
long and happy association with the Company. David was a tireless
ambassador for the business and an eloquent and enthusiastic
advocate of brewing and pubs. An independent Board review
prepared for my arrival reflects a strong, well-rounded Board which
is testament to his chairmanship since 2001.

Robin Hodgson retires from the Board at the close of this year’s AGM
having served as a Non-executive Director since April 2002. I thank
Robin, who has also been a very effective Senior Independent
Director and Chairman of the Remuneration Committee, for his wise
counsel and contribution to the work of the Board over the last 11
years and wish him the best for the future. Neil Goulden succeeds
Robin as Senior Independent Director and Chairman of the
Remuneration Committee and Nick Backhouse succeeds Neil as
Chairman of the Audit Committee.

In conclusion, I was privileged to be invited to serve as your
Chairman. As you will read in this Annual Report and Accounts,
Marston’s is in decent shape and continues to make good progress in
delivering value to its shareholders and other stakeholders, despite the
burden of both tax and regulation that we confront everyday.
Similarly, I am well aware that disposable income for many of our
customers remains limited and we will continue to strive at all times
to provide fair value. We expect the pace of economic recovery to be
modest across much of the country. Despite this I am confident that
we have the right plans in place, and the resources necessary to
achieve our objectives.

TESIA
—

Chairman
28 November 2013



OUR BUSINESS MODEL ~

9

Our busipess model is simple: we own pubs that we manage

ourselves or, in the case of smaller pubs, that are run by tenants,
lessees and franchisees; and we brew beer. It is a model that we have
operated since 1834 when the first of our businesses was founded.

yoday 2139ens

e Destination and Premium pubs provide most
of our growth and are great for customers
looking to eat out — whether for convenience

MARSTON,S or as a treat.
BEER COMPANY . Taverns'pubs are welcoming cgmmunjty

pubs which thrive through offering sociability,

Over 70% of beers brewed by us entertainment and great value.

are sold to customers independent e Our leased pubs are owned by Marston’s
of Marston’s — to the free trade, but let to successful entrepreneurs who
supermarkets and other pub run their own business in distinctive, well

companies. located pubs.
e Our range of genuinely
local beers from our five
breweries sets

us apart.

MARSTON’S PLC

90% of our profits come from
Marston’s Inns and Taverns, the pub
retailer — but we have not forgotten
that Marston’s Beer Company, the
brewer, is at the heart of the
business. This gives us a real point
of difference — we see the market
from different perspectives.

NEW
BUILDS
IN 2013

£2 BN PROPERTY
PORTFOLIO

Most of our pubs have been around for a very
Iong time, and we intend for that to continue — so
we prefer to own our pubs outright (‘freehold’)
rather than to lease them from another owner.

e As freehold pubs are intended to be for

the long term, we use long-term debt at

a prudent level to finance them.

A NATIONAL PROGRAMME WITH 22 NEW

SITES ACROSS THE UK INCLUDING:
Hunstanton in Norfolk, Holyhead in Anglesey,
Harrogate in Yorkshire, Telford in Shropshire
and Sandown in the Isle of Wight

e Three pub-restaurants in Scotland, four
more planned in 2013/14

e Three lodges open — Chepstow, Redditch
and Aberystwyth

Marston’s PLC Annual Report and Accounts 2013 5



MARKET OVERVIEW

We operate in the UK eating-out and drinking-out markets through our pubs;
sell our products to the UK on-trade and off-trade; and export to 57 countries
worldwide. We carefully research the markets in which we operate so that we
can assess and understand them, thus improving our standards, service and
range to gain market share.

THE UK PUB MARKET

There are over 50,000 pubs in the UK operating in one of
the following ways:

1. Managed pubs are operated by a pub company or brewer
which employs a salaried manager and pub staff and
determines the service style and product range. There are
around 8,000 managed pubs in the UK. Marston’s has around
500 of these and our variety of operating formats allows us

maximum flexibility to best meet our consumers’ needs.

2. Tenanted/Leased pubs are owned by a pub company or
brewer but leased to, and operated by, a third party tenant or
lessee, who pays rent. The tenant or lessee is responsible for
the management of the pub and generally contracts to
purchase some or all of their drinks products from the pub
company or brewer which owns the pub. This part of the
agreement is called the ‘tie’. There are approximately 25,000
such pubs in the UK of which Marston’s has around 1,000.
The relationship between pub owners and tenants and
lessees has been the subject of government scrutiny in
recent years and the industry remains a heavily regulated
one. Marston’s has long argued that fair, sustainable rents
and a partnership approach are vital for the success of
tenanted and leased pubs, and all our agreements comply
with the Pub Industry Framework Code of Practice.

3. In 2009 we introduced franchise agreements as a response
to pressures on tenanted and leased pubs. This enables us
to take greater control of the retail offer and standards
allowing the franchisee to focus on the customer. We have
approximately 600 franchised pubs.

4. Free houses and pubs which are independently owned and
operated by private individuals, partnerships or companies.
We supply around 3,800 customers through our independent
free trade channel.

6 Marston’s PLC Annual Report and Accounts 2013



EATING OUT

Whilst economic pressures continue to affect UK consumer
confidence, spend on ‘everyday treats’ and ‘low ticket items’ has
been resilient. The market is worth in excess of £50 billion and this
is expected to grow. Managed and branded pubs are taking a greater
share of this growth driven by an improvement in their food offer
and adapting to customer trends for all day and less formal dining.'

Consumers have a broad range of eating-out options and where
they choose to eat is driven primarily by food quality, choice and
value. Research shows that consumers look at ingredients, cooking
techniques and menu descriptions rather than calories to determine
whether or not a meal is healthy'. Consumers are demanding more
from pubs and want to experience something different whether that
be the ‘theatre’ of seeing their meals freshly cooked, walking up to
a carvery and choosing what they want on their plate, or
customising their dish through a choice of toppings. There is also
growth in less formal meal occasions and snacking throughout the
day.

Our new-build strategy and value-for-money dining continues to
represent a significant growth opportunity against this backdrop.
Our focus on providing consumers with conveniently located pub-
restaurants offering good value and quality service in attractive
surroundings has resulted in significant growth in food sales, which
now comprise 52% of total sales in Destination and Premium. On
page 11 we have set out some of the exciting developments
Marston’s has introduced to its food offerings.

2013 2012

Food sales mix 52% 49%

Meals served 27 million 24 million

Spend per head on food £6.58 £6.31
1 Allegra.
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BEER

Whilst the removal of the beer duty escalator earlier this year was
helpful, beer consumption in pubs remains in overall decline.
Factors driving this decline include the harmful impact of
regulation and taxation on pubs in particular; the state of the
economy; competition for disposable income and leisure time;
lifestyle changes including increased health awareness; and the
adaptation of pubs to exploit growth in casual dining.

However, there continues to be growth in home consumption of ale,
particularly premium bottled ale, providing opportunities to grow
market share. Cask ales continue to outperform the market and now
account for over 15% of all beer sales. They continue to recruit new
drinkers with appeal based on delivering greater product attributes of
flavour, craft credentials and brewer provenance.

Marston’s strategy is focused on the growth areas of the market and
we utilise our five breweries to innovate constantly and exploit
emerging trends. We continue to outperform a declining beer
market through our focus on cask and premium bottled beers. Our
new £7 million bottling line opened in October 2013 and will
support our aim of increasing market share in the UK premium
bottled ale sector. Fastcask™ continues to open up new markets
for cask ale and our Revisionist range allows us to introduce new
and exciting beers on a rotational basis. At The Publican’s Choice
Awards 2013 Marston’s was named as best national cask ale
brewer. The awards, voted for by readers of The Publican’s
Morning Advertiser, recognise the best suppliers in the trade. Our
extensive portfolio of beer styles and innovative approach to
creating new beers: including the Single Hop and other beers in the
craft range, contributed to our success at the awards.

12
10 Marston's g —_— —
Market
8
6
§4
£z
£
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Source: BBPA SVS/Company Figures
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OUR STRATEGY

Our strategy is for Marston’s to grow and increase returns through
the continued development of great pubs, bars and pub-restaurants
and a unique portfolio of premium beers and local ales. We aim to

provide our customers with the best place
around for celebrating, everyday treats and
socialising.

Delivering sustainable growth:

Marston’s is investing capital in a sector of the UK eating-out market, which is believed
to offer attractive growth opportunities as described within the Market Overview.

Increasing return on capital:

Ultimately, shareholder value is created by generating superior returns in comparison
with cost of capital. We are investing significantly in new-build pub-restaurants and
have a balance sheet comprising approximately £2 billion of predominantly freehold
property.

Reducing leverage:

Marston’s has secure, long-term debt of approximately £1.3 billion. The amount of leverage
which is appropriate is decided in the context of the affordability of debt — that is, it is
‘serviceable’ and provides sufficient headroom — and that it is ‘replaceable’ as facilities
mature or bonds are repaid.

8 Marston’s PLC Annual Report and Accounts 2013

High quality estate

Estate development

— High quality, nationally located pub
estate, directly operated by Marston’s

— Broad range of trading formats
and brands

Consumer focus
— Value for money, great service

— ‘F-Plan’: Food, Families, Females,
Forty/Fifty somethings

— Increase the estate to around 500
sites in the next five years

— Develop Two for One and Milestone
drive brands to around 200 outlets
each in the next five years

— Continued development of the ‘F-Plan’

— Continue to improve service standards
through investment in our pubs and
our people

— Completion of over 100 new-builds
in the last seven years

— Food mix accounts for 52% of sales

— Like-for-like sales and margin growth
in the last three years

— Target 25-30 new openings nationwide
per annum over the next few years

— Maintain value offers
— Expansion of premium pubs offer



Great community pubs

Evolution of franchise
— Low barriers to entry

— Simple model

— Efficient operation

Consumer focus

— Making community pubs the heart
of the local community

— Offer great drink, great food and great
entertainment for all customers

— Convert all pubs to managed or
franchised within five years

— Target licensee stability rate of 90%
— Growth in profits
— Dispose of smaller wet-led pubs

— Around 600 sites operating under
franchise agreement

— Franchised pubs profit growth
over past three years

— 150 pubs disposed of in last two years

— Target at least 100 franchise
conversions per annum in
next two years

— Development of food offers more
appropriate for community pubs

— Target 400 individual pub disposals
over two years

Smaller high quality estate
Stable estate

— Recruit high quality entrepreneurs
to maintain stable estate

— Flexible agreements

Consumer focus
— Leverage Marston’s pub knowledge
into Leased estate

— Access to Marston’s buying power
to offer consumers great value

— Target licensee stability rate of 90%
— Growth through stable relationships

— Lessees offered full flexibility on
rents and beer pricing

— Retention rate over 90%
— Stable profits

— Continued development of agreements
to maximise Marston’s and lessee
profitability

— Investment in estate to drive
profit growth

Brewing

strategy

110day 9139381

a premium beer business

Strong presence in local

markets

— National independent free trade
operation

— Operate out of five breweries in
Burton upon Trent, Wolverhampton,
Witney, Ringwood and Cockermouth

Premium focus

— Focus on premium cask and bottled
ale and development of craft beer

— Expansion of take home and
export teams

Objectives

— Become category leader for premium
cask and bottled ale

— Leverage value from local breweries

Progress
— Expansion of independent free trade

operation serving over 3,500 customers
— Segment market leader in premium
cask and bottled ale

— £7 million investment in new bottling
line to support future growth

Future plans

— Expand independent free trade
customer base

— Maintain segment market leader
status and grow market share

— Exploit future growth opportunities
in export markets

Marston’s PLC Annual Report and Accounts 2013 ‘ 9



STRATEGY IN ACTION

Our strategy, as described below, focuses on the organic development of the
business. The potential for developing through acquisition is reviewed regularly
and measured against the consistently strong returns achieved through our
organic investments. In 2014 we intend to accelerate our new-build development
plans and to initiate a more aggressive disposal programme for smaller wet-led
pubs. There are five key components to our plans:

1. Operating high quality pubs for current and future
consumers

Investment in new-build pub-restaurants continues to be the
primary growth driver for Marston’s. In 2013 we opened

22 new-build pub-restaurants across the UK, including our first
pubs in Scotland. Over the past seven years we have built more
than 100 new pub-restaurants throughout England, Wales

and Scotland.

Our pub-restaurants are well located and designed to combine
traditional pub ambience with convenience and provide attractive,
relaxed dining options. We focus particularly on value for money
with high standards of service and building pub-restaurants which
are ideal for day to day convenience, special treats or celebrations.

From an investment perspective, the organic new-build
programme has generated consistently higher returns on capital
invested than historical acquisitions across the industry,
reflecting careful selection of hand-picked sites, attractive pub
design and build, and a strong consumer offer. The performance
of our new-build programme since 2010 has been good,
consistently beating our target return on capital of 16.5%
representing an investment multiple of 6x EBITDA. This high
return on capital has generated significant value for investors,
demonstrated by the 2012 estate valuation of the new-build pubs
which yielded an uplift of over 50% against build cost.

Site selection is critical to the success of our new-build pub-
restaurants. Our experienced acquisitions team have established
good relationships with site developers, helping to maintain a
‘preferred partner’ status based on knowledge and experience. As
a consequence we have a strong, visible site pipeline for the
foreseeable future.

Our success in finding good sites and the strong financial results
achieved through building new pub-restaurants have enabled us
to increase our expansion target from 20-25 per year to 25-30
per year.

Consumer expectations are changing and demand for better-
quality pub and dining experiences is increasing, stimulated by
greater choice and new, exciting brands and formats. This trend
provides opportunity, but it also exposes an increasing number
of pubs — and licensees — to a developing market which is
demanding higher standards.

The pubs most exposed to this trend tend to be smaller, wet-led
pubs where food sales are modest or incidental, and which lack
the position or scale to compete effectively with either well-
implemented managed formats or very high quality independent
operators. These pubs have also suffered most from the
government’s taxation and legislative changes in recent years.
As a result we now aim for a higher number of disposals,
principally from the Taverns estate, with a target of £60-70 million
proceeds per annum for financial years 2014 and 2015.
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The new-build programme — a national
rollout with industry leading momentum

Marston’s pub development initiative is a truly national programme
and 2013 saw us open pubs across the UK, including in the Isle of
Wight, Dunbar, Hunstanton and Holyhead.

We employ a leading team of development surveyors to acquire land
and have concluded development deals with Premier Inn, Tesco,
Morrisons, KFC and Costa Coffee.

Our achievements were recognised by the Property Industry in 2011,
where we won “Property Company of the Year — Leisure” at the Estates
Gazette awards and we have been shortlisted, as finalists, again in 2013.
We were selected ahead of many established property companies and
are regarded as a successful property developer in our own right.

We expect to open 25-30 freehold sites per annum and have a
good pipeline of openings for many years to come.

i

South East
Scotland
East
Midlands
North
South West

P\ 4

Our 2013/2014 planned openings by region are shown below:

New-builds enable us to expand into new geography, with a building
designed to maximise the consumer experience and operational
efficiency. Our recent estate revaluation showed that each new pub-
restaurant opened is worth over £1 million more than the
development cost meaning that our expansion programme is
delivering significant shareholder value.

In reality quality pub-restaurants rarely become available in the open
market and, when they do, they attract significant premium bids from
the sector. A controlled development programme means we do not
have to rely on opportunistic purchases or compromise our return on
capital (ROC) hurdle rates when such pubs present themselves.

We are one of the few pub companies to achieve BREEAM Excellent
accreditation on new developments and incorporate many energy
saving initiatives within our standard specification.

Our focus and track record of completing deals has resulted in a
significant pipeline of sites under negotiation (over 100) meaning that
the new-build programme will be a cornerstone of Marston’s
expansion strategy for many years to come.



These more aggressive disposal plans are intended to improve
returns over time; assist the funding of the new-build programme;
and improve further the quality of our estate. During 2013 we sold,
or exchanged contracts, on 130 pubs and other assets generating
net proceeds of around £50 million. In addition, since the year end
we have unconditionally exchanged contracts on the disposal of a
package of 202 pubs for a consideration of £90 million at a sale
multiple of just under 7.6x EBITDA. As a consequence, the quality
of our remaining estate will improve.

Our range of pub brands and formats is one of the strengths of our
business model, enabling us to meet different customer expectations
for different occasions and in different markets: in each format, our
objective is to be “the best place around here” — for celebrating,
socialising and convenience. Our formats are in one of three principal
groups, each of which achieved like-for-like sales growth in 2013.

Destination food: our 314 pubs in this category are principally in
two brands — Marston’s Two for One (138 pubs), and Milestone (82
pubs). Both brands offer excellent value for money to customers,
with a focus on offering high quality food and drink in a relaxing pub
environment at affordable prices. Service standards are high,
including full table service in all sites. Our focus on service and pub
ambience together with interesting and varied menus supports a
high food sales mix of around 56%. Our new-build pub-restaurants
are operated under these two brands.

Premium pubs and bars: our 35 outlets are Pitcher & Piano bars
and Revere pubs. Pitcher & Piano performed well in 2013 with good
growth in like-for-like sales and profit. Pitcher & Piano is popular with
young, more affluent adults attracted to lively bars in premium
locations. Food sales are increasingly important and now account for
25% of sales. We opened a new Pitcher & Piano in Hitchin during
the summer which has traded strongly, and we will selectively seek
to expand the estate as appropriate locations become available.
Revere pubs are high quality pubs in very strong locations which
benefit from a premium offer with an independent trading style. The
first six Revere pubs opened in 2013 with six more identified for
conversion in 2014.

Taverns: Taverns is our community pubs business, including 135
managed pubs, 603 franchise pubs and 578 tenancies. We aim to
offer traditional pub entertainment and everyday value food and
drink in a traditional ‘community local’ pub environment. Typically,
these are wet-led pubs, although food sales are increasing and
represent around 25% of sales mix. We will continue to invest,
where necessary, in these pubs. Over the next two to three years
we expect that most of our Taverns pubs will be operated under
our successful franchise model which is described in further detail
below.

In Marston’s Inns we offer high quality pub accommodation in
around 50 pubs. In addition, we are co-located with national
lodge operators on 12 sites that have already been developed,
and in 2013 we opened three Marston’s lodges — Aberystwyth,
Chepstow and Redditch — adjacent to pub-restaurants.

Fooddevelopment

Informality in dining out is becoming more popular, and customers’
needs are for a more casual and less structured eating experience. At
the same time, there is an increasing trend in three other key themes —
a demand for freshness, customisation and more ‘retailtainment’. Our
pubs and offers are well suited to benefit from these trends; below are
three examples from last year.

As part of the continued rollout of the Milestone Rotisserie format,
there has been further focus on the front-of-house rotisserie oven

and accompanying theatre and merchandising, providing a unique
environment for customers.

Larger ovens have been installed in some pubs, creating a greater focus
on the rotisserie cooking method as well as enabling a greater range of
meats to be cooked in them. The deli layout provides a more all-
encompassing and sensory experience than standard pub dining and in
addition to our beer and glassware, the deli now stocks the same sauces
that are used on the rotisserie dishes — adding to the more immersive
nature of the whole experience and customer relationship.

Customers have always liked the ability to see the food in front of them
and choose for themselves. In our Milestone Carvery pubs they can now
also enjoy a cooked breakfast selection from the deck every Saturday
and Sunday.

Taking ‘eat with your eyes’ one step further, every pub has had a cake
display cabinet installed — showcasing some really jaw-dropping giant
desserts. Available either to eat in or take away, this has significantly
increased sales of desserts.

With the main carvery offer, freshness and provenance have also
become more evident, with virtually all vegetables served now fresh,
not frozen, seasonal items introduced, and extra communication in
pubs to explain provenance.

Our premium pubs already serve amazing quality steaks, cooked in our
Josper charcoal ovens, giving an intense smoky flavour. This year a
new feature has been added to the menu and dining experience in the
form of rustic wood-fired pizza ovens.

Dedicated pizza chefs hand stretch and cook pizzas in front of
customers using these traditional wood-fired ovens. The offer is
enhanced with the addition of great-tasting local specials. The
Curious Pig pizza, for example, which features roasted bacon,
pulled pork shoulder and caramelised apple, has proved to be a
massive hit with customers.

The addition of this quality pizza offer has opened up other trading parts
of the week outside of traditional weekend and evening peaks. Pizzas
now account for around 20% of food sales in Revere pubs.

Marston’s PLC Annual Report and Accounts 2013 11
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STRATEGY IN ACTION colvrrlvuEd

Marstons Pub Career Path

With the continued rise in food sales across our business this year we
have concentrated on enhancing the training and engagement levels of
our kitchen teams and chefs, and launched the third and final level of
our Chef Development Programme (CDP) which forms a key part of the
Marston’s Pub Career Path.

All employees who join Marston’s to work within our kitchens will
start by completing a job specific induction programme and five e-
learning courses. Training and development thereafter takes place
through our bespoke CDP.

For employees who join Marston’s as a Kitchen Porter or Kitchen
Assistant, CDP Level 1 trains them to become a Line Chef. This level
teaches them how to cook every dish on the menu and how to use every
piece of equipment in the kitchen. In addition CDP Level 1 gives
employees an understanding of basic profit and loss within the kitchen,
and softer skills relating to working as a team and communication skills.
Since the launch of the first level of CDP in 2011, over 2,000 employees
have completed this training programme.

For Line Chefs with their eyes on a step towards kitchen management,
they can continue to progress through our career path and complete
CDP Level 2, which will train them to be a Second Chef. This level
provides them with the skills and knowledge to manage the kitchen in
the Head Chef’s absence and includes training in areas such as placing
food orders, completing stock takes and keeping the kitchen team
motivated. Since launching CDP Level 2 in 2012 over 800 chefs have
completed this level helping them obtain their CDP Level 2 Second Chef
job title and the recognition that comes with this.

Launched at the start of the 2012/13 financial year CDP Level 3 is the
level that develops our Second Chefs to Head Chefs. As part of this
level we focus on developing the management skills of our Head Chefs
through ‘blended learing’ which includes completion of a workbook,
demonstrating practical skills in their own kitchen and three classroom
based workshops delivered by the kitchen training team. We are
delighted that over 130 employees have completed their Head Chef
training so far.

2.Value and service

Over the last decade our organic development has been
underpinned by the ‘F-Plan’: a focus on Food, Families, Females
and Forty/Fifty somethings. The plan was introduced in
anticipation of consumer trends including the development of the
UK eating-out market; social and demographic changes including
higher female employment and a maturing UK population; and the
potential for pubs to offer a better experience to families. We are
confident that this focus remains appropriate today.

In our managed pubs we served over 30 million meals last year
and in our Destination pubs food is the primary driver for around
80% of customer visits. We consistently outperformed the
Peach Market Tracker — an accepted index of pub and
restaurant performance —in 2013 and have increased our share
of the eating-out market. The appeal of our pubs to families is
strong and increasing, demonstrated by a 19% increase in kids’
meals served in the year.

Consumer expectations are increasing and the pace of change is
rapid. We aim to continue to increase market share within the
informal pub-dining sector through offering excellent choice,
outstanding value and high service standards — key priorities for
customers today. Our menus are refreshed frequently and offer
choice from traditional pub favourites to international meals and

12 Marston’s PLC Annual Report and Accounts 2013

Development through the career path is not the only way that we have
been able to engage with our valued kitchen teams this year. 2013 saw
a series of Head Chef Conferences take place within our Two for One
format. Our Two for One Head Chefs were invited to regional
conferences to hear all about Two for One performance, future strategy
and their new menu. We also launched our new Head Chef Bonus
Scheme in October 2013 recognising the outstanding contribution of a
number of Head Chefs through prizes awarded for excellent SMILE
survey scores on food quality.

Our plans to develop our kitchen team do not end here. In the coming
year we have plans to continue kitchen team and chef skill development
and engagement by introducing new training programmes for our
Milestone Carvery and Milestone Rotisserie sites. We are also looking to
build development bridges between our Head Chef Programme and our
Deputy Manager Programme for those Head Chefs with aspirations to
move front-of-house and towards pub management.

lower calorie alternatives. The introduction of full table service
and new retail technology such as hand-held tills exemplifies our
commitment to service improvement — initiatives like this assist
with customer communication, contributing to double digit growth
in starters, desserts and coffee sales in 2013.

We measure our success through our online customer feedback
process which we call the ‘SMILE’ report for obvious reasons.
SMILE provides quick feedback enabling us to respond faster in
improving customer service.

Our people are critical to the success of our service ethos. We
have comprehensive recruitment and training programmes
designed to ensure that we recruit the best staff available in a
highly skilled area, with clear development, training and career
paths for all of our pub staff. There is a perception in the UK that
careers in the pub sector are low paid and low skilled. As the
growing number of great managers and chefs attracted to our
pubs demonstrates, this is a highly skilled business, and there is
a clear pathway for talented young people with front-of-house
and catering skills. Marston’s opens 20-30 new pub-restaurants a
year, each one creating around 50 new jobs, many of which are
accessible to young people and in places where jobs are
considered scarce.



3.Evolution of our franchise model

Our franchise model was introduced in 2009 with the principal
objectives of improving the consumer offer in tenanted community
pubs, and improving profitability in those pubs for both Marston’s
and licensees. Our franchise agreement, with some variations, now
operates in around 600 pubs and has three principal benefits for
licensees:

o Simplicity: licensees typically earn around 20% of turnover,
with no payments for rent, food or drinks, which are all
supplied by Marston’s. Licensees are thus focused on revenue
maximisation.

¢ Reduced funding requirement: licensees are only required to
provide a refundable deposit, typically £5,000, but do not have
to buy fixtures and fittings.

¢ Reduced licensee risk: other than payroll costs,
Marston’s has responsibility for the cost of goods sold,
operating expenses, and stock. We ensure that these costs
are managed efficiently through using our established retail
systems and our Group purchasing power.

The benefits to Marston’s are clear: the post-conversion
profitability of the franchised estate is strong with

£1.5 million profit growth achieved in 2013. Licensee stability is
high, at over 90%, and we receive more applicants for pubs
operating under a franchise model than for those operating under
traditional agreements: prospective licensees clearly value the
benefits described above. Around 30% of applications are from
people new to the pub sector.

We first introduced franchise models into pubs which were
formerly tenanted, but in 2013 extended the model into 20
previously managed pubs achieving positive results. We anticipate
extending this further into the Taverns managed estate and over
time expect that all Taverns community pubs will operate under
franchise models. In our view, this combines the benefits of an
incentivised, entrepreneurial licensee able to ‘act local” with the
control and scale benefits offered by the managed model.

In summary, we anticipate that the franchised estate will continue
to grow in 2014 and that over time, all of our Taverns estate will
operate under either a managed or franchise model.

4.Focus on pub quality and support in leased pubs

Over the last five years, the market-wide performance of
tenanted and leased estates has been weak. We have separated
our leased estate from the tenanted estate and, as described
above, we have clear plans to convert our tenanted pubs to the
franchise model or to accelerate disposals depending upon our
assessment of sustainability.

The performance of Marston’s leased estate has consistently
been more robust than the sector generally. The reasons for
this include:

e A consistent approach to setting fair, sustainable rents over
many years.
Transparency in dealing with licensees.

o Assistance for licensees from good Business Development
Managers, and wide-ranging support in terms of promotions,
cost management, advice and online facilities.

Essential to the long-term sustainability of this segment is a high
quality estate of attractive, well-located pubs capable of meeting
increasing consumer demand for better quality experiences, and
which are therefore capable of attracting good, entrepreneurial
licensees. These are likely to be food-led rather than wet-led, and
able to compete against value-managed formats through offers
characterised by individuality, differentiated menus, service and
quality. We believe our high quality leased estate offers these
characteristics.

We recognise that the success and sustainability of these pubs is
down to good lessees: we contribute with a robust appointment
process, fair dealing and support thereafter. The fact that we have a
relatively small leased estate of less than 400 high quality pubs
contributes to our ability to foster good working relationships with
our lessees.
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5.Differentiation in the beer market through a
‘localness’ and premium ale strategy

There are two consumer trends which have influenced our
brewing strategy in recent years.

First, the ale market has fragmented as a consequence of
increasing consumer interest in provenance, choice and taste —
particularly in traditional ales. This trend broadly mirrors the growth
of craft beers in the US, and is evident in the UK by the growth in
micro-breweries (there are now around 1,000 breweries across the
country). There is less interest in conventional ‘big brand’ behaviour
amongst beer drinkers.

Second is the demand for more premium beers. This is linked to
interest in taste, but also reflects the increasing importance of eating
out in pubs: the choice of beer is more likely to be premium when it
accompanies a meal.

In determining our brewing strategy some years ago, we anticipated
these trends. We have a competitive advantage in not only being
able to brew beers from five breweries in England, but also being
able to sell them across the UK.

This strategy has produced demonstrable success: in 2013 we
increased ale volumes by 6% in a market which declined by 3%
building on the volume growth and market share gains achieved in
recent years. Over the past five years we have increased our
premium ale volumes by around 25% in total and around 42% in
the off-trade against a declining market. We are leaders in premium
cask ale, with a market share of 18%, and in bottled ale with a
share of 24%.

Our wide brand portfolio is supported by high standards of service
to our customers in the independent free trade and pub sector
generally, and through category knowledge and leadership
including publication of The Cask Ale Report and The Premium
Bottled Ale Report, which can be accessed on our website.

Innovation is critical to our future plans. Examples of brewing
innovation include the ground-breaking fastcask™ system which has
enabled us to expand the market for cask ale; and the launch of our
Single Hop programme, which is now in its second year and involves
the creation of different flavoured beers using hops from around the
world. In 2013 we introduced our own craft beer range including
Revisionist lager; Marston’s Oyster Stout; and Shipyard IPA — the
product of an alliance with one of the largest craft brewers in the US,
the Shipyard Brewing Co. from Portland, Maine.

Our marketing activity reflects the character of our brands:
Marston’s Pedigree is ‘The Official Beer of England Cricket’; by
contrast, Hobgoblin is the ‘Unofficial Beer of Halloween’.
Regionally, we support local brands through sponsorship of events
including the New Forest Show, the Henley Regatta and the
Keswick Jazz Festival.

Future growth is targeted through continued developments

in the off-trade; the export market; and the provision of
brewing, packaging and distribution services to third parties.
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Tapping into craft beer

Whilst the overall beer market continues to decline, more premium
formats of beer including cask ales, world lagers and craft beers
continue to grow and deliver opportunities for value and margin
growth. This is fuelled by consumers moving away from mass
market and commodity beers and looking for products that deliver
more of a premium experience on their beer drinking occasions for
which they are prepared to pay a premium.

Our annual drinker survey revealed that these consumers define craft
beers as being in limited distribution, produced from smaller regional
and less well known international brewers, with a dedication to
ingredients and craftsmanship, delivering more taste and flavour.

These findings have led to the development of a portfolio offering of
premium draught and bottled craft beers to complement our core
range of premium cask and bottled ales.

We have launched our own craft beer brand platform with the
Revisionist beer series. This gives the brewing teams at each of our
regional breweries the opportunity to raise their profile through the
production of their own interpretations of classic and contemporary
beer styles and provides the consumer with different beer drinking
experiences.

We have also established a strategic alliance with the Shipyard
Brewing Co. to produce collaboration beers that allow us to brew and
distribute their beers in the UK.

In the latter part of 2013 we also agreed a partnership contract with
Heineken International (headquartered in Amsterdam) to be their
exclusive UK distributor for the Premium Czech beer brand Krusovice.

Craft beer is delivering a premium margin opportunity:
e Craft beers are growing at 77% volume and 83% value year on year'

e Select drinkers are prepared to pay an average premium of 33
pence per pint?

1 CGA Strategy Sept 2013.
2 Marston’s Drinker Survey RBD research Sept 2012.




GROUP OVERVIEW

Andrew Andrea Chief
Financial Officer

Ralph Findlay
Chief Executive Officer

“In 2013 we achieved good growth in turnover and
operating profit despite significant challenges. This
reflects our unstinting focus on what our customers
want: excellent service and value for money in high
quality pubs and bars. In 2013 we served 30 million
meals, with food now the principal reason for
around 80% of customer visits in our Destination
pubs.

Looking forward we will accelerate our high-
return new-build programme whilst increasing the
level of disposals from our lower turnover wet-led
pubs. We have made an encouraging start to the
new financial year and remain confident that our
proven strategy is aligned to the underlying trends
in the sector.”

Our performance in the second half year was strong after a
challenging first half year affected by poor weather. The contrast
between the two periods was significant: compared to the prior
year underlying operating profit declined by 1.5% in the first half
but increased by 12.6% in the second. Good trading momentum
has continued into the new financial year.

Revenue increased by 8.8% to £782.9 million, with growth in
Destination and Premium, Taverns and Brewing and the
benefit of a 53rd trading week.

Underlying operating profit increased by 6.6% to £168.3 million, with
growth in Destination and Premium and in Brewing. Operating profit
in Taverns was below last year principally due to a significant level of
disposals, poor weather in the first half year and a more subdued
performance in our tenanted pubs in line with market trends, mostly
offset by growth in our managed and franchised pubs.

Operating margin of 21.5% was 0.4% below last year. We
achieved higher operating margins in Destination and Premium as
a consequence of opening new-build pub-restaurants with higher
profit conversion (25 in 2012 and 22 in 2013) and in Leased as a
consequence of reduced temporary management costs and
tighter cost control. This was offset by the conversion of pubs
from tenancy to a franchise model within Taverns (around 600 at
the year end, compared to around 500 last year), and a higher off-
trade sales mix in Brewing.

Underlying profit before tax of £88.4 million was up 0.7% (2012:
£87.8 million) despite the anticipated higher interest costs. These
were due principally to contractual increases in securitised
interest — these have now peaked and securitised interest costs
abate from financial year 2014 onwards.

Underlying earnings of 12.3 pence per share (2012: 12.3
pence per share) were in line with last year.

Net debt at the year end excluding lease financing was lower at
£1,082 miillion (2012: £1,121 million); debt to EBITDA on the same
basis reduced to 5.3 times (2012: 5.6 times) reflecting the benefit of
lease financing of £109 million arranged during the year.

We continue to make good progress on improving returns with
Cash Return On Cash Capital Employed (CROCCE) having
improved to 10.8%, representing an increase of 1.2% since 2010.

The proposed final dividend of 4.1 pence per share, giving a total
dividend for the year of 6.4 pence per share, represents a 5%
increase compared to 2012. Dividend cover was 1.9 times (2012:
2.0 times). Our dividend policy is to target progressive increases
in dividend, at a cover of around two times in the medium term.

We have seen an encouraging start to the new financial year. In
Destination and Premium, like-for- like sales in the seven weeks
to 23 November increased by 3.1%, with food sales growth of
4.6%, and wet sales up by 1.0%. We have opened seven new
pub-restaurants to date. In Taverns, like-for- like sales in
managed and franchised pubs are up 2.1% and tenanted profits
are in line with expectations. In Leased pubs profits are in line
with last year and in Brewing our beer brands are performing in
line with our expectations.

Marston’s PLC Annual Report and Accounts 2013 15

110day 21393eng



Revenue Underlying operating profit Margin
2013 2012 2013 2012 2013 2012
£m £m £m £m % %
Destination and Premium 349.2 306.1 70.3 56.8 20.1 18.6
Taverns 250.8 241.6 69.5 73.2 27.7 30.3
Leased 55.6 58.3 26.0 26.0 46.8 44.6
Brewing 127.3 113.7 16.9 16.4 13.3 14.4
Group Services - - (14.4) (14.5) (1.8) (2.0)
Group 782.9 719.7 168.3 157.9 21.5 21.9

Total revenue increased by 14.1% to £349.2 million reflecting the
continued strong performance of our new-build pub-restaurants,
growth in like-for-like sales and the benefit of the 53rd trading
week. Underlying operating profit of £70.3 million was up 23.8%
(2012: £56.8 million). Average profit per pub increased to
£207,000, up 11.9%.

Total like-for-like sales were 2.2% above last year, with growth in
the second half year of 4.1%. Like-for-like food sales were up by
3.9% through a combination of volume growth and increased
sales of starters, desserts and coffee which contributed to a 27
pence increase in spend per head. In Destination pubs, food now
accounts for 56% of total sales (2012: 54%) and in Premium pubs
and bars food is 25% of sales (2012: 24%).

Like-for-like wet sales increased by 0.2%, outperforming the
declining UK on-trade drinks market. We continue to see growth
in more premium products, with premium cask ale volumes up
9% and premium lager up 11%. Wine sales increased by 13%
and now account for 24% of drinks sales (2012: 22%).

We achieved a 1.5% improvement in operating margin
through moderate price increases and tight cost control.

Total revenue increased by 3.8% to £250.8 million reflecting the
increased revenue contribution from more pubs operating under
the franchise model. Underlying operating profit was £69.5
million, a decrease of 5.1%, principally reflecting a significant
level of disposals, poor weather in the first half year and a more
subdued performance in our tenanted pubs in line with market
trends. Average profit per pub is in line with last year.

In our managed and franchised pubs like-for-like sales were in line
with last year and operating profits were up 3.7%, reflecting the
continued success of pubs operating under the franchise model.

Tenanted like-for-like operating profits were down 7.7% in the
period, an improvement on the decline in the first half, reflecting
the continued challenges facing small wet-led tenanted pubs in
the current market and representing a relatively subdued
performance given the better weather in the second half year.

Operating margin was 2.6% below last year at 27.7%, primarily
due to the conversion of pubs, which were formerly tenanted, to
franchise models. These agreements generate increased profit
but the operating margin percentage is reduced as a
consequence of accounting for sales at full retail value.
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Total revenue decreased by 4.6% to £55.6 million, principally
reflecting lower volumes in line with the market. Underlying
operating profit of £26.0 million was in line with last year. Average
profit per pub increased by 2.1% to £67,000, and licensee stability
remained high at 92%.

As with tenanted pubs, underlying measures of lessee ‘health’,
including rent alleviations, improved during the financial year.
Operating margin was 2.2% above last year at 46.8%, primarily
due to a higher mix of rental income, and lower support costs.

Total revenue increased by 12.0% to £127.3 million. Underlying
operating profit increased by 3.0% to £16.9 million.

Overall ale volumes were up 6% on last year, with premium cask
ale volumes up 4% and bottled ale volumes up 19%. We have
maintained our position as ‘category market leader’, increasing
our market share in each of these categories by over 1%.
Hobgoblin saw growth of 16%, and is now our largest brand.

In the independent free trade, our account base increased by 3%
to more than 3,800 customers, and premium ale sales to this
sector increased by 6%. In the take home market we continue to
perform very strongly with volumes up 18%.

Operating margin was down versus last year at 13.3%,
reflecting the higher proportion of volume through the off-trade,
which commands a lower margin percentage.

Capital expenditure was £150.8 million in 2013 (2012: £129.8
million), including the construction of 22 pub-restaurants. The
principal reasons for the increase are: an additional £13.6 million
on new-builds as we plan to accelerate the new-build programme
for 2014 and 2015; and £7 million in respect of a new bottling line
within Brewing which was originally intended to be funded through
an operating lease. We expect that capital expenditure will be
around £140 million in 2014, including around £80 million for the
construction of 25-30 new pub-restaurants.

During the year we generated £46.2 million of cash from the
sale of 130 pubs and other assets.

At 5 October 2013 the Group had a £257.5 million bank facility to
May 2016, and the amount drawn down at 5 October 2013 was
£191 million. Subsequent to the year end, this facility has been



extended to November 2018 on attractive terms. This facility,
together with a long-term securitisation of approximately £1
billion and the lease financing arrangements described below
provides us with an appropriate level of financing headroom for
the medium term. The Group has sufficient headroom on both
the banking and securitisation covenants and also has flexibility
to transfer pubs between the banking and securitisation groups.

During the period, the Group entered into three new lease
financing arrangements which have a net value of £108.6 million
as at 5 October 2013. This financing is a form of sale and
leaseback agreement whereby the freehold reverts to the Group
at the end of the term at nil cost, consistent with our preference
for predominantly freehold asset tenure. The agreements range
from 35-40 years and provide the Group with an extended debt
maturity profile at attractive rates of interest. Unlike a traditional
sale and leaseback, the associated liability is recognised as debt
on the balance sheet due to the reversion of the freehold.

Net debt excluding lease financing of £1,082 million at 5
October 2013 is a decrease of £39 million compared to £1,121
million at 29 September 2012. Operating cash flow of £169.4
million remains strong driven by solid profits and tight control of
working capital.

For the period ended 5 October 2013 the ratio of net debt
excluding lease financing to EBITDA before exceptional items
reduced to 5.3 times (2012: 5.6 times). It is our intention to
reduce this ratio to below 5.0 times, principally through EBITDA
growth generated from our new-build investment programme.

Our final salary pension scheme at the year end showed a deficit
of £5.1 million before tax (2012: £24.5 million).

The underlying rate of taxation (before exceptional items) of 20.8%
in 2013 is below the standard rate of corporation tax of 23.5%
primarily due to credits in respect of deferred tax on property.

The underlying tax rate has increased by 0.4% from 20.4% in 2012.

There are net exceptional charges of £11.4 million after tax. This
primarily reflects reorganisation and non-core estate disposal
costs of £10.8 million relating to the restructuring of our operations
across the Group. The reorganisation is expected to generate
around £3-4 million of annual underlying cost savings. Additionally
there is an exceptional charge of £4.9 million in respect of the
write-off of various items of cellar equipment no longer in use in
the business, an exceptional charge of £6.4 million in respect of
the recognition of the provision for repayment of refunds received
relating to the Rank case, and an exceptional gain of £3.5 million
in respect of the mark-to-market movement in the fair value of
certain interest rate swaps. There is an exceptional tax credit of
£7.2 million, of which £4.1 million relates to the items described
above and £3.1 million relates to deferred tax in respect of the
change in the rate of corporation tax.

K Pis
New-builds completed
2013 22

A significant element of our growth comes from the
development of new pub-restaurants. The number we
open has a significant impact on growth and cash flow; the
targets for 2014 and 2015 are described on page 10.

2013 10.8%

o
3
o
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Return on capital is a key driver of shareholder value
and reflects progress made on investments, disposals,
and the profitability of our core estate.

Free Cash Flow
2013

£85.6m

Free Cash Flow is a measure of cash generated and
available to reinvest in the business; to return to
shareholders in the form of dividends; and to repay debt.

Earnings Per Ordinary Share'

2013 12.3p

EPS is a widely used profitability and valuation measure.

Employee satisfaction
2013

81%

2011 No survey carried out

We are a service business and we recognise that high
employee satisfaction leads to better customer satisfaction
and enhances our reputation when recruiting new people.

CO: emissions per £100,000 of turnover
2013 14.82

We set CO2 emissions targets as part of our environmental
responsibilities and to better manage energy usage against a
background of rising energy costs and taxes, including the
Carbon Levy.

Waste recycling %

2013 79.1%

We target increased levels of recycling as part of our
environmental responsibilities and to reduce costs and levies.

‘Before exceptional items
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CORPORATE SOCIAL RESPONSIBILITY

At Marston’s, Corporate Social Responsibility (CSR) is more than just
being aware of our impact on the environment. It is also about the
development of our employees, how we relate to our customers, and our
relationships with suppliers and the local communities that we serve.

Marston’s approach on CSR is overseen by the Corporate Social
Responsibility Committee chaired by the Corporate Risk Director.
The Committee has responsibility for the implementation of the
CSR agenda and reports progress to the Board.

Our Corporate Responsibility Report is available for download at
www.marstons.co.uk

e Marston’s has around 13,000 employees in its pubs,
brewery operations and head office.

e 53% of our employees are female.

e 35% of all our managers in pubs, brewing and head
office are women.

e More than half of our employees work flexible hours,
typically around other work commitments, study and to care
for family.

e Half of our employees are under the age of 25 — for
many working at Marston’s is their first job.

e Our youngest employee is 16 years old and our oldest
is 86 years old.

[ ] Women 13,062
[ ] Men
g 6,862
g
1S 37
9
“g v
5 H
27 6,200
8
Directors Senior Total
managers employees

We want to give all our employees the opportunity to make
progress at Marston’s. We take pride in the fact that many of our
licensed retail managers, area managers and senior managers
started their careers working in our pubs, or joined us straight
from school or university. The diversity of our business allows
employees to move between different roles and trading activities.

New jobs:

In 2013 we created over 1,000 jobs through our new-build pub
programme, providing many job opportunities for the local
communities within which our pubs are built, as well as
development opportunities for existing employees.

The Marston’s Pub Career Path is our key development tool to
support and encourage new pub-based employees to gain the
skills required to do their jobs. It provides a job specific induction
programme, as well as e-learning modules covering licensing,
food safety, health and safety, fire awareness and first aid. From
October 2013 our fire marshal training has also moved online.
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The Marston’s Pub Career Path also provides:

® The Chef Development Programme which provides and
supports the development of our kitchen teams into Line
Chefs, Second Chefs and Head Chefs.

® The Keyholder Development Programme for our front-of-house
teams which develops supervisors and assistant managers.

® The Deputy Manager Programme which develops future
licensed retail managers.

e Apprenticeship opportunities.

This year our managers and team members undertook over
32,000 online courses, plus a further 2,700 classroom-based
courses covering topics such as team management, fire
marshal training and financial skills.

Employee Engagement:

The 2012 Employee Engagement Survey — which covers all
employees, including those in pubs — confirmed the huge
commitment of our staff and their support for the Company. As
a result of the survey action was taken to improve our reward
and incentive programmes, including our long service awards,
as well as the enhancement of our internal communication
through newsletters.

“We are committed to creating real jobs within the
hospitality and leisure industry. Our Pub Career Path
ensures clear routes for progression are visible to
everyone, and demonstrates how employees can
develop within the business. Our experienced People
Development Team is there to give our people the
Skills and confidence needed in our business.”

Cheryl Evans — Human Resources Director — Pub Operations

We run a Corporate Graduate Programme providing opportunities
across our head office and brewing and logistics operations. This
summer we launched a Pub Graduate Programme to provide
opportunities to those who have recently completed a degree and
are interested in running their own pub business. We recognise the
importance of supporting work experience initiatives and provide
opportunities for people to gain a practical insight into different
areas across the business. In 2014 we will be launching a School
Leavers programme designed specifically to support those leaving
school looking for their first opportunity to gain skills, learn and
complete a qualification at work.

“Modern apprenticeships are valuable to our
employees and to the business. We have been able to
map our internal development programmes across to
apprenticeships so that as employees work through
Keyholder and Chef Development Programmes they
also complete an apprenticeship qualification.”

Suzanne Harrison — Head of People Development — Destination



Giving young people a solid start to their working life

With over half of our employees below the age of 25 we consider it our

responsibility to enhance the skills of these individuals and provide them

with the chance to build a career. We do this through our head office
development programmes and the Marston’s Pub Career Path.

In the last three years we have had over 1,000 employees complete a
Modern Apprenticeship/NVQ and currently have over 400 working to
complete these qualifications. Employees are able to complete Modern
Apprenticeships or Advanced Modern Apprenticeships in a range of
areas including customer service, team leading and food and drink
service.

We offer apprenticeships to all pub employees, no matter what their age

or current role and we work in partnership with Babcock Training to
deliver this comprehensive training programme. Apprenticeships are

not exclusive to head office and pub employees but are also available to

our franchisees, lessees and tenants — and their teams too.

We promote Modern Apprenticeship availability and take part in the
annual Apprenticeship week. Suzanne Harrison, our Head of People
Development (Destination), is an East Midlands Apprenticeship
Ambassador and is involved in supporting the continued development
of apprenticeships within the UK.

Graduate development programmes have been part of our business for
well over 20 years. Through those programmes we have developed
many aspiring managers within our business, who now work in a wide
variety of areas in the business including Operations, Estates, HR,
Production and Finance. Training is delivered through structured
development programmes, including a CMI level 5 qualification, and
further education training. All this is supported by our coaching and
mentoring programmes. In Summer 2013 we enhanced our graduate
offer through the launch of our first Pub Graduate programme. This is
an extension to our Pub Career Path that aims to develop future pub
managers and, in the longer term, trainee Area Operations Managers.
Supporting the development of young people is not exclusive to our
employees; we recognise our role in providing opportunities through
work experience within our head office. Recently we have been
involved in the ‘Feeding Britain’s Future’ initiative providing real
experience for those looking to develop their skills in a practical
workplace environment. Longer-term placements are also available to
university students looking for a year in industry.

We offer a wide range of structured career development
opportunities ensuring that employees have the opportunity to
develop their careers.

Marston’s achieved an industry first in being accredited to run the
British Institute of Innkeeping’s multi-site retail management
course. The aim of this training is to provide our Area Operations
Managers with the professional skills necessary to support our
tenants in developing their own businesses.

In the year ahead we will be expanding the opportunities available to
young people through the launch of a new School Leavers programme.
The aim of the programme is to provide apprenticeship opportunities for
under 18s and a ‘Junior Managers’ scheme for those over 18. This
scheme will focus on the ongoing development of school/college leavers
who do not intend to go to university but instead wish to develop and
gain qualifications in a practical work environment.

“The steps we take to develop our under 25s are an
important part of our talent development strategy, and
will provide Marston’s with future talent capable of
supervisory and management roles needed to
support our continued growth strategy.”

Cheryl Evans, Human Resources Director — Pub Operations

=
o
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Are you a recent Graduate?

We run a wide range of professional development programmes
accredited by the Chartered Management Institute (CMI).
Marston’s has run over 200 CMI courses in the last four years for
employees, who have achieved qualifications ranging from
introductory Level 2 awards through to the academically
demanding Level 5 programmes. We also launched the CMI
coaching and mentoring qualification in order to enhance and
expand these skills within our business.

Within our head office we offer a range of professional qualifications
including accounting (CIMA), surveying (RICS), marketing (CIM)
and personnel (CIPD) as well as degree and diploma programmes.
This year within our brewery operations we sponsored Brewing
Diplomas, Master Brewing qualifications, HGV and Chartered
Institute of Logistics and Transport programmes.
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CORPORATE SOCIAL RESPONSIBILITY colvrrlvuEd

Here are a few examples of community events which just
one of our breweries, Jennings, has been involved with
this year:

Jennings Family Fun Day — this annual
charity event held at the brewery in
Cockermouth receives fantastic support
from the local community, who come
along and join in the fun on the day and
take a tour of the brewery. This year we

The World’s Biggest Liar
Competition — the internationally
renowned contest dates back to the
19th Century and is held at the Bridge
Inn, Santon Bridge, Cumbria. The
most outrageous tales are celebrated

Keswick Jazz Festival — Jennings was
once again the sponsor of the 22nd
Jennings Keswick Jazz Festival in May.
Despite the rain there were plenty of
visitors who could enjoy some Jennings
real ales whilst listening to the many

raised £1,000 for the Motor Neurone
Disease Association North & West
Cumbria branch.

Much has been written about the contribution that pubs make to
communities and to British culture — not just as places to
socialise and celebrate but as local employers, supporters of
local suppliers, and the hub of local sports teams.

One of the ways we demonstrate our support for the role of pubs
in communities is through our financial support for ‘Pub is The
Hub’, a not-for-profit organisation specialising in the diversification
of pub activities to provide a wider range of services and
amenities locally, particularly in rural communities, for example,
shops and libraries.

Many pubs are also the focus of fund raising for charities, and
Marston’s is involved in two directly funded bodies — the Marston’s
Employee Charity Fund and the MIT Charitable Trust. Both involve
match funding from Marston’s PLC and contributions from
employees which totalled over £40,000 in 2013.

Active since 1980, the Charity Fund provides equipment for
hospitals, schools and individuals with special needs, with a
preference for donating smaller items more often rather than
large items. The Committee comprises current and retired
employees and recent donations include an electric
wheelchair, a computerised display for training brain-damage
victims, a blood oximeter and a tilting chair for stroke victims.

The MIT Charitable Trust helps to fund causes promoted in
local pubs, adding to money raised by customers.

Our breweries are also important in the context of their
communities. As with pubs, they contribute in particular to rural
employment — the vast majority of the hops and barley we use in
brewing is sourced in the UK. Our brewing strategy places a
premium on being local with our breweries being involved in a
wide range of local events across the country. Examples include

20 Marston’s PLC Annual Report and Accounts 2013

in one of the most original
competitions of all time. Last year’'s
winner Jack Harvey claimed that he
had studied the genetics of a
Cumbrian person and found them to
be 2% badger, as observed by the
way they eat their food and other
mannerisms... definitely not true!

worldwide jazz acts in the various
venues around Keswick. Our Jennings
stall was in the Market Place offering
the visitors a sample of our Cumberland
Ale and selling merchandise and gifts
for them to take a taste of Jennings
home with them.

sponsorship of the New Forest Show (Ringwood); music
sponsorship of Metal 2 The Masses (Hobgoblin); the Banks'’s
Brewery 10k run in Wolverhampton; The Jennings River Ride
and Jennings Brewery Charity Fun Day supporting MNDA; and
the ‘Tour de Marston’s’ cycle ride with the Steve Bull
Foundation helping terminally ill children.

Marston’s recognises that excessive drinking can be harmful to health
and has social consequences. There is a heightened level of
responsibility expected of us because we brew beer and sell alcohol.

We are committed to the responsible retailing of alcohol and
supportive of a range of measures, including education, to
encourage the responsible consumption of alcohol.

Reduction in alcohol strength

In 2013 we reduced the ABV (alcoholic content) of several
of our key brands:

e Marston’s Pedigree (bottled) — from 5.0% to 4.5%

e Boondoggle — from 5.0% to 4.4%

e Old Thumper — from 5.6% to 5.1%

These reductions demonstrate that our undertakings within
the Government’s Public Health Responsibility Deal (see
responsibilitydeal.dh.co.uk) to reduce alcohol units, are
backed up by effective actions.

Marston’s is a signatory to the Portman Code which lays down
minimum expected standards for alcohol marketing practices.
The full Code can be read at www.portmangroup.org.uk




Alcohol is consumed responsibly by millions of people in the UK,
however we recognise that more can be done to protect those at
risk from alcohol. Marston’s has been a consistent supporter of
Drinkaware, an industry backed Trust, since its inception.

Drinkaware aims to influence consumers’ drinking through

a variety of media:

e advertising campaign — “why let good times go bad”,

e the Drinkaware website www.drinkaware.co.uk, including
the alcohol unit tracking tool MyDrinkaware, and

e support for other charities working with young people
and parents, and sponsoring educational programmes.

Our bottled and canned beers are labelled with unit content,
UK Health Department limit guidelines and information
on Drinkaware.

Government regulation of the pub industry includes a requirement
to meet several licensing objectives:

¢ the prevention of crime and disorder,

e public safety,

e prevention of public nuisance, and

e the protection of children from harm.

In Scotland there is a further objective:
e protecting and improving public health.

All licensees and key operational management are
expected to understand and promote these objectives in
the course of business.

e All of our managed pubs operate Challenge 21. This year
over 300,000 challenges were made by our staff requesting
acceptable proof of age.

e We use an independent test purchase service to
check compliance with the law on underage drinking.

o All our retail staff complete e-learning training on drug and
alcohol abuse and the identification of underage drinkers.

e None of our pubs operate 24 hour licences.

o We expect our managers to play an active part in
local Pubwatch and Best Bar None initiatives.

e Our tenants and lessees are supported by a dedicated
hotline regarding licensing matters.

“Marston’s strong adherence to the licensing objectives
is key to our reputation. Protection against alcohol
harm is a cornerstone within our staff training, which
we will continue to test internally in order that this
remains the highest priority.”

Steve Oliver — Operations Director — Destination

Growth in
the informal dining market is a key objective of our strategy.
We believe that our responsibility in relation to healthy eating
is satisfied through the provision of options that allow our
customers to make healthier choices and through the
commitments we have made through the Public Health
Responsibility Deal.

Public Health Responsibility Deal and food:

e In 2013 we reduced salt in our meals by 15% across
65% of our existing ingredients compared to 2010.

e Our meals do not contain artificial trans-fats or hydrogenated
fat and oils.

e All new products meet salt targets set by the Public
Health Responsibility Deal.

e No salt is added to chips.

A full list of Marston’s commitments can be seen

And, in addition:

e Sausages are grilled rather than fried.

e All meals are free from genetically modified ingredients
and monosodium glutamate.

e We introduced gluten free bread in 2013, and in 2014 we
will review allergen information further, including
intolerance causing products.

We have offered lower calorie options for some years, including
a below 500 calorie list of menu items, and will keep the further
provision of calorie information under review. The number of
calorie counted dishes served with 500 calories or below was
approximately 0.5 million (up 66% on last year).

In total we spent £83 million on food in 2013. All our food
suppliers are either British Retail Consortium approved, complete
a self-audit or are audited independently. We have approximately
120 food suppliers delivering 900 lines of food. In 2013 Marston’s
won the MIDAS award (for menu innovation and development) for
Best Dessert Menu and Best Neighbourhood Pub Menu.

“Marston’s has responded to increasing demand for
information on the ingredients in our meals,
particularly regarding salt content and calories. We
are satisfied that our menus clearly indicate the more
healthy options which customers can select.”

Ruth Powell — Group Compliance Manager for Food and Licensing

The health and safety of our employees, customers and the
general public is treated with the utmost importance. Information
on accident rates, compliance and audit scores is reviewed by
the Board for all areas of the business. A description of our
health and safety systems together with our policy is available at
www.marstons.co.uk

We operate sophisticated electronic systems for incident
recording, accident analysis and auditing, in order to better
understand the nature of accidents occurring and to take the
actions necessary to avoid them. For example this year we
implemented a driver telematics system which tracks and
measures how safely our drivers are operating in our commercial
vehicles. The system has already contributed to an improvement
in driver behaviour.
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CORPORATE SOCIAL RESPONSIBILITY colvrrlvuEd

Our managed pubs are subject to an independent bi-annual
external audit of hygiene, health and safety which impacts upon
the evaluation of our licensed retail managers’ performance. In
total Charnwood Hygiene Associates carry out around 1,200 of
these safety audits each year.

The safe operation of our pubs depends upon safety training,
documented safety instructions, safe design and engineering, and
established routines of safety inspection. All new staff are trained
from the outset to ensure that a high degree of awareness of safety
is sustained.

The operators of our tenanted, leased and franchised pubs are
themselves primarily responsible for health and safety within their
pubs. However, Marston’s provides documentation and training on
health and safety policy to help them carry out these
responsibilities effectively.

Marston’s Ready to Let (meeting our compliance
obligations as a landlord):

Last year we introduced the Ready to Let policy into our
franchised, tenanted and leased pubs. Ready to Let is intended to
ensure that our pubs are legally compliant upon the
commencement of a new agreement and that living areas provide
suitable accommodation.

This process forms part of the Marston’s Code of Practice.
We completed over 250 Ready to Let projects in 2013.

Each of our breweries has a comprehensive quality control system,
and all of our beers are tested to ensure they are of high quality. Our
breweries are also audited by some of the supermarkets which we
supply to. The breweries at Wolverhampton and Burton upon Trent
are Grade A certified by the British Retail Consortium — the highest
quality grade available.

“Our high audit scores demonstrate that safety is a
key priority for us. However, we are not complacent
and we will continue to strive for improvement. Our
objective is to reduce accident and hygiene risks to
the lowest level.”

John Beerjeraz — Group Health and Safety Manager

Environmental considerations are important to Marston’s, not
least because brewing uses natural ingredients: water, barley,
yeast, hops; and these contribute significantly to the distinctive
character of our beers.

A comprehensive description of our environmental performance
is included within our Corporate Responsibility Report which is
available at www.marstons.co.uk
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Energy usage:

Marston’s has been investing for several years in engineering

solutions for reducing electricity usage. In 2013 we reduced

electricity usage in our managed pubs by 6% through initiatives
including:

e LED lighting for all front-of-house areas in our estate
including new pub-restaurants, major refurbishments and
Pitcher & Piano;

o the use of outside ambient air to cool our cellars rather than
air conditioning;

e voltage optimisation;

e heating control systems; and

e heat recovery systems.

In addition to engineering solutions we have continued our Take
Control campaign to encourage our pub managers to actively
seek to reduce energy consumption. The Take Control
programmes include monitoring of performance, reporting usage
against targets, the preparation and dissemination of operating
procedures and practices to control energy use, awareness raising
activities and training.

Fuel Ty pe COze tonnes
Electricity & gas 101,809
Petrol & diesel 7,399
Refrigerants (brewery) 118
Total 109,326
Greenhouse Gas Emissions Intensity Ratio:

2013 2012 2011
COse tonnes per
£100,000 of turnover 14.82 12.77 13.64
Note that:

e We have reported on all the measured emissions sources
required under The Companies Act 2006 (Strategic Report and
Directors’ Report) Regulations 2013.

e Data collected is in respect of the year ended 31 March
2013, being the period for which our carbon emissions are
reported under the Carbon Reduction Commitment Energy
Efficiency Scheme.

e Conversion factors for electricity, gas and fuel are those
published by the Carbon Trust and Defra in 2013.

e Refrigerant fugitive emissions across our pub estate are not
currently measured.

o Refrigerant fugitive emissions of R417a (non-ozone depleting
HFC) from our breweries are not included in the total above due
to the lack of a published conversion factor to tonnes of CO».



The increase in the CO»e tonnes per £100,000 of turnover to

14.82 in 2013 is as a result of a combination of factors:

e last winter was unusually harsh thereby increasing the amount
of gas consumed;

e an increased number of retail and franchise agreements, under
which Marston’s is responsible for the energy supply; and

e growth in food sales.

During the year we have rolled out water management systems in
the toilets of all of our managed pubs (PHS Flushwiser and
Flowsaver); the full-year effect of this has yet to be determined.
However, early indications are that the systems have significantly
reduced water wastage.

Our breweries recycle approximately 98% of waste, including
used malt and hops being recycled as animal feed. We also
dispose of other waste such as glass, metals, cardboard, paper and
polythene through recycling contractors.

The majority of our managed and franchised pubs recycle dry
waste, including glass and packaging. Last year we ran a pilot
scheme with 66 of our managed pubs to recycle food waste and this
has now grown to 290 pubs. Food waste is delivered to an anaerobic
digestion plant that produces methane in order to generate power.
Marston’s has targeted itself with increasing the total kitchen waste
recycled from managed pubs to 80% by 2015.

Marston’s is a signatory to WRAP’s Food and Hospitality
Agreement which aims to reduce packaging waste in the
hospitality industry and at the same time increase food recycling
to 70% by 2015.

“Improving the environmental performance of our
pubs is very much about engineering the right
solutions for the premises. Our new-build and
refurbishment programmes put us in an excellent
position to design in these improvements from the
outset. This year we are reviewing the design lessons
learnt in our pubs to determine whether we can
implement similar energy control measures in our
breweries and depots.”

Andy Kershaw — Group Facilities Manager

Marston’s seeks to work with suppliers who also adopt an ethical
approach to human rights, working conditions and the
environment in line with our own values:

e in2012/13 we purchased 575 tonnes of fish secured from
sustainable and ethical sources;

e weused 1.5 million litres of Prep High Performance cooking oil
(73% of which has been recovered by our drays and recycled as
transport fuel), and which supports the production of sustainable
palm oil via the Green Palm trading programme; and

e we source 5,600 tonnes of chips from a supplier who uses the
potato remnants for animal feed, fertiliser and renewable energy.

DS
Smith — supplier of packaging used by our delivery operations —
makes a major contribution to conserving resources and reducing
landfill waste through its position as the leading UK collector of
waste paper for recycling and as the UK’s largest producer of
recycled paper.

The corrugated and plastic packaging products are made by DS
Smith from recycled raw materials wherever it is practicable. It
is fully recyclable and approximately 80% of all corrugated
packaging used in the UK is again recycled.

Leisurebench — supplier of our wooden garden furniture —is a
member of the Leisure and Outdoor Furniture Association and
participates in the ‘Made Aware’ scheme. This involves tracing
timber sources and putting documentation in place to prove all
timber used is from managed and sustainable forestry. Many of
the products are FSC (Forest Stewardship Council) certified.

100% of Leisurebench’s packaging used for Marston’s products is
compressed and recycled.

“Our customers have a right to expect that our supply
chain is founded on ethical principles and that
Marston’s has taken all reasonable steps to
accomplish this; our Group buying and tendering
arrangements are designed to achieve this by
ensuring we have a good knowledge of our suppliers’
working practices, care for the environment and
policies on sourcing sustainable natural resources.”

Colin MacKenzie — Group Purchasing Manager
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PRINCIPAL RISKS AND UNCERTAINTIES

Marston’s adopts a formal risk identification and management
process designed to ensure that risks are properly identified,
prioritised, evaluated and mitigated to the extent that is possible.
Risk management is embedded in the operations of the business.

Business operations maintain risk registers compiled and monitored by the Corporate

Risk Director. The Audit Committee reports to the Board on the risk management

process, including on matters of internal audit and the evaluation of potential impacts,

both financial and reputational.

The following risks are, in the opinion of the Board, the principal risks which affect Marston’s. It

is not intended to be a complete analysis of all risks and may change over time.

24

Future economic uncertainty: we rely upon the spending capacity of our customers.
The basic cost of living could continue to increase at a faster rate than incomes.

The outlook for economic growth in the UK has improved but remains low and a fall in

consumer confidence may impact upon our sales, and our investment plans.

Customers could spend less on our products and services.
Forecasting and investment returns may become more uncertain.

Maximise the return on investment.
Pub disposal programme.
Investment in new pub-restaurants.
Reduction in leverage.

Increased competition for development sites for building new pub-restaurants.

Investment plans do not meet return targets.
A reduction in the availability of quality sites for investment.

The programme of building new pub-restaurants may be slowed.
Corporate growth targets may not be met.

Maximise profit growth and development of a high value property estate.

Lenders expect that Marston’s can repay capital and interest on time and
operate within stated covenants.

Breach of financial covenants.

Breach of covenants could result in additional financial operating restrictions
being imposed on the business.
Potential loss of reputation amongst investors.

Financial security.

Protect reputation.

Business financed at rates of interest that allow profit to be generated to
provide further growth.
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Mitigation

¢ Maintaining value-for-money
consumer proposition.

o Customer choice, flexible pricing
options.
Competitive offering.
High standards of service and quality.
Consumer trends analysis supports
the view that eating out remains
resilient despite difficult economic
conditions.

e Range of pub brands and formats
to meet customer expectations.

o ‘F-Plan’.

e In-house property development team
with proven experience in delivering
new-build projects.

e Expert understanding of planning
legislation.

In-depth knowledge of site availability.
Maintain pipeline of new sites for
future years.

¢ Sophisticated accounting systems.

¢ Constant monitoring of financial ratios.

o Company strategy, business plans,
acquisitions and project development
built upon the preservation of
corporate financial covenants.

¢ Annual audit by external Auditors.

o Flexibility to transfer pubs between
banking and securitisation groups.



The financial systems of the Group must handle large numbers of transactions
securely and ensure that transactions are properly recorded.

Breakdown of internal accounting controls leading to material financial misstatement.

Potential loss of investor confidence.
Reputational damage may occur.
Some financial loss.

Safeguard the assets of the business.
Secure investor confidence.

Marston’s is heavily reliant upon IT networks to process transactions,
conduct operations at ground level and report on results.

External interference in the computer system (cyber risk).
Compliance with the Digital Economy Act 2010 and security of data.
Disaster recovery of backed up data taking longer than four hours.

Significant disruption could be caused to the daily trading operations of the Group.

A stable IT environment that allows the Group to conduct its operations with a
high degree of efficiency and speed without disruption.

Protect sensitive data, particularly that which is commercially damaging if
openly available.

Increased demand for high calibre people, particularly licensees.
Failure to attract and retain the best people.
Marston’s may not meet its financial targets.

A stable and experienced employee base will allow the Group to better
achieve its strategic priorities.

The Group is subject to many different areas of regulation due to the diversity of its
operations. Significant areas include alcohol retailing, licensing, food hygiene,
health and safety, competition law, environment and property law.

There is a risk that more regulation may significantly affect our business operations.

Increase in taxation could reduce profitability.
Further regulation could restrict our licensees in operating their pubs in a
sustainable manner.

Operating a sustainable and profitable business model.

Sophisticated accounting systems
and controls.

Thorough year-end audit.

Regular management accounts by
operating area.

Detailed annual budgets

and forecasts.

Segregation of duties.

Levels of authority over the approval
process for transactions.

Well established IT systems in
pubs and in head office.

Anti-virus and firewall protection.
Constant vigilance and monitoring
threats posed by hacking, breach of
access controls and viruses.
Physical protection of servers and
networks.

Backup procedures and continual
monitoring regarding the integrity of
data and rehearsal of recovery
procedures.

Business continuity plans.

Access controls/passwords.

Comprehensive induction and
training programmes.

Regular capability reviews and
development programmes.

Career path supported.

An ongoing programme of
engagement surveys with employees.
Range of flexible agreements with
our tenants and franchisees.

Training and monitoring programmes
for all our pub operators.

External auditing of compliance to
current legislation including health
and safety, and food safety.
Compliance Committee to register
and monitor legal compliance.
Active consultation with Government,
trade bodies and the BBPA.

Our Code of Practice developed

to bring greater transparency to

the relationship with our tenants.
Comprehensive health and safety
management system.
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DIRECTORS

Roger Devlin Ralph Findlay Andrew Andrea Robin Hodgson Rosalind Cuschieri
Chairman Chief Executive Officer Chief Financial Officer The Lord Hodgson Non-executive Director
of Astley Abbotts CBE
Non-executive Director

Public
Length of service on Board company Operational

Name Position (as at 5/10/2013) Independent  experience experience
Roger Devlin Chairman 1 month v v -
Ralph Findlay Chief Executive Officer 17 years - - v
Andrew Andrea Chief Financial Officer 4 years and 6 months - - v
Robin Hodgson Non-executive Director 11 years v - -
Rosalind Cuschieri Non-executive Director 7 years v v v
Robin Rowland Non-executive Director 3 years and 1 month v - v
Peter Dalzell Managing Director of 1 year - - v

Marston’s Inns

and Taverns
Neil Goulden Non-executive Director 5 years and 6 months v v v
Nick Backhouse Non-executive Director 1 year and 8 months v v v

Anne-Marie Brennan Company Secretary
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Robin Rowland Peter Dalzell Neil Goulden Nick Backhouse Anne-Marie Brennan
Non-executive Director ~ Managing Director Non-executive Director Non-executive Director = Company Secretary
Marston’s Inns
and Taverns

Government/
Retail Finance regulatory
experience experience experience Curriculum Vitae
v v - o Chairman of Gamesys, SIS and Porthaven Nursing Homes

¢ Independent Non-executive Director of the Football Association
o Previously a Non-executive Director of National Express and RPS Group

v v v » Appointed to the Board as Finance Director in 1996 becoming CEO in 2001
e Qualified Chartered Accountant and Treasurer
e Previous roles held at Geest Plc and Bass Plc

v v - « Joined the Company in 2002
¢ Qualified Chartered Accountant
e Previous roles held at Guinness Brewing Worldwide and Bass Brewers Limited

- v v « Senior Independent Non-executive Director
e Chairman of Nova Capital Limited and RFIB Group Limited
¢ Director of Johnson Brothers & Co Limited

v - - » Chief Executive of Genius Foods Limited
o Former Commercial Director of Warburtons Limited
e Previously responsible for off-trade marketing at Scottish & Newcastle Plc

v - - » Chief Executive of YO! Sushi Limited
e Supervisory Board Non-executive Director at Caffe Nero Group Limited
¢ Previous roles held at City Centre Restaurants Plc and Scottish & Newcastle Plc

v - - » Joined the Company in 1995 following roles as a licensee and pub company operator
e Previously Operations Director for Marston’s Inns and Taverns
e Chairman of MIT Charitable Trust

v v v » Chairman of The Responsible Gambling Trust and Access Sport
o Member of The Low Pay Commission
e Previous roles at Gala Coral Group, Compass Group Plc and Chef & Brewer

- v v » Senior Independent Director of Guardian Media Group plc
¢ Qualified Chartered Accountant
¢ Previous senior management positions in the pub, leisure and financial sectors

¢ Appointed Company Secretary in 2004
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(Company Registration Number 31461)

The Directors present their report and audited financial
statements of the Group for the period ended 5 October 2013.

The corporate governance statement as required by the
Disclosure and Transparency Rules 7.2.1 is set out on pages
30 to 37 and is incorporated by reference into this report.

The Strategic Report on pages 1 to 25 includes the greenhouse gas
emissions disclosures required by The Companies Act 2006
(Strategic Report and Directors’ Report) Regulations 2013. This
information is incorporated by reference into (and shall be deemed
to form part of) this report.

In-house research and development is undertaken alongside
work with the British Beer and Pub Association (BBPA) and
Brewing Research International.

Details of the Company’s issued share capital and of the movements
during the year are shown in note 27 to the financial statements on
page 93. The Company has one class of ordinary shares and one class
of preference shares. On a poll vote, ordinary and preference
shareholders have one vote for every 25 pence of nominal value of
ordinary and preference share capital held in relation to all
circumstances at general meetings of the Company. The issued
nominal value of the ordinary shares and preference shares is 100% of
the total issued nominal value of all share capital.

There are no specific restrictions on the size of a holding nor on the
transfer of shares, which are both governed by the general
provisions of the Articles of Association and prevailing legislation.
The Directors are not aware of any agreements between holders of
the Company’s shares that may result in restrictions on the transfer
of securities or on voting rights.

Details of employee share schemes are set out in note 26 to the
financial statements on pages 91 to 93. Where shares are held on
behalf of the Company’s share schemes, the trustees have waived
their right to vote and to dividends.

No person has any special rights of control over the Company’s
share capital and all issued shares are fully paid.

Under the Articles of Association, the Directors have authority to
allot ordinary shares subject to the aggregate set at the 2013 Annual
General Meeting (AGM). The Company was also given authority at
its 2013 AGM to make market purchases of ordinary shares up to a
maximum number of 57,100,927 shares. Similar authority will again
be sought from shareholders at the 2014 AGM.

With regard to the appointment and replacement of Directors,
the Company is governed by its Articles of Association, the UK
Corporate Governance Code, the Companies Act 2006 and
related legislation. The Articles may be amended by special
resolution of the shareholders. The powers of the Directors are
further described in the Corporate Governance Report on pages
30 to 37.

There are a number of agreements that take effect after, or
terminate upon, a change of control of the Company, such as
commercial contracts, bank loan agreements, property lease
arrangements and employee share plans. None of these are
considered to be significant in terms of their likely impact on the
business as a whole. Furthermore, the Directors are not aware of
any agreements between the Company and its Directors or
employees that provide for compensation for loss of office or
employment that occurs because of a takeover bid.

Notifications of the following voting interests in the Company’s
ordinary share capital had been received by the Company (in
accordance with Chapter 5 of the FCA’s Disclosure and
Transparency Rules and section 793 Companies Act 20006) as at
5 October 2013 and 26 November 2013:

As at As at

5 October % of voting 26 November % of voting
Shareholder 2013 rights 2013 rights
Schroders Plc 37,472,188 6.55% 39,449,916 6.89%
Dimensional Fund Advisers 24,350,845 4.26% 24,369,840 4.26%
The Capital Group Companies, Inc 20,448,705 3.57% 20,448,705 3.57%
Rathbone Investment Management 20,356,716 3.56% 20,480,023 3.58%
Henderson Global Investors Ltd 19,276,419 3.37% 17,369,753 3.03%
Legal and General Investment Management Ltd 17,971,730 3.14% 17,946,982 3.14%
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The Company also discloses the following information, obtained
from the Register of Members, for the preference shares:

Percentage of

Shareholder Number voting rights
Fiske Nominees Ltd 34,048 45.39%
Mrs HM Medlock 10,407 13.87%
George Mary Allison Ltd 5,500 7.33%
Mr PF and Dr K Knowles 4,356 5.80%
Mr GAL Southall and Mr N Aston 2,855 3.80%
Mrs H Michels 2,750 3.66%
Mr R Somerville 2,750 3.66%

An interim dividend of 2.3 pence per ordinary share was paid
on 1 July 2013. The Directors recommend a final dividend of
4.1 pence per ordinary share to be paid on 3 February 2014 to
shareholders on the register on 20 December 2013. This
would bring the total dividend for 2012/13 to 6.4 pence per
ordinary share (2012: 6.1 pence). The payment of the final
dividend is subject to shareholder approval at the AGM.

The preference shares carry the right to a fixed cumulative
preferential dividend at the rate of 6% per annum payable in
June and December (£5,250 per annum). Further details are
given in note 17 on page 82.

Biographies of the Directors currently serving on the Board are
set out on pages 26 and 27.

Changes to the Board during the year are set out in the
Corporate Governance Report on page 32. Details of Directors’
service contracts are set out in the Directors’ Remuneration
Report on pages 44 and 45.

In accordance with the requirements of the UK Corporate
Governance Code all Directors, with the exception of Lord
Hodgson, will offer themselves for election or re-election at the
AGM on 21 January 2014. Lord Hodgson has confirmed that,
following the appointment of the new Chairman, he will retire
from the Board following the 2014 AGM and so will not stand for
re-election.

The Company maintains Directors’ and Officers’ Liability
Insurance in respect of legal action that might be brought against
its Directors and Officers. In accordance with the Company’s
Articles of Association and to the extent permitted by law, the
Company has indemnified each of its Directors and other Officers
of the Group against certain liabilities that may be incurred as a
result of their position within the Group. There are no indemnities
in place for the benefit of the Auditors.

The average number of employees within the Group is shown in
note 5 to the financial statements on page 74.

Apart from ensuring that an individual has the ability to carry out a
particular role, we do not discriminate in any way. We endeavour
to retain employees if they become disabled, making reasonable
adjustments to their role and, if necessary, look for redeployment

opportunities within the Group. We also ensure that training,
career development and promotion opportunities are available
to all employees irrespective of gender, race, age or disability.

Full details of arrangements relating to employees are described
in the Corporate Social Responsibility report on pages 18 to 23.

Our policy is not to make any donations for political purposes
in the UK or to donate to EU political parties or incur EU
political expenditure.

The disclosures required in relation to the use of financial instruments
by the Company together with details on our treasury policy and
management are set out in note 20 to the financial statements on
pages 84 to 87.

PricewaterhouseCoopers LLP have indicated their willingness to
continue as Auditors and their reappointment has been approved
by the Audit Committee. Resolutions to reappoint them and to
authorise the Directors to determine their remuneration will be
proposed at the 2014 AGM.

The Group’s business activities, together with the factors likely to
affect its future development, performance and position are set
out in the Strategic Report. The financial position of the Group is
described on pages 16 to 17. In addition, note 20 to the financial
statements on pages 84 to 87 includes the Group’s objectives,
policies and processes for managing its exposures to interest
rate risk, foreign currency risk, counterparty risk, credit risk and
liquidity risk. Details of the Group’s financial instruments and
hedging activities are also provided in note 20.

The Board has a reasonable expectation that the Group and the
Company have adequate resources to continue in operational
existence for the foreseeable future. Accordingly, the financial
statements set out on pages 59 to 96 and 98 to 105 have been
prepared on the going concern basis.

Full details of significant events since the balance sheet date can be
found in note 35 of the financial statements on page 96.

The AGM of the Company will be held at Wolverhampton
Racecourse, Dunstall Park, Wolverhampton, WV6 OPE at 12 noon
on 21 January 2014. The notice convening the meeting, together
with details of the special business to be considered and
explanatory notes for each resolution, is distributed separately to
shareholders. It is also available at www.marstons.co.uk, where a
copy can be viewed and downloaded.

By order of the Board

Company Secretary
28 November 2013
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CORPORATE GOVERNANCE REPORT
CHAIRMAN’S MESSAGE ON CORPORATE GOVERNANCE

Dear Shareholder

Having recently been appointed as Chairman I can see that we as a Board, and a Company, take corporate governance very seriously, and
consider that good conduct is the basis of good performance. The Board sets the tone for the rest of the Company.

Developing the skills of colleagues and providing opportunities for career advancement is central to our thinking. The Board also strives to
improve its own performance. The Board evaluation is a key component of this and the assessments and outputs from this year’s externally
facilitated evaluation will further the development of the Board and improvements to performance.

Lord Hodgson has announced his intention to retire from the Board following the AGM and, on behalf of the Board, I would like to thank
him for his contribution during the last 11 years, particularly as Chairman of the Remuneration Committee and as the Senior Independent
Director. Neil Goulden will take up the role of Senior Independent Director and Chairman of the Remuneration Committee. Neil will
remain a member of the Audit Committee but Nick Backhouse will be appointed as Chairman of that Committee. Both changes will be
effective from the conclusion of the AGM. Further details on the Board’s composition are given at page 32.

In this report we provide an overview of our corporate governance practices, describing how the main principles of the UK Corporate
Governance Code are applied throughout the year. Information about the Board, its members and committees, and an overview of the
Company’s internal controls are all explained.

Roger Devlin
Chairman
28 November 2013
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The Board considers it has fully complied with the main principles
of the UK Corporate Governance Code (the “Code”) and its
application is described here following the sections as set out in the
Code.

The Board is collectively responsible to shareholders for the long-
term success of the Company. The Board has met ten times this
year, allowing it to effectively monitor the Company’s progress
against its strategic aims and within the risk management
framework. A schedule of matters specifically reserved for the
Board’s decision is in place and can be summarised as follows:

e Strategy, management and budget matters.

e Capital structure, dividend policy and financial controls.

Roger Devlin is responsible for:

e Ensuring each Non-executive Director makes an effective
contribution to the Board through debate and discussion with
the Executive Directors.

e The effective operation, leadership and governance of the
Board.
e Ensuring effectiveness of the Board.
o Setting the agenda, style and tone of Board discussions with a
particular focus on strategic matters.
o Ensuring the Directors receive accurate, timely and clear
information.

Lord Hodgson is responsible for:

e Being available to shareholders if they have concerns which
contact through the normal channels of Chairman, CEO or
other Executive Directors has failed to resolve or for which
such contact is inappropriate.

e Acting as a ‘sounding board’ for the Chairman and as an
intermediary for the other Directors.

e [eading the Non-executive Directors in their annual
assessment of the Chairman’s performance.

e If necessary, leading discussions on the appointment of a
new Chairman.

Public and shareholder announcements.
Internal controls and the identification, monitoring and
management of risk.

e Major capital expenditure, asset acquisitions and disposals.
Board and Committee membership and corporate governance
arrangements.

Remuneration of Directors and senior management.
Policies, including ethics, health and safety, environmental,
charitable and corporate social responsibility.

There is a clear division of responsibility between the roles of the
Chairman and the Chief Executive Officer (CEO) which are set out
in writing and agreed by the Board. The table below details the
individual roles and responsibilities and also highlights the specific
duties of our Senior Independent Director and Company Secretary:

Ralph Findlay is responsible for:

® The performance of the Company in line with the strategies
and objectives established by the Board and under powers
delegated by the Board.

*® Ensuring the Board is supplied with information relevant to its
strategic role.

*® Leading the Executive Directors and senior management in
dealing with the operational requirements of the business.

® Providing clear and visible leadership in business conduct.

Anne-Marie Brennan is responsible for:

® Under the direction of the Chairman, ensuring effective
information channels within the Board and its Committees,
and between senior management and Non-executive
Directors, as well as facilitating induction activities for
Directors and assisting with their development as required.

¢ Advising the Board, through the Chairman, on all governance
matters.

¢ Administering the procedure under which Directors can,
where appropriate, obtain independent professional advice
at the Company’s expense.
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The Chairman, who was independent on appointment, will
meet with the Non-executive Directors at least annually without
the Executive Directors being present.

The Non-executive Directors are encouraged to constructively
challenge proposals on strategy, contributing to the development
of the strategy in the long-term. The Chairman is responsible for
setting the correct environment and atmosphere to allow this to
take place, particularly through his experienced chairmanship of
meetings and control of agendas.

We have established Committees of the Board to deal with specific
issues under the Code, each with its own terms of reference which
are regularly reviewed and updated. Further information on each of
these Committees can be found on pages 34 to 53. The table below
shows each Director’s attendance throughout the year:

Name Board Nomination Audit Remuneration
Andrew Andrea 10/10 - - -
Nick Backhouse 8/10 3/4 3/4 -
Rosalind Cuschieri 10/10 4/4 4/4 4/4
Peter Dalzell 10/10 - - -
Roger Devlin' 11 11 - -
Ralph Findlay 10/10 4/4 - -
Neil Goulden 10/10 4/4 4/4 4/4
Robin Hodgson 10/10 4/4 4/4 4/4
Robin Rowland 10/10 4/4 - 4/4
David Thompson? 9/9 3/3 - -

1 Roger Devlin was appointed to the Board on 1 September 2013.
2 David Thompson stepped down from the Board on 31 August 2013.

As at the date of this report, our Board consists of nine Directors.
In addition to the Chairman, Roger Devlin, there are five Non-
executive Directors and three Executive Directors. Following
David Thompson’s indication that he intended to step down from
the Board a sub-committee of the Board, led by Lord Hodgson,
appointed the external agency KORN/FERRY Whitehead Mann
who identified a suitable shortlist of candidates for the Nomination
Committee’s consideration. Roger Devlin was appointed as
Chairman of the Board on 1 September 2013. Roger’s extensive
board experience and knowledge of the hospitality and leisure
industries compliments the skills, experience and knowledge of
the Board.

Peter Dalzell was appointed to the Board on 3 October 2012
as an Executive Director.
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Lord Hodgson has confirmed he will retire from the Board
following the 2014 AGM. Neil Goulden will assume the role of
Senior Independent Director and Chairman of the Remuneration
Committee from that date. Neil’'s extensive experience across a
wide range of roles and his membership of the Low Pay
Commission will provide a unique sense of perspective to the
Remuneration Committee.

Nick Backhouse will be appointed as Chairman of the Audit
Committee in place of Neil. Nick is a Chartered Accountant and
his extensive financial experience means he is ideally placed to
chair the Audit Committee.

We consider all of our Non-executive Directors to be independent
and the following chart portrays the balance of the Board as at
the date of this report:

33%

56 %
B Chairman
B Executive Directors
B Non-executive Directors

Significant commitments of the Directors held outside of
Marston’s are disclosed prior to appointment and on an ongoing
basis where there are any changes. Actual and potential conflicts
of interest are regularly reviewed. The Articles of Association
allow the Board to authorise potential conflicts of interest and to
impose any limits or conditions it sees fit. All of our Directors are
required to allocate sufficient time to the Company to discharge
their responsibilities effectively and this is reviewed as part of the
annual evaluation process.

The former Chairman, David Thompson, is a Director of Ragleth
Limited, the controlling shareholder of Anglia Maltings (Holdings)
Limited and a supplier to the Company. All contracts are
concluded on ordinary commercial terms without David
Thompson being present in contract negotiations or in the event
of any consideration of these by the Board. The former Chairman
has no controlling interest in Ragleth Limited and consequently
the transactions between the Company and Ragleth Limited are
not related party transactions as defined by International Financial
Reporting Standards.



The Code recommends that an evaluation of the effectiveness of
the Board and its Committees is conducted annually and that this
process is externally facilitated at least every third year. This year
the evaluation process was externally facilitated, having last been
carried out this way in 2010/11.

The evaluation, conducted by Equity Communications Limited,
involved a questionnaire designed to assess current Board
processes and procedures, its composition, allocation of priorities
and management of risk with the aim of assisting the new
Chairman in framing the future focus of the Board. The review of
the Committees focused on their performance throughout the year,
whether the agendas covered their remits and the effectiveness of
their communications with the full Board.

A report was prepared for the Board on its effectiveness and that
of its Committees. The report concluded Marston’s Board is
sound, well-rounded and highly functional and that the Board and
its Committees continued to operate effectively. The atmosphere is
collegiate but appropriately challenging and there are no
significant areas of concern. Whilst the report highlighted the
quality of information provided to the Board, we have adopted the
recommendation to review the format in which papers are
delivered. The review also identified a number of areas for the
Board to integrate into its annual forward agenda to enhance the
following:
e balance between monitoring past performance and
considering the future of the business;
e focus on the execution of strategy; and
e consideration of succession planning, recruitment and culture.

The Board is of the opinion, supported by the Nomination
Committee, that each Director continues to make an effective
and valuable contribution and demonstrates commitment to his
or her role.

The Chairman will take on the responsibility for ensuring that
Directors continually update their skills, knowledge and familiarity
with the Company. The Chairman will conduct development
reviews with each Director and, where necessary, the Company
will provide resources to meet development requirements for
individual Directors.

All Directors receive a tailored induction programme on joining
the Board.

During the year the Board held three meetings at sites other than
at Head Office in Wolverhampton, visited a number of its
managed pubs and met with local management to further its
understanding of operational matters. Individually, the Non-
executive Directors spent time with senior managers visiting
managed and tenanted pubs and our regional breweries. There
are regular opportunities for the Directors to meet with senior
management in the pubs and breweries to maintain and deepen
their understanding of our business.

The Chairman agrees the agenda for each meeting in conjunction
with the CEO and Company Secretary. Board and Committee
members are supplied with briefings on substantive issues in
advance of meetings and there is a regular timetable of matters for
consideration during the year. Board papers are circulated at least
seven days prior to each Board or Committee meeting to ensure that
Directors have sufficient time to review them before the meeting.
Regular reports cover the Company’s financial position, risk
management and regulatory compliance. Updates on activities
across each operating division and performance against targets are
reported to the Board through the senior operating managers in a
monthly summary of key business operations.

The Company Secretary advises the Board, through the
Chairman, on all governance matters. All Directors have access
to her advice and services. If necessary, Directors may seek
independent professional advice at the Company’s expense in
the performance of their duties.

Shareholders will consider the election of Roger Devlin at the AGM
and he will be subject to annual re-election thereafter. All other
Directors offer themselves for re-election at each AGM. Details of
each Director serving on the Board at the date of this Report are set
out on pages 26 to 27 and, with the exception of Lord Hodgson, shall
be set out to shareholders in the papers accompanying the election
and re-election resolutions for the AGM.
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CORPORATE GOVERNANCE REPORT contiNnuED

NOMINATION COMMITTEE
MESSAGE FROM THE CHAIRMAN OF THE NOMINATION COMMITTEE

‘ v
) 4

Dear Shareholder

Following my appointment as Chairman of the Company and Nomination Committee in September 2013, the initial focus of the
Committee will be the further development of the long-term succession plans for the Board. The assessments and outputs from the recent
externally facilitated Board evaluation will also inform a review of the composition and structure of the Board and its Committees to
ensure that they best service the needs of the Company and its shareholders.

Roger Devlin
Chairman of the Nomination Committee

Roger Devlin (from 1 September 2013) e Ensure the Board and its Committees have the right balance
David Thompson (until 31 August 2013) of skills, knowledge and experience.
Nick Backhouse e To plan for the orderly succession of Directors to the Board
Rosalind Cuschieri and other senior executives.
Ralph Findlay e To identify and nominate suitable candidates for Executive
Neil Goulden and Non-executive Director vacancies having regard to,
Lord Hodgson amongst other factors, the benefits of diversity, including
Robin Rowland gender diversity.
Attendees: Terms of reference:
Other Executive Directors, senior management and external Full terms of reference of the Committee can be found in the
advisers may be invited to attend meetings. Investors section of the Company’s website.
Activities

The Nomination Committee met four times during the year, specifically to consider the recruitment and appointment of a new Chairman
and to consider and appoint Richard Westwood as the new Managing Director of Marston’s Beer Company.

The Committee also considered the membership of the Board and each of its Committees and, using the output from the Board evaluation, is
actively reviewing the long-term succession planning process for Non-executive Directors to ensure the structure, size and composition of the
Board and its Committees continues to be effective, thus ensuring appropriate levels of corporate governance and best practice.

The effectiveness of the Committee was considered as part of the wider Board evaluation process. The Board concluded that it is
satisfied that the Committee continues to perform its duties in accordance with its terms of reference.

Finally, the Committee considered the effectiveness and commitment of each Director standing for election or re-election at the 2014

AGM and, having concluded that their performance continues to be effective, recommends the election or re-election of each Director to
its shareholders.
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The way we manage our pubs, breweries and brands reflects the
preferences of many different consumer and customer types; it is
therefore vital that our management of the business has appropriate
regard for diversity when making decisions.

At Marston’s, we consider that diversity includes (but is not limited
to) personal attributes and characteristics, gender, ethnicity, age,
disability and religious belief. Our aim is to promote equality,
respect and understanding, and to avoid discrimination.

On the Board, succession planning is informed by guidance
provided by the Financial Reporting Council (FRC) and the
Department for Business, Innovation & Skills (BIS) on both Board
Effectiveness and Gender Diversity, and recruitment to the Board
recognises the benefits of diversity. When recruiting, we require
that executive search firms used have signed up to their industry’s
Voluntary Code of Conduct (prepared in response to the Davies
Review of Women on Boards). We do not have a specific target for
numbers of female Directors, and make appointments on the basis
of merit.

The Board, through the CEO, takes overall responsibility for
diversity and equality below Board level. We have a code of
behaviour which is communicated throughout Marston’s: to
behave Fairly, with Integrity, and Transparency. We have a
Whistleblowing Policy intended to ensure that concerns can be
raised without adverse effect on the reportee’s career and
development at Marston’s. Further details of Marston’s approach
to diversity can be found on the website www.marstons.co.uk/
responsibility/caringforouremployees

In relation to compliance with the Code, the Board has given
consideration to whether the Annual Report and Accounts, taken
as a whole, is fair, balanced and understandable. The preparation
of this document is coordinated by the Finance and Company
Secretariat teams with Group-wide support and input from other
areas of the business. Comprehensive reviews are undertaken at
regular intervals throughout the process by senior management and
other contributing personnel within the Group.

The Board is responsible for the Company’s systems of internal
control and risk management. The Executive Directors are
responsible for the implementation of internal control and risk
management systems, which are designed to manage rather than
eliminate risk. By their nature, such systems provide only a
reasonable and not absolute defence against material errors, losses,
fraud or breaches of the law.

The key features of the internal control system are:

e A clearly defined management structure operating within a
framework of policies and procedures covering authority
levels, responsibilities and accountabilities.

e A detailed formal budgeting process for all Group activities,
with the annual Group budget and projections for future years
being formally approved by the Board.

e Established procedures for planning, approving and monitoring
capital expenditure and major projects.

e Board approval is needed for all major investment, divestment
and strategic plans and programmes.

e At each meeting the Board reviews financial and non-
financial progress towards the Company’s goals.

e An internal audit function that scrutinises internal controls
and conducts audits on controls associated with key risks of
the business, and which recommends improvements.

There is an ongoing process for identifying, evaluating and
managing the significant risks faced by the Group. The Board
reviews the risks annually and the senior management team
identify and regularly review the top risks with their management
teams and the Corporate Risk Director. These reviews cover
strategic, financial, operational and compliance risks.

Managers are required to identify key internal controls for each of
the risks they are responsible for. The identified risks are classified
and recorded in the Group’s risk register.

The internal audit strategy takes into account the key business
risks of the Group and provides assurance to the Audit
Committee on the effectiveness of the internal control
environment in mitigating the risks to an acceptable level. The
risk management programme provides vital information to ensure
that the internal strategy provides sufficient coverage of the
critical areas of internal control.

In 2013 Marston’s set up a Compliance Committee chaired by the
Corporate Risk Director, in order to monitor all areas of legal
compliance across the Company. The Committee is responsible for
maintaining a register of legislation appertaining to Marston’s
activities, and seeking confirmation of compliance from
management on a regular basis. Breaches in compliance will be
reported by the Committee to the Board; in addition the Committee
will report its operations biannually to the Board. The Committee
meets quarterly, and includes representatives from across the
business, in order to consider any emerging areas of legislation or
challenges to existing compliance.
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CORPORATE GOVERNANCE REPORT contnuED

AUDIT COMMITTEE
MESSAGE FROM THE CHAIRMAN OF THE AUDIT COMMITTEE

N\
Dear Shareholder

Each member of the Committee, all independent Non-executive Directors, contributes their own financial experience to effectively
assess the external and internal audits of the Company and the internal control and risk management systems.

As indicated last year, the Committee has conducted a formal review of the external Audit, inviting a number of audit firms to tender for
this work including one of the mid-tier firms outside of the ‘Big 4’. In assessing the tender proposals and presentations received, the
Committee considered the ability of each firm to deliver a timely and efficient audit, relevant sector experience and knowledge of key
audit issues, the wider services provided to the Company and the price. The Committee concluded that PwC continue to provide an
effective audit service and that no other firm offered anything sufficiently different to justify a change of external Auditor. As a
consequence, the Committee recommends their re-appointment.

Neil Goulden
Chairman of the Audit Committee

Neil Goulden e Reviewing the integrity of the Company’s financial

Nick Backhouse statements including the Interim Results and the Annual
Rosalind Cuschieri Report and Accounts.
Lord Hodgson e Reviewing the effectiveness of the internal controls and risk

management system.

e Reviewing the Company’s systems for detecting fraud,
preventing bribery and allowing employees to raise concerns
in a safe and confidential manner.

e Reviewing the effectiveness of the Internal Audit function.

e Overseeing the relationship with the external Auditors,
specifically reviewing and approving their fees, the terms of
engagement and their objectivity and independence on an
annual basis.

Attendees: Terms of reference:
The Corporate Risk Director and external Auditors attend each Full terms of reference of the Committee can be found in the
meeting. Other individuals, such as the CEO, Chief Financial Investors section of the Company’s website.

Officer (CFO), are usually invited to attend all or part of the
Committee’s meetings. At least once a year, the external Auditors
meet the Committee without any Executive Director present.
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In assessing the work of the external Auditors, the Committee
found itself satisfied with the scope of their work, their
effectiveness, tender proposal and presentation and fee proposal
and recommended their re-appointment to the Board. The external
Auditors conduct an annual review of their independence
identifying all services provided to the Group and assessing
whether the content and scale of such work is a threat to their
independence. The audit partner is changed at least once every
five years and a new partner was appointed during this period. The
new partner observed the 2011/12 audit to ensure continuity
following the changeover. Following this year’s review the Auditors
concluded that there are no factors which would impair their
objectivity and independence. The Committee is satisfied with the
safeguards in place to protect the independence and objectivity of
the service provided by the external Auditors.

The Committee accepts that some non-audit work is most
appropriately undertaken by the Auditors. Where such work is
expected to be in excess of a specified amount, the Chairman of the
Audit Committee must approve the work. Below that amount, the
CFO has authority to approve such work once he is satisfied that the
Auditors are the most appropriate providers. The Group has used
other accounting firms for some non-audit work. In each case,
consideration was given to the need for value for money, experience
and objectivity required in the particular circumstances.

During the year the Committee met four times to consider and
review the risks to the Group, the internal control and risk
management systems, to assess the annual internal audit plan
and to review the audit tender proposals and presentations
received. The Corporate Risk Director presented to each of the
meetings. The Committee also considered the Annual Report and
Accounts and Interim Results. In order to provide the Committee
with the opportunity to review and challenge the integrity of the
Company’s financial reports, the external Auditors attended each
meeting. The external Auditors also presented their audit strategy,
findings and conclusions in respect of the Annual Report and
Accounts or Interim Results.

In addition the Committee reviewed a number of standing items
including the Group’s Whistleblowing Policy and arrangements
thereunder, matters arising from internal audits and compliance
and legal developments.

In recommending the Interim Results and Annual Report and

Accounts to the Board for approval, the Committee reviewed

the accounting for and disclosure of the following matters:

¢ The annual valuation of properties: the Committee concluded
that the carrying value of properties was appropriate and
endorsed management’s proposal to increase the frequency
of full external valuations from every five to three years,
supplemented by the internal valuation process.

¢ The classification of exceptional items including:

— Reorganisation costs: the Committee was comfortable with
management’s assessment that the costs identified as a
result of the pub estate restructuring should be recognised
as exceptional.

— Following the Court of Appeal’s unanimous judgement in
October 2013, against The Rank Group Plc, in relation to
the VAT treatment of gaming machine income and
Marston’s own claim in respect of this matter, a provision
has been recognised in the accounts as HM Revenue &

Customs may seek repayment of the amount originally paid
plus interest. The Committee agreed that this item should
be classified as exceptional.
The Committee also assessed the quality of earnings in
assessing the completeness of exceptional items and
considered the requirements for further disclosure.
¢ Valuation of financial instruments: the Committee
acknowledged that there continues to be volatility in the
relative fair values of the financial instruments and concluded
that the valuation in the accounts, which is based on the
counterparty calculations, represents an appropriate and
consistent approach with prior years.
e Other matters: the Committee considered and agreed the key
judgements made in relation to corporate and indirect tax
matters and the valuation of pension assets and liabilities.

Information on the Remuneration Committee, its membership and
activities is given in the Directors’ Remuneration Report on pages
38 to 53. A resolution to approve the Directors’ Remuneration
Policy will be proposed at the AGM and, if approved, will be
effective from 5 October 2014. The Report also comprises the
Annual Report on Remuneration and this is subject to an advisory
vote at the AGM.

Engagement with our shareholders is essential to ensure a
greater understanding of and confidence in the medium and
longer-term strategy of the Company and in the Board’s
ability to oversee its implementation.

An investor relations programme is in place between the Executive
Directors and institutional shareholders, fund managers and analysts.
The CEO and CFO meet with Private Client Fund Managers in a
number of locations on a quarterly basis. Matters such as strategy,
performance, management and governance are discussed within the
constraints of information already made publicly available.

The Board considers it important to understand the views of
shareholders and issues which concern them. At least twice each
year, it receives written feedback from analysts and institutional
shareholders on their meetings with Executive Directors. During the
year the Chairman and Senior Independent Director were available
to meet with the Company’s major institutional investors who are
also offered the opportunity to meet with newly appointed Directors.

The Company Secretary oversees communication with private
individual shareholders on behalf of the Board. The Annual Report
and Accounts is the principal means of communication and the
Company’s website is an important method of communication for
the majority of its shareholders providing comprehensive share
price information, results presentations, financial calendars and
announcements.

The AGM is an opportunity for the Board to communicate with all
of its shareholders. Recent trading performance and
developments in the business are presented prior to the formal
business of the meeting. Shareholders are invited to ask
questions during the meeting, which is followed by an opportunity
to meet with the Directors on an informal basis. All of our
Directors attend and have dialogue with our shareholders at our
AGM. The Company will release the results of voting, including
proxy votes on each resolution, on its website on the next
business day at www.marstons.co.uk/investors
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REMUNERATION COMMITTEE CHAIRMAN — ANNUAL STATEMENT

On behalf of the Board, | am pleased to present the Remuneration
Report for the period ended 5 October 2013, which sets out the
remuneration policy for the Directors of Marston’s and the amounts
earned in respect of the period ended 5 October 2013. The
Government has introduced new regulations which impact on the
presentation and disclosure of Directors’ remuneration and the lay-
out of this report reflects those new regulations.

The Remuneration Committee remains committed to a responsible
approach to executive pay, particularly given the continuing
challenges of the economic environment. As described in the
Strategic Report, Marston’s earnings are broadly in line with last year
and, as the underlying premise of a bonus scheme is to reward
growth, no annual bonus was earned by the Executive Directors in
respect of the period ended 5 October 2013. Furthermore, EPS
growth over the three year performance period ending 5 October
2013 was less than RPI +3% and as a result the Long Term
Incentive Plan (LTIP) awards granted in July 2010 lapsed.

Base salary increases for Executive Directors were 3% which
was in line with the range of salary increases across the Group.

The current LTIP was adopted by shareholders in 2004 and
expires in 2014. This has prompted the Remuneration Committee
to review the efficacy of the incentive arrangements which form
part of the Marston’s executive remuneration policy. This also
provided an opportunity for the Remuneration Committee to
ensure that future arrangements are fully aligned to the strategic
direction of the Company, whilst delivering genuine recognition of
performance. The Remuneration Committee determined that the
current LTIP performance measure (EPS growth) does not fully
reflect Marston’s strategic objectives: delivery of sustainable
growth; increasing return on capital and reducing leverage. The
Remuneration Committee concluded the LTIP performance
measures should be consistent with these objectives and at the
same time provide longer term stretching performance targets
thus ultimately delivering enhanced shareholder value.

Therefore, after extensive consultation with, and good support
from, our major shareholders, shareholder approval for a new
LTIP is being sought at the AGM and the Remuneration
Committee intends to implement the following changes to the
long term incentive arrangements for 2013/14:
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¢ The performance measures for awards granted under the
LTIP in 2013/14 will be a combination of Return on Capital,
Free Cash Flow, and relative Total Shareholder Return. The
actual performance measures and targets for LTIP awards to
be granted in 2013/14 are set out on page 49.

e The maximum award under the new LTIP will be increased
from 100% of salary to 125%. The Remuneration Committee
considers that a maximum award of 125% is appropriate given
the level of stretch in the proposed targets, without
encouraging excessive risk. In conjunction with the increase in
maximum potential, the Remuneration Committee proposes
that the amount that will vest at threshold is reduced from 35%
to 25% of the maximum award. This means that, with a
maximum opportunity of 125% of salary, the threshold amount
earned would be 31.25% of salary compared to 35% under
the existing LTIP.

¢ The Remuneration Committee is also conscious that, due to its
age, the 2004 LTIP rules do not reflect best practice in terms of
governance and administration of incentive awards. The 2014
LTIP therefore includes updated provisions to reflect current
best practice, including “clawback” provisions and treatment of
leavers. A summary of the key terms of the proposed 2014
LTIP rules is set out in the notice of the AGM.

The Remuneration Committee is not proposing any changes in
respect of the annual bonus for 2013/14 and other benefits,
including pension provision, will be maintained at existing levels
(other than an increase in total pension contribution and salary
supplement from 15% to 20% of salary for Andrew Andrea which
took effect from October 2012 following a review of market rates
and this rate will apply for Executive Directors’ appointments in
the future).

The Remuneration Committee believes these changes are in the
best interests of the Company. We recognise the expectations of
our shareholders on executive pay and our history should
demonstrate clearly that the Remuneration Committee
approaches such issues with caution and sensitivity.

@:1»; Modpe. |

Chairman of the Remuneration Committee

Note

This Report has been prepared on behalf of the Board and has been approved by
the Board. The Report complies with the Large and Medium Sized Companies
and Groups (Accounts and Reports) (Amendment) Regulations 2013, the 2012
UK Corporate Governance Code (the Code) and the Financial Conduct Authority
Listing Rules.

To reflect the requirements of the revised remuneration reporting regulations this

Report is presented in two sections:

e The Directors’ Remuneration Policy sets out the forward-looking
remuneration policy;

e The Annual Report on Remuneration provides details on the amounts earned
in respect of the period and how the policy will be operated for the period
commencing 6 October 2013.

The final additional information section at the end of this Report includes disclosures
required by the UKLA Listing Rules 9.8.6 and 9.8.8. For future periods these
requirements will be removed but for the period ended 5 October 2013 Marston’s is
required to provide information under both the revised remuneration reporting
regulations and the Listing Rules.



This part of the report sets out the Company’s Directors’ remuneration policy which will be subject to a binding vote at the 2014 AGM
and take effect from 5 October 2014. The policy is determined by the Company’s Remuneration Committee (“the Committee”).

Purpose and link Core element of fixed remuneration, reflecting the size and scope of the role.

to strategy

Operation

Opportunity

Performance
metrics

Purpose and
link to strategy

Operation

Opportunity

Performance
metrics

Purpose is to recruit and retain Directors of the calibre required for the business.

Reviewed annually and usually fixed for 12 months commencing 1 October.

Whilst Executive Directors are contractually entitled to an annual review of their salary, there is no entitlement
to an increase as a result of this review.

Salary levels are determined by the Committee taking into account a range of factors including:

e role, experience and performance;

o alignment with workforce;

e prevailing market conditions; and

e external benchmarks for similar roles at comparable companies.

Salary increases are reviewed in the context of salary increases across the wider Group. The Committee
considers any increase which is out of line with these very carefully and such increases may be awarded where

there is a reason to do so taking into account relevant factors. These circumstances may include but are not
limited to:

e increase in scope and responsibility;
e promotional increase to Executive Director; or
e asalary falling significantly below market positioning.

Not applicable, although the individual’s contribution and overall performance is one of the considerations in
determining the level of any salary increase.

Ensures the overall package is competitive.

Purpose is to recruit, and retain Directors of the calibre required for the business.

Participation in the Save as You Earn scheme (SAYE) creates staff alignment with the Group and promotes a
sense of ownership.

Executive Directors receive benefits in line with market practice which include a car allowance, private medical
insurance and life assurance.

The SAYE is a HMRC approved monthly savings scheme facilitating the purchase of shares at a discount.

Other benefits may be provided based on the role and individual circumstances. These may include, for example,
relocation and travel allowances.

Set at a level which the Committee considers appropriate against the market and provides a sufficient level of
benefit based on individual circumstances.

SAYE contribution as permitted in accordance with the relevant tax legislation.

Not applicable.
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Purpose and link Rewards performance against annual targets which support the strategic direction of the Company.

to strategy Compulsory deferral into shares aligns Executive Directors with shareholder interests and provides a retention
element.
Operation Targets are set annually and any pay-out is determined by the Committee after the period end, based on

performance against those targets. The Committee has discretion to vary the bonus pay-out should any
formulaic output not reflect the Committee’s assessment of overall business performance.

Any bonus earned in excess of 40% of the maximum award is usually payable in shares in the Company which
will be deferred for a period of three years. Executive Directors can opt to defer a greater proportion if they wish.
Deferral of any bonus earned is subject to a de minimis limit of £5,000.

A claw-back (malus) provision gives the Remuneration Committee the right to cancel unvested shares if an act or
omission of the participant contributes to a material misstatement of the Group’s financial statements or results in
material loss or reputational damage for the Company.

As with all Company bonuses, they remain discretionary and can be adjusted or removed at the Company’s
discretion. In the case of Executive Directors this discretion lies with the Remuneration Committee.

Opportunity Maximum bonus opportunity is 100% of base salary.
Performance Financial targets are set each year reflecting the business priorities that underpin Group strategy and align to
metrics financial key performance indicators which may include Group profit and Return on Capital measures.

At least 50% of the award will be based on Group profit.

Payments range between 0% and 100% of base salary with 50% of the maximum entitlement for each measure
payable for on-target performance.

For achievement of the maximum performance level (the highest level of performance that results in any
additional payment) 100% of the maximum opportunity will vest.

There is usually straight-line vesting between the threshold and target performance levels and between target and
maximum performance levels.

The Committee has the discretion to vary the vesting schedules by reducing the percentage that vests at each
performance level but not by increasing the percentage that vests.

Purpose and link Incentivises Executive Directors to deliver against the Company’s strategy over the longer term.

to strategy Long term performance targets and share-based remuneration support the creation of sustainable shareholder
value.
Operation The Committee intends to make long term incentive awards under the new LTIP which will be put to shareholders

for approval at the 2014 AGM.

Under the new LTIP, awards of conditional shares, restricted stock or nil cost options (or similar cash equivalent)
can be made with vesting dependent on the achievement of performance conditions, normally over a three year
performance period.

Awards may vest early on a change of control (or other relevant event) subject to satisfaction of the performance
conditions and pro-rating for time, although the Remuneration Committee has discretion to increase the extent of
vesting having due regard to performance over the period to vesting.

As described on page 45, LTIP awards may also vest early in “good leaver” circumstances.

Under the new LTIP the Remuneration Committee has the right to reduce any LTIP awards which have not yet
vested (i.e. a malus provision) if an act or omission contributes to a material misstatement of the Group’s financial
statements or results in material loss or reputational damage for the Company.

The Committee may at its discretion structure awards as Approved Performance Share Plan (APSP) awards. APSP
awards enable the participant and company to benefit from HMRC approved option tax treatment in respect of part
of the award, without increasing the pre-tax value delivered to participants. APSP awards may be structured either
as an approved option for the part of the award up to the HMRC limit (currently £30,000) with an unapproved
option for the balance and a “linked award” to fund the exercise price of the approved option, or as an approved
option and a LTIP award, with the vesting of the LTIP award scaled back to take account of any gain made on
exercise of the approved option.
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Opportunity

Performance
metrics

The normal maximum award size will be 125% of base salary in respect of any financial year.

In exceptional circumstances the Remuneration Committee reserves the right to award up to 200% of base
salary in respect of any financial year.

These limits do not include the value of shares subject to any approved option granted as part of an APSP
award.

The vesting of LTIP awards is subject to the satisfaction of performance targets set by the Remuneration
Committee.

The performance measures are reviewed regularly to ensure they remain relevant but will be based on financial
measures and/or share price growth related measures, including (but not exclusively):

o free cash flow;

e return on capital employed; and

o relative total shareholder return.

The relevant metrics and the respective weightings may vary each year based upon Company strategic priorities.
For 2014, the performance measures and weightings will be:

o 40% free cash flow;

e 40% return on capital employed; and

e 20% relative total shareholder return.

For the achievement of threshold performance no more than 25% of each respective element of the award
will vest.

For the achievement of maximum performance 100% of each respective element will vest.
There will be straight-line vesting between threshold and maximum performance.

The Committee will regularly review the performance conditions and targets to ensure they are aligned to
Marston’s strategy and remain challenging and reflective of commercial expectations.

The Committee has the discretion to vary the vesting schedules by reducing the percentage that vests at each
performance level but not by increasing the percentage that vests.

Purpose and link To recruit and retain Directors of the calibre required for the business.

to strategy

Operation

Opportunity

Performance
metrics

Provides market competitive post-employment (or cash equivalent) benefits.

Executive Directors are eligible to participate in the defined contribution pension scheme (or such other
pension plan as may be deemed appropriate) and, if a member before closure of the scheme, the defined
benefit scheme.

The defined benefit scheme was closed to new entrants from 29 September 1997. Executive Directors who are
members of the closed scheme can continue to receive benefits in accordance with the terms of this scheme.

In appropriate circumstances, Executive Directors may take a salary supplement instead of contributions into a
pension plan.

Ralph Findlay, who was previously a member of the defined benefit scheme has opted to no longer accrue future
benefits and instead receives 25% of base salary as a salary supplement in lieu of pension contributions.

All the other Executive Directors (including any new appointments) may receive contributions of up to 20% of
base salary under the defined contribution pension scheme, an equivalent cash allowance or a combination of the
two (up to 20% of base salary).

Active members of the defined benefit pension scheme continue to accrue benefits under this scheme.

Not applicable.
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Purpose and link Sole element of Non-executive Director remuneration set at a level that reflects market conditions and is sufficient
to strategy to attract individuals with appropriate knowledge and experience.

Operation Fees are reviewed every two years and amended to reflect market positioning and any change in responsibilities.

The Committee recommends the remuneration of the Chairman to the Board. Fees paid to Non-executive
Directors are determined and approved by the Board as a whole.

The Non-executive Directors do not participate in the annual bonus plan, any of the Group’s share incentive
plans nor do they receive any benefits or pension contributions.

Opportunity Fees are based on the level of fees paid to Non-executive Directors serving on Boards of similar-sized UK-listed
companies and the time commitment and contribution expected for the role.

Non-executive Directors receive a basic fee and an additional fee for further duties (for example chairmanship of a
committee or senior independent director responsibilities).

Performance Not applicable.
metrics

The Remuneration Committee reserves the right to make any remuneration payments and payments for loss of office notwithstanding that
they are not in line with the Policy set out above where the terms of the payment were agreed:

(i) before the Policy came into effect; or
(i) at a time when the relevant individual was not a Director of the Company and, in the opinion of the Remuneration Committee, the
payment was not in consideration for the individual becoming a Director of the Company.

For these purposes the term payments includes the Remuneration Committee satisfying awards of variable remuneration and, in relation to
an award over shares, the terms of the payment are agreed at the time the award is granted. For the avoidance of doubt, the Remuneration
Committee’s discretion includes discretion to determine, in accordance with the rules of the current LTIP, the extent to which awards under
that plan may vest in the event of a change of control or in a ‘good leaver’ circumstance.

The Committee may make minor changes to this Policy, which do not have a material advantage to Directors, to aid in its operation or
implementation taking into account the interests of shareholders but without the need to seek shareholder approval.
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Explanation of performance metrics chosen

Performance measures are selected that are aligned to the Company’s strategy. Stretching performance targets are set each year for the
annual bonus and long term incentive awards. In setting these stretching performance targets the Committee will take into account a
number of different reference points which may include the Company’s business plans and strategy and the market environment. Where
relative total shareholder return is used there will be no payment for performance below median (compared to the comparator group).

The annual bonus performance targets reflect key financial objectives of the Company and reward for delivery against these.

The LTIP performance targets reflect the Company’s strategic objectives and therefore the financial and strategic decisions which

ultimately determine the success of the Company. The LTIP performance measures will be based on financial measures and/or share

price growth related measures, including (but not exclusively):

e Cash Return On Cash Capital Employed — this is a key driver of shareholder value and reflects Marston’s investment/disposal plans
and the Balance Sheet.

e Free Cash Flow — this reflects the operating cash flow of the business after tax and interest which is available to return to
shareholders as dividends; to reinvest to increase returns; or to pay down debt.

o Relative Total Shareholder Return — aligns management’s objectives with those of shareholders and is a broad measure of the extent to
which Company strategy is considered appropriate by the market as well as the extent to which it is being well implemented.

The Remuneration Committee retains the discretion to adjust the performance targets and measures where it considers it appropriate to
do so (for example, to reflect changes in the structure of the business and to assess performance on a fair and consistent basis from year
to year).

lllustration of application of Remuneration Policy

The charts below show the relative split of remuneration between fixed pay (base salary, benefits and pension) and variable pay (annual
bonus, deferred bonus plan (DBP) and LTIP) for each Executive Director on the basis of minimum remuneration, remuneration receivable
for performance in line with the Company’s expectations and maximum remuneration (not allowing for any share price appreciation).

Ralph Findlay Andrew Andrea Peter Dalzell
Minimum In line with Maximum Minimum In line with Maximum Minimum In line with Maximum
£2,0000 m L T|p expectations £2,000 M LTIP  expectations £2,000 g LT)p expectations
. B Annual bonus £1,795 . B Annual bonus ® Annual bonus
1’1\1 illustratigg-they patential reward the followmg assumptigns hgye been made: _ m Fixed pay
€N 4 €N €N
§ =Y Bfed pay §L oY Annual bonus and DBP § =Y LTIP
= .. . = . = . £1,231
SMinimym performance Fixed elegents of remuneration | No bgnjiy og § No LTIP vesting
— U065 - - R
LfdAdAnce in line witls | are base %]@{ml@eneﬁts and 50% of sajary delivered gr‘“ 0001 25% of maximum awafd Vesting
pectatiggs, " {rpension £ ¢ dshieving target performnee |, (.. 31 259888 alary) fov,
o b - °
% el - | ooy m % 8687eving threshold
©  £500 sa a@,g%thﬁ afesh Known i o ° ©  £500

ry (i.e. the sala: tive

6 October 201 the
awarded for

1e for benefigs h: )
assumed to be equivalent to delivering at or above the o otsald CTedo
that included in the single highest performance in respect achieving the most stretching
figure calculation on page 46 of the annual bonus measures level of performance measures

attached to the LTIP awards

Awards under the LTIP and deferred shares vesting under the DBP are included at face value with no share price movement included.
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The Company aims to provide a remuneration package that is market competitive, complies with any statutory requirements and is

applied fairly and equitably across the wider employee population. Where remuneration is not determined by statutory regulation, the

Company operates the same core principles as it does for Executive Directors namely;

e We remunerate people in a manner that allows for stability of the business and the opportunity for sustainable long-term growth.

e We seek to remunerate fairly and consistently for each role with due regard to the market place, internal consistency and the
Company’s ability to pay.

With the exception of our pub managers and field-based operations teams, all bonus arrangements within the Group normally have the
same structure and pay-out mechanism as those for Executive Directors.

Participation in the DBP and LTIP is extended to the senior management team at the discretion of the Board and, in line with the policy for
Executive Directors, share ownership is encouraged and LTIP participants are expected to build and maintain a minimum level of
shareholding. We also encourage long term employee engagement through the offer of SAYE to all employees of the Group who meet a
minimum service requirement.

When hiring a new Executive Director, the Committee will typically seek to use the Policy detailed in the table above to determine the
Executive Director’s ongoing remuneration package. To facilitate the hiring of candidates of the appropriate calibre required to implement
the Group’s strategy, the Committee also retains the discretion to include any other remuneration component or award which is outside the
Policy. In determining appropriate remuneration, the Committee will take into consideration all relevant factors (including the quantum and
nature of remuneration) to ensure the arrangements are in the best interests of Marston’s and its shareholders.

The Committee may make an award to “buy-out” incentive arrangements forfeited on leaving a previous employer. In doing so the
Committee will take account of relevant factors including the form of award, any performance conditions attached to these awards and the
time over which they would have vested. The Committee would seek to incorporate buyout awards in line with the Company’s
remuneration framework as far as is practical. The Committee may consider other components for structuring the buy-out, including cash
or shares awards, restricted stock awards and share options where there is a commercial rationale for doing so.

Appropriate costs and support will be covered if the recruitment requires relocation of the individual.

All recruitment awards will normally be liable to forfeiture or “clawback™ on early departure. For Executive Directors, early departure is
defined as being within the first two years of employment.

The maximum level of variable remuneration which may be granted (excluding buy-out arrangements) is three times salary. The
Committee will ensure that such awards are linked to the achievement of appropriate and challenging performance measures and will be
forfeited if performance or continued employment conditions are not met.

Executive Directors’ contracts are on a rolling 12 month basis and are subject to 12 months’ notice when terminated by the Company and
six months’ notice when terminated by the Director. The Committee may, in exceptional circumstances, in order to attract and retain
suitable executives, offer service contracts with up to an initial 24 month notice period which then reduce to 12 months at the end of this
initial period.

The current Non-executive Directors, including the Chairman, do not have a service contract and their appointments, whilst for a term of

three years, may be terminated without compensation at any time. All Non-executive Directors have letters of appointment and their
appointment and subsequent re-appointment is subject to annual approval by shareholders.
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The principles on which the determination of payments of loss of office will be approached are summarised below:

Provision Treatment upon loss of office

Payment in lieu of notice  Payments to Executive Directors upon termination of their contracts will be equal to base salary plus the
value of core benefits for the duration of the notional notice period. Benefits may also include, but are not
limited to, outplacement and legal fees.

They will also be entitled to pension contributions for the duration of the notional notice period. For active
members of the defined benefit pension scheme an equivalent cash allowance will be negotiated.

Annual bonus This will be at the discretion of the Committee on an individual basis and the decision whether or not to
award a bonus in full or in part will be dependent upon a number of factors including the circumstances of
their departure and their contribution to the business during the bonus period in question. Any bonus
amounts paid (as estimated by the Committee) will typically be pro-rated for time in service to termination
and will, subject to performance, be paid at the usual time.

Deferred bonus Any deferred award under the deferred bonus plan will be determined based on the leaver provisions
contained within the deferred bonus plan rules.
For participants leaving before the first anniversary of the date of grant deferred awards will lapse unless the
participant is considered a ‘good leaver’. For a good leaver the deferred award will vest in full. ‘Good leavers’
are participants who leave as a result of redundancy, death, ill-health, injury or disability, the sale of his
employer out of the Group or any other reason at the discretion of the Committee.
For a participant leaving after the first anniversary of the date of grant the award will vest in full unless
employment is terminated for reasons of misconduct (in which case the award will lapse).

New LTIP Any award under the new LTIP would be determined based on the leaver provisions contained within the
new LTIP plan rules.
For ‘good leavers’ new LTIP awards will usually vest at the ordinary vesting point, be subject to performance
conditions and pro-rated for time. ‘Good leavers’ are participants who leave as a result of death, ill-health,
injury or disability, the sale of his employer out of the Group or any other reason at the discretion of the
Committee. In other circumstances LTIP awards will lapse upon the cessation of employment.
The Committee retains the discretion to accelerate vesting and to waive pro-rating for time.

Change of control Upon a change of control incentive awards will usually vest and be subject to performance conditions and
pro-rated for time.
The Committee retains the discretion to waive pro-rating for time.

Mitigation Ralph Findlay’s service contract is formed under a model which was approved by the Committee in 2001
and there is no reduction in payments for mitigation or for early payment as the Remuneration Committee
has taken the view that as a long-standing employee of the Group, full compensation would be merited in
the event of unilateral termination of his employment by the Group.

Andrew Andrea and Peter Dalzell’s service contracts were formed under a new model approved in 2009 and
provide that, subject to formal notice being given by either party, any payment during the notice period will be
reduced by any amount earned in that period from alternative employment as a result of being released to work
for another employer prior to the conclusion of their notice period.

Salary, benefits and performance related rewards provided to employees are taken into account when setting policy for Executive
Directors’ remuneration. Although employees are not actively consulted on Directors’ remuneration the Company has regular contact
with union bodies on matters of pay and remuneration for employees covered by collective bargaining or consultation arrangements.

In October of each year a paper is submitted to the Remuneration Committee by the Group Human Resources Director summarising the
outcome of any annual reviews made to the wider workforce (including head office and supply chain employees but excluding pub based
staff as the majority of these employees have their remuneration rate set by statute rather than the market). This paper is taken into
account when setting Executive Directors’ remuneration effective from the start of October for the following 12 months. In addition, and
where relevant, a similar paper is submitted in October covering the decisions taken by the Executive Committee relating to bonus
payments for employees within the wider workforce. This is taken into consideration by the Remuneration Committee when approving
bonus awards for Executive Directors.

The Committee is committed to open and transparent dialogue with shareholders and welcomes feedback on Executive and
Non-executive Directors’ remuneration.

Prior to the new LTIP being formally put to shareholders, the Committee has had an open dialogue with major shareholders and
institutional investor bodies setting out the proposals and the detailed thinking and planning behind them.
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To align the remuneration of the Executive Directors with the Group’s strategic objectives and the interests of shareholders, our strategic
priorities are reflected in our remuneration principles:

Key Focus Remuneration Principles

Sustainable growth ¢ Ensure that remuneration arrangements support sustainable growth and the long-term objectives of
the Company.

Shareholder interests ¢ Substantial part of the incentive package for Executive Directors is delivered in the Company’s shares

to ensure interests are aligned with shareholders.

e Minimum shareholding requirements for Executive Directors and senior management.

e From 2012/13 bonuses earned in excess of 40% of the maximum opportunity will be payable in shares in
the Company, which will be deferred for a period of three years.

Employee engagement ¢ Ensure Director and senior management salaries are set with reference to the wider workforce.
o Offer an HMRC approved SAYE scheme to all eligible employees.

The policy is designed to ensure that Executive Directors are provided with sufficient remuneration to motivate each individual, together
with appropriate incentives that are aligned to strategy and encourage enhanced performance. The Committee undertakes an annual
review of market practices and commentary and remuneration levels of Directors in similar roles in companies of comparable sizes and
complexity. In addition, they review the levels of remuneration for other employees and the pay increases awarded throughout the
Group; the aim is to reward all employees fairly according to their role, performance, the economic environment and the financial
performance of the Group.

The following parts of the Remuneration Report are subject to audit, other than the elements explaining the application of the
Remuneration Policy for 2013/14.

The table below reports the total remuneration receivable in respect of qualifying services by each Director during the period:

Total salary Taxable Long term  Pension related
and fees benefits  Annual bonus incentives benefits Total
£ £ £ £ £ £
Andrew Andrea 309,000 14,630 0 1,005 61,800 386,435
Peter Dalzell 275,000 14,419 0 0 300,553 589,972
Ralph Findlay 495,000 17,330 0 0 123,750 636,080
Roger Devlin! 15,000 - - - - 15,000
Nick Backhouse 44,500 - - - - 44,500
Rosalind Cuschieri 44,500 - - - - 44,500
Neil Goulden 50,500 - - - - 50,500
Lord Hodgson 54,500 - - - - 54,500
Robin Rowland 44,500 - - - - 44,500
David Thompson? 137,083 117,665 - - 58,691 314,439
1 Roger Devlin was appointed as Chairman on 1 September 2013.
2 David Thompson stepped down as Chairman on 31 August 2013.
tPension
Total salary Taxable term
and fees benefits Annual bonus incentives Total
Behents
A ndrew Andrea £300,000 £14,457 £120,000 47,059 481,482
P eter Dalzell 210,000 14,184 84,000 0 142,005 450,189
R alph Findlay 480,000 17,157 192,000 0 126,533 815,690
Roger Devlin — - - _Long -
Nick Backhouse 28,666 - - - - 28,666
Rosalind Cuschieri 43,000 - - - - 43,000
Neil Goulden 49,000 49,000
Lord Hodgson 53,000 T T T - 53,000
Robin Rowland 43,000 - - 43,000
David Thompson 145,000 -17,157 32,175 194,332
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The figures in the single figure table are derived from the following:

Total salary and fees
Taxable benefits

The amount of salary/fees received in the period.

The taxable value of benefits received in the period. These are car allowance, private medical insurance and,

for David Thompson, payment in lieu of unexpired contractual notice and loss of office details of which are

set out on page 50.

Annual bonus

No annual bonus was earned in the period ended 5 October 2013. A description of Group performance

against which the bonus pay-out was determined is provided on pages 47 to 48.

Long term incentives
the financial period.

LTIP: None have vested in the period.

The value of LTIP awards that vest in respect of the financial period and the value of SAYE options granted in

SAYE: For the period ended 5 October 2013 the long term incentive value includes the value of SAYE options
granted based on the fair value of the options at grant.

Pension related benefits The pension figure represents the cash value of pension contributions received by the Executive Directors. This
includes the Company’s contributions to the defined contribution pension scheme and any salary supplement
in lieu of a Company pension contribution and for individuals in the Company’s defined benefit pension
scheme, it also includes the additional value achieved in the period calculated using the HMRC method (using
a multiplier of 20). Further details of pension benefits are set out on pages 49 and 50.

Base salaries for individual Executive Directors are reviewed
annually by the Remuneration Committee and are set with
reference to individual performance, experience and
responsibilities within the Group as well as with reference to
similar roles in comparable companies. For 2012/13, Ralph
Findlay and Andrew Andrea received a 3% salary increase, which
was in line with the average salary increases across the Group.

For 2013/14, the average salary increase for Executive Directors is
2.6%, which was in line with the average salary increases across the
Group. The base salaries for 2012/13 and 2013/14 are as set out
below:

2012/13 2013/14
base salar y base salary Increase
Andrew Andrea £309,000 £317,000 2.6%
Peter Dalzell £275,000 £282,000 2.6%
Ralph Findlay £495,000 £508,000 2.6%

The remuneration policy for Non-executive Directors, other than
the Chairman, is determined by the Board and is reviewed every
two years. Fees were reviewed in 2012 and reflect the
responsibilities and duties placed upon Non-executive Directors
whilst also having regard to market practice. The Non-executive
Directors do not participate in any of the Group’s share incentive
plans nor do they receive any benefits or pension contributions,
with the exception of David Thompson who stepped down from
the Board on 31 August 2013.

Non-executive Director fees 2012/13 2013/14
Basic fee £44,500 £44,500
Additional fee for
— Chairmanship of the Remuneration

Committee £5,000 £5,000
— Chairmanship of the Audit

Committee £6,000 £6,000
— Senior Independent Non-executive

Director £5,000 £5,000

In 2012/13 David Thompson received remuneration totalling
£212,309 (excluding payments in lieu of unexpired contractual
notice and for loss of office). This comprised salary, benefits and
pension. He did not receive any additional fees for Committee
memberships. David Thompson accrued pension benefits up to the
date of his retirement from the Board, details of which are set out
on page 49. Roger Devlin will receive a fee of £180,000 and will
not receive any pension benefits.

With the exception of our pub managers and field-based
operations teams, all bonus arrangements within the Group have
the same structure and pay-out mechanism, though the maximum
potential award, expressed as a percentage of salary, varies
between different employee groups.

Payments are calculated based upon achievement or exceeding
pre-set targets for both Group profit and Return on Capital
(‘ROC’). For 2012/13, Executive Directors could earn a bonus
equivalent to 50% of base salary for hitting on-target
performance and this increases on a linear basis for performance
above the set targets up to a maximum of 100% of base salary.
For Executive Directors, the bonus agreement includes two
additional conditions:
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e Any bonus earned in excess of 40% of the maximum opportunity is payable in shares in the Company, which will be deferred
for a period of three years; and

e A ‘malus’ provision is operated which gives the Remuneration Committee the discretion to reduce/lapse unvested deferred shares
if an act or omission of the participant contributes to a material misstatement of the Group’s financial statements or results in
material loss or reputational damage for the Company.

The Directors consider that the future Group profit and ROC targets are matters which are commercially sensitive; they provide
our competitors with insight into our business plans and expectations and should therefore remain confidential to the Company.
However, the following table sets out the bonus pay-out to the Executive Directors for 2012/13 and Marston’s actual Group profit
and ROC performance for the period.

Group profit Executive

before Director bonus

exceptional as a percentage

items ROC of salary

2012/13 £88.4m 10.7% 0%

There was no bonus deferral in 2012/13 as there was no pay-out under the annual bonus scheme.

No changes are proposed in respect of the annual bonus scheme for 2013/14. The maximum award under the annual bonus will
remain unchanged at 100% of salary with 50% earned for on-target performance. Performance targets continue to be set at the
challenging levels of previous years, with performance based upon Group profit (two thirds) and ROC (one third). Any bonus
earned in excess of 40% of salary will continue to be awarded in deferred shares paid after a further three years. For the reasons set
out above, the Remuneration Committee considers that the Group profit and ROC targets are commercially sensitive and should
therefore remain confidential to the Company. However, the Remuneration Committee will continue to disclose how the bonus pay-
out delivered relates to performance against the targets on a retrospective basis.

LTIP awards granted in July 2010 and June 2011 were subject to the achievement of an EPS growth performance condition over a three
year period. Awards vest, on a sliding scale with 35% becoming exercisable if annual EPS growth exceeds RPI by 3%. For 100% of an
award to vest EPS growth must exceed RPI by 9% per annum.

EPS growth over the three year performance period ending 29 September 2012 was less than RPI +3% and the LTIP awards granted
in July 2010 lapsed.

The extent to which the LTIP awards granted in June 2011 will vest will not be determined by the Remuneration Committee until

June 2014, therefore an estimate of the level of vesting has been made. On the basis that any formulaic payout does not reflect the
Company’s assessment of overall business performance for the period it has been assumed that this LTIP award will lapse.

In respect of the period ended 5 October 2013 the following LTIP awards were granted:

% of award

Type of Percentage of Number of Face value at vesting at

award salary shares grant threshold Performance period
Andrew Andrea LTIP 100% 210,777 £308,999 35% Financial years
Peter Dalzell LTIP 100% 187,585  £275,000 35% 2012/13 to 2014/15
Ralph Findlay LTIP 100% 337,653  £494,999 35% inclusive

The performance condition for these LTIP awards is as follows:

% of award

EPS performance vesting
EPS growth < RPI +3% p.a. 0%
EPS growth = RPI +3% p.a. 35%
EPS growth = RPI +9% p.a. 100%

Straight- line vesting between these points
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The current LTIP was adopted by shareholders in 2004 and expires in 2014. This has prompted the Remuneration Committee to review
the efficacy of the incentive arrangements which form part of the Marston’s executive remuneration policy. After extensive consultation
with, and good support from, our major shareholders, shareholder approval for a new LTIP is being sought at the AGM.

The key objective for the Remuneration Committee has been to devise a plan which will use appropriate measures consistent with
Marston’s current strategic objectives: delivery of sustainable growth; increasing ROC and reducing leverage. The Remuneration
Committee has therefore concluded that performance measures for the LTIP should be a combination of Return on Capital, Free Cash

Flow, and Relative Total Shareholder Return.

The detailed performance metrics proposed are as follows:

Threshold vesting Vesting Maximum vesting

% linked at 25% of the at 50% of the at 100% of the
to award maximum award maximum award maximum award
CROCCE 40% Base +0.25% Base +0.5% Base +1.0%
FCF 40% Base +7.5% average Base +15% average Base +30% average
growth per annum growth per annum growth per annum

Relative TSR 20% Median Upper quintile

There will be straight-line vesting between the points and no reward below threshold performance. The base amounts will be set at a
level that is considered stretching but without encouraging undue risk.

e CROCCE: Cash Return On Cash Capital Employed. The use
of CROCCE (as opposed to an EBIT return on book value)
removes potential distortions from subjective decisions on
depreciation policy and asset revaluation. CROCCE will be
based on the budget target for 2014. Threshold vesting for this
measure would only be earned if this target is exceeded by
0.25% over the three year period.

FCF: Free Cash Flow. This reflects the operating cash flow of
the business after tax and interest which is available to return
to shareholders as dividends; to reinvest to increase returns; or
to pay down debt. It is more closely aligned to operating
performance than a simple leverage ratio. FCF in 2014 will be
set as a three year cumulative amount based on the budget for

2014, 2015 and 2016 projections. Awards will only be earned if

FCF exceeds that cumulative level at the end of three years by
at least 7.5%.

Relative TSR: Total Shareholder Return compared against
the FTSE 250 (excluding investment trusts). The Remuneration
Committee believe that a wider comparator group is a more
robust and realistic way of measuring how shareholders value
the Company and, furthermore, have set the maximum reward
at upper quintile performance recognising our commitment to
ensuring there are demanding performance targets. In
addition, the Remuneration Committee will require that the
element of the award associated with TSR performance will
only be earned if underlying financial performance supports it.

The weightings for each measure have been set to balance what
the Remuneration Committee consider to be the direction of

focus for management in its day to day direction of the business

with its ultimate responsibility to shareholders. In order to maintain

transparency the Remuneration Committee will disclose how the
Company has performed against each of the performance metrics
following the end of the performance period.

The maximum award under the new LTIP will be increased from

100% of salary to 125%. The Remuneration Committee considers

that a maximum award of 125% is appropriate given the level of

stretch in the proposed targets, without encouraging excessive risk.

In conjunction with the increase in maximum potential the
Remuneration Committee proposes that the amount that will vest at
threshold is reduced to 25% of the maximum award from 35%. This
means that, with a maximum opportunity of 125% of salary, the
threshold amount earned would be 31.25% of salary compared to
35% under the existing LTIP.

The Remuneration Committee is also conscious that, due to their
age, the 2004 LTIP rules do not reflect best practice in terms of
governance and administration of incentive awards. The 2014
LTIP therefore includes updated provisions to reflect current best
practice. A summary of the key terms of the proposed 2014 LTIP
rules is set out in the notice of the AGM.

The defined benefit scheme was closed to new entrants from

29 September 1997. Ralph Findlay left the Marston’s Scheme on
5 April 2012 and takes a salary supplement of 25% of base salary
in lieu of future pension provision. David Thompson ceased to
contribute to and be an active member of the defined benefit
scheme as at 31 August 2013.

The details of pensions accrued in the defined benefit scheme are
shown in the table below:

ey

pension

over 2012/13

Accrued excluding
pension at increase for Normal30.09.13

inflation Retirement
£ £ Date
Peter Dalzell 61,828 14,570 65
Ralph Findlay 105,793 (1,029) 60
David Thompson 180,783 1,195 60

Early retirement can be taken from age 55 provided the Group
gives its consent. The accrued pension will then be reduced to
take account of its early payment.
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On death before retirement, a spouse’s pension is payable equal

to one-third of the member’s pension for Ralph Findlay and Peter
Dalzell, plus a lump sum is payable equal to the Director’s
contributions (including those made via salary sacrifice). On death
after retirement the spouse’s pension payable is two-thirds of the
member’s pre-commutation pension for David Thompson, and
60% for Peter Dalzell and Ralph Findlay.

The Group makes contributions into the Group Personal Pension
Plan (“GPPP”) on behalf of Andrew Andrea. A rate of 20% of base
salary (paid partly as a GPPP contribution and partly as a taxable
cash supplement) is payable in return for a minimum personal
contribution of 7.5%. For the period ended 5 October 2013, the
Group contribution for Andrew Andrea was £61,800, being £20,342
pension contribution and a salary supplement of £41,458.

In 2012/3 Ralph Findlay received a taxable cash supplement of
25% of basic salary in lieu of pension contributions.

There were no payments made to past Directors during the
period in respect of services provided to the Company as
a Director.

On leaving the Company on 31 August David Thompson received a
payment of £101,850. This comprised a payment in lieu of three
months’ unexpired contractual notice of £50,925 and the balance in
respect of compensation for loss of office. Both payments have been
included in David’s taxable benefits figure on page 46.

Executive Directors are expected to build up and maintain a shareholding in the Company equal to at least one times’ salary. As at
5 October 2013, Andrew Andrea held 37%, Peter Dalzell held 23% and Ralph Findlay held in excess of 100% of base salary (based on

the cost of acquisition).

Unvested
Exercised Subjectto  Not subject to Total as at
during performance per formance 5 October
Director Type Owned outright the year conditions conditions 2013
Executive
Andrew Andrea Shares 114,785 N/A N/A N/A 114,785
Nil cost options N/A 0 818,044 N/A 818,044
SAYE options N/A 11,826 N/A 7,330 7,330
Peter Dalzell Shares 61,220 N/A N/A N/A 61,220
Nil cost options N/A 0 459,050 N/A 459,050
SAYE options N/A 0 N/A 20,302 20,302
Ralph Findlay Shares 859,547 N/A N/A N/A 859,547
Nil cost options N/A 0 1,318,513 N/A 1,318,513
SAYE options N/A 0 N/A 20,302 20,302
Non-Executive
Nick Backhouse Shares 0 0
Rosalind Cuschieri Shares 88,126 88,126
Roger Devlin Shares 0 0
Neil Goulden Shares 268,000 268,000
Lord Hodgson Shares 80,972 80,972
Robin Rowland Shares 52,083 52,083
David Thompson Shares 1,665,679 1,665,679*

*as at 31 August 2013
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The following sections of the Remuneration Report are
not subject to audit.

This graph shows the value, at 5 October 2013, of £100
invested in the Company on 6 October 2008 compared to the
value of £100 invested in the FTSE All Share index. The FTSE
All Share Index has been selected as a comparator because the
Company is a member of that index.

Marston’s Net TSR
FTSE All Share Net TSR

100

50

0
Oct 08 Oct 09 Oct 10 Oct 11 Oct 12 Oct 13

LTIP (% of
Annual Bonus maximum
Total (% of ma ximum number of
Remuneration opportunit y) shares)
2012113 £636,080 0.0% 0.0%
2011/12 £815,690 40.0% 0.0%
2010/11 £974,784 46.0% 0.0%
2009/10 £826,677 40.0% 0.0%
2008/09 £640,190 0.0% 0.0%

The table below sets out in relation to salary, taxable benefits and
annual bonus the percentage increase in remuneration for Ralph
Findlay compared to the wider workforce. For these purposes, this
includes head office and supply chain employees but excludes pub
based staff as the majority of these employees have their
remuneration rate set by statute rather than the market.

Wider
Percentage change CEO Workforce
Salary 3.12% 3.0%

Taxable benefits’ - _
Annual Bonus? — _

1. Car allowances remained the same and the related taxable benefits were
amended in accordance with HM Revenue & Customs guidelines. Private
medical insurance premiums increased by 18% for the eligible wider workforce,

including the CEO. The average percentage change in taxable benefits does not
produce a meaningful comparison.

. With the exception of a small number of operational employees within the wider

workforce, no bonuses were payable this year based on Group performance.
Therefore the percentage change in bonus compared to the prior year is not a
meaningful comparison.



The following table sets out the percentage change in
dividends and the overall expenditure on pay (as a whole
across the organisation).

% change
Dividends £34.7m’
Overall expenditure on
pay £154.1m
1 Dividends payable in respect of the period ended 29 September 2012.

2 Dividends payable in respect of the period ended 5 October 2013.

The Remuneration Committee met four times during the period
and comprises Lord Hodgson (Chairman), Rosalind Cuschieri,
Neil Goulden and Robin Rowland all of whom are regarded by
the Company as independent Non-executive Directors.

The Remuneration Committee is responsible for:

e Setting the framework and policy for Executive
Directors’ remuneration;

e Determining the remuneration packages for the
Executive Directors and Chairman;

e Monitoring the level and structure of remuneration for
senior management and approving bonus payments; and

¢ Noting any major changes in employee benefit structures
throughout the Group and ensuring that Executive Director
remuneration practice is consistent with any such changes.

During the period the Committee invited advice from a number of

individuals to ensure its decision making was informed and took

account of pay and conditions in the Group as a whole and wider
market
conditions.

2012 2 013

£36.5m?2 5.2%

£166.1m 7.8%

These individuals comprise:

o Deloitte LLP (Deloitte). Appointed by the Committee in 2003,
Deloitte is retained to provide independent advice to the
Committee as required and have confirmed they remain
independent. During the period, Deloitte has also provided
advice on various tax issues and internal audit services to the
Company. Deloitte is a member of the Remuneration
Consultants Group and, as such, voluntarily operates under
the code of conduct in relation to executive remuneration
consulting in the UK. Deloitte’s fees for providing advice to the
Remuneration Committee amounted to £6,950 (2012: £6,200).

¢ KORN/FERRY Whitehead Mann. Appointed by the Nomination
Committee to lead the search for a new Chairman, the agency
provided advice to the Board as a whole in setting the new
Chairman’s fees.

¢ Ralph Findlay, Chief Executive Officer, provided advice in
respect of the remuneration of the other Executive Directors
but was not in attendance when his own remuneration was
discussed.

e Anne-Marie Brennan, Company Secretary, acts as secretary
to the Committee.
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The Company remains committed to on-going shareholder dialogue and takes an active interest in voting outcomes. The following
table sets out actual voting in respect of the resolution to approve the Directors’ Remuneration Report at the Company’s Annual

General Meeting on 22 January 2013:

Resolution

Approve Remuneration Report

Votes for

97,457,903

% of vote Votes against

99.77% 227,150

% of vote Votes withheld

0.23%

786,844

The text and tables that follow comprise the information required by the UKLA Listing Rules 9.8.6 and 9.8.8 that is not found elsewhere

in the Remuneration Report. This section is audited.

The individual interests for the Executive Directors which represent the maximum aggregate number of shares to which each individual

could become entitled are as follows:

Exercise
At At period
Date of grant‘ 30.09.12 Granted Vested Lapsed 05.10.132 from®
Andrew Andrea 01.07.10 253,699 - - 253,699 0 N/A
24.06.11 292,307 - - - 292,307 24.06.14
15.06.12 314,960 - - - 314,960 15.06.15
20.06.13 - 210,777 - - 210,777 20.06.16
Peter Dalzell 01.07.10 51,026 - - 51,026 0 N/A
24.06.11 50,993 - - - 50,993 24.06.14
15.06.12 220,472 - - - 220,472 15.06.15
20.06.13 - 187,585 - - 187,585 20.06.16
Ralph Findlay 01.07.10 459,534 - - 459,534 0 N/A
24.06.11 476,923 - - - 476,923 24.06.14
15.06.12 503,937 - - - 503,937 15.06.15
20.06.13 - 337,653 - - 337,653 20.06.16

1 Each 2011 grant comprised an HMRC approved option (over 30,769 shares) and an unapproved award for the balance. A corresponding linked award was also made to
enable the participant to fund the exercise of the approved option. Each linked award is satisfied by shares from the Company’s employee benefit trust which are used to

fund the approved option exercise price. These shares are then retained by the trust and not delivered to the participant.

2 The mid-market ordinary share price on 4 October 2013 (5 October being a Saturday) was 145.40p and the daily mid-market share price range during the period was

144.20p to 165.50p.

3 Provided that the required shareholding and the performance conditions are met, options granted under the LTIP will not expire until the tenth anniversary of the date of the

grant. The performance conditions to which awards under the LTIP are subject are set out on page 48.

The individual interests of the Executive Directors under the SAYE scheme are as follows:

At At Option price Exercisable

Date of Grant 30.09.12 Granted Exercised Cancelled 05.10.13 (p) from

Andrew Andrea 25.06.10 11,826 - 11,826 - 0 76.10 01.09.13
19.06.13 0 7,330 0 0 7,330 122.77 01.09.16

Peter Dalzell 25.06.10 20,302 0 0 0 20,302 76.10 01.09.15
Ralph Findlay 25.06.10 20,302 - - 20,302 76.10 01.09.15
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The Group makes contributions into the Group Personal Pension Plan (GPPP) on behalf of Andrew Andrea. A rate of 20% of base salary

(paid partly as a GPPP contribution and partly as a taxable cash supplement) is payable in return for a minimum personal contribution of

7.5%. For the period ended 5 October 2013, the Group contribution for Andrew Andrea was £61,800, being £20,342 pension contribution
and a salary supplement of £41,458.

In 2012/3 Ralph Findlay received a taxable cash supplement of 25% of basic salary in lieu of pension contributions.

The following Directors accrued benefits under the Marston’s Scheme:

Change in
accrued Change in
pension Transfer
over Value over Transfer Value
Accrued 2012/13 2012/13 net of of the increase
pension excluding Transfer Value Transfer Value members’ in the accrued
at increase for at 30.09.13 at 30.09.12 contributions pension
30.09.13 £ inflation ¢ £ £ £ £
Peter Dalzell 61,828 14,570 670,561 473,784 196,777 170,960
Ralph Findlay 105,793 (1,029) 1,863,646 1,772,263 91,383 39,882
David Thompson 180,783 1,195 3,646,612 3,304,427 342,185 137,760

1. The accrued pension is the amount that the Director would receive annually on retirement based on service to the end of the period (or
to date of leaving).

2. The change in accrued pension during the period reflects that inflation over the period has been 3.2%, being the measure of RPI to
September 2013.

3. The Transfer Values at 30 September 2013 are calculated in accordance with the cash equivalent transfer value basis adopted by the
Trustee on 5 September 2012 after taking advice from the Scheme Actuary.

4. David Thompson ceased to contribute to and be an active member of the Marston’s Scheme as at 31 August 2013.

Additional information regarding the Marston’s Scheme:

1. Normal retirement age is 60 for Ralph Findlay and David Thompson, and 65 for Peter Dalzell. Early retirement can be taken from age
55 provided the Group gives its consent. The accrued pension will then be reduced to take account of its early payment.

2. On death before retirement, a spouse’s pension is payable equal to one-third of the members’ pension for Ralph Findlay and Peter
Dalzell, plus a lump sum is payable equal to the Director’s contributions (including those made via salary sacrifice). On death after
retirement the spouse’s pension payable is two-thirds of the member’s pre-commutation pension for David Thompson, and 60% for
Peter Dalzell and Ralph Findlay.

3. The normal contribution rate for Peter Dalzell is 10.5%, paid by way of salary sacrifice.

4. There are no discretionary benefits.

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

P Hod g

e

Chairman of the Remuneration Committee
28 November 2013
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The Directors are responsible for preparing the Annual Report, the
Directors” Remuneration Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law the Directors
have prepared the Group financial statements in accordance with
International Financial Reporting Standards (IFRS) as adopted
by the European Union, and the parent Company financial
statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). Under company law the Directors
must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs
of the Group and the Company and of the profit or loss of the
Group for that period. In preparing these financial statements,
the Directors are required to:

o select suitable accounting policies and then apply them
consistently;

o make judgements and accounting estimates that are
reasonable and prudent;

o state whether IFRS as adopted by the European Union and
applicable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained in
the Group and parent Company financial statements
respectively; and

e prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Company will
continue in business.

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the
financial position of the Company and the Group and enable them
to ensure that the financial statements and the Directors’
Remuneration Report comply with the Companies Act 2006 and,
as regards the Group financial statements, Article 4 of the IAS
Regulation. They are also responsible for safeguarding the assets
of the Company and the Group and hence for taking reasonable
steps for the prevention and detection of fraud and other
irregularities.

The Directors are responsible for the maintenance and integrity of
the Company’s website. Legislation in the United Kingdom
governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

The Directors consider that the annual report and accounts, taken as
a whole, is fair, balanced and understandable and provides the
information necessary for shareholders to assess the Group’s
performance, business model and strategy.
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Each of the Directors, whose names and functions are listed on

pages 26 and 27 confirm that, to the best of their knowledge:

¢ the Group financial statements, which have been prepared in
accordance with IFRS as adopted by the EU, give a true and
fair view of the assets, liabilities, financial position and profit
of the Group; and

o the Strategic Report contained on pages 1 to 25 includes a fair
review of the development and performance of the business and
the position of the Group, together with a description of the
principal risks and uncertainties that it faces.

In accordance with Section 418, Directors’ reports shall include a
statement, in the case of each Director in office at the date the
Directors’ report is approved, that:

(a)so far as the Director is aware, there is no relevant audit
information of which the Company’s auditors are unaware; and

(b)each Director has taken all the steps that he/she ought to have
taken as a Director in order to make himself/herself aware of
any relevant audit information and to establish that the
Company’s auditors are aware of that information.

(Lo

Chief Executive Officer
Officer 28 November 2013

Chief Financial



2009 2010 2011 2012 2013
(52 weeks) (52 weeks) (52weeks) (52 weeks) (53 weeks)
£m £m £m £m £m

Revenue 645.1 650.7 682.2 719.7 782.9

Profit before exceptional items 70.3 73.5 80.4 87.8 88.4

Exceptional items (48.9) (21.0) 0.4 (223.3) (18.6)

Profit/(loss) before taxation 21.4 52.5 80.8 (135.5) 69.8

Taxation* (5.0) (5.0) (12.0) 25.2 (11.2)

Profit/(loss) after taxation 16.4 475 68.8 (110.3) 58.6

Net assets 783.2 780.5 817.6 762.0 841.9

Earnings/(loss) per ordinary share 3.9p 8.3p 12.1p (19.4)p 10.3p

Exceptional items 9.5p 1.7p (0.9)p 31.7p 2.0p

Earnings per ordinary share before exceptional items 13.4p 10.0p 11.2p 12.3p 12.3p

Dividend per ordinary share 7.1p 5.8p 5.8p 6.1p 6.4p

Retail Price Index 100.0 104.6 110.5 113.4 117.0

Earnings/(loss) per share performance 100.0 212.8 310.3 (497.4) 264.1

Earnings per share performance before exceptional items 100.0 74.6 83.6 91.8 91.8

Dividend performance 100.0 81.7 81.7 85.9 90.1

* Taxation includes the tax impact on exceptional items together with exceptional credits of £3.1 million in 2013, £2.1 million in 2012, £5.0 million in 2011 and £2.1 million

in 2010 in respect of the change in corporation tax rate.
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In our opinion the Group financial statements:

e give atrue and fair view of the state of the Group’s affairs as at 5
October 2013 and of the Group’s profit and cash flows for the 53
week period then ended;

e have been properly prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the
European Union; and

e have been prepared in accordance with the requirements of the
Companies Act 2006 and Article 4 of the IAS Regulation.

This opinion is to be read in the context of what we say below.

The Group financial statements, which are prepared by Marston’s

PLC, comprise:

e the Group Balance Sheet as at 5 October 2013;

e the Group Income Statement and Group Statement of
Comprehensive Income for the 53 week period then ended;

o the Group Statement of Changes in Equity and Group Cash
Flow Statement for the 53 week period then ended; and

o the notes to the Group financial statements, which include a
summary of significant accounting policies and other
explanatory information.

The financial reporting framework that has been applied in their
preparation comprises applicable law and IFRS as adopted by the
European Union.

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) (ISAs (UK & Ireland)).

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
material misstatement, whether caused by fraud or error. This
includes an assessment of:

o whether the accounting policies are appropriate to the Group’s
circumstances and have been consistently applied and adequately
disclosed;

o the reasonableness of significant accounting estimates made by
the Directors; and

o the overall presentation of the financial statements.

In addition, we read all the financial and non-financial information
in the Annual Report and Accounts to identify material
inconsistencies with the audited Group financial statements and to
identify any information that is apparently materially incorrect
based on, or materially inconsistent with, the knowledge acquired
by us in the course of performing the audit. If we become aware of
any apparent material misstatements or inconsistencies we consider
the implications for our report.
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We set certain thresholds for materiality. These helped us to
determine the nature, timing and extent of our audit procedures
and to evaluate the effect of misstatements, both individually and
on the financial statements as a whole.

Based on our professional judgement, we determined materiality
for the Group financial statements as a whole to be £4.5 million.

We agreed with the Audit Committee that we would report to them
misstatements identified during our audit above £0.2 million as well
as misstatements below that amount that, in our view, warranted
reporting for qualitative reasons.

The Group is structured along four business lines, being Destination
and Premium, Taverns, Leased and Brewing, together with Group
Services. The Group financial statements are a consolidation of
subsidiaries, principally comprising the Group’s operating
businesses, property companies, holding companies and an
insurance company.

In establishing the overall approach to the Group audit, we
determined the type of work that needed to be performed, and
each active subsidiary and business line was subject to audit.
This gave us the evidence we needed for our opinion on the
Group financial statements as a whole.

In preparing the financial statements, the Directors made a
number of subjective judgements, for example in respect of
significant accounting estimates that involved making
assumptions and considering future events that are inherently
uncertain. We primarily focused our work in these areas by
assessing the Directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in
the financial statements.

In our audit, we tested and examined information, using
sampling and other auditing techniques, to the extent we
considered necessary to provide a reasonable basis for us to
draw conclusions. We obtained audit evidence through testing
the effectiveness of controls, substantive procedures or a
combination of both.

We considered the following areas to be those that required
particular focus in the current year. This is not a complete list of all
risks or areas of audit focus identified by our audit. We discussed
these areas of focus with the Audit Committee. Their report on
those matters that they considered to be significant issues in relation
to the financial statements is set out on page 37.



Valuation of properties

We focused on the Directors’ annual assessment of the carrying
value of land and buildings because properties are a significant
item on the balance sheet and there are complex and subjective
assumptions used in the valuations, including the future expected
performance of pubs.

We obtained the Directors’ valuation and impairment analysis and
discussed with the Group’s estates team. We also considered any
further market indicators including changes in macroeconomic
and consumer trends and recent transactions and the associated
multiples. We challenged the assumptions on future earnings and
multiples applied by management and considered the impact of
movements in key assumptions.

Disclosure of items as ‘exceptional’
The financial statements include certain items which are disclosed
as exceptional.

We focused on this area because exceptional items are not
defined by IFRS as adopted by the European Union and it
therefore requires judgement by the Directors to identify such
items. Consistency in identifying and disclosing items as
exceptional is important to maintain comparability of the results
with previous years.

Accounting for uncertain tax positions

The Group has a number of outstanding corporate and indirect
tax positions where recognition in the financial statements is
judgemental given the uncertainty of settlement.

We focused on this area because these matters have not yet been
resolved with HM Revenue & Customs and the Directors have had
to make judgements about the recognition or non-recognition of the
benefits associated with the tax positions.

Fraud in revenue recognition

ISAs (UK & Ireland) presume there is a risk of fraud in revenue
recognition because of the pressure management may feel to
achieve the planned results. We focused in particular on the
recognition of revenue within the Brewing segment. This was
identified as a risk due to the large number of deliveries and the
existence of discounts which could have a material impact on
revenue if misstated.

We assessed the appropriateness of the Group’s accounting
policy and whether those items disclosed as exceptional were
consistent with the accounting policy and the approach taken in
previous accounting periods.

We assessed whether other non-recurring items should have

been classified as exceptional and discussed this with the
Directors and the Audit Committee to check whether items
meeting the criteria in the Group’s accounting policy had been
identified and whether the treatment was consistent year on year.
We have examined correspondence with HM Revenue & Customs
and any legal challenges and assessed the position taken by the
Directors’ in respect of these uncertainties. We have evaluated the
appropriateness of the recognition or non-recognition of the
benefits associated with these tax positions.

Our procedures included testing that delivery requirements were
satisfied where appropriate and that revenue generated at point of
sale was reconciled to cash receipts net of discounts

We also responded to the risk that manual adjustments could
override standard procedures to misstate revenue by auditing
manual journals relating to revenue.

Risk of management override of internal controls
ISAs (UK & Ireland) require that we consider this.

We assessed the overall control environment and tested key
reconciliations and manual journal entries. We considered whether
there was evidence of bias by the Directors in the significant
accounting estimates and judgements relevant to the financial
statements.

Under the Listing Rules we are required to review the Directors’ statement, set out on page 29, in relation to going concern. We have

nothing to report having performed our review.

As noted in the Statement of Directors’ Responsibilities, set out on page 54, the Directors have concluded that it is appropriate to
prepare the Group’s financial statements using the going concern basis of accounting. The going concern basis presumes that the
Group has adequate resources to remain in operation, and that the Directors intend it to do so, for at least one year from the date the
financial statements were signed. As part of our audit we have concluded that the Directors’ use of the going concern basis is

appropriate.

However, because not all future events or conditions can be predicted, these statements are not a guarantee as to the Group’s ability to

continue as a going concern.

Marston’s PLC Annual Report and Accounts 2013



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS

OF MARSTON’S PLC conTiNUED

OPINION ON MATTER PRESCRIBED BY THE COMPANIES
ACT 2006

In our opinion the information given in the Strategic Report and
the Directors’ Report for the financial period for which the
Group financial statements are prepared is consistent with the
Group financial statements.

OTHER MATTERS ON WHICH WE ARE REQUIRED TO
REPORT BY EXCEPTION

Adequacy of information and explanations received Under
the Companies Act 2006 we are required to report to you if, in
our opinion we have not received all the information and
explanations we require for our audit. We have no exceptions
to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report if, in our
opinion, certain disclosures of Directors’ remuneration specified
by law have not been made, and under the Listing Rules we are
required to review certain elements of the Report to shareholders
by the Board on Directors’ remuneration. We have no exceptions
to report arising from these responsibilities.

Corporate Governance Statement
On page 54 of the Annual Report, as required by the Code
Provision C.1.1, the Directors state that they consider the Annual
Report taken as a whole to be fair, balanced and understandable
and provides the information necessary for members to assess
the Group’s performance, business model and strategy. On page
37, as required by C3.8 of the Code, the Audit Committee has set
out the significant issues that it considered in relation to the
financial statements, and how they were addressed. Under ISAs
(UK & Ireland) we are required to report to you if, in our opinion:
¢ the statement given by the Directors is materially inconsistent
with our knowledge of the Group acquired in the course of
performing our audit; or
¢ the section of the Annual Report describing the work of
the Audit Committee does not appropriately address
matters communicated by us to the Audit Committee.

We have no exceptions to report arising from this responsibility.
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Other information in the Annual Report

Under ISAs (UK & Ireland), we are required to report to you if, in

our opinion, information in the Annual Report is:

¢ materially inconsistent with the information in the
audited Group financial statements; or

e apparently materially incorrect based on, or materially
inconsistent with, our knowledge of the Group acquired in the
course of performing our audit; or

¢ is otherwise misleading.

We have no exceptions to report arising from this responsibility.

RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS
AND THE AUDIT

Our responsibilities and those of the Directors

As explained more fully in the Statement of Directors’
Responsibilities set out on page 54, the Directors are responsible
for the preparation of the Group financial statements and for
being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the Group
financial statements in accordance with applicable law and ISAs
(UK & 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 is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing.

OTHER MATTER

We have reported separately on the parent Company financial
statements of Marston’s PLC for the 53 week period ended 5
October 2013 and on the information in the Directors’
Remuneration Report that is described as having been audited.

Mark Smith (Senior Statutory Auditor)

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

28 November 2013



For the 53 weeks ended 5 October 2013

2013 2012
Before Before
exceptional  Exceptional exceptional  Exceptional
items items Tot al items items Total
Note £m £m £m £m £m £m
Revenue 2,3 782.9 - 782.9 719.7 - 719.7
Operating expenses* 3,4 (614.6) (21.6) (636.2) (561.8) (215.1) (776.9)
Operating profit/(loss) 2 168.3 (21.6) 146.7 157.9 (215.1) (57.2)
Finance costs 6 (82.3) (0.5) (82.8) (70.8) (26.2) (97.0)
Finance income 6 24 - 24 0.7 15.1 15.8
Movement in fair value of interest rate swaps 4,6 - 3.5 3.5 - 2.9 2.9
Net finance costs 4,6 (79.9) 3.0 (76.9) (70.1) (8.2) (78.3)
Profit/(loss) before taxation 88.4 (18.6) 69.8 87.8 (223.3) (135.5)
Taxation 4,7 (18.4) 7.2 (11.2) (17.9) 43.1 25.2
Profit/(loss) for the period
attributable to equity shareholders 70.0 (11.4) 58.6 69.9 (180.2) (110.3)
Earnings/(loss) per share:
Basic earnings/(loss) per share 9 10.3p (19.4)p
Basic earnings per share before exceptional items 9 12.3p 12.3p
Diluted earnings/(loss) per share 9 10.2p (19.4)p
Diluted earnings per share before exceptional items 9 12.2p 12.2p
For the 53 weeks ended 5 October 2013
2013 2012
£m £m
Profit/(loss) for the period 58.6 (110.3)
Items of other comprehensive income that may subsequently be reclassified to profit or loss
Gains/(losses) arising on cash flow hedges 249 (54.7)
Transfers to the income statement on cash flow hedges 24.7 21.5
Tax on items that may subsequently be reclassified to profit or loss (15.0) 5.0
34.6 (28.2)
Items of other comprehensive income that will not be reclassified to profit or loss
Actuarial gains/(losses) on retirement benefits 3.6 (45.2)
Unrealised surplus on revaluation of properties™ 21 329.9
Reversal of past revaluation surplus* - (136.9)
Tax on items that will not be reclassified to profit or loss 14.7 (31.9)
20.4 115.9
Other comprehensive income for the period 55.0 87.7
Total comprehensive income/(expense) for the period 113.6 (22.6)

* During the prior period a revaluation of the Group’s freehold and leasehold properties was undertaken, resulting in a net decrease in property values of £21.6 million. An
unrealised surplus on revaluation of £329.9 million, and a reversal of past revaluation surplus of £136.9 million, were recognised in the revaluation reserve, and a net charge

of £214.6 million was recognised in the income statement. Further detail is provided in notes 4, 11, 12 and 15 to the financial statements.
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For the 53 weeks ended 5 October 2013

2013

2012

Note £m £m

Operating activities

Operating profit before exceptional items 168.3 157.9
Depreciation and amortisation 35.8 40.7
EBITDA before exceptional items 2041 198.6
Exceptional operating items (20.3) (215.1)
EBITDA after exceptional items 183.8 (16.5)
Working capital and non-cash movements 29 8.9 210.1
Difference between defined benefit pension contributions paid and amounts charged (15.2) (12.9)
Income tax paid (8.1) (12.3)
Net cash inflow from operating activities 169.4 168.4
Investing activities

Interest received 0.5 0.6
Sale of property, plant and equipment and assets held for sale 44.7 48.3
Purchase of property, plant and equipment and intangible assets (150.8) (129.8)
Movement in other non-current assets 1.5 2.8
Net cash outflow from investing activities (104.1) (78.1)
Financing activities

Equity dividends paid 8 (35.3) (33.5)
Interest paid (78.3) (73.3)
Arrangement costs of bank facilities (0.1) (3.5)
Arrangement costs of other lease related borrowings (7.0) -
Proceeds of ordinary share capital issued 1.1 0.2
Repayment of securitised debt (22.7) (21.4)
Repayment of bank loans (126.0)
Advance of bank loans ~16.0 175.0
Capital element of finance leases repaid (0.3) -
Advance of other lease related borrowings 94.6 -
Net cash outflow from financing activities (32.0) (82.5)
Net increase in cash and cash equivalents 30 33.3 7.8
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As at 5 October 2013

5 October 29 September

2013 2012
Note £m £m

ASSETS

Non-current assets

Goodwill 10 224.2 224.2

Other intangible assets 11 241 23.5

Property, plant and equipment 12 2,063.6 1,995.6

Deferred tax assets 22 47.3 71.4

Other non-current assets 13 12.8 14.3

2,372.0 2,329.0

Current assets

Inventories 14 21.5 22.2
Trade and other receivables 16 69.0 62.5
Derivative financial instruments 18 6.8 13.7
Cash and cash equivalents 30 94.1 60.8
191.4 159.2
Assets held for sale 15 59.9 39.2
LIABILITIES
Current liabilities
Borrowings 17 (22.7) (21.3)
Derivative financial instruments 18 (6.8) (14.1)
Trade and other payables 21 (174.3) (156.9)
Current tax liabilities (25.9) (23.4)

(229.7)  (215.7)

Non-current liabilities

Borrowings 17 (1,262.4) (1,160.6)
Derivative financial instruments 18 (134.6) (187.3)
Retirement benefit obligations 25 (5.1) (24.5)
Deferred tax liabilities 22 (135.5) (159.0)
Other non-current liabilities 23 (0.5) (0.6)
Provisions for other liabilities and charges 24 (13.6) 17.7)

(1,551.7) (1,549.7)
Net assets 841.9 762.0

Shareholders’ equity

Equity share capital 27 44.4 44.3
Share premium account 333.8 332.8
Revaluation reserve 575.3 560.4
Capital redemption reserve 28 6.8 6.8
Hedging reserve (95.0) (129.6)
Own shares 28 (130.9) (130.9)
Retained earnings 107.5 78.2
Total equity 841.9 762.0

The financial statements on pages 59 to 96 were approved by the Board on 28 November 2013 and signed on its behalf by:

L L

T

Chief Executive Officer
28 November 2013
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For the 53 weeks ended 5 October 2013

Equity Share Capital
share premium Revaluation redemptio Hedging Own Retained Total
capital account reser ve n reserve reserve shares earnings equity
£m £m £m £m £m £m £m £m
At 30 September 2012 44.3 332.8 560.4 6.8 (129.6) (130.9) 78.2 762.0
Profit for the period - - - - - - 58.6 58.6
Actuarial gains - - - - - - 3.5 3.5
Tax on actuarial gains - - - - - - (0.9) (0.9)
Post-retirement medical benefits - - - - - - 0.1 0.1
Gains on cash flow hedges - - - - 249 - - 249
Transfers to the income statement
on cash flow hedges - - - - 24.7 - - 24.7
Tax on hedging reserve movements - - - - (15.0) - - (15.0)
Property revaluation - - 2.1 - - - - 2.1
Deferred tax on properties - - 15.6 - - - - 15.6
Total comprehensive income - - 17.7 - 34.6 - 61.3 113.6
Share-based payments - - - - - - 0.2 0.2
Tax on share-based payments - - - - - - 0.3 0.3
Issue of shares 0.1 1.0 - - - - - 1.1
Disposal of properties - - (2.1) - - - 2.1 -
Transfer to retained earnings - - (0.7) - - - 0.7 -
Dividends paid - - - - - - (35.3) (35.3)
Total transactions with owners 0.1 1.0 (2.8) - - - (32.0) (33.7)
At 5 October 2013 444 333.8 575.3 6.8 (95.0) (130.9) 107.5 841.9
Equity Share Capital
share premium Merger Revaluation redemptio Hedging Own  Retained Tot al
capital account re serve reserve n reserve reserve shares earnings equity
£m £m £m £m £m £m £m £m £m
At 2 October 2011 44.3 332.6 41.5 411.4 6.8 (101.4) (130.9) 213.3 817.6
Loss for the period - - - - - - - (110.3) (110.3)
Actuarial losses - - - - - - - (45.0) (45.0)
Tax on actuarial losses - - - - - - - 10.7 10.7
Post-retirement medical benefits - - - - - - - (0.2) (0.2)
Losses on cash flow hedges - - - - - (54.7) - - (54.7)
Transfers to the income statement
on cash flow hedges - - - - - 21.5 - - 21.5
Tax on hedging reserve movements - - - - - 5.0 - - 5.0
Property revaluation - - - 329.9 - - - - 329.9
Property impairment - - - (136.9) - - - - (136.9)
Deferred tax on properties - - - (42.6) - - - - (42.6)
Total comprehensive income/(expense) - - - 150.4 - (28.2) - (144.8) (22.6)
Share-based payments - - - - - - - 0.2 0.2
Tax on share-based payments - - - - - - - 0.1 0.1
Issue of shares - 0.2 - - - - - - 0.2
Disposal of properties - - - (1.1) - - - 1.1 -
Transfer to retained earnings - - (41.5) (0.3) - - - 41.8 -
Dividends paid - - - - - - - (33.5) (33.5)
Total transactions with owners - 0.2 (41.5) (1.4) - - - 9.7 (33.0)
At 29 September 2012 44.3 3328 - 560.4 6.8 (129.6) (130.9) 78.2 762.0

Further detail in respect of the Group’s equity is provided in notes 27 and 28 to the financial statements.
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For the 53 weeks ended 5 October 2013

These consolidated financial statements for the 53 weeks ended 5 October 2013 (2012: 52 weeks ended 29 September 2012) have been
prepared in accordance with IFRS and International Financial Reporting Interpretations Committee (IFRIC) and Standing Interpretations
Committee (SIC) interpretations adopted by the European Union and with those parts of the Companies Act 2006 applicable to companies
reporting under IFRS. The financial statements have been prepared under the historical cost convention as modified by the revaluation of

certain items, principally land and buildings, derivative financial instruments, retirement benefits and share-based payments.

The International Accounting Standards Board (IASB) and IFRIC have issued the following new or revised standards and interpretations
with an effective date for financial periods beginning on or after the dates disclosed below and therefore after the date of these financial

statements:

IFRS 1

IFRS 7

IFRS 9

IFRS 10

IFRS 11

IFRS 12

IFRS 13

IAS 19

IAS 27

IAS 28

IAS 32

IAS 36

IAS 39

IFRIC 20
IFRIC 21

The IASB have also issued a number of minor amendments to standards as part of their Annual Improvements to IFRS.

First-time Adoption of International Financial Reporting Standards
Amendments for government loan with a below-market rate of interest when transitioning to IFRS

Financial Instruments: Disclosures
Amendments relating to the offsetting of assets and liabilities

Financial Instruments: Classification and Measurement
New accounting standard

Consolidated Financial Statements
New accounting standard

Joint Arrangements
New accounting standard

Disclosure of Interests in Other Entities
New accounting standard

Fair Value Measurement
New accounting standard

Employee Benefits
Amended standard resulting from the Post-Employment Benefits and Termination Benefits projects

Consolidated and Separate Financial Statements
Reissued as IAS 27 Separate Financial Statements (as amended in 2011)

Investments in Associates
Reissued as IAS 28 Investments in Associates and Joint Ventures (as amended in 2011)

Financial Instruments: Presentation
Amendments relating to the offsetting of assets and liabilities

Impairment of Assets
Amendments arising from Recoverable Amount Disclosures for Non-Financial Assets

Financial Instruments: Recognition and Measurement
Amendments for novations of derivatives

Stripping Costs in the Production Phase of a Surface Mine

Levies

1 January 2013

1 January 2013

1 January 2015

1 January 2013

1 January 2013

1 January 2013

1 January 2013

1 January 2013

1 January 2013

1 January 2013

1 January 2014

1 January 2014

1 January 2014
1 January 2013
1 January 2014

Adopting the amendments to IAS 19 will require the Group to recognise a single net interest component in respect of its defined benefit
pension scheme, calculated by applying the discount rate to the net defined benefit liability/asset. If the Group had adopted the revised

standard in the current period there would have been net expense of £2.2 million in respect of the defined benefit pension scheme rather
than net income of £0.1 million.

The Directors do not anticipate that the adoption of any of the other above new standards or amendments will have a material impact on the
Group’s reported income or net assets in the period of adoption.

The consolidated financial statements incorporate the audited financial statements of Marston’s PLC and all of its subsidiary undertakings. The
results of new subsidiary undertakings are included in the Group accounts from the date on which control transferred to the Group or, in the

case of disposals, up to the effective date of disposal. Transactions between Group companies are eliminated on consolidation.
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For the 53 weeks ended 5 October 2013

The Group has applied the purchase method in accounting for the acquisition of subsidiaries. The cost of an acquisition is measured as the fair
value of the consideration paid and deferred. Identifiable assets acquired and liabilities assumed in a business combination are measured initially
at their fair values at the acquisition date. Acquisition costs are expensed as incurred. The excess of the cost of acquisition over the fair value of
the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the Group’s
share of the identifiable net assets of the subsidiary acquired, the difference is recognised immediately in the income statement.

The consolidated financial statements also incorporate the results of Marston’s Issuer PLC, a company set up with the sole purpose
of issuing debt secured on assets owned by the Group. The Directors of Marston’s PLC consider this company meets the definition
of a special purpose entity under SIC 12 ‘Consolidation — Special Purpose Entities’ and hence for the purpose of the consolidated
financial statements it has been treated as a subsidiary undertaking.

Revenue represents the value of goods (principally drink and food) and services (principally accommodation, gaming machines and
third party brewing and packaging) supplied to customers, and rents receivable from licensed properties. Revenue from drink, food,
accommodation, brewing and packaging is recognised at the point at which the goods or services are provided. Gaming machine
income is recognised as earned. Rental income is recognised in the period to which it relates. Revenue is recorded net of discounts,
intra group transactions, VAT and excise duty relating to the brewing and packaging of certain products. Other operating income
comprises mainly rents receivable from unlicensed properties, which is recognised in the period to which it relates.

For segment reporting purposes the Group is considered to have five distinguishable operating segments, being Destination and
Premium, Taverns, Leased, Brewing and Group Services. This mirrors the Group’s internal reporting structure, and reflects the
different distribution channels, customer profiles and nature of products and services provided within each segment. An element of
Group Services’ costs is allocated to each of the trading segments.

The operating segments set out in note 2 are consistent with the internal reporting provided to the chief operating decision maker.
For the purposes of IFRS 8 the chief operating decision maker has been identified as the Executive Directors.

Acquired businesses are treated as separate reporting segments, where material, until they have been fully integrated with the
Group’s operating segments.

Exceptional items are defined as those items that, by virtue of their nature, size or expected frequency, warrant separate additional
disclosure in the financial statements in order to fully understand the underlying performance of the Group. As management of the
freehold and leasehold property estate is an essential and significant area of the business, the threshold for classification of property
related items as exceptional is higher than other items.

Intangible assets are carried at cost less accumulated amortisation and any impairment losses. Intangible assets arising on
acquisition of subsidiaries are recognised separately from goodwill if the fair value of these assets can be identified separately and
measured reliably.

Amortisation is calculated on a straight-line basis over the estimated useful life of the intangible asset. Where the useful life of the
asset is considered to be indefinite no annual amortisation is provided but the asset is subject to annual impairment reviews.
Impairment reviews are carried out more frequently if events or changes in circumstances indicate that the carrying value of an
asset may be impaired.

The useful lives of the Group’s intangible assets are:

Acquired brands Indefinite
Lease premiums Life of the lease
Computer software 5 to 15 years
Development costs 10 years

Any impairment of carrying value is charged to the income statement.

All expenditure on the research phase of an internal project is expensed as incurred.
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Development costs are recognised as an intangible asset when the following conditions are met:

It is technically feasible to complete the intangible asset so that it will be available for use;

Management intends to complete the asset and use or sell it;

There is an ability to use or sell the asset;

It can be demonstrated how the asset will generate probable future economic benefits;

Adequate technical, financial and other resources to complete the development and to use or sell the asset are available; and
The expenditure attributable to the asset during its development can be reliably measured.

Other development expenditure that does not meet these criteria is recognised as an expense as incurred. Development costs
previously recognised as an expense are not recognised as an asset in a subsequent period.

Goodwill arising on acquisitions is capitalised and represents the excess of the fair value of the consideration given over the fair value of
the identifiable net assets and liabilities acquired. Goodwill is not amortised but instead is reviewed for impairment on an annual basis, or
more frequently if events or changes in circumstances indicate that the carrying value may be impaired. Any impairment is recognised
immediately in the income statement.

For the purposes of impairment testing, goodwill is allocated to cash generating units that are consistent with the Group’s operating
segments.

e Freehold and leasehold properties are initially stated at cost and subsequently at valuation. Plant and machinery and fixtures, fittings,
tools and equipment are stated at cost.

e Depreciation is charged to the income statement on a straight-line basis to provide for the cost of the assets less residual value over

their useful lives.

Freehold and long leasehold buildings are depreciated to residual value over 50 years.

Short leasehold properties are depreciated over the life of the lease.

Plant and machinery and fixtures, fittings, tools and equipment are depreciated over periods ranging from 3 to 15 years.

Own labour and interest costs directly attributable to capital projects are capitalised.

Land is not depreciated.

Residual values and useful lives are reviewed and adjusted if appropriate at each balance sheet date.

Properties are revalued by qualified valuers on a sufficiently regular basis using open market value so that the carrying value of an asset does
not differ significantly from its fair value at the balance sheet date. Substantially all of the Group’s properties have been externally valued in
accordance with the Royal Institution of Chartered Surveyors’ Red Book. These valuations are performed directly by reference to observable
prices in an active market or recent market transactions on arm’s length terms. Internal valuations are performed on the same basis.

The estate is reviewed for indication of impairment at each reporting date, using a process focusing on areas of risk and business
performance throughout the portfolio to identify any exposure.

Impairment losses are charged to the revaluation reserve to the extent that a previous gain has been recorded, and thereafter to the income
statement. Surpluses on revaluation are recognised in the revaluation reserve, except to the extent that they reverse previously charged
impairment losses, in which case the reversal is recorded in the income statement.

Profit/loss on disposal of property, plant and equipment represents net sale proceeds less the carrying value of the assets. Any element
of the revaluation reserve relating to the property disposed of is transferred to retained earnings at the date of sale.

If there are indications of impairment or reversal of impairment, an assessment is made of the recoverable amount. An impairment loss is
recognised where the recoverable amount is lower than the carrying value of assets, including goodwill. The recoverable amount is the
higher of value in use and fair market value less costs to sell.

Where there is an indication that any previously recognised impairment losses no longer exist or have decreased, a reversal of the loss is
made if there has been a change in the estimates used to determine the recoverable amounts since the last impairment loss was recognised.
The carrying amount of the asset is increased to its recoverable amount only up to the carrying amount that would have resulted, net of
depreciation or amortisation, had no impairment loss been recognised for the asset in prior periods. The reversal is recognised in the income
statement unless the asset is carried at revalued amount. The reversal of an impairment loss on a revalued asset is recognised in other
comprehensive income and increases the revaluation surplus for that asset. However, to the extent that an impairment loss on the same
revalued asset was previously recognised in the income statement, the reversal of that impairment loss is recognised in the income
statement. The depreciation charge is adjusted in future periods to allocate the asset’s revised carrying value, less any residual value, on a
systematic basis over its remaining useful life. There is no reversal of impairment losses relating to goodwill.
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NOTES CONTINUED
For the 53 weeks ended 5 October 2013

1. ACCOUNTING POLICIES CONTINUED
Acquired brands are reviewed for impairment on a portfolio basis.

Leases
Leases are classified as finance leases if the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

The cost of assets held under finance leases is included within property, plant and equipment and depreciation is charged in
accordance with the accounting policy for each class of asset concerned. The corresponding capital obligations under these leases
are shown as liabilities. The finance charge element of rentals is charged to the income statement and classified within finance costs
as incurred.

Rental costs under operating leases, including lease incentives, are charged to the income statement on a straight-line basis over
the term of the lease. Similarly, income receivable under operating leases is credited to the income statement on a straight-line
basis over the term of the lease.

Obligations arising from sale and leaseback arrangements with repurchase options that do not fall within the scope of IAS 17
‘Leases’ are classified as other lease related borrowings and accounted for in accordance with IAS 39 ‘Financial Instruments:
Recognition and Measurement’.

Inventories

Inventories are stated at the lower of cost and net realisable value. Raw materials are valued on a “first in, first out’ basis,
with the exception of hops which are valued at average cost. Finished goods and work in progress include direct materials,
labour and a proportion of attributable overheads.

Assets held for sale

Assets, typically properties and related fixtures and fittings, are categorised as held for sale when the value of the asset will be
recovered through a sale transaction rather than continuing use. This condition is met when the sale is highly probable, the asset is
available for immediate sale in its present condition and is being actively marketed. In addition, the Group must be committed to the
sale and completion should be expected to occur within one year from the date of classification. Assets held for sale are valued at the
lower of carrying value and fair value less costs to sell, and are no longer depreciated.

Financial instruments

The Group classifies its financial assets in one of the following two categories: at fair value through profit or loss and loans and
receivables. The Group classifies its financial liabilities in one of the following two categories: at fair value through profit or loss
and other financial liabilities. The classification depends on the purpose for which the financial instruments were acquired.
Management determines the classification of the Group’s financial instruments at initial recognition.

Financial instruments at fair value through profit or loss
Derivatives are categorised as financial instruments at fair value through profit or loss unless they are designated as part of a hedge
relationship. The Group holds no other financial instruments at fair value through profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. The Group’s loans and receivables comprise trade receivables, other receivables, trade loans and cash and cash
equivalents in the balance sheet. Loans and receivables are carried at amortised cost using the effective interest method.

Other financial liabilities
Non-derivative financial liabilities are classified as other financial liabilities. The Group’s other financial liabilities comprise borrowings,
trade payables and other payables. Other financial liabilities are carried at amortised cost using the effective interest method.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all risks and rewards of ownership.

The Group assesses whether there is objective evidence that a financial asset is impaired at each balance sheet date.
It is, and has been throughout the period under review, the Group’s policy that no trading in financial instruments shall be undertaken.
Derivative financial instruments

The only derivative financial instruments that the Group enters into are interest rate swaps. The purpose of these transactions is to
manage the interest rate risk arising from the Group’s operations and its sources of finance.
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Derivatives are initially recognised at fair value on the date the derivative contract is entered into and are subsequently
remeasured at their fair value at each balance sheet date. The method of recognising the resulting gain or loss depends on
whether the derivative is designated as a hedging instrument.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is
recognised in other comprehensive income. The gain or loss relating to the ineffective portion is recognised immediately in the
income statement within exceptional finance income or costs.

Gains or losses arising from changes in the fair value of derivatives which are not designated as part of a hedging relationship are
presented in the income statement within exceptional finance income or costs in the period in which they arise.

The fair value of a hedging derivative is classified as a non-current asset or liability when the remaining maturity of the hedged
item is more than 12 months and as a current asset or liability when the remaining maturity of the hedged item is less than 12
months. The fair values of derivatives which are not designated as part of a hedging relationship are classified as current assets or
liabilities. Accrued interest is recognised separately in current assets or liabilities as appropriate.

At the inception of a hedging transaction, the Group documents the relationship between hedging instruments and hedged items,
as well as its risk management objectives and strategy for undertaking the hedging transaction. The Group also documents its
assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are
highly effective in offsetting changes in fair values or cash flows of hedged items.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative
gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately
recognised in the income statement. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that
was reported in equity is immediately transferred to the income statement within exceptional finance income or costs.

Amounts that have been recognised in other comprehensive income in respect of cash flow hedges are reclassified from equity to profit
and loss as a reclassification adjustment in the same period or periods during which the hedged forecast cash flow affects profit or loss.

Trade receivables and other receivables are recognised initially at fair value and subsequently measured at amortised cost less provision
for impairment. A provision for impairment of trade receivables and other receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due according to the original terms of the receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation and default or delinquency in
payments are considered indicators that the trade or other receivable is impaired. The amount of the provision is the difference between
the asset’s carrying amount and the estimated future cash flows. The carrying amount of the asset is reduced through the use of an
allowance account, and the amount of the loss is recognised in the income statement within other net operating charges. When a trade or
other receivable is uncollectable, it is written off against the allowance account for trade or other receivables. Subsequent recoveries of
amounts previously written off are credited against other net operating charges in the income statement.

In common with other major brewers, the Group makes trade loans to publicans who purchase the Group’s beer. These trade loans
are classified as other non-current assets in the balance sheet and are recognised initially at fair value and subsequently at amortised
cost less provision for impairment. Significant trade loans are secured against the property of the loan recipient.

Cash and cash equivalents include cash in hand and deposits on call with banks. Bank overdrafts are shown within
borrowings in current liabilities. For the purpose of the cash flow statement, cash and cash equivalents are as defined above,
net of outstanding bank overdrafts.

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement
over the period of the borrowings using the effective interest method.

Preference shares are classified as liabilities. The dividends on these preference shares are recognised in the income statement
as finance costs.

Borrowing costs are recognised as an expense in the period in which they are incurred, except for gross interest costs incurred on
the financing of major projects, which are capitalised until the time that the projects are available for use.
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Trade payables and other payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

Pension costs for the Group’s defined benefit pension scheme are determined by the Projected Unit Credit Method, with actuarial
calculations being carried out at each period end date. Costs are recognised separately as operating and finance costs in the income
statement. Operating costs comprise the current service cost, any income or expenses on settlements or curtailments and past service costs
where the benefits have vested. Finance items comprise the interest on scheme liabilities and the expected return on scheme assets.

Actuarial gains or losses comprising differences between the actual and expected return on scheme assets, changes in scheme
liabilities due to experience and changes in actuarial assumptions are recognised in full in the period in which they occur in the
statement of comprehensive income.

The liability/asset recognised in the balance sheet for the defined benefit pension scheme is the present value of scheme liabilities less the
fair value of scheme assets. Where the fair value of scheme assets exceeds the present value of scheme liabilities, the Group recognises an
asset at the lower of the fair value of scheme assets less the present value of scheme liabilities, and the total of any cumulative
unrecognised past service costs and the present value of any economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

Pension costs for the Group’s defined contribution pension schemes are charged to the income statement in the period in which they

arise. Post-retirement medical benefits are accounted for in an identical way to the Group’s defined benefit pension scheme.

Key management personnel are those who have authority and responsibility for planning, directing and controlling the activities of the
Group. In the case of Marston’s PLC, the Directors of the Group are considered to be the only key management personnel.

The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date and is
measured at the amount expected to be paid to or recovered from the tax authorities.

Deferred tax is provided in full, using the liability method, on all differences that have originated but not reversed by the balance sheet
date, and which give rise to an obligation to pay more or less tax in the future. Differences are defined as the differences between the
carrying value of assets and liabilities and their tax base.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the assets can
be utilised.

Deferred tax is calculated using tax rates that are expected to apply when the related deferred tax asset is realised or the deferred tax
liability is settled.

Provisions are recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event
and it is probable that an outflow of economic benefits will be required to settle the obligation.

When valuations of leasehold properties (based on future estimated income streams) give rise to a deficit as a result of onerous lease
conditions they are recognised as provisions. These provisions are measured at the present value of the expenditure expected to be required
to settle the obligation using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The key assumptions used in the discounted cash flow calculation are the discount rate and the market rents and vacant periods
of the properties.

Other contractual property costs are also recorded as provisions as appropriate.

The fair value of share-based remuneration at the date of grant is calculated using the Black-Scholes option-pricing model and charged to
the income statement on a straight-line basis over the vesting period of the award. The charge to the income statement takes account of the
estimated number of shares that will vest.

Non-vesting conditions are taken into account when determining the fair value of the Group’s share-based payments, and all

cancellations of share-based payments, whether by the Group or by employees, are accounted for in an identical manner with any
costs unrecognised at the date of cancellation being immediately accelerated.
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Own shares consist of treasury shares, shares held within a Long Term Incentive Plan (LTIP) and shares held within an Executive Share
Option Plan (ESOP), which are used for the granting of shares to applicable employees.

Own shares are recognised at cost as a deduction from shareholders’ equity. Subsequent consideration received for the sale of such shares
is also recognised in equity, with any difference between the sale proceeds and the original cost being taken to equity. No income or
expense is recognised in the performance statements on own share transactions.

Dividends proposed by the Board but unpaid at the period end are recognised in the financial statements when they have been
approved by the shareholders. Interim dividends are recognised when paid.

Transactions in a foreign currency are translated to sterling using the exchange rate at the date of the transaction. Monetary
receivables and payables are remeasured at closing day rates at each balance sheet date. Exchange gains or losses that arise from such
remeasurement and on settlement of the transaction are recognised in the income statement. Translation differences for non-monetary
assets valued at fair value through profit or loss are reported as part of the fair value gain or loss. Gains or losses on disposal of non-
monetary assets are recognised in the income statement.

IFRS requires the Group to make estimates and assumptions that affect the application of policies and reported amounts. Estimates and
judgements are continually evaluated and are based on historical experience and other factors including expectations of future events
that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. The Group’s key
assumptions and significant judgements are in respect of property, plant and equipment, taxation, impairment, retirement benefits,
financial instruments, property lease provisions, share-based payments and exceptional items. Details of these assumptions and
judgements are set out in the relevant accounting policy and detailed note to the financial statements as set out below:

e Valuation of properties (see accounting policy).
e Assets’ useful lives and residual values (see accounting policy).

e Assumptions in respect of the resolution of outstanding corporate and indirect tax matters with HM Revenue & Customs (see
accounting policies for current and deferred tax and provisions).

e Assumptions made in the value in use calculation, in particular the pre-tax discount rate applied to cash flow projections and the
growth rate used to extrapolate projected cash flows beyond one year budgets (notes 10 and 11).

e Actuarial assumptions in respect of the defined benefit pension scheme, which include discount rates, rates of increase in pensionable
salaries, rates of increase in pensions, inflation rates, expected returns on scheme assets and life expectancies (note 25).

e Valuation of financial instruments that are not traded in an active market (note 20).

e Assumptions made in the discounted cash flow calculation, in particular market rents, vacant periods and discount rates (see
accounting policy).

e Inputs to the Black-Scholes option-pricing model, which include dividend yield, expected volatilities and risk free interest rates (note 26).

e Determination of items to be classed as exceptional (see accounting policy).
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For segment reporting purposes the Group is considered to have five distinguishable operating segments as follows:

Segment Revenue

Destination and Premium Food and drink sales, accommodation and gaming machine income

Taverns Food and drink sales, rent from licensed properties, accommodation and gaming machine income
Leased Rent from licensed properties and gaming machine income

Brewing Drink sales and third party brewing and packaging

Group Services N/A

In the prior period the Group had four distinguishable operating segments being Managed Pubs, Tenanted and Franchised, Brewing and Group
Services. The Group has now restructured how its pub operations are managed and reported. The five operating segments set out above reflect
this new structure. The results for the 52 weeks ended 29 September 2012 have been restated to reflect these revised segments.

Transfer prices between operating segments are on an arm’s length basis.

Destination

and Group
Premium Taverns Leased Brewing Ser vices Group
53 weeks ended 5 October 2013 £m £m £m £m £m £m
Income statement
Revenue 349.2 250.8 55.6 1711 - 826.7
Less: sales to other segments - - - (43.8) - (43.8)
349.2 250.8 55.6 127.3 - 782.9
Operating expenses before exceptional items (278.9) (181.3) (29.6) (110.4) (14.4) (614.6)
Operating profit/(loss) before exceptional items 70.3 69.5 26.0 16.9 (14.4) 168.3
Exceptional items (6.6) (7.0) (0.2) (7.2) (0.6) (21.6)
Operating profit/(loss) 63.7 62.5 25.8 9.7 (15.0) 146.7
Finance costs (82.8)
Finance income 2.4
Movement in fair value of interest rate swaps 3.5
Profit before taxation 69.8
Taxation (11.2)
Profit for the period attributable to equity shareholders 58.6
Balance sheet
Segment assets 1,057.7 849.6 348.7 180.8 38.3 2,475.1
Unallocated assets
Deferred tax assets 47.3
Derivative financial instruments 6.8
Cash and cash equivalents 941
Total assets 2,623.3
Segment liabilities (94.0) (20.3) (10.2) (35.1) (28.8) (188.4)
Unallocated liabilities
Borrowings (1,285.1)
Current tax liabilities (25.9)
Retirement benefit obligations (5.1)
Deferred tax liabilities (135.5)
Derivative financial instruments (141.4)
Total liabilities (1,781.4)
Other seament information
Capital expenditure
Intangible assets 0.2 - - - 1.5 1.7
Property, plant and equipment 1211 23.6 5.7 15.4 6.0 171.8
Amortisation of intangible assets 0.3 0.2 - - 0.5 1.0
Depreciation of property, plant and equipment 14.3 9.3 2.0 8.4 2.1 36.1
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Destination

and Group
Premium Taverns Leased Brewing Services Group
52 weeks ended 29 September 2012 (restated) £m £m £m £m £m £m
Income statement
Revenue 306.1 241.6 58.3 142.8 - 748.8
Less: sales to other segments - - - (29.1) - (29.1)
306.1 241.6 58.3 113.7 - 719.7

Operating expenses before exceptional items (249.3) (168.4) (32.3) (97.3) (14.5) (561.8)
Operating profit/(loss) before exceptional items 56.8 73.2 26.0 16.4 (14.5) 157.9
Exceptional items (33.9) (154.3) (22.2) (3.7) (1.0) (215.1)
Operating profit/(loss) 229 (81.1) 3.8 12.7 (15.5) (57.2)
Finance costs (97.0)
Finance income 15.8
Movement in fair value of interest rate swaps 29
Loss before taxation (135.5)
Taxation 25.2
Loss for the period attributable to equity (110.3)
Balance sheet
Segment assets 946.4 869.4 350.7 176.9 38.1 2,381.5
Unallocated assets

Deferred tax assets 71.4

Derivative financial instruments 13.7

Cash and cash equivalents 60.8
Total assets 2,527.4
Segment liabilities (89.4) (20.9) (10.4) (32.5) (22.0) (175.2)
Unallocated liabilities

Borrowings (1,181.9)

Current tax liabilities (23.4)

Retirement benefit obligations (24.5)

Deferred tax liabilities (159.0)

Derivative financial instruments (201.4)
Total liabilities (1,765.4)
Other segment information
Capital expenditure

Intangible assets 0.3 0.4 - 0.1 - 0.8

Property, plant and equipment 81.9 34.0 3.6 8.0 4.0 131.5
Amortisation of intangible assets 0.3 0.3 - - 0.4 1.0
Depreciation of property, plant and equipment 14.0 12.9 2.7 8.1 2.0 39.7
Revaluation/impairment of properties

Income statement (33.9) (154.3) (22.2) (3.7) (0.5) (214.6)

Revaluation reserve 202.9 (68.3) 42.9 1.3 4.2 193.0

Revenue generated outside the United Kingdom during the period was £3.5 million (2012: £3.3 million).
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2013 2012
Revenue £m £m
Goods 722.3 657.9
Services 60.6 61.8

782.9 719.7
Revenue from services includes rents receivable from licensed properties of £24.3 million (2012: £28.2 million).

2013 2012

Operating expenses £m £m
Change in stocks of finished goods and work in progress 0.6 (2.4)
Own work capitalised (3.9) (2.7)
Other operating income (8.7) (7.2)
Raw materials, consumables and excise duties 268.9 239.4
Depreciation of property, plant and equipment 36.1 39.7
Amortisation of intangible assets 1.0 1.0
Employee costs 166.6 154.1
Hire of plant and machinery 0.8 0.8
Other operating lease rentals 11.2 10.5
Income from other non-current assets (0.3) (0.4)
Impairment of freehold and leasehold properties (2.5) 215.1
Other net operating charges 166.4 129.0

636.2 776.9

An exceptional charge of £4.6 million (2012: £nil) is included in employee costs, an exceptional charge of £1.3 million (2012: £nil) is
included in depreciation of property, plant and equipment and an exceptional charge of £15.7 million (2012: £nil) is included in other

net operating charges.

Impairment of freehold and leasehold properties of £215.1 million was recognised as an exceptional item in the prior period.

2013 2012
PricewaterhouseCoopers LLP fees: £m £m
Fees payable to the Company’s Auditors for the audit of the Company’s annual accounts 0.1 0.2
Fees payable to the Company’s Auditors for other services to the Group:
The audit of the Company’s subsidiaries 0.1 0.1
Audit related assurance services 0.1 0.1
0.3 0.4
2013 2012
£m £m
Operating items
Reorganisation and non-core estate disposal costs 10.8 -
Write-off of cellar equipment 4.9 -
Recognition of provision for repayment of Rank refunds received 5.9
Impairment of freehold and leasehold properties - 2151
21.6 215.1
Non-operating items
Interest on Rank refunds 0.5
Write-off of unamortised finance costs - 2.8
Interest on outstanding tax liabilities = 3.7
Transfer of cumulative hedging loss from equity to the income statement = 0.8
Gain on recognition of interest rate swaps = (15.1)
Loss on recognition of interest rate swaps = 18.9
Movement in fair value of interest rate swaps (3.5) (2.9)
(3.0) 8.2
18.6 223.3
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During the current period the Group restructured both its pub estate and its operating segments. An exceptional charge of £10.8 million,
including the net loss on disposal of non-core properties, was recognised during the period in respect of this.

As part of a review of its fixed asset register the Group identified various items of cellar equipment which it assessed were no longer in
use by the business and which would not have been utilised in the current period. These assets were subsequently written off with the
charge and depreciation for the period shown as an exceptional item.

In previous periods the Group received refunds totalling £5.9 million from HM Revenue & Customs (HMRC). This followed
Tribunal/Court of Appeal hearings involving The Rank Group Plc (‘Rank’), which concluded that there had been a breach of fiscal
neutrality in the treatment of gaming machine income as liable to UK VAT. HMRC issued protective assessments to recover the
repayments pending the result of further Court hearings. On 30 October 2013 the Court of Appeal found in favour of HMRC and as such it
is likely that the Group will be required to repay the refunds of £5.9 million plus interest of £0.5 million thereon. A provision for these
amounts has therefore been recognised in the period.

The Group’s interest rate swaps are revalued to fair value at each balance sheet date. The movement in fair value of interest rate swaps
which are not designated as part of a hedge relationship, and the ineffective portion of the movement in fair value of interest rate swaps
which are accounted for as hedging instruments are both recognised in the income statement. The net gain of £3.5 million (2012: £2.9
million) is shown as an exceptional item.

The current tax credit relating to the above exceptional items amounts to £1.8 million (2012: £3.0 million). The deferred tax credit relating
to the above exceptional items amounts to £2.3 million (2012: £38.0 million). In addition, £3.1 million (2012: £2.1 million) has been
credited as exceptional in relation to the change in corporation tax rate (note 7).

At 1 July 2012 the Group’s freehold and leasehold properties were revalued by independent chartered surveyors on an open market
value basis. The resulting revaluation adjustments were taken to the revaluation reserve or income statement as appropriate. The amount
recognised in the income statement comprised:

2012

£m
Impairment of other intangible assets (note 11) 0.8
Impairment of property, plant and equipment (note 12) 214.5

Reversal of impairment of property, plant and equipment (note 12) (1.9)

Impairment of assets held for sale (note 15) 1.2
Valuation fees 0.5
215.1

During the prior period the Group entered into a new bank facility. As such the unamortised finance costs relating to the previous facility
were written off.

During the prior period the Group recognised the interest on outstanding tax liabilities in respect of a number of tax issues under
negotiation with HMRC.

The Group held an interest rate swap of £20.0 million which was designated as a cash flow hedge of the forecast floating rate interest
payments arising on the first £20.0 million of borrowings under the Group’s previous bank facility. As the Group entered into a new bank
facility in the prior period, these forecast transactions were no longer expected to occur. Therefore the cumulative hedging loss of £0.8
million that had been reported in equity was transferred to the income statement.

On 22 March 2012 the Group entered into four new fixed-to-floating interest rate swaps of £35.0 million each. In total, these swaps were equal
and opposite to the two existing floating-to-fixed interest rate swaps of £70.0 million each, which the Group entered into in order to fix the
interest rate payable on the Group’s unsecured bank borrowings. The total fair value of the four new swaps at inception was £15.1 million.

On 22 March 2012 the Group also entered into two new floating-to-fixed interest rate swaps of £60.0 million each. Going forward these
swaps will fix the interest rate on the Group’s unsecured bank borrowings. In total, the fair value of these two new swaps at inception was

£(18.9) million.

Further details in respect of these swaps are given in note 20.
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2013 2012
Employee costs £m £m
Wages and salaries 148.1 139.8
Social security costs 10.9 10.1
Pension costs 44 3.9
Share-based payments 0.2 0.2
Termination costs 3.0 0.1

166.6 154.1
An exceptional charge of £4.6 million (2012: £nil) is included in emplovee costs.

2013 2012

Average monthly number of employees Number Number
Bar staff 10,611 10,176
Management, administration and production 2,117 2,113
Directors’ emoluments are set out in the Directors’ Remuneration Report on pages 38 to 53. The total cost to the Group of the
Directors’ remuneration for the period was £2.1 million (2012: £2.3 million), including employers’ national insurance, pension
costs and share-based payments.

. 2013 2012
Finance costs £m £m
Bank borrowings 14.1 11.4
Securitised debt 61.8 57.5
Finance leases 0.8 -
Other lease related borrowings 3.4 -
Other interest payable 2.2 1.9

82.3 70.8
Exceptional finance costs
Interest on Rank refunds 0.5
Write-off of unamortised finance costs = 2.8
Interest on outstanding tax liabilities = 3.7
Transfer of cumulative hedging loss from equity to the income statement = 0.8
Loss on recognition of interest rate swaps = 18.9
0.5 26.2
Total finance costs 82.8 97.0
Finance income
Deposit and other interest receivable (1.7) (0.2)
Net finance income in respect of retirement benefits (0.7) (0.5)
(2.4) (0.7)
Exceptional finance income
Gain on recognition of interest rate swaps = (15.1)
- (15.1)
Total finance income (2.4) (15.8)
Movement in fair value of interest rate swaps
Gain on movement in fair value of interest rate swaps (10.4) (4.3)
Loss on movement in fair value of interest rate swaps 6.9 1.4
(3.5) (2.9)
Net finance costs 76.9 78.3

Deposit and other interest receivable includes £1.5 million (2012: £nil) of interest in relation to income of £1.7 million (2012: £nil)

from a VAT claim, which is included in other operating income.
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2013 2012

Income statement £m £m
Current tax
Current period 13.1 18.2
Credit in respect of tax on exceptional items (1.8) (3.0)
Adjustments in respect of prior periods (0.5) (1.9)
10.8 13.3
Deferred tax
Current period 5.9 2.1
Adjustments in respect of prior periods (0.1) (0.5)
Exceptional credit in relation to impairments (38.8)
Exceptional (credit)/charge in respect of other exceptional items ~(2.3) 0.8
Exceptional credit in relation to the change in tax rate (3.1) 2.1
0.4 (38.5)
Taxation charge/(credit) reported in the income statement 11.2 (25.2)
2013 2012
Statement of comprehensive income £m £m
Gains/(losses) on actuarial valuation of retirement benefits 0.8 (11.2)
Impairment and revaluation of properties (1.7) 51.9
Gains/(losses) on cash flow hedges 1.4 (8.3)
Deferred tax credit in respect of the change in tax rate (10.2) (5.5
Taxation charge reported in the statement of comprehensive income 0.3 26.9
2013 2012
Recognised directly in equity £m £m
Tax on share-based payments (0.3) 0.1)

The actual tax rate for the period is lower (2012: higher) than the standard rate of corporation tax of 23.5% (2012: 25%). The differences
are explained below:

Taxation credit recognised directly in equity (0.3) 0.1)
2013 2012
Tax reconciliation £m £m
Profit/(loss) before tax 69.8 (135.5)
Prf(%ﬁt/( l(f)ss) before tax multiplied by the corporation tax rate of 23.5% (2012: 25%) 16.4 (33.9)
Effect of:
Adjustments to tax in respect of prior periods (0.6) (2.4)
Net deferred tax (credit)/charge in respect of land and buildings (1.9) 12.8
Costs not deductible for tax purposes 0.4 0.4
Impact of change in tax rate (3.1) 2.1)
Current period taxation charge/(credit) 11.2 (25.2)

The March 2012 Budget announced that the standard rate of corporation tax would change from 26% to 24% with effect from 1 April
2012. Accordingly, the Group’s losses for the prior period were taxed at an effective rate of 25%. The Budget also announced a further
reduction in the standard rate of corporation tax from 24% to 22% phased in over two years at 1% per annum from April 2013. The
change from 24% to 23% with effect from 1 April 2013 was enacted in the Finance Act 2012 in July 2012. As such an exceptional
deferred tax credit of £2.1 million was recognised in the prior period and the Group’s profits for the current period have been taxed at an
effective rate of 23.5%.

The December 2012 Autumn Statement announced that the standard rate of corporation tax would now change from 23% to 21% with
effect from 1 April 2014. The March 2013 Budget then announced that the standard rate of corporation tax would change from 21% to
20% with effect from 1 April 2015. These changes were both enacted in the Finance Act 2013 in July 2013. An exceptional deferred tax
credit of £3.1 million was recognised in the current period in respect of this.
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2013 2012
Paid in the period £m £m
Final dividend for 2012 of 3.90p per share (2011: 3.70p) 22.2 21.0
Interim dividend for 2013 of 2.30p per share (2012: 2.20p) 13.1 12.5
35.3 33.5

A final dividend for 2013 of 4.10p per share amounting to £23.4 million has been proposed for approval at the Annual General Meeting,
but has not been reflected in the financial statements.

This dividend will be paid on 3 February 2014 to those shareholders on the register at close of business on 20 December 2013.

Basic earnings per share are calculated by dividing the profit/(loss) attributable to equity shareholders by the weighted average number of
ordinary shares in issue during the period, excluding treasury shares and those held in the Executive Share Option Plan and the Long Term
Incentive Plan.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive
potential ordinary shares. These represent share options granted to employees where the exercise price is less than the weighted average
market
price of
Underlying earnings per share figures are presented to exclude the effect of exceptional items. The Directors consider that the  the
supplementary figures are a useful indicator of performance. Company’s shares during the period.

2013 2012
Per share Per share
Earnings amount Earnings amount
£m P £m P
Basic earnings/(loss) per share 58.6 10.3 (110.3) (19.4)
Diluted earnings/(loss) per share* 58.6 10.2 (110.3) (19.4)
Underlying earnings per share figures
Basic earnings per share before exceptional items 70.0 12.3 69.9 12.3
Diluted earnings per share before exceptional items 70.0 12.2 69.9 12.2

* The 2012 diluted earnings per share is the same as the basic earnings per share as the inclusion of the dilutive potential ordinary
shares would reduce the loss per share and as such is not dilutive in accordance with IAS 33 ‘Earnings per Share’.

2013 2012

m m
Basic weighted average number of shares 569.4 568.9
Dilutive options 5.1 4.6

Diluted weighted average number of shares 574.5 573.5
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Cost

At 30 September 2012 and 5 October 2013 225.3

Aggregate impairment

At 30 September 2012 and 5 October 2013 1.1

Net book amount at 29 September 2012 2242

Net book amount at 5 October 2013 224.2
£m

Cost

At 2 October 2011 and 29 September 2012 225.3

Aggregate impairment

At 2 October 2011 and 29 September 2012 11
Net book amount at 1 October 2011 2242
Net book amount at 29 September 2012 224.2

Goodwill has been allocated across the operating segments, and the value of the recoverable amounts allocated to those segments has been
estimated and compared to the carrying amounts. Recoverable amounts are determined based on the higher of value in use and fair value
less costs to sell.

At 29 September 2012 the carrying amount of goodwill was allocated £115.2 million to Managed Pubs, £85.4 million to Tenanted and
Franchised and £23.6 million to Brewing. The Group’s operating segments were revised in the current period and, as such, at 5 October
2013 the carrying value of goodwill has been allocated £87.5 million to Destination and Premium, £86.6 million to Taverns, £26.5 million
to Leased and £23.6 million to Brewing. Goodwill has been allocated to operating segments based on the extent to which the benefits of
acquisitions flow to that segment.

The key assumptions used in determining value in use are the pre-tax discount rate applied to the cash flow projections of 7.5% (2012:
6.0%) and the growth rate used to extrapolate the projected cash flows beyond the one year budgets of 2.0% (2012: 2.0%) in line with an
expected long-term growth rate which is below the long-term average growth rate for the industry. Risk factors are considered to be similar
in each of the Group’s operating segments.

Other commercial assumptions relate to market growth, market share and net selling prices. These assumptions are based on historic trends
adjusted for management estimates of future prospects. These estimates take account of economic forecasts, marketing plans, political

factors and assessments of competitors’ strategy.

The above impairment tests demonstrated that the Group had substantial levels of headroom and as such no impairment of goodwill was
required in the current or prior period.
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For the 53 weeks ended 5 October 2013

Acquired Lease Computer Development
brands premiums software costs Total
£m £m £m £m £m
Cost
At 30 September 2012 19.3 2.0 7.3 0.1 28.7
Additions - - 1.7 - 1.7
Net transfers to assets held for sale and disposals - - (0.2) - (0.2)
At 5 October 2013 19.3 2.0 8.8 0.1 30.2
Amortisation
At 30 September 2012 - 1.4 3.8 - 52
Charge for the period - - 1.0 - 1.0
Net transfers to assets held for sale and disposals - - (0.1) - 0.1)
At 5 October 2013 - 1.4 4.7 - 6.1
Net book amount at 29 September 2012 19.3 0.6 3.5 0.1 235
Net book amount at 5 October 2013 19.3 0.6 4.1 0.1 241
Acquired brands are initially recognised at their fair value on acquisition. Given the anticipated level of investment in acquired
brands, and there being no legal or regulatory limits to their useful lives, they are regarded as having indefinite useful lives and
no annual amortisation is provided.
Lease premiums classified as intangible assets are those acquired with new subsidiaries.
Acquired Lease Computer Development
brands premiums software costs Tot al
£m £m £m £m £m
Cost
At 2 October 2011 19.3 2.0 6.7 0.1 28.1
Additions - - 0.8 - 0.8
Net transfers to assets held for sale and disposals - - (0.2) - (0.2)
At 29 September 2012 19.3 2.0 7.3 0.1 28.7
Amortisation
At 2 October 2011 - 0.5 3.0 - 3.5
Charge for the period - 0.1 0.9 - 1.0
Impairment - 0.8 - - 0.8
Net transfers to assets held for sale and disposals - - 0.1) - 0.1)
At 29 September 2012 - 1.4 3.8 - 5.2
Net book amount at 1 October 2011 19.3 1.5 3.7 0.1 24.6
Net book amount at 29 September 2012 19.3 0.6 3.5 0.1 23.5
The carrying value of acquired brands is split as follows:
2013 2012
£m £m
Wychwood 13.6 13.6
Jennings 2.8 2.8
Ringwood 2.9 2.9
19.3 19.3

Acquired brands relate to Brewing.
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The carrying values of acquired brands are subject to annual impairment reviews on a value in use basis. The recoverable amount of each
brand is calculated based on anticipated future income generated by that brand. The key assumptions used in the impairment testing of
brands are a pre-tax discount rate of 7.5% (2012: 6.0%) and a long-term growth rate used to extrapolate cash flows beyond the cash flow
projection period of one year of 2.0% (2012: 2.0%) in line with an expected long-term growth rate which is below the long-term average
growth rate for the industry. These assumptions are based on historic trends adjusted for management estimates of future prospects, and
take account of economic forecasts, marketing plans, political factors and assessments of competitors’ strategy.

The above impairment tests demonstrated that the Group had sufficient levels of headroom and as such no impairment of acquired
brands was required in the current or prior period.

Fixtures,
fittings, tools
Land and Plant and and
buildings machinery equipment Total
£m £m £m £m
Cost or valuation
At 30 September 2012 1,819.4 352.3 2,213.7
Additions 125.4 42.0 34.8 171.8
Net transfers to assets held for sale and disposals (59.5) 11.6 (76.6) (140.3)
Revaluation 4.3 (4.2) - - 4.3
At 5 October 2013 1,889.6 49.4 310.5 2,249.5
Depreciation
At 30 September 2012 0.3 194.4 218.1
Charge for the period 1.9 23.4 30.9 36.1
Net transfers to assets held for sale and disposals - 3.3 (64.0) (68.0)
Revaluation (0.3) (4.0) — - (0.3)
At 5 October 2013 1.9 22.7 161.3 185.9
Net book amount at 29 September 2012 1,819.1 18.6 1579 1,995.6
Net book amount at 5 October 2013 1,887.7 26.7 149.2 2,063.6
Fixtures,
fittings, tools
Land and Plant and and
buildings machinery equipment Total
£m £m £m £m
Cost or valuation
At 2 October 2011 1,819.5 40.4 351.6 2,211.5
Additions 91.3 3.9 36.3 131.5
Net transfers to assets held for sale and disposals (58.8) (2.3) (35.6) (96.7)
Revaluation (32.6) - - (32.6)
At 29 September 2012 1,819.4 42.0 352.3 2,213.7
Depreciation
At 2 October 2011 13.5 22.5 186.1 222.1
Charge for the period 2.0 3.2 34.5 39.7
Net transfers to assets held for sale and disposals - (2.3) (28.4) (30.7)
Revaluation/impairment (15.2) - 2.2 (13.0)
At 29 September 2012 0.3 234 194.4 2181
Net book amount at 1 October 2011 1,806.0 17.9 165.5 1,989.4
Net book amount at 29 September 2012 1,819.1 18.6 157.9 1,995.6
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The net book amount of land and buildings is split as follows:

2013 2012
£m £m
Freehold properties 1,652.0 1,607.3
Leasehold properties over 50 years unexpired 211.4 190.4
Leasehold properties under 50 years unexpired 24.3 21.4

1,887.7 1,819.1

Cost or valuation of land and buildings comprises:

2013 2012

£m £m
Valuation 1,770.2 1,771.3
At cost 119.4 48.1

1,889.6 1,819.4

If the freehold and leasehold properties had not been revalued, the historical cost net book amount would be £1,372.5 million
(2012: £1,349.0 million).

Cost at 5 October 2013 includes £29.5 million (2012: £28.0 million) of assets in the course of construction.

Interest costs of £0.9 million (2012: £nil) were capitalised in respect of the financing of major projects, using the Group’s bank
borrowings interest rate.

Loss on disposal of property, plant and equipment and assets held for sale was £5.0 million (2012: profit of £2.2 million).

Capital expenditure authorised and committed at the period end but not provided for in the financial statements was £10.5 million
(2012: £14.9 million).

The net book amount of land and buildings held under finance leases at 5 October 2013 was £21.4 million (2012: £nil). The net book
amount of land and buildings held as part of sale and leaseback arrangements that do not fall within the scope of IAS 17 ‘Leases’ was
£112.0 million (2012: £nil).

During the current period various properties were reviewed for impairment and/or material changes in value. These valuation
adjustments were recognised in the revaluation reserve or the income statement as appropriate.

At 1 July 2012 independent chartered surveyors revalued the Group’s freehold and leasehold properties on an open market value basis.
These valuations were incorporated into the financial statements and the resulting revaluation adjustments were taken to the revaluation

reserve or income statement as appropriate.

The impact of the revaluations/impairments described above is as follows:

2013 2012
£m £m
Income statement:
Revaluation loss charged as an impairment = (214.5)
Reversal of past impairments 25 1.9
25 (212.6)
Revaluation reserve:
Unrealised revaluation surplus 21 329.9
Reversal of past revaluation surplus = (136.9)
21 193.0
Net increase/(decrease) in shareholders’ equity/property, plant and equipment 4.6 (19.6)
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2013 2012

Trade loans £m £m
At beginning of the period 14.3 17.1
Additions 21 2.1
Disposals, repayments and impairments (3.6) 4.9
At end of the period 12.8 14.3

Other non-current assets are shown net of a provision of £1.5 million (2012: £1.7 million).

2013 2012

£m £m
Raw materials and consumables 5.6 5.7
Work in progress 0.6 0.5
Finished goods 15.3 16.0
21.5 22.2

2013 2012

£m £m
Properties 59.9 39.2

During the current and prior period, all properties classed as held for sale were reviewed for impairment. This review identified an
impairment of £nil (2012: £1.2 million) which was taken to the income statement.

2013 2012

£m £m
Trade receivables 28.6 27.1
Prepayments and accrued income 25.7 20.3
Other receivables 14.7 15.1
69.0 62.5

Trade receivables are shown net of a provision of £0.7 million (2012: £0.9 million). Other receivables are shown net of a provision of
£4.3 million (2012: £5.4 million).

The ageing analysis of trade receivables is as follows:

2013 2012
£m £m
Neither past due nor impaired 22.5 19.1
Less than 30 days 24 4.5
31 to 60 days 0.7 0.8
Greater than 60 days 3.0 2.7
28.6 27.1

Included within other receivables is an amount of £6.2 million (2012: £6.8 million), net of provision, which relates to amounts due from
tenants of licensed properties. A significant proportion of this balance is greater than 60 days old.

All of the Group’s trade receivables are denominated in pounds sterling.

Included within trade receivables are balances which are past due at the balance sheet date but have not been provided for, as these are
considered to be recoverable. These balances relate to established customers for whom there is no recent history of default. Trade
receivables that are less than three months past due are not generally considered impaired unless there is objective evidence that the

Group will not be able to collect all amounts due according to the original terms of the receivables.

At 5 October 2013 the value of collateral held in the form of cash deposits was £8.5 million (2012: £8.5 million).
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2013 2012
Current £m £m
Unsecured bank borrowings (0.8) 0.8)
Securitised debt 23.4 22.1
Finance leases 0.1 -
22.7 21.3
2013 2012
Non-current £m £m
Unsecured bank borrowings 189.6 172.9
Securitised debt 964.2 987.6
Finance leases 20.8 -
Other lease related borrowings 87.7 —
Preference shares 0.1 0.1
1,262.4 1,160.6
Unsecured bank borrowings due within one year represent unamortised issue costs expected to be charged to the income statement
within 12 months of the balance sheet date.
Other lease related borrowings represent amounts due under sale and leaseback arrangements that do not fall within the scope of IAS
17 ‘Leases’.
All of the Group’s borrowings are denominated in pounds sterling. There were no instances of default, including covenant terms, in
either the current or prior period.
The maturity profile of the carrying amount of the Group’s borrowings at the period end was as follows:
2
Unathortised Net Gross Unamortised Net
isue costs borrowings borrowings issue costs borrowings
3
2012
Gross borrowings
Due: £m £m £m £m £m £m
Within one year 241 (1.4) 22.7 22.7 (1.4) 213
In more than one year but less than two years 25.5 (1.4) 241 199.0 (1.4) 197.6
In more than two years but less than five years 276.5 (2.5) 274.0 80.5 (3.0 71.5
In more than five years 976.1 (11.8) 964.3 891.2 (5.7 885.5
1,302.2 (17.1) 1,285.1 1,193.4 (11.5) 1,181.9
The carrying amount and the fair value of the Group’s borrowings are as follows:
Carrying amount Fair value
2013 2012 2013 2012
£m £m £m £m
Unsecured bank borrowings 191.0 175.0 191.0 175.0
Securitised debt 995.6 1,018.3 971.5 879.3
Finance leases 20.9 - 20.9 -
Other lease related borrowings 94.6 - 94.6 -
Preference shares 0.1 0.1 0.1 0.1
1,302.2 1,193.4 1,278.1 1,054.4

The Group has 75,000 (2012: 75,000) preference shares of £1 each in issue at the balance sheet date. The preference shares carry the right
to a fixed cumulative preferential dividend at the rate of 6% per annum (they are also entitled to a non-cumulative dividend of 1% per
annum provided that dividends of not less than £24,000 have been paid on the ordinary shares in that year). They participate in the event
of a winding-up and on a return of capital and carry the right to attend and vote at general meetings of the Company, carrying four votes
per share.
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2013 2012

Interest rate swaps £m £m
Current assets 6.8 13.7
Current liabilities (6.8) (14.1)
Non-current liabilities (134.6) (187.3)

(134.6) (187.7)

Details of the Group’s interest rate swaps are provided in note 20.

On 9 August 2005 £805.0 million of secured loan notes were issued in connection with the securitisation of 1,592 of the Group’s pubs
held in Marston’s Pubs Limited. On 22 November 2007, a further £330.0 million of secured loan notes (tranches A4 and AB1) were
issued in connection with the securitisation of an additional 437 of the Group’s pubs, also held in Marston’s Pubs Limited. The loan
notes are secured over the properties and their future income streams and were issued by Marston’s Issuer PLC, a special purpose
entity.

During the period ended 5 October 2013, 104 (2012: 4) of the securitised pubs were sold to third parties and 5 pubs (2012: 5) were
sold to another member of the Group. The carrying amount of the securitised pubs at 5 October 2013 was £1,409.8 million (2012:
£1,414.4 million).

The securitisation is governed by various covenants, warranties and events of default, many of which apply to Marston’s Pubs Limited.
These include covenants regarding the maintenance and disposal of securitised properties and restrictions on the ability to move cash to

other companies within the Group.

The securitised debt at 5 October 2013 consists of six tranches with the following principal terms:

2013 2012 Principal repayment  Expected Expected
Tranche £m £m Interest period — by instalments  average life maturity date
Al 131.6 147.2 Floating 2013 to 2020 7 years 2020
A2 214.0 214.0 Fixed/floating 2020 to 2027 14 years 2027
A3 200.0 200.0 Fixed/floating 2027 to 2032 19 years 2032
A4 215.0 222.1 Floating 2013 to 2031 18 years 2031
AB1 80.0 80.0 Floating 2031 to 2035 22 years 2035
B 155.0 155.0 Fixed/floating 2032 to 2035 22 years 2035

995.6 1,018.3

Interest on the Class Al notes was payable at three month LIBOR plus a margin of 0.55%, stepping up to three month LIBOR plus
1.375% from July 2012.

Interest on the Class A2 notes is payable at a rate of 5.1576% until July 2019 and thereafter at three month LIBOR plus a margin
of 1.32%.

Interest on the Class A3 notes is payable at a rate of 5.1774% until April 2027 and thereafter at three month LIBOR plus a margin
of 1.45%.

Interest on the Class A4 notes was payable at three month LIBOR plus a margin of 0.65%, stepping up to three month LIBOR plus
1.625% from October 2012.

Interest on the Class AB1 notes was payable at three month LIBOR plus a margin of 1.25%, stepping up to three month LIBOR plus
3.125% from October 2012.

Interest on the Class B notes is payable at a rate of 5.6410% until July 2019 and thereafter at three month LIBOR plus a margin of
2.55%.

All floating rate notes are hedged in full by the Group using interest rate swaps whereby all interest payments are swapped to fixed
interest payable.

At 5 October 2013 Marston’s Pubs Limited held cash of £76.6 million (2012: £51.0 million), which was governed by certain restrictions
under the covenants associated with the securitisation.
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The accounting policies for financial instruments have been applied to the line items below:

At 5 October 2013

Assets as per the balance sheet
Derivative financial instruments
Trade receivables (before provision)
Other receivables (before provision)
Trade loans (before provision)

Cash and cash equivalents

At 5 October 2013

Liabilities as per the balance sheet

Derivative financial instruments
Borrowings

Trade payables

Other payables

At 29 September 2012

Assets as per the balance sheet
Derivative financial instruments
Trade receivables (before provision)
Other receivables (before provision)
Trade loans (before provision)

Cash and cash equivalents

At 29 September 2012

Liabilities as per the balance sheet

Derivative financial instruments
Borrowings

Trade payables

Other payables

Derivatives
used for
hedging

£m

134.6

134.6

Derivatives
used for
hedging

£m

187.3

187.3

profit or
loss

£m

Liabilities
at fair
value

through

profit or
loss
£m

6.8

A s s e t s
f air v a
t hr o

Loans and
receivables

£m

29.3
19.0
14.3
94.1

156.7

Other

financial

liabilities
£m

1,285.1
71.0
25.0

6.8 1,381.1 1,522.5

profit or
loss

13.7

Liabilities
at fair
value

through
profit or
loss

£m

14.1

t hr o
Loans and
receivables

£m

28.0
20.5
16.0
60.8

125.3

Other
financial
liabilities
£m

1,181.9
61.0
26.6

1,269.5

T 0 -

a
I u
u.g

Tot al
£m

6.8
293
19.0
14.3
94.1

163.5

Tot al
£m

141.4
1,285.1
71.0
25.0

13.7
28.0
20.5
16.0
60.8

139.0

Tot al
£m

201.4
1,181.9
61.0
26.6

1,470.9

The fair value of financial instruments that are not traded in an active market, such as over-the-counter derivatives, is determined
using valuation techniques. The Group obtains such valuations from counterparties who use a variety of assumptions based on

market conditions existing at each balance sheet date.
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The fair values of all financial instruments are equal to their book values, with the exception of borrowings (note 17). The carrying value
less impairment provision of trade receivables, other receivables and trade loans, and the carrying value of trade payables and other
payables, are assumed to approximate their fair values.

IFRS 7 requires fair value measurements to be recognised using a fair value hierarchy that reflects the significance of the inputs used in
the measurements, according to the following levels:

Level 1 —unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 — inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.

Level 3 — inputs for the asset or liability that are not based on observable market data.

The table below shows the level in the fair value hierarchy into which fair value measurements have been categorised:

2013 2012
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets as per the balance sheet £m £m £m £m £m £m £m £m
Derivative financial instruments - 13.7 - 13.7
2013 2012
. . Level 1 Level 2 Level 3 Tot al Level 1 Level 2 Level 3 Total
Liabilities as per the balance £m £m £m £m £m £m P £m
sheet Derivative financial instruments _ 201.4 _ 201.4
- 6.8 - 6.8
- 141.4 - 141.4

There were no transfers between Levels 1, 2 and 3 fair value measurements during the current or prior period.

Over the life of the Group’s derivative financial instruments, the cumulative fair value gain/loss on those instruments will be £nil as it is
the Group’s intention to hold them to maturity.

The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risk and foreign currency risk),
counterparty risk, credit risk and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the Group’s financial performance. The Group uses derivative
financial instruments to hedge certain risk exposures.

Risk management is carried out by a central treasury department (Group Treasury) under policies approved by the Board. Group Treasury
identifies, evaluates and hedges financial risks. The Board provides principles for overall risk management, as well as policies covering
specific areas, such as interest rate risk, credit risk, investment of excess liquidity and use of derivative and non-derivative financial
instruments.

The Group’s income and operating cash flows are substantially independent of changes in market interest rates, and as such the
Group’s interest rate risk arises from its long-term borrowings. Borrowings issued at variable rates expose the Group to cash flow
interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate risk.

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consideration
refinancing, renewal of existing positions, alternative financing and hedging. Based on these scenarios, the Group calculates the impact
on the income statement of a defined interest rate shift. The scenarios are run only for liabilities that represent the major interest-
bearing positions.

The Group 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. Generally, the Group raises long-term borrowings at floating
rates and swaps them into fixed rates that are lower than those available if the Group borrowed at fixed rates directly. Under the interest
rate swaps, the Group 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.

If interest rates had been 0.5% higher/lower during the period ended 5 October 2013, with all other variables held constant, post-tax
profit/(loss) for the period would have been £0.3 million (2012: £0.3 million) lower/higher as a result of higher/lower interest expense.
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The Group uses interest rate swaps to fix the interest rate payable on the floating rate tranches of its securitised debt (note 19). The
notional principal amounts of these interest rate swap contracts at 5 October 2013 totalled £426.6 million (2012: £449.3 million). These
interest rate swaps, including borrowing margins, fix interest at 6.2% and 7.3%. The movement in fair value recognised in other
comprehensive income in the period was a gain of £44.0 million (2012: loss of £28.5 million).

On 22 March 2012 the Group entered into two forward starting interest rate swaps of £60.0 million each to fix the interest rate payable on
the Group’s unsecured bank borrowings. The interest rate swaps commenced on 27 April 2012, fix interest at 4.1% and terminate on 30
April 2020. In total, the fair value of these two new swaps at inception was £(18.9) million (note 4). The movement in fair value
recognised in other comprehensive income in the period was a gain of £5.6 million (2012: loss of £5.6 million). The movement in fair
value recognised in the income statement in the period was a gain of £3.1 million (2012: £nil).

On 1 October 2007 the Group entered into two interest rate swaps of £70.0 million each to fix the interest rate payable on the Group’s
unsecured bank borrowings. These interest rate swaps fix interest at 5.5% and 5.6% and terminate on 1 October 2014. The movement in
fair value recognised in the income statement in the period was a gain of £6.9 million (2012: £3.9 million).

On 22 March 2012 the Group entered into four new fixed-to-floating interest rate swaps of £35.0 million each. In total, these swaps are
equal and opposite to the above two floating-to-fixed interest rate swaps of £70.0 million each. The total fair value of the four new swaps at
inception was £15.1 million (note 4). The movement in fair value recognised in the income statement in the period was a loss of £6.9
million (2012: £1.4 million).

On 20 May 2009 the Group entered into a forward starting interest rate swap of £20.0 million. This interest rate swap commenced on 9
August 2010, fixed interest at 3.3% and terminated on 8 August 2013. This swap had been designated as a cash flow hedge of the forecast
floating rate interest payments arising on the first £20.0 million of borrowings under the Group’s previous bank facility. During the prior
period the Group entered into a new bank facility and as such these forecast transactions were no longer expected to occur. Therefore the
cumulative hedging loss of £0.8 million that had been reported in equity was transferred to the income statement in the prior period. The
movement in fair value recognised in other comprehensive income in the period was a gain of £nil (2012: £0.1 million). The movement in
fair value recognised in the income statement in the period was a gain of £0.4 million (2012: £0.4 million).

The interest rate risk profile, after taking account of derivative financial instruments, is as follows:

2

0 Fixed Floating Fixed

1 rate rate rate

3 financial financial financial

2Iiabilities Total liabilities liabilities Total

012

Floating rate financial liabilities
£m £m £m £m £m £m

Borrowings 186.5 1,115.7 1,302.2 35.0 1,158.4 1,193.4

The weighted average interest rate of the fixed rate financial borrowings was 5.8% (2012: 5.4%) and the weighted average period for
which the rate is fixed was 16 years (2012: 16 years).

The Group buys and sells goods denominated in non-sterling currencies, principally US dollars and euros. As a result, movements
in exchange rates can affect the value of the Group’s income and expenditure. The Group’s exposure in this area is not considered to
be significant.

The Group’s counterparty risk in respect of its cash and cash equivalents is mitigated by the use of various banking institutions for its
deposits.

There is no significant concentration of counterparty risk in respect of the Group’s pension assets, as these are held with a range of
institutions.

Credit risk is managed on a Group basis. Credit risk arises from credit exposure to customers, including outstanding receivables and
committed transactions. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, an
assessment is made of the credit quality of the customer, taking into account its financial position, past experience and other factors.
Individual credit limits are set based on internal or external ratings in accordance with limits set by the Board. The utilisation of and
adherence to credit limits is regularly monitored.
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A provision for impairment of trade receivables, other receivables and trade loans has been estimated by management and is based on
prior experience and known factors at the balance sheet date after taking into account collateral held in the form of cash deposits and
fixtures and fittings. Receivables are written off against the provision for impairment when management considers that the debt is no

longer recoverable.

The Group has no significant concentration of credit risk in respect of its customers. The maximum exposure to credit risk at the
reporting date is the carrying value of each class of receivable.

The Group applies a prudent liquidity risk management policy, which involves maintaining sufficient cash, ensuring the availability of

funding through an adequate amount of committed credit facilities and having the ability to close out market positions. Due to the

dynamic nature of the underlying business, Group Treasury maintains the availability of committed credit lines to ensure that the Group

has flexibility in funding.

Management monitors rolling forecasts of the Group’s liquidity reserve (comprising undrawn borrowing facilities and cash and cash
equivalents) on the basis of expected cash flow. In addition, the Group’s liquidity management policy involves maintaining debt financing
plans, projecting cash flows and considering the level of liquid assets necessary to meet these, and monitoring balance sheet liquidity ratios
against internal and external regulatory requirements. The Group’s borrowing covenants are subject to regular review.

The table below analyses the Group’s financial liabilities and non-settled derivative financial instruments into relevant maturity groupings
based on the remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are the

contractual undiscounted cash flows.

Less than 1 Bety 11 Bety 12 Over
year and 2 years and 5 years 5 years Total
At 5 October 2013 £m £m £m £m £m
Borrowings 70.8 73.5 413.7 1,352.6 1,910.6
Derivative financial instruments 29.2 19.7 34.0 74.3 157.2
Trade payables 71.0 — — — 71.0
Other payables 25.0 — — — 25.0
196.0 93.2 447.7 1,426.9 2,163.8
Less than 1 Between 1 Between 2 Over
year and 2 years and 5 years 5 years Total
At 29 September 2012 £m £m £m £m £m
Borrowings 69.7 69.9 388.9 1,407.4 1,935.9
Derivative financial instruments 30.5 29.6 56.4 105.0 221.5
Trade payables 61.0 - - - 61.0
Other payables 26.6 - - - 26.6
187.8 99.5 445.3 1,512.4 2,245.0
2013 2012
£m £m
Trade payables 71.0 61.0
Other taxes and social security 32.4 23.5
Accruals and deferred income 45.9 45.8
Other payables 25.0 26.6
174.3 156.9

Other payables include £10.3 million (2012: £11.0 million) payable in respect of a supplier credit arrangement.
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For the 53 weeks ended 5 October 2013

Deferred tax is calculated on temporary differences between tax bases of assets and liabilities and their carrying amounts under the

liability method using a tax rate of 20% (2012: 23%). The movement on the deferred tax accounts is shown below:

2013 2012
£m £m
At beginning of the period 87.6 96.0
Charged/(credited) to the income statement 0.4 (38.5)
(Credited)/charged to equity
Impairment and revaluation of properties (15.6) 42 6
Hedging reserve 15.0 (5.0)
Retirement benefits 0.9 (7.4)
Share-based payments (0.1) (0.1)
At end of the period 88.2 87.6
The movements in deferred tax assets and liabilities (prior to the offsetting of balances within the same jurisdiction as permitted by
IAS 12) during the period are shown below. Deferred tax assets and liabilities are only offset where there is a legally enforceable
right of offset and there is an intention to settle the balances net.
Accelerated Rolled
capital  Revaluation over
allowances of properties capital Other Total
Deferred tax liabilities £m £m gains £m £m £m
At 30 September 2012 35.3 1141 2.0 7.6 159.0
Credited to the income statement (4.2) - (1.3) (2.4) (7.9)
Credited to equity - (15.6) - - (15.6)
At 5 October 2013 311 98.5 0.7 5.2 135.5
Hedging
Pensions Tax losses reserve Other Tot al
Deferred tax assets £m £m £m £m £m
At 30 September 2012 (5.6) (23.5) (38.8) (3.5) (71.4)
Charged to the income statement 3.7 2.8 - 1.8 8.3
Charged/(credited) to equity 0.9 - 15.0 (0.1) 15.8
At 5 October 2013 (1.0) (20.7) (23.8) (1.8) (47.3)
Net deferred tax liability
At 29 September 2012 87.6
At 5 October 2013 88.2
Accelerated Rolled over
capital Revaluation capital
Pensions allowances of proper ties gains Other Tot al
Deferred tax liabilities £m £m £m £m £m £m
At 2 October 2011 1.8 37.4 107.0 6.9 6.2 159.3
(Credited)/charged to the income statement - (2.1) (35.5) (4.9) 1.4 (41.1)
(Credited)/charged to equity (1.8) - 42.6 - 40.8
At 29 September 2012 - 35.3 1141 2.0 7.6 159.0
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Hedging

Pensions Tax losses reser ve Other Total
Deferred tax assets £m £m £m £m £m
At 2 October 2011 - (24.8) (33.8) 4.7 (63.3)
Charged to the income statement - 1.3 - 1.3 2.6
Credited to equity (5.6) - (5.0) (0.1) (10.7)
At 29 September 2012 (5.6) (23.5) (38.8) (3.5) (71.4)
Net deferred tax liability
At 1 October 2011 96.0
At 29 September 2012 87.6

Deferred tax assets have been recognised in respect of all tax losses and other temporary differences where it is probable that these assets
will be recovered.

2013 2012
£m £m
Other liabilities 0.5 0.6
2013 2012
Property leases £m £m
At beginning of the period 17.7 24.9
Released in the period (1.9) (4.6)
Provided in the period 0.9 2.7
Unwinding of discount 0.7 0.9
Utilised in the period (3.8) (6.2)
At end of the period 13.6 17.7

When valuations of leasehold properties (based on future estimated income streams) give rise to a deficit as a result of onerous
lease conditions they are recognised as liabilities in provisions. Other contractual property costs are also recorded as provisions as
appropriate.

Payments are expected to continue on these properties for periods of 1 to 56 years (2012: 1 to 57 years).

During the period the Group contributed to a funded defined benefit (final salary) pension scheme and a number of defined contribution
arrangements.

Pension costs for defined contribution schemes are as follows:

2013 2012
£m £m
Defined contribution schemes 3.8 2.8
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For the 53 weeks ended 5 October 2013

An updated actuarial valuation of the Marston’s PLC Pension and Life Assurance Scheme was performed by

Mercer as at

5 October 2013
for the purposes of IAS 19. The principal assumptions made by the actuaries were: 2013

2012 4.4% 4.4%
Discount rate 3.7% 3.1%
Rate of increase in pensionable salaries 3.1% 2.6%
Rate of increase in pensions — 5% LPI 2.1% 1.9%
Rate of increase in pensions — 2.5% LPI 3.2% 2.6%
Inflation assumption (RPI) 2.2% 2.0%
Inflation assumption (CPI) N/A 4.9%
Expected return on scheme assets
Life expectancy for active and deferred members from age 65 23.5years 23.4 years
Male 259 years 25.8years
Female
Life expectancy for current pensioners from age 65 21.7 years 21.6 years
Male 23.9years 23.8 years
Female
The expected return on scheme assets was based on market expectation at the beginning of the period for
returns over the entire life of the benefit obligation. Mortality assumptions are based on standard tables adjusted for scheme
experience and with an allowance for future improvement in life expectancy.
Movement in scheme assets and liabilities during the period:

Scheme ass ets Scheme liabili ties Net deficit
2013 2012 2013 2012 2013 2012
£m £m £m £m £m £m
At beginning of the period 390.4 368.7 (414.9) (361.6) (24.5) 7.1
Current service cost - - (2.0) (2.1) (2.0) (2.1)
Interest cost on benefit obligations - - (17.9) (18.8) (17.9) (18.8)
Expected return on scheme assets 18.6 19.3 - - 18.6 19.3
Employer contributions 15.8 14.0 - - 15.8 14.0
Employee contributions 0.1 0.1 (0.1) (0.1) - -
Benefits paid (17.0) (16.6) 17.0 16.6 -
Curtailment gain - - 1.4 1.0 -1.4 1.0
Actuarial gains/(losses) 19.9 4.9 (16.4) (49.9) 3.5 (45.0)
At end of the period 427.8 390.4 (432.9) (414.9) (5.1) (24.5)
A proportion of the scheme liabilities has been secured by a buy-in policy and as such this proportion of liabilities is matched
by annuities.
The major categories of scheme assets as a percentage of total scheme assets are as follows:
2013 2012

Equities/Properties 44.0% 49.0%
Bonds/Gilts 44.0% 38.0%
Cash/Other 1.0% 1.0%
Buy-in policy (matching annuities) 11.0% 12.0%

The actual return on scheme assets was a gain of £38.5 million (2012: £24.2 million).
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The amounts recognised in the income statement are as follows:

2013 2012
£m £m
Current service cost 2.0 2.1
Curtailment gain (1.4) (1.0)
Interest cost on benefit obligations 17.9 18.8
Expected return on scheme assets (18.6) (19.3)
Total (income)/expense recognised in the income statement (0.1) 0.6

A charge of £0.6 million (2012: £1.1 million) is included within employee costs (note 5) and a credit of £0.7 million (2012: £0.5 million) is

included within finance costs and income (note 6).

2013 2012

£m £m
At beginning of the period (47.1) 2.1
Net actuarial gains/(losses) recognised in the period 3.5 (45.0)
At end of the period (43.6) (47.1)

Actuarial gains of £0.1 million (2012: losses of £0.2 million) in respect of post-retirement medical benefits have been included in the
statement of comprehensive income.

2013 00 2011 2010 2009

£m fm £m £m £m

Present value of scheme liabilities (432.9) (414.9) (361.6) (382.9) (349.8)
Fair value of scheme assets 427.8 390.4 368.7 357.9 3145

(Deficit)/surplus (5.1) (24.5) 7.1 (25.0) (35.3)
Experience adjustments arising on scheme liabilities - 53 - - 13.1
Experience adjustments arising on scheme assets 19.9 4.9 (8.6) 26.4 222

The employer contributions expected to be paid during the financial period ending 4 October 2014 amount to £15.3 million.

During the period there were three classes of equity-settled employee share incentive plans outstanding:

(a) Save As You Earn (SAYE). Under this scheme employees enter into a savings contract for a period of three to seven years and options
are granted on commencement of the contract, exercisable using the amount saved under the contract at the time it terminates. Options

under the scheme are granted at a discount of 20% to the market price of the shares at the time of the invitation and are not subject to
performance conditions. Exercise of options is subject to continued employment.

(b) Executive Share Option Plan (ESOP). Under this scheme executive share options are awarded at the prevailing market rate on the
date of grant. Options are normally exercisable between three and ten years after grant and upon the achievement of performance
criteria in relation to earnings per share.

(c) Long Term Incentive Plan (LTIP). Under this scheme nil cost options are granted that will only vest provided the participant satisfies
the minimum shareholding requirement and performance conditions relating to earnings per share, as set out in the Directors’
Remuneration Report on page 48, are met.

In 2010, HM Revenue & Customs (HMRC) approved an Approved Performance Share Plan (APSP) to enable participants in the LTIP
to benefit from UK tax efficiencies. As such, awards made in 2010 and future years comprise an HMRC approved option (in respect of
the first £30,000 worth of an award) and an unapproved LTIP award for amounts in excess of this HMRC limit. A further share award

(a linked award) is also provided to enable participants to fund the exercise of the approved option. This linked award is satisfied by
way of shares from the Company’s Employee Benefit Trust but these additional shares are not delivered to the
participant. Under these rules the LTIP options are still issued at nil cost to the employee.
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For the 53 weeks ended 5 October 2013

The tables below summarise the outstanding share options.

Number of shares

Weighted average
exercise price

2013 2012 2013 2012
SAYE: m m p p
Outstanding at beginning of the period 6.2 6.3 83.8 87.7
Granted 0.9 1.3 122.8 78.7
Exercised (1.4) (0.2) 81.1 93.0
Expired (0.6) (1.2) 97.1 97.6
Outstanding at end of the period 5.1 6.2 90.2 83.8
Exercisable at end of the period 0.2 0.2 90.0 135.6

Range of exercise prices

Weighted average remaining contractual life (years)

76.4pto  76.1pto
265.5p  265.5p
2.8 3.0

Number of shares

Weighted average
exercise price

2013 2012 2013 2012
ESOP: m m p p
Outstanding at beginning of the period 0.1 0.1 108.4 108.4
Exercised (0.1) - 108.4 -
Outstanding at end of the period = 0.1 = 108.4
Exercisable at end of the period = 0.1 = 108.4
Range of exercise prices = 108.4p
Weighted average remaining contractual life (years) - 0.3
average
Number of shares exercise price

2013 2012 2013 2012
LTIP: m m p p
Outstanding at beginning of the period 5.1 3.6 -
Granted 1.3 23 - o
Expired (2.2) (0.8) -
Outstanding at end of the period 4.2 5.1 = -

Exercisable at end of the period
Exercise price

LTIP options are exercisable no later than the tenth anniversary of the date of grant.

The fair values of the SAYE, ESOP and LTIP rights are calculated at the date of grant using the Black-Scholes
model. The significant inputs into the model for all schemes unless otherwise stated were:

Dividend yield %
Expected volatility %
Risk free interest rate %
Expected life of rights

LTIP

2012

option-pricing

2013
4.8 6.4

20.6t0 42.4 32910455
0.7to1.2 04t01.3

3 to 5 years 3to 7 years
3 years SAYE

3 years

The expected volatility is based on historical volatility over the expected life of the rights. The performance criteria of the ESOP and

LTIP, as set out previously, are built into the pricing model.

The weighted average fair value of options granted during the period in relation to the SAYE was 16.5p (2012: 14.5p). The fair
value of options granted during the period in relation to the LTIP was 127.1p (2012: 80.9p).
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The weighted average share price for options exercised over the period was 154.1p (2012: 111.5p). The total charge for the period relating
to employee share-based payment plans was £0.2 million (2012: £0.2 million), all of which related to equity-settled share-based

payment transactions. After tax, the total charge was £0.1 million (2012: £0.1

million).
2013 2012

Number Value Number Value
Allotted, called up and fully paid m £m m £m
Ordinary shares of 7.375p each:
At beginning of the period 601.1 44.3 600.9 443
Allotted under share option schemes 1.5 0.1 0.2 -
At end of the period 602.6 44.4 601.1 443

A total of 1.5 million (2012: 0.2 million) ordinary shares were issued during the period ended 5 October 2013 pursuant to the exercise of
ESOP and SAYE share options. The aggregate consideration in respect of these exercises was £1.1 million (2012: £0.2 million).

At 5 October 2013 there were no (2012: 0.1 million) executive share options outstanding and 5.1 million (2012: 6.2 million) SAYE
options outstanding at prices from 76.1p to 265.5p per share exercisable between 2013 and 2020. Details of the Group’s LTIP are
included in the Directors’ Remuneration Report on pages 48 to 49.

The capital redemption reserve of £6.8 million (2012: £6.8 million) arose on share buy-backs.

Own shares represent the carrying value of the investment in own shares held by the Group’s ESOP and LTIP and in treasury shares as set
out in the table below. ESOP and LTIP shares are held pursuant to the Company’s executive share option schemes. The trustee of the ESOP
is Banks’s Brewery Insurance Limited, a wholly-owned subsidiary of Marston’s PLC. The trustee of the LTIP is Computershare Trustees
(C.I) Limited.

2013 2012
Number Value Number Value
m £m m £m
ESOP 0.1 0.1 0.1 0.1
LTIP 1.7 4.1 1.7 4.1
Treasury shares 30.2 126.7 30.2 126.7
32.0 130.9 32.0 130.9

The market value of own shares held is £46.4 million (2012: £36.5 million). Shares held by the LTIP represent 0.3% (2012: 0.3%) of issued
share capital. Treasury shares held represent 5.0% (2012: 5.0%) of issued share capital.

Dividends on own shares have been waived.

The Group considers its capital to comprise total equity (as disclosed on the face of the Group balance sheet) and net debt (note 30). In
managing its capital the primary objective is to ensure that the Group is able to continue to operate as a going concern and to
maximise return to shareholders through a combination of capital growth and distributions. The Group seeks to maintain a ratio of
debt to equity that both balances risks and returns at an acceptable level and retains sufficient funds to comply with lending covenants,
achieve working capital targets and meet investment requirements. The Board reviews the Group’s dividend policy and funding
requirements at least once a year.
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For the 53 weeks ended 5 October 2013

2013 2012
£m £m
Income from other non-current assets (0.3) (0.4)
Decrease/(increase) in inventories 0.7 3.4
Increase in trade and other receivables (6.9) (1.9)
Increase in trade and other payables and other non-current liabilities 12.7 3.2
Movements in respect of property, plant and equipment, assets held for sale and intangible assets 25 212.4
Share-based payments 0.2 0.2
Working capital and non-cash movements 8.9 210.1

Further details of movements in respect of property, p lant and equipment, assets held for sale and intangible assets are given in notes
4,11, 12 and 15.

Non-cash
movements
and deferred
2013 Cash flow issue costs 2012
Analysis of net debt £m £m £m £m
Cash and cash equivalents
Cash at bank and in hand 94.1 333 - 60.8
94.1 333 - 60.8
Debt due within one year
Bank loans 0.8 - - 0.8
Securitised debt (23.4) 22.7 (24.0) (22.1)
Finance leases (0.1) 0.3 0.4 -
(22.7) 23.0 (24.4) (21.3)
Debt due after one year
Bank loans (189.6) (16.0) (0.7) (172.9)
Securitised debt (964.2) - 23.4 (987.6)
Finance leases (20.8) - (20.8) -
Other lease related borrowings (87.7) (94.6) 6.9 -
Preference shares (0.1) - - (0.1)
(1,262.4) (110.6) 8.8 (1,160.6)
Net debt (1,191.0) (54.3) (15.6) (1,121.1)

Bank loans due within one year represent unamortised issue costs expected to be charged to the income statement within 12 months of the
balance sheet date. Bank loans due after one year represent amounts drawn down under the Group’s revolving credit facility, net of
unamortised issue costs expected to be charged to the income statement after 12 months from the balance sheet date.

Other lease related borrowings represent amounts due under sale and leaseback arrangements that do not fall within the scope of IAS
17 ‘Leases’.

Net debt does not include other financial liabilities such as trade and other payables.
Included within cash at bank and in hand is an amount of £2.6 million (2012: £3.7 million) relating to a letter of credit with Royal Sun
Alliance Insurance, an amount of £0.5 million (2012: £0.5 million) relating to a letter of credit with Aviva, and an amount of £8.5 million

(2012: £8.5 million) relating to collateral held in the form of cash deposits. These amounts are considered to be restricted cash.

In addition, cash held in connection with the securitised business is governed by certain restrictions under the covenants associated with
the securitisation (note 19).
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2013 2012
Reconciliation of net cash flow to movement in net debt £m £m
Increase in cash and cash equivalents in the period 33.3 7.8
Cash inflow from movement in debt (87.6) (27.6)
Change in debt resulting from cash flows (54.3) (19.8)
Non-cash movements and deferred issue costs (15.6) (0.5)
Movement in net debt in the period (69.9) (20.3)
Net debt at beginning of the period (1,121.1)  (1,100.8)
Net debt at end of the period (1,191.0)  (1,121.1)

2013 2012
Reconciliation of net debt before lease financing to net debt £m £m
Cash and cash equivalents 94.1 60.8
Bank loans (188.8) (172.1)
Securitised debt (987.6) (1,009.7)
Preference shares (0.1) (0.1)
Net debt before lease financing (1,082.4) (1,121.1)
Finance leases (20.9) -
Other lease related borrowings (87.7) -
Net debt (1,191.0)  (1,121.1)

The Group leases various properties and equipment under non-cancellable operating leases. The leases have various terms, escalation
clauses and renewal rights. Future minimum lease rentals payable under non-cancellable operating leases are as follows:

2013 2012

Land and Land and

buildings Other buildings Other
Due: £m £m £m £m
Within one year 11.5 0.4 13.7 0.5
In more than one year but less than five years 43.4 0.3 51.4 0.5
In more than five years 156.1 - 229.4 -

211.0 0.7 294.5 1.0

The Group leases a proportion of its licensed estate and other non-licensed properties to tenants. The majority of lease agreements have
terms of between 3 and 21 years and are classified as operating leases. Future minimum lease rentals receivable under non-

cancellable operating leases are as follows:

2013 2012

Land and Land and

buildings Other buildings Other
Due: £m £m £m £m
Within one year 27.3 - 28.2 -
In more than one year but less than five years 79.5 - 82.8 -
In more than five years 132.1 - 177.0 -

238.9 - 288.0 -
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The Group leases various properties under finance leases. The leases have various terms, escalation clauses and renewal rights. Future
minimum lease payments under finance leases are as follows: For the 53 weeks ended 5 October 2013

2013 2012

Due: £m £m
Within one year 1.2 -
In more than one year but less than five years 4.9 -
In more than five years 41.4 -
47.5 -
Future finance charges (26.6) -
Present value of finance lease obligations 20.9 -

The present value of finance lease obligations is as follows:

2013 2012
Due: £m £m
Within one year 0.1 —
In more than one year but less than five years 0.5 -
In more than five years 20.3 -
Present value of finance lease obligations 20.9 -

Details of the Group’s principal subsidiary undertakings are provided in note 4 to the Company financial statements.

On 9 August 2005 the Group entered into a Tax Deed of Covenant, which was amended on 22 November 2007, the primary objective of
which was to ensure that the Group did not trigger a de-grouping liability comprising Capital Gains Tax (CGT) and Stamp Duty Land Tax
(SDLT). This would arise in the event of Marston’s Pubs Limited being sold outside the Group, within six years of the relevant asset
transfer date for CGT purposes, and within three years of the relevant asset transfer date for SDLT purposes. Due to the passage of time and
changes in the statutory rate of corporation tax, the total potential de-grouping liability now stands at £8.4 million (2012: £49.0 million), of
which £7.8 million (2012: £46.6 million) relates to CGT and £0.6 million (2012: £2.4 million) relates to SDLT.

The Group has issued a letter of credit in favour of Royal Sun Alliance Insurance totalling £2.6 million (2012: £3.7 million) and a letter of
credit in favour of Aviva totalling £0.5 million (2012: £0.5 million) to secure reinsurance contracts. The letters of credit are secured on
fixed deposits for the same amount.

The Group has also entered into a Deed of Guarantee with the trustees of the Marston’s PLC Pension and Life Assurance Scheme (‘the
Scheme’) whereby it guarantees to the Trustees the ongoing obligations of the Group to contribute to the Scheme, and the obligations of
the Group to contribute to the Scheme in the event of a debt becoming due under section 75 of the Pensions Act 1995 on the occurrence of
either a Group company entering liquidation or the Scheme winding up.

Subsequent to the balance sheet date the Group extended its existing bank facility out to November 2018.

In November 2013 the Group entered into a sale and leaseback transaction in respect of 202 of its pubs for consideration of
£90.0 million.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS

OF MARSTON’S PLC

REPORT ON THE PARENT COMPANY FINANCIAL

STATEMENTS

Our opinion

In our opinion the Parent Company financial statements:

e give atrue and fair view of the state of the Parent Company’s
affairs as at 5 October 2013 and of its profit for the period
then ended;

e have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice; and

e have been prepared in accordance with the requirements of
the Companies Act 2006.

This opinion is to be read in the context of what we say below.

What we have audited

The Parent Company financial statements, which are prepared by

Marston’s PLC, comprise:

e the Parent Company Balance Sheet as at 5 October 2013; and

e the notes to the Parent Company financial statements, which
include a summary of significant accounting policies and other
explanatory information.

The financial reporting framework that has been applied in their
preparation comprises applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted
Accounting Practice).

In applying the financial reporting framework, the Directors have
made a number of subjective judgements, for example in respect
of significant accounting estimates. In making such estimates, they
have made assumptions and considered future events.

What an audit of financial statements involves

We conducted our audit in accordance with International Standards

on Auditing (UK & Ireland) (“ISAs (UK & Ireland)”). 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 material misstatement, whether
caused by fraud or error. This includes an assessment of:

e whether the accounting policies are appropriate to the Parent
Company’s circumstances and have been consistently applied
and adequately disclosed;

o the reasonableness of significant accounting estimates made
by the Directors; and

o the overall presentation of the financial statements.

In addition, we read all the financial and non-financial information
in the Annual Report to identify material inconsistencies with the
audited Parent Company financial statements and to identify any
information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any
apparent material misstatements or inconsistencies we consider the
implications for our report.

OPINIONS ON MATTERS PRESCRIBED BY THE

COMPANIES ACT 2006

In our opinion:

e The information given in the Strategic Report and the
Directors’ Report for the financial year for which the Parent
Company financial statements are prepared is consistent with
the Parent Company financial statements.

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

OTHER MATTERS ON WHICH WE ARE REQUIRED TO

REPORT BY EXCEPTION

Adequacy of accounting records and information and

explanations received

Under the Companies Act 2006 we are required to report to you

if, in our opinion:

e we have not received all the information and explanations we
require for our audit; or

e adequate accounting records have not been kept by the Parent
Company, or returns adequate for our audit have not been
received from branches not visited by us; or

o the Parent Company financial statements and the part of the
Directors” Remuneration Report to be audited are not in
agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report if, in our
opinion, certain disclosures of Directors’ remuneration specified by
law have not been made. We have no exceptions to report arising
from this responsibility.

Other information in the Annual Report

Under ISAs (UK and Ireland), we are required to report to you if,

in our opinion, information in the Annual Report is:

e materially inconsistent with the information in the audited
Parent Company financial statements; or

e apparently materially incorrect based on, or materially
inconsistent with, our knowledge of the Parent Company
acquired in the course of performing our audit; or

e is otherwise misleading.

We have no exceptions to report arising from this responsibility.

Our responsibilities and those of the Directors As explained
more fully in the Statement of Directors’ Responsibilities set out
on page 54, the Directors are responsible for the preparation of
the Parent Company financial statements and for being satisfied
that they give a true and fair view.

Our responsibility is to audit and express an opinion on the Parent
Company 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 is shown or into whose hands it may come save where
expressly agreed by our prior consent in writing.

Other matter
We have reported separately on the Group financial statements of
Marston’s PLC for the period ended 5 October 2013.

Mark Smith (Senior Statutory Auditor)

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

28 November 2013
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As at 5 October 2013

5 October

29 September

2013 2012
Note £m £m
Fixed assets
Tangible assets 3 314.5 185.1
Investments 4 260.9 260.9
575.4 446.0

Current assets
Assets held for sale 5 5.7 10.1
Debtors
Amounts falling due within one year 6 787.5 825.0
Amounts falling due after more than one year 6 629.1 566.1
Cash at bank and in hand 28.3 29.1

1,450.6 1,430.3
Creditors Amounts falling due within one year 7 (971.5) (976.1)
Net current assets 4791 454.2
Total assets less current liabilities 1,054.5 900.2
Creditors Amounts falling due after more than one year 7 (126.7) (0.1)
Provisions for liabilities and charges 8 (8.4) (9.9)
Net assets 919.4 890.2
Capital and reserves
Equity share capital 11 444 443
Share premium account 12 333.8 332.8
Revaluation reserve 12 52.8 52.6
Capital redemption reserve 12 6.8 6.8
Own shares 12 (130.9) (130.9)
Profit and loss account 12 612.5 584.6
Total shareholders’ funds 13 919.4 890.2

The financial statements on pages 98 to 105 were approved by the Board on 28 November 2013 and signed on its behalf by:

(L

Chief Executive Officer
28 November 2013
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For the 53 weeks ended 5 October 2013

The Company financial statements are prepared on the going concern basis, under the historical cost convention, as modified by the
revaluation of certain freehold and leasehold properties and derivative financial instruments, and in accordance with the Companies Act
2006 and applicable UK accounting standards.

As permitted by section 408(3) of the Companies Act 2006, no profit and loss account has been presented for the Company. As
permitted by section 408(2) of the Companies Act 2006, information about the Company’s employee numbers and costs has not been
presented.

The Company is exempt under the terms of FRS 8 from disclosing related party transactions with entities that are part of the Group.

Revenue represents rents receivable from licensed properties, which is recognised in the period to which it relates. Other operating
income comprises mainly rents from unlicensed properties.

The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date and is
measured at the amount expected to be paid to or recovered from the tax authorities.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed by the balance sheet date that give rise
to an obligation to pay more or less tax in the future. Timing differences are differences between the Company’s taxable profits and profits
as stated in the financial statements. Deferred tax assets and liabilities are not discounted and assets are only recognised where
recoverability is probable.

Freehold and leasehold properties are stated at valuation or at cost. Fixtures, fittings, plant and equipment are stated at cost.
Depreciation is charged to the profit and loss account on a straight-line basis to provide for the cost of the assets less residual value
over their useful lives.

Freehold and long leasehold buildings are depreciated to residual value over 50 years.

Short leasehold properties are depreciated over the life of the lease.

Fixtures, fittings, plant and equipment are depreciated over periods ranging from 3 to 15 years.

Own labour and interest costs directly attributable to capital projects are capitalised.

Land is not depreciated.

Properties are revalued by qualified valuers at least once in each rolling five year period, on an existing use basis. Substantially all of the
Company’s properties have been externally valued in accordance with the Royal Institution of Chartered Surveyors’ Red Book. These
valuations are performed directly by reference to observable prices in an active market or recent market transactions on arm’s length terms.
Internal valuations are performed on the same basis.

When a valuation is below current carrying value, the asset concerned is reviewed for impairment. Impairment losses are charged to the
revaluation reserve to the extent that a previous gain has been recorded, and thereafter to the profit and loss account. Surpluses on
revaluation are recognised in the revaluation reserve, except to the extent they reverse previously charged impairment losses, in which case
the reversal is recorded in the profit and loss account.

Assets, typically properties, are categorised as held for sale when the value of the asset will be recovered through a sale transaction rather
than continuing use. This condition is met when the sale is highly probable, the asset is available for immediate sale in its present condition
and is being actively marketed. In addition, the Company must be committed to the sale and completion should be expected to occur
within one year from the date of classification. Assets held for sale are valued at the lower of carrying value and fair value less costs to
sell, and are no longer depreciated.

Profit/loss on disposal of fixed assets represents net sale proceeds less carrying value of the assets. Any element of the revaluation
reserve relating to the fixed assets disposed of is transferred to the profit and loss reserve at the date of sale.

Rental costs under operating leases are charged to the profit and loss account over the term of the lease. The cost of assets held under
finance leases is included within tangible fixed assets and depreciation is provided in accordance with the policy for the class of asset
concerned. The corresponding obligations under those leases are shown as creditors. The finance charge element of rentals is charged to the
profit and loss account as incurred.
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For the 53 weeks ended 5 October 2013

Lease premiums received are recognised on a straight-line basis over the life of the lease.

Obligations arising from sale and leaseback arrangements with repurchase options that do not fall within the scope of SSAP 21
‘Accounting for leases and hire purchase contracts’ are classified as other lease related borrowings and accounted for in accordance with
FRS 26 ‘Financial Instruments: Recognition and Measurement’.

Investments in subsidiaries are stated at cost, less any provision for diminution in value.

Provisions are recognised in the balance sheet when the Company has a present legal or constructive obligation as a result of a past
event and it is probable that an outflow of economic benefits will be required to settle the obligation.

Dividends proposed by the Board but unpaid at the period end are recognised in the financial statements when they have been
approved by the shareholders. Interim dividends are recognised when paid.

Preference shares are treated as borrowings, and dividends payable on those preference shares are charged as interest in the profit
and loss account.

There is an intra group funding agreement in place between the Company and certain other members of the Marston’s Group. This
agreement stipulates that all balances outstanding on any intercompany loan account between these companies which exceed £1 are
interest bearing at a prescribed rate.

In the current period it was agreed that no interest would be charged on any balances due to/from certain Group companies during the
period of their restructuring.

There is a 12.5% subordinated loan due to the Company from Marston’s Pubs Limited. No interest is payable on any other amounts
owed by/to Group companies who are not party to the intra group funding agreement.

All amounts owed by/to Group undertakings are unsecured and, with the exception of the subordinated loan, repayable on demand.

The Company uses derivative financial instruments to hedge the Group’s exposure to fluctuations in interest rates. Derivative financial
instruments are initially recognised in the balance sheet at fair value and are subsequently remeasured to their fair value at each balance
sheet date. The Company has not designated any derivative financial instruments as hedging instruments and as such any gains or losses on
remeasurement are recognised in the profit and loss account immediately.

Fees payable to the Company’s Auditors for the audit of the Company’s annual accounts are disclosed in note 3 to the Group financial
statements. Fees paid to the Company’s Auditors for non-audit services to the Company itself are not required to be disclosed as the
Group financial statements disclose such fees on a consolidated basis.
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Fixtures,

fittings,
Land and plant and
buildings equipment Total
£m £m £m
Cost or valuation
At 30 September 2012 176.5 192.0
Additions 37.7 15.5 45.7
Net transfers to assets held for sale and disposals (0.7) 8.0 (2.0)
Revaluation 2.2 (1.3 2.2
Net transfers from Group undertakings 84.5 ) — - 84.5
At 5 October 2013 300.2 22.2 3224
Depreciation
At 30 September 2012 6.6 6.9
Charge for the period 0.3 1.5 2.7
Net transfers to assets held for sale and disposals 1.2 - (1.3) (1.3)
Revaluation (0.4) ~ 0.4
At 5 October 2013 1.1 6.8 7.9
Net book value at 29 September 2012 176.2 8.9 185.1
Net book value at 5 October 2013 2991 15.4 314.5
The net book value of land and buildings is split as follows:
2013 2012
£m fm
Freehold properties 207.3 120.3
Leasehold properties over 50 years unexpired 78.1 44.9
Leasehold properties under 50 years unexpired 13.7 11.0
299.1 176.2
Cost or valuation of land and buildings comprises:
£m fm
Valuation 264.1 175.5
At cost 36.1 1.0
300.2 176.5

If the land and buildings had not been revalued, the historical cost net book value would be £246.5 million (2012: £123.8 million).
Cost at 5 October 2013 includes £6.3 million (2012: £1.0 million) of assets in the course of construction.

Capital expenditure authorised and committed at the period end but not provided for in the financial statements was £0.5 million
(2012: £1.0 million).

The net book value of land and buildings held under finance leases at 5 October 2013 was £21.4 million (2012: £nil). The net book value
of land and buildings held as part of sale and leaseback arrangements that do not fall within the scope of SSAP 21 ‘Accounting for leases
and hire purchase contracts’ was £112.0 million (2012: £nil).

During the current period various properties were reviewed for impairment and/or material changes in value. These valuation
adjustments were recognised in the revaluation reserve or the income statement as appropriate.
At 1 July 2012 independent chartered surveyors revalued the Company’s freehold and leasehold properties on an open market value

basis. These valuations were incorporated into the financial statements and the resulting revaluation adjustments were taken to the
revaluation reserve or profit and loss account as appropriate.
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For the 53 weeks ended 5 October 2013

The impact of the revaluations/impairments described above is as follows:

2013 2012
£m £m
Profit and loss account:
Revaluation loss charged as an impairment = (25.2)
Reversal of past impairments 1.6 0.6
1.6 (24.6)
Revaluation reserve:
Unrealised revaluation surplus 1.0 27.7
Reversal of past revaluation surplus = (4.6)
1.0 23.1
Net increase/(decrease) in shareholders’ funds/fixed assets 2.6 (1.5)
Subsidiary
undertakings
£m
Cost
At 30 September 2012 and 5 October 2013 312.0
Impairments
At 30 September 2012 and 5 October 2013 511
Net book value at 29 September 2012 260.9
Net book value at 5 October 2013 260.9

The principal subsidiary undertakings are:

Country of incorporation Nature of business % held Class of share
Marston’s Trading Limited England Pub retailer and brewer 100 Ordinary £5 shares
Marston’s Property Developments Limited England Property developer Pub 100  Ordinary £1 shares
Marston’s Pubs Limited England retailer Property 100  Ordinary £1 shares
Marston’s Estates Limited England management Pub 100  Ordinary 25p shares
Marston’s Operating Limited England retailer and brewer 100  Ordinary £1 shares
Banks’s Brewery Insurance Limited Guernsey Insurance 100  Ordinary £1 shares

Details of the principal operating subsidiaries by type of business are set out above. All of these are held directly by Marston’s PLC with the
exception of Marston’s Operating Limited, which is a wholly-owned subsidiary of Marston’s Estates Limited, and Marston’s Pubs Limited,
which is a wholly-owned subsidiary of Marston’s Pubs Parent Limited, an intermediate holding company. A complete list of subsidiary
undertakings is available at the Group’s registered office and will be filed with the next Annual Return. All subsidiaries have been included in

the consolidated financial statements.

The Group financial statements also include the consolidation of Marston’s Issuer PLC, which the Directors consider to be a special
purpose entity. The ultimate parent undertaking of Marston’s Issuer PLC is Wilmington Trust SP Services (London) Limited, which holds
the shares of the company’s parent company under a charitable trust. Marston’s Issuer PLC was set up with the sole purpose of issuing

debt secured on the assets of Marston’s Pubs Limited.
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2013 2012

£m £m
Properties 5.7 10.1
2013 2012
Amounts falling due within one year £m £m
Amounts owed by Group undertakings 733.7 761.4
Interest owed by Group undertakings 30.2 22.9
Derivative financial instruments 22.6 38.2
Prepayments and accrued income 0.1 2.3
Other debtors 0.9 0.2
787.5 825.0
2013 2012
Amounts falling due after more than one year £m £m
12.5% subordinated loan owed by Group undertakings 629.1 566.1
2013 2012
Amounts falling due within one year £m £m
Amounts owed to Group undertakings 876.2 884.2
Interest owed to Group undertakings 43.7 335
Finance leases 0.1 -
Corporation tax 17.0 6.1
Accruals and deferred income 1.6 3.1
Derivative financial instruments 22.6 38.2
Other creditors 10.3 11.0
971.5 976.1
Other creditors represent amounts payable in respect of a supplier credit arrangement.
2013 2012
Amounts falling due after more than one year £m £m
Finance leases 20.8 -
Other lease related borrowings 87.7 -
Preference shares 0.1 0.1
Accruals and deferred income 18.1
126.7 0.1

The preference shares carry a right to a fixed preferential dividend. They participate in the event of a winding-up and carry the right
to attend and vote at general meetings of the Company.

Liabilities disclosed under creditors falling due after more than one year which are due for repayment after more than five years from
the balance sheet date total £108.3 million (2012: £0.1 million).
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For the 53 weeks ended 5 October 2013

Deferred Property
tax leases Tot al
£m £m £m
At 30 September 2012 6.0 3.9 9.9
Released in the period - (0.6) (0.6)
Provided in the period - 0.3 0.3
Unwinding of discount - 0.1 0.1
Utilised in the period - (1.0) (1.0)
Credited to the profit and loss account (0.3) - 0.3)
At 5 October 2013 5.7 2.7 8.4
When valuations of leasehold properties (based on future estimated discounted income streams) give rise to a deficit as a result of
onerous lease conditions they are recognised as liabilities in provisions. Payments are expected to continue on these properties for
periods of 1 to 31 years (2012: 1 to 32 years).
The amount provided in respect of deferred tax is as follows:
2013 2012
£m £m
Excess of capital allowances over accumulated depreciation 5.7 6.0

Deferred tax has been calculated at the tax rates expected to apply in the periods in which timing differences reverse, based on tax rates
and laws enacted or substantively enacted at the balance sheet date.

At 5 October 2013 the Company had annual commitments under non-cancellable operating leases as follows:

2013 2012
Land and Land and
buildings Other buildings Other
Leases which expire: £m £m £m £m
Within one year 0.1 -
Later than one year and less than five years 0.5 —— -
After five years 4.2 - 59 -
4.8 - 64 -
Obligations under finance leases are as follows:
2013 2012
Due: £m £m
Within one year 1.2 -
Later than one year and less than five years 4.9 -
After five years 41.4 -
47.5 -
Future finance charges (26.6) -
Present value of finance lease obligations 20.9
“Number
2013 2012
Number Value Value
Allotted, called up and fully paid m £m m £m
Ordinary shares of 7.375p each:
At beginning of the period 601.1 44.3 600.9 443
Allotted under share option schemes 1.5 0.1 0.2 -
At end of the period 602.6 44.4 601.1 44.3

Further information on share capital is provided in note 27 to the Group financial statements.
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Share Capital Profit and
premium Revaluation redemptio Own loss
account reserve n reserve shares account Total
£m £m £m £m £m £m
At 30 September 2012 332.8 52.6 6.8 (130.9) 584.6 845.9
Issue of shares 1.0 - - - - 1.0
Property revaluation - 1.0 - - 1.0
Disposal of properties - 0.4) - - 0.4 -
Transfer to profit and loss account - (0.4) - - 0.4 -
Profit for the financial period - - - - 62.4 62.4
Dividends paid - - - - (35.3) (35.3)
At 5 October 2013 333.8 52.8 6.8 (130.9) 612.5 875.0
The capital redemption reserve arose on share buy-backs.
Details of own shares are provided in note 28 to the Group financial statements.
2013 2012
£m £m
Profit for the financial period 62.4 15.1
Dividends paid (35.3) (33.5)
Issue of shares 1.1 0.2
Revaluation of properties 1.0 23.1
Net addition to shareholders’ funds 29.2 4.9
Opening shareholders’ funds 890.2 885.3
Closing shareholders’ funds 919.4 890.2

The Company has entered into a Deed of Guarantee with Marston’s Trading Limited (‘Trading’) and the Trustees of the Marston’s PLC
Pension and Life Assurance Scheme (‘the Scheme’) whereby it guarantees to the Trustees the ongoing obligations of Trading to contribute
to the Scheme and the obligations of Trading to contribute to the Scheme in the event of a debt becoming due under section 75 of the
Pensions Act 1995 on the occurrence of either Trading entering liquidation or the Scheme winding up.

On 14 December 2011 the Company, together with a number of its subsidiary undertakings, entered into a Deed of Guarantee with

Barclays Bank PLC whereby it guarantees the obligations of Marston’s Trading Limited to Barclays Bank PLC. The maximum aggregate
liability of the Guarantors under the deed as at 5 October 2013 was £15.0 million (2012: £20.0 million).

In November 2013 the Company entered into a sale and leaseback transaction in respect of 202 pubs held by other Group companies for
consideration of £90.0 million. These pubs will be transferred to the Company prior to the completion of the sale and leaseback.
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The Company’s AGM will be held on 21 January 2014 at 12 noon at Wolverhampton Racecourse, Holiday Inn Garden Court, Dunstall
Park, Wolverhampton, WV6 OPE.

Ex-dividend date for final dividend 18 December 2013
Record date for final dividend 20 December 2013
AGM and Interim Management Statement 21 January 2014
Final dividend payment date 3 February 2014
Half-year results May 2014
Ex-dividend date for interim dividend May 2014
Interim dividend payment date July 2014

These dates are indicative only and may be subject to change.

Shareholders are encouraged to visit our website www.marstons.co.uk for further information about the Company. The dedicated
Investors section on the website contains information specifically for shareholders including share price information, historical dividend
amounts and payment dates together with this year’s (and prior years’) Annual Report and Accounts.

The Company’s shareholder register is maintained by our Registrar Equiniti. If you have any queries relating to your Marston’s PLC
shareholding you should contact Equiniti directly by one of the methods below:

Online: www.shareview.co.uk — from here you will be able to securely email Equiniti with your query.
Telephone: 0871 384 2274

Text phone: 0871 384 2255

By post: Equiniti, Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA

By completing a bank mandate form dividends can be paid directly into your bank or building society account. Those selecting this
payment method will benefit from receiving cleared funds in their bank account on the payment date, avoiding postal delays and
removing the risk of any cheques being lost in the post. To change how you receive your dividends contact Equiniti or visit
www.shareview.co.uk

If you have received two or more sets of the documents concerning the AGM this means that there is more than one account in your name
on the shareholder register, perhaps because either your name or your address appear on each account in a slightly different way. If you
think this might be the case and would like to combine your accounts, please contact Equiniti.

It is important that you notify Equiniti of your new address as soon as possible. If you hold 1,500 shares or fewer, and reside in the UK,
this can be done quickly over the telephone. However, for holdings greater than 1,500 shares your instruction will need to be in writing,
quoting your full name, shareholder reference number (if known), previous address and new address.

Changes in legislation in recent years allow the Company to use its corporate website as the main way to communicate with shareholders.
Annual Report and Accounts are only sent to those shareholders who have opted to receive a paper copy. Registering to receive
shareholder documentation from the Company electronically will allow shareholders to:

e view the Annual Report and Accounts on the day it is published;

e receive an email alert when the Annual Report and Accounts and any other shareholder documents are available;

e cast their AGM votes electronically; and

e manage their shareholding quickly and securely online, through www.shareview.co.uk

This reduces our impact on the environment, minimises waste and reduces printing and mailing costs. For further information and to
register for electronic shareholder communications visit www.shareview.co.uk
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If you wish to buy or sell Marston’s PLC shares and hold a share certificate, you can:
e use the services of a stockbroker or high street bank; or
e use a telephone or online service.

If you sell your shares in this way you will need to present your share certificate at the time of sale. Details of low cost dealing services
may be obtained from www.shareview.co.uk or 0845 603 7037**.

Share fraud includes scams where investors are called out of the blue and offered shares that often turn out to be worthless or non-
existent, or an inflated price for shares they own. These calls come from fraudsters operating ‘boiler rooms’ that are mostly based abroad.
While high profits are promised, those who buy or sell shares in this way usually lose their money. The Financial Conduct Authority
(FCA) has found most share fraud victims are experienced investors who lose an average of £20,000, with around £200 million lost in the
UK each year.

If you are offered unsolicited investment advice, discounted shares, a premium price for shares you own, or free company or research
reports, you should take these steps before handing over any money:

Get the name of the person and organisation contacting you.

Check the Financial Services Register at www.fca.org.uk/register to ensure they are authorised.

Use the details on the FCA Register to contact the firm.

Call the FCA Consumer Helpline on 0800 111 6768 if there are no contact details on the Register or you are told they are out of date.
Search the FCA list of unauthorised firms and individuals to avoid doing business with.

Remember, if it sounds too good to be true, it probably is.

If you use an unauthorised firm to buy or sell shares or other investments, you will not have access to the Financial Ombudsman Service or
Financial Services Compensation Scheme if things go wrong.

If you are approached about a share scam you should tell the FCA using the share fraud reporting form at www.fca.org.uk, where you will
find out about the latest investment scams. You can also call the Consumer Helpline on 0800 111 6768.

If you have already paid money to share fraudsters you should contact Action Fraud on 0300 123 2040.

* Calls cost 8 pence per minute plus network extras. Lines are open from 8.30am to 5.30pm Monday to Friday.
** Lines are open Monday to Friday, 8:00am to 4.30pm for dealing and until 6:00pm for enquiries.

Registered office: Marston’s House, Brewery Road, Wolverhampton, WV1 4JT
Telephone: 01902 711811
Company registration number: 31461
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	pub customers.We are proud of ourpubs, 

	DESTINATION AND PREMIUM – 349 PUBS 
	Destinationpubs arelarger,food-ledmanagedpubsandinclude ournew-buildpub-restaurantswithtwomainbrands –Marston’s value andhigh levelsofserviceinatraditional pubenvironment –idealforday todayconvenience, special treatsand celebrations. Around 50 pubs also offerrooms. 
	TwoforOne andMilestone.We aimto offergreat 

	OurPremiumpubsand barsincludePitcher&Piano – popularwithyoungadultsattractedtolivelybarsinpremiumlocations. 
	TAVERNS – 1,316 PUBS 
	The Tavernssegmentisourcommunitypubestateand includesfranchised, managedandtenantedpubs.Webelieve the franchise model is ideallysuited to the community market, combiningthe entrepreneurialflair ofgreatlicensees withthe benefitsofMarston’s economiesofscale andinsights, and we expectmostof ourTavernspubsto be operated underthis modelovertime.Great communitypubs are about socialising, entertainment,good value food and drink and licenseeswho knowtheir customers. 
	LEASED – 385 PUBS 
	Someofthebestpubsinourestate,manyofwhicharedistinctive and characterful,arebestoperated byhighlyskilledlesseeswho runthesepubsindependentlywithexceptionalserviceandhigh qualityoffers.Thefactthatwe havearelativelysmallleasedestate oflessthan 400 pubscontributesto ourabilityto fostergood workingrelationshipswithourlessees. 
	Group Revenue Share% 
	DestinationandPremium Taverns Leased 
	Brewing 
	45% 


	BREWING 
	BREWING 
	BREWING 

	“PREMIUM BEERS AND LOCAL ALES” 
	“PREMIUM BEERS AND LOCAL ALES” 
	“PREMIUM BEERS AND LOCAL ALES” 

	Ourfivebreweries, situatedintheNorthof England,theMidlandsandthe Southof England, underpin our strategy and enable us to brew highquality,distinctivebeers with true authenticity andprovenance. 
	BRANDS 
	BRANDS 

	Wehave apermanentrange of18caskbeers andbrewafurther50orsoeveryyearon a seasonalbasis.PedigreeandHobgoblin remainour nationaldrivebrands andfeature inthetop20bottledbeerbrands. 
	PREMIUM CASK AND BOTTLED ALE 
	We are marketleadersinpremium caskale with a marketshare of18%and,inbottled ale, ourmarketshare hasincreased to 24%.The £7 millioninvestment in our new bottling lineat Burton uponTrent, whichopenedinOctober 2013,willsupportourobjective toincrease our market shareto30%by2017. 
	SERVICE 
	SERVICE 

	Weprideourselveson customer service and qualityproviding a fullin-house distribution and BeerQualityTechnicianservice.Thisallowsus to control the qualityof service as well as reinforcingour localness credentials.Our aimis to deliver the perfect pint everytime. 
	Strategic Report 

	CHAIRMAN’S STATEMENT 
	CHAIRMAN’S STATEMENT 
	Roger DevlinChairman 
	Roger DevlinChairman 
	In this my first statement as Chairman, I report on a year of solid progress for Marston’s, with a strong operating performance in the second half year contributing to a 6.6% increase in underlying operating profit to £168.3 million (2012: £157.9 million). Profit before taxation and exceptional items also increased, by 1% to £88.4 million (2012: £87.8 million), despite significantly higher interest costs due principally to contractual rate increases in the securitisation. Underlying earnings of 12.3 pence p
	I chair the Board at an exciting stage of Marston’s development. I am fortunate to have joined a well-managed, long-established business with good knowledge of its markets. We have a clear, consistent strategy and it is producing promising results. I aim to continue to develop our current plans with a focus on ensuring that resources and capital are employed in the most favourable markets and consistent with consumer trends. 
	Since joining Marston’s, I have been very impressed by the enthusiasm, dedication and professionalism of our people, from head office staff to those working in our pubs and in brewing. Their commitment is reflected in very good employee feedback survey results, and will be vital to our further development in a fast changing market. 
	In reviewing our operating results, I am especially encouraged by the good performance of our food-led Destination and Premium pubs, which are the focus of our investment plans and which underpin our growth, and by our outperformance in Brewing. We have well-developed expertise in site selection and property development contributing to high returns from our new-build pub-restaurants, and a good understanding of our customers and markets. Our plans are well thought through and, with a visible new site pipeli
	The community pub market however continues to face substantial challenges. Marston’s has been on the front foot in addressing these through the introduction of the franchise model and intensive management of smaller wet-led managed pubs, but the tenanted model remains difficult despite increased support. We therefore aim to accelerate our disposal plans; having realised nearly £50 million in 2013 we have increased that target to at least £60 million in 2014. 
	These plans reflect changes in the way people use pubs and their higher expectations of them. Looking forward, we will continue to work hard to differentiate, to innovate, and to adapt new technology such as social media to ensure that our pubs remain relevant to today’s and tomorrow’s customers. Our goal to be “the best place around here” for celebrations, day to day treats and socialising, recognises that there are many competitors for the leisure pound, from restaurants to coffee shops – but none better 
	In reviewing the balance sheet we have made some progress in 2013 towards our objectives to reduce leverage and improve returns, and these will remain key priorities. Our property estate is substantially 
	In reviewing the balance sheet we have made some progress in 2013 towards our objectives to reduce leverage and improve returns, and these will remain key priorities. Our property estate is substantially 
	freehold, with around £2 billion of assets at the year end. Cash generation has been strong, with free cash flow before investment capital of £86 million. We have secure long-term financing, with net debt excluding lease financing of £1,082 million (2012: £1,121 million), and an additional £109 million of funding raised through our innovative long-term lease financing in 2013. I am pleased to report that we continue to make progress in improving our returns with Cash Return On Cash Capital Employed of 10.8%


	The outlook for Marston’s is good, and the Board is pleased to recommend a final dividend of 4.1 pence per share, providing a total dividend for the year of 6.4 pence per share, up 5% on 2012 and covered 1.9 times (2012: 2.0 times). Our dividend policy is unchanged: we aim for dividend cover of around two times over the medium term. 
	I look forward to meeting shareholders and welcome your feedback on Marston’s and its strategy. In particular, I hope to see many of you at this year’s AGM when there will be an opportunity for us to discuss our progress and plans. 
	This is my opportunity to thank my predecessor, David Thompson, for his unfailing effort and strong leadership of the Board during his long and happy association with the Company. David was a tireless ambassador for the business and an eloquent and enthusiastic advocate of brewing and pubs. An independent Board review prepared for my arrival reflects a strong, well-rounded Board which is testament to his chairmanship since 2001. 
	Robin Hodgson retires from the Board at the close of this year’s AGM having served as a Non-executive Director since April 2002. I thank Robin, who has also been a very effective Senior Independent Director and Chairman of the Remuneration Committee, for his wise counsel and contribution to the work of the Board over the last 11 years and wish him the best for the future. Neil Goulden succeeds Robin as Senior Independent Director and Chairman of the Remuneration Committee and Nick Backhouse succeeds Neil as
	In conclusion, I was privileged to be invited to serve as your Chairman. As you will read in this Annual Report and Accounts, Marston’s is in decent shape and continues to make good progress in delivering value to its shareholders and other stakeholders, despite the burden of both tax and regulation that we confront everyday. Similarly, I am well aware that disposable income for many of our customers remains limited and we will continue to strive at all times to provide fair value. We expect the pace of eco
	Figure
	Roger Devlin
	Roger Devlin
	Chairman 28 November 2013 
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	OURBUSINESSMODEL ~ 
	OURBUSINESSMODEL ~ 
	OURBUSINESSMODEL ~ 
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	Our business model is simple: we own pubs that we manage
	Our business model is simple: we own pubs that we manage
	3 
	3 

	ourselves or, in the case of smaller pubs, that are run by tenants, lessees and franchisees; and we brew beer. It is a model that we have operated since 1834 when the first of our businesses was founded. 


	MARSTON’S INNS AND TAVERNS 
	MARSTON’S INNS AND TAVERNS 
	• Destination andPremiumpubsprovide most of ourgrowth and aregreatforcustomers lookingtoeatout –whetherforconvenience 


	MARSTON’S 
	MARSTON’S 
	or as a treat. 
	• Tavernspubs are welcomingcommunity 

	BEER COMPANY 
	BEER COMPANY 
	pubs which thrivethrough offering sociability, 
	• 
	• 
	• 
	Over70%ofbeersbrewedby us entertainmentand greatvalue. are sold to customersindependent • Ourleasedpubsare ownedbyMarston’s ofMarston’s –tothe freetrade, butlettosuccessfulentrepreneurswho supermarketsand otherpub runtheir ownbusinessindistinctive,well companies. locatedpubs. 

	• 
	• 
	Our range ofgenuinely local beersfrom ourfive breweriessets us apart. 



	MARSTON’S PLC 
	MARSTON’S PLC 
	90%ofourprofitscomefrom Marston’sInnsandTaverns,thepubretailer –butwe have notforgottenthatMarston’sBeerCompany,thebrewer,is attheheartofthe business.Thisgives usarealpointofdifference – weseethemarket fromdifferent perspectives. 
	NEW BUILDS IN 2013 
	NEW BUILDS IN 2013 


	£2 BN PROPERTY PORTFOLIO 
	£2 BN PROPERTY PORTFOLIO 
	£2 BN PROPERTY PORTFOLIO 
	• Mostofourpubshavebeen aroundfor avery longtime,andweintendforthattocontinue – so wepreferto own ourpubs outright(‘freehold’) ratherthantoleasethemfromanother owner. 
	A NATIONAL PROGRAMME WITH 22 NEW 
	• Asfreeholdpubsareintendedtobe for 
	SITES ACROSS THE UK INCLUDING: 
	thelongterm, weuselong-termdebt at 
	thelongterm, weuselong-termdebt at 
	thelongterm, weuselong-termdebt at 
	HunstantoninNorfolk, HolyheadinAnglesey, 

	a prudentlevelto finance them. 

	HarrogateinYorkshire,TelfordinShropshire 
	and Sandown in the Isle ofWight Three pub-restaurants in Scotland, four moreplannedin2013/14 
	Three lodges open – Chepstow, Redditch and Aberystwyth 
	Strategic Report 
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	MARKET OVERVIEW 
	We operate in the UK eating-out and drinking-out markets through our pubs; sell our products to the UK on-trade and off-trade; and export to 57 countries worldwide. We carefully research the markets in which we operate so that we can assess and understand them, thus improving our standards, service and range to gain market share. 
	We operate in the UK eating-out and drinking-out markets through our pubs; sell our products to the UK on-trade and off-trade; and export to 57 countries worldwide. We carefully research the markets in which we operate so that we can assess and understand them, thus improving our standards, service and range to gain market share. 
	THE UK PUB MARKET 
	There areover50,000pubsintheUK operating in one of the following ways: 
	1.Managed pubs are operated bya pub company orbrewer whichemploysa salariedmanager andpubstaffand determinestheservicestyle and productrange.There are around 8,000 managed pubsin theUK.Marston’s hasaround 500 ofthese and ourvarietyofoperating formatsallowsus 
	maximum flexibilitytobestmeetourconsumers’needs. 
	2. 
	2. 
	2. 
	Tenanted/Leasedpubsareownedbyapubcompanyor brewerbutleased to,and operated by, athird partytenantor lessee,whopays rent.Thetenantorlessee isresponsiblefor the management of the pubandgenerally contracts to purchase some or alloftheir drinks productsfromthepub company orbrewerwhich owns thepub.Thispartofthe agreementiscalled the ‘tie’.Thereare approximately25,000 suchpubsintheUKofwhichMarston’s has around1,000. Therelationshipbetweenpubownersandtenants and lesseeshasbeenthesubjectofgovernmentscrutinyin recen

	3. 
	3. 
	In 2009 we introduced franchise agreements as a response to pressureson tenantedandleasedpubs. This enablesus to take greater control of the retail offer and standards approximately600 franchisedpubs. 
	allowing the franchisee tofocuson the customer.We have 


	4. 
	4. 
	Freehousesandpubswhichareindependentlyownedandoperated byprivate individuals,partnerships orcompanies.We supplyaround3,800customersthroughourindependentfree trade channel. 
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	Destination and Premium: Growth in coffee sales up 19% Strategic Report 
	EATING OUT 
	EATING OUT 
	EATING OUT 
	Whilst economic pressures continue to affect UK consumer confidence, spend on ‘everyday treats’ and ‘low ticket items’ has been resilient. The market is worth in excess of £50 billion and this is expected to grow. Managed and branded pubs are taking a greater share of this growth driven by an improvement in their food offer and adapting to customer trends for all day and less formal dining.
	1 

	Consumers have a broad range of eating-out options and where they choose to eat is driven primarily by food quality, choice and value. Research shows that consumers look at ingredients, cooking techniques and menu descriptions rather than calories to determine whether or not a meal is healthy. Consumers are demanding more from pubs and want to experience something different whether that be the ‘theatre’ of seeing their meals freshly cooked, walking up to a carvery and choosing what they want on their plate,
	1

	Our new-build strategy and value-for-money dining continues to represent a significant growth opportunity against this backdrop. Our focus on providing consumers with conveniently located pub-restaurants offering good value and quality service in attractive surroundings has resulted in significant growth in food sales, which now comprise 52% of total sales in Destination and Premium. On page 11 we have set out some of the exciting developments Marston’s has introduced to its food offerings. 
	Destination andPremiumfoodgrowth
	2013 
	2013 
	2013 
	2012 

	Food sales mix 
	Food sales mix 
	52% 
	49% 

	Meals served 
	Meals served 
	27 million 
	24 million 

	Spend per head on food 
	Spend per head on food 
	£6.58 
	£6.31 




	BEER 
	BEER 
	Whilst the removal of the beer duty escalator earlier this year was helpful, beer consumption in pubs remains in overall decline. Factors driving this decline include the harmful impact of regulation and taxation on pubs in particular; the state of the economy; competition for disposable income and leisure time; lifestyle changes including increased health awareness; and the adaptation of pubs to exploit growth in casual dining. 
	However, there continues to be growth in home consumption of ale, particularly premium bottled ale, providing opportunities to grow market share. Cask ales continue to outperform the market and now account for over 15% of all beer sales. They continue to recruit new drinkers with appeal based on delivering greater product attributes of flavour, craft credentials and brewer provenance. 
	Marston’s strategy is focused on the growth areas of the market and we utilise our five breweries to innovate constantly and exploit emerging trends. We continue to outperform a declining beer market through our focus on cask and premium bottled beers. Our new £7 million bottling line opened in October 2013 and will support our aim of increasing market share in the UK premium bottled ale sector. Fastcaskcontinues to open up new markets for cask ale and our Revisionist range allows us to introduce new and ex
	TM 

	UK PremiumAleVolumeGrowthTrend 
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	Destination and Premium: Average profit per pub up 11.9% to £207k 
	MAT%Change 10 -2 4 8 6 2 0 Marston's Market 
	-4 
	-4 
	-4 
	-6 

	Aug2011 Aug2012 
	Aug2011 Aug2012 
	Aug2013 



	Source:BBPASVS/CompanyFigures 
	Source:BBPASVS/CompanyFigures 

	1 Allegra. 
	OURSTRATEGY 
	Our strategy is for Marston’s to grow and increase returns through the continued development of great pubs, bars and pub-restaurants and a unique portfolio of premium beers and local ales. We aim to 

	provide our customers with the best place around for celebrating, everyday treats and socialising. 
	provide our customers with the best place around for celebrating, everyday treats and socialising. 
	Delivering sustainable growth: 
	Marston’sisinvesting capitalinasectoroftheUKeating-outmarket, which is believed to offer attractivegrowthopportunities asdescribed within the Market Overview. 

	Increasing return on capital: 
	Increasing return on capital: 
	Ultimately,shareholder valueis createdbygenerating superiorreturnsincomparison with costof significantlyin new-build pub-restaurants and have a balance sheetcomprising approximately£2 billionofpredominantlyfreehold property. 
	capital.We areinvesting 


	Reducing leverage: 
	Reducing leverage: 
	Marston’shassecure,long-term debt of approximately £1.3 billion. The amount of leverage whichisappropriateisdecidedinthecontextoftheaffordabilityofdebt –that is, it is ‘serviceable’ andprovidessufficientheadroom – and thatitis ‘replaceable’ asfacilities matureorbondsarerepaid. 
	Figure
	Destination andPremium strategy 
	Destination andPremium strategy 
	High quality estate 
	High quality estate 
	Estate development 
	Estate development 
	– 
	– 
	– 
	High quality, nationally located pub estate, directlyoperated byMarston’s 

	– 
	– 
	Broad range of trading formats and brands 



	Consumer focus 
	Consumer focus 
	– 
	– 
	– 
	Valueformoney,greatservice 

	– 
	– 
	‘F-Plan’:Food,Families,Females, Forty/Fiftysomethings 

	– 
	– 
	Increase the estate to around 500 sites inthe nextfiveyears 

	– 
	– 
	DevelopTwoforOneandMilestone drivebrandsto around200outlets eachin thenextfiveyears 


	Objectives 
	–Continueddevelopmentofthe ‘F-Plan’ 
	– 
	– 
	– 
	Continuetoimproveservicestandards through investment in our pubs and our people 

	– 
	– 
	Completionof over100new-builds inthe lastsevenyears 

	– 
	– 
	Food mixaccountsfor52% of sales 

	– 
	– 
	Like-for-likesalesand margingrowth inthe lastthreeyears 


	Progress 
	Future plans 
	–Target25-30 new openings nationwide per annum overthe nextfewyears 
	– 
	– 
	– 
	Maintain value offers 

	– 
	– 
	Expansionofpremiumpubsoffer 
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	Taverns strategy 
	Taverns strategy 
	Taverns strategy 
	Great community pubs 
	Great community pubs 
	Evolution of franchise 
	Evolution of franchise 
	– 
	– 
	– 
	Low barriersto entry 

	– 
	– 
	Simple model 

	– 
	– 
	Efficient operation 



	Consumer focus 
	Consumer focus 
	– 
	– 
	– 
	Makingcommunitypubstheheart ofthelocal community 

	– 
	– 
	Offergreatdrink,greatfoodandgreat entertainmentfor allcustomers 




	Objectives 
	Objectives 
	– 
	– 
	– 
	– 
	Convertallpubstomanaged or franchised withinfiveyears 

	– Targetlicenseestabilityrateof90% 

	– 
	– 
	Growthinprofits 


	–Disposeofsmaller wet-ledpubs 

	Progress 
	Progress 
	– 
	– 
	– 
	Around600 sitesoperatingunderfranchise agreement 

	– 
	– 
	Franchisedpubsprofitgrowth over pastthree years 

	– 
	– 
	150 pubs disposed ofinlasttwo years 



	Future plans 
	Future plans 
	– Targetatleast100franchise conversions per annumin nexttwo years 
	– Development offood offersmore appropriate for communitypubs 
	– Target400individualpubdisposals overtwo years 



	Leased strategy 
	Leased strategy 
	Leased strategy 

	Smaller high quality estate 
	Smaller high quality estate 
	Stable estate 
	Stable estate 
	Stable estate 

	– 
	– 
	– 
	Recruithighqualityentrepreneurs to maintain stable estate 

	– 
	– 
	Flexible agreements 



	Consumer focus 
	Consumer focus 
	– 
	– 
	– 
	Leverage Marston’spub knowledge intoLeasedestate 

	– 
	– 
	AccesstoMarston’sbuyingpower to offer consumers great value 




	Objectives 
	Objectives 
	Objectives 

	– 
	– 
	– 
	Targetlicenseestability rateof90% 

	– 
	– 
	Growththroughstablerelationships 



	Progress 
	Progress 
	Progress 

	– 
	– 
	– 
	Lesseesofferedfullflexibility on rents andbeer pricing 

	– 
	– 
	Retentionrateover90% 

	– 
	– 
	– 
	Stableprofits 




	Future plans 
	Future plans 
	Future plans 

	– 
	– 
	– 
	Continueddevelopmentofagreements to maximiseMarston’s and lessee profitability 

	– 
	– 
	Investment in estate to drive profitgrowth 




	Brewing strategy 
	Brewing strategy 
	Brewing strategy 
	a premium beer business 
	a premium beer business 
	Strong presence in local markets 
	Strong presence in local markets 
	– Nationalindependentfreetrade operation 
	–Operateout offivebreweriesin BurtonuponTrent,Wolverhampton, Witney,Ringwood andCockermouth 

	Premium focus 
	Premium focus 
	– 
	– 
	– 
	Focusonpremiumcask andbottled ale and developmentofcraftbeer 

	– 
	– 
	Expansion of take home and exportteams 




	Objectives 
	Objectives 
	– 
	– 
	– 
	Becomecategoryleaderforpremiumcask andbottledale 

	– 
	– 
	Leverage value fromlocalbreweries 



	Progress 
	Progress 
	– 
	– 
	– 
	Expansionofindependentfreetradeoperation serving over3,500customers 

	– 
	– 
	Segment marketleaderinpremium cask andbottledale 

	– 
	– 
	£7 million investment in new bottling lineto supportfuturegrowth 




	Future plans 
	Future plans 
	Future plans 
	– Expandindependentfreetradecustomerbase 
	–Maintainsegment marketleader status andgrow market share 
	– Exploitfuturegrowth opportunities in export markets 
	Strategic Report 
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	STRATEGY IN ACTION 



	Our strategy, as described below, focuses on the organic development of the business. The potential for developing through acquisition is reviewed regularly and measured against the consistently strong returns achieved through our organic investments. In 2014 we intend to accelerate our new-build development plans and to initiate a more aggressive disposal programme for smaller wet-led pubs. There are five key components to our plans: 
	Our strategy, as described below, focuses on the organic development of the business. The potential for developing through acquisition is reviewed regularly and measured against the consistently strong returns achieved through our organic investments. In 2014 we intend to accelerate our new-build development plans and to initiate a more aggressive disposal programme for smaller wet-led pubs. There are five key components to our plans: 
	1.Operatinghighquality pubs for currentandfuture consumers 
	New-buildpub-restaurants
	Investment in new-build pub-restaurantscontinuestobethe 22 new-buildpub-restaurantsacrosstheUK,includingourfirst pubsinScotland.Overthe pastsevenyears we have built more than100new pub-restaurantsthroughoutEngland,Wales and Scotland. 
	primarygrowth driverforMarston’s.In 2013 we opened 

	Ourpub-restaurantsare welllocatedanddesignedtocombine traditional pub ambience with convenience and provide attractive, relaxeddiningoptions.Wefocusparticularlyonvaluefor money withhighstandardsofserviceandbuildingpub-restaurantswhich are idealfordayto dayconvenience,specialtreats orcelebrations. 
	From aninvestmentperspective,the organic new-build programme has generated consistentlyhigher returns on capital investedthanhistorical acquisitionsacrosstheindustry, reflecting carefulselection ofhand-picked sites,attractivepub design and build,and a strong consumeroffer.Theperformance ofour new-buildprogramme since2010 hasbeen good, consistentlybeatingourtargetreturn on capitalof16.5% representinganinvestmentmultiple of 6xEBITDA.Thishigh return on capitalhasgeneratedsignificantvaluefor investors, demonstr
	Siteselectioniscriticaltothesuccessofournew-build pub-restaurants.Our experiencedacquisitionsteamhave established good relationships withsite developers,helping to maintain a ‘a consequencewehaveastrong,visiblesitepipelineforthe foreseeable future. 
	preferredpartner’statusbasedonknowledgeandexperience.As 

	Oursuccessinfindinggoodsitesandthestrongfinancialresults achieved through building newpub-restaurantshaveenabledus to increaseour expansion target from20-25per yearto25-30 peryear. 
	Accelerateddisposal of smaller wet-led pubs
	Consumer expectations are changing anddemandforbetterqualitypub and dining experiencesisincreasing,stimulated by greaterchoice and new,exciting brands and formats.Thistrend provides opportunity, butitalso exposes an increasing number of pubs – and licensees – to a developing market which is demanding higher standards. 
	-

	Thepubs mostexposedtothistrendtendtobe smaller, wet-led pubswhere foodsales are modestorincidental, and which lack the position or scale to compete effectively with either wellimplementedmanagedformatsorveryhighqualityindependent operators.These pubs have also suffered mostfromthe government’staxation and legislative changesinrecentyears. As a result we now aimfor ahigher number ofdisposals, principallyfromthe Taverns estate,with a targetof£60-70million proceedsper annumforfinancialyears2014and 2015. 
	-

	Sect
	Figure

	The new-build programme – a nationalrollout with industry leading momentum 
	The new-build programme – a nationalrollout with industry leading momentum 
	Marston’s pubdevelopmentinitiativeis atruly nationalprogramme and 2013 saw usopenpubs acrossthe UK,including in theIsleof Wight,Dunbar,Hunstanton andHolyhead. 
	We employaleadingteam ofdevelopmentsurveyorsto acquireland and have concludeddevelopmentdeals with PremierInn,Tesco, Morrisons,KFC andCostaCoffee. 
	Ourachievements wererecognisedbythePropertyIndustry in2011, wherewewon “PropertyCompanyofthe Year –Leisure”attheEstates Gazetteawards andwehavebeenshortlisted,asfinalists,againin2013. Wewereselectedaheadofmanyestablishedpropertycompanies and are regarded as a successfulpropertydeveloper in ourown right. 
	Weexpecttoopen 25-30freehold sites perannumandhave a good pipeline of openingsfor manyyearsto come. 
	5 
	Figure

	SouthEast 
	SouthEast 
	9 
	Scotland 
	3 
	East 
	Midlands 
	North 

	532 SouthWest 
	Our2013/2014plannedopeningsbyregion areshownbelow: 
	New-buildsenableustoexpand into newgeography,with abuilding designedtomaximisethe consumer experience and operational efficiency.Ourrecentestate revaluationshowedthateach newpubrestaurantopenedis worthover £1millionmorethanthe developmentcostmeaningthat our expansionprogramme is delivering significant shareholder value. 
	-

	In realityquality pub-restaurants rarelybecomeavailableintheopen marketand,whenthey do,they attract significantpremiumbids from the sector. A controlleddevelopmentprogrammemeanswedonot havetorelyon opportunistic purchases orcompromise ourreturnon capital(ROC)hurdlerates whensuchpubs presentthemselves. 
	We are one ofthefewpubcompaniesto achieveBREEAMExcellent accreditation onnewdevelopments and incorporate many energy savinginitiatives withinour standardspecification. 
	Ourfocus andtrackrecordofcompletingdealshas resultedin a significantpipeline ofsites under negotiation(over100)meaningthat the new-build programmewillbeacornerstoneofMarston’s 
	expansion strategyfor manyyearsto come. 
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	These more aggressivedisposalplans areintendedtoimprove returns over time;assistthefundingofthe new-buildprogramme; and improvefurtherthe qualityofour estate.During 2013 we sold, or exchanged contracts, on130pubsand otherassetsgenerating netproceedsof around£50million.Inaddition,since theyearend wehave unconditionallyexchangedcontracts onthedisposalofa package of202pubsforaconsideration of£90 millionat asale of ourremainingestate willimprove. 
	These more aggressivedisposalplans areintendedtoimprove returns over time;assistthefundingofthe new-buildprogramme; and improvefurtherthe qualityofour estate.During 2013 we sold, or exchanged contracts, on130pubsand otherassetsgenerating netproceedsof around£50million.Inaddition,since theyearend wehave unconditionallyexchangedcontracts onthedisposalofa package of202pubsforaconsideration of£90 millionat asale of ourremainingestate willimprove. 
	multiple ofjustunder7.6xEBITDA.As a consequence,thequality 

	Developmentofarangeofpubbrandsandformatsappropriate tolocal markets 
	Ourrangeofpubbrandsandformatsisone ofthestrengthsofour businessmodel,enablingustomeetdifferentcustomerexpectations for different occasions and indifferent markets: in each format, our objectiveistobe “thebestplace aroundhere” –forcelebrating, socialisingandconvenience.Ourformatsareinoneofthreeprincipal groups,eachofwhich achievedlike-for-likesalesgrowthin2013. 
	Destinationfood: our 314 pubsin thiscategoryare principallyin two brands –Marston’sTwoforOne(138pubs),andMilestone(82 pubs).Both brandsoffer excellentvalue formoneyto customers, withafocusonofferinghighqualityfoodanddrinkinarelaxingpub environmentataffordable prices.Service standards are high, includingfull tableservice inall sites.Ourfocusonserviceandpub ambience togetherwith interesting and varied menussupports a high food salesmixofaround 56%.Our new-build pub-restaurants are operated underthese two bran
	Premiumpubsandbars: our 35 outlets are Pitcher&Piano bars and Revere pubs.Pitcher&Piano performed wellin 2013 with good growth in like-for-likesalesandprofit.Pitcher&Piano ispopularwith young,moreaffluentadults attractedtolively bars inpremium locations.Foodsalesare increasinglyimportantandnowaccountfor the summer which has traded strongly, and we will selectively seek to expand the estate as appropriate locations become available. Reverepubsarehighqualitypubsin verystrong locationswhich benefitfroma premiu
	25%ofsales.We opened a newPitcher&Piano in Hitchin during 

	Taverns: Tavernsis our communitypubsbusiness,including135 offertraditionalpubentertainmentand everydayvalue food and drinkin atraditional ‘communitylocal’pub environment.Typically, these arewet-ledpubs,althoughfoodsalesareincreasingand representaround25%ofsales mix.We willcontinuetoinvest, where necessary,inthesepubs.Overthe nexttwotothreeyears we expectthat mostofourTavernspubs willbe operatedunder oursuccessfulfranchise model whichisdescribedinfurtherdetail below. 
	managedpubs,603franchisepubs and578tenancies.We aim to 

	In Marston’s Inns we offer high quality pub accommodation in around 50 pubs.In addition,we areco-locatedwithnational lodgeoperatorson12sitesthathavealreadybeendeveloped, and in 2013 we opened three Marston’slodges –Aberystwyth, ChepstowandRedditch –adjacenttopub-restaurants. 


	F ooddevelopment 
	F ooddevelopment 
	Informalityin diningout isbecoming morepopular, and customers’ the same time, thereisanincreasingtrendinthreeotherkeythemes – a demand forfreshness,customisation andmore ‘retailtainment’.Our pubsandoffersarewellsuitedto benefitfromthese trends;below are threeexamples fromlast year. 
	needs are fora more casual and lessstructured eating experience.At 

	MilestoneRotisserie 
	Aspartofthecontinuedrollout oftheMilestoneRotisserieformat, therehasbeen further focusonthe front-of-houserotisserieoven and accompanying theatre and merchandising,providing a unique environmentfor customers. 
	Larger ovens have beeninstalledin some pubs,creating a greaterfocus onthe rotisserie cookingmethod aswell as enablingagreaterrange of meats tobecookedinthem.Thedelilayoutprovides amoreall-encompassing andsensoryexperience than standardpub diningand in additionto ourbeerand glassware,the delinowstocksthe samesauces that are usedon therotisserie dishes –addingtothe more immersive nature ofthewhole experience andcustomerrelationship. 
	Morethanjustacarvery 
	Customershavealwayslikedtheabilitytoseethefoodinfrontofthem andchoose forthemselves.InourMilestone Carverypubstheycan now also enjoyacooked breakfastselection fromthe deckeverySaturday andSunday. 
	Taking ‘eat with your eyes’ onestepfurther,every pubhashadacake displaycabinetinstalled –showcasingsomereallyjaw-droppinggiant desserts.Available eithertoeatinortake away,thishassignificantly increasedsalesofdesserts. 
	Withthe maincarvery offer,freshness andprovenancehave also become more evident,with virtually allvegetablesserved nowfresh, notfrozen,seasonalitems introduced,and extracommunication in pubsto explain provenance. 
	Wood-fired pizzasin Revere pubs 
	Ourpremiumpubsalreadyserveamazingqualitysteaks,cooked in our Jospercharcoalovens,givinganintensesmoky flavour.This yeara newfeature hasbeen added tothe menuand dining experiencein the form of rusticwood-fired pizza ovens. 
	Dedicatedpizzachefshand stretch andcookpizzasin front of customers usingthesetraditional wood-fired ovens. Theofferis enhanced with the addition ofgreat-tasting localspecials. The CuriousPigpizza,for example, whichfeatures roastedbacon, pulled pork shoulder and caramelised apple, hasprovedtobe a massivehitwithcustomers. 
	Theadditionof thisqualitypizzaofferhasopened upother tradingparts oftheweekoutsideoftraditionalweekend and evening peaks.Pizzas now accountfor around 20% offoodsalesin Revere pubs. 
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	STRATEGY IN ACTION colvrrlvuEd 
	STRATEGY IN ACTION colvrrlvuEd 


	Marstons Pub Career Path 
	Marstons Pub Career Path 
	Withthecontinuedriseinfoodsales acrossourbusinessthisyearwe have concentrated on enhancing the training and engagementlevelsof ourkitchen teamsandchefs,andlaunchedthe third andfinallevel of ourChefDevelopmentProgramme (CDP)whichforms akeypartofthe Marston’s PubCareerPath. 
	All employees whojoinMarston’stowork within ourkitchens will startby completing ajobspecific inductionprogrammeandfiveelearningcourses.Training anddevelopmentthereaftertakesplace through ourbespoke CDP. 
	-

	Foremployees whojoin Marston’sasa KitchenPorteror Kitchen Assistant,CDPLevel1trainsthemtobecomeaLineChef.Thislevel teachesthem how to cook everydish onthe menuand how touseevery employeesan understandingofbasicprofit and losswithin thekitchen, andsofterskillsrelating toworking as a teamandcommunicationskills. SincethelaunchofthefirstlevelofCDP in2011,over2,000employees have completed thistraining programme. 
	piece ofequipmentinthe kitchen.In addition CDPLevel1gives 

	ForLine Chefswith theireyesona steptowards kitchen management, they can continue toprogress throughour careerpathand complete CDPLevel2,whichwilltrainthemtobeaSecondChef.Thislevel providesthemwith theskills andknowledgetomanagethekitchen in the Head Chef’sabsence andincludestraininginareas suchasplacing foodorders, completing stock takes and keepingthe kitchen team motivated.SincelaunchingCDPLevel2 in2012over800chefs have completedthislevelhelpingthemobtain theirCDPLevel2 SecondChef jobtitleandtherecognitio
	Launched atthe startofthe 2012/13 financialyearCDPLevel3 isthe levelthatdevelopsourSecondChefstoHeadChefs.Aspart ofthis levelwe focus on developing the managementskillsofourHead Chefs through ‘blendedlearning’which includes completionof a workbook, demonstratingpracticalskillsin their own kitchenand three classroom based workshopsdelivered bythekitchentraining team.We are delighted that over130 employeeshavecompletedtheirHead Chef training so far. 
	2.Value andservice 
	Overthelastdecade our organicdevelopmenthasbeen underpinnedbythe ‘F-Plan’:afocusonFood,Families,Females and Forty/Fiftysomethings.The plan wasintroducedin anticipation of consumertrendsincluding the development ofthe UK eating-outmarket;socialanddemographic changesincluding higherfemale employmentand a maturing UKpopulation;and the confidentthatthisfocus remains appropriatetoday. 
	potentialforpubstooffer a betterexperienceto families.We are 

	In our managed pubs we served over 30 million meals last year and in ourDestination pubsfood isthe primarydriverforaround PeachMarketTracker – an acceptedindexofpub and restaurantperformance –in2013andhaveincreasedourshare ofthe eating-outmarket.The appealofourpubsto familiesis strong andincreasing,demonstratedby a19%increasein kids’ meals servedintheyear. 
	80% of customervisits.We consistently outperformedthe 

	Consumer expectations areincreasingandthepace of changeis share withinthe informal pub-dining sectorthrough offering excellentchoice, outstandingvalue and high service standards –key prioritiesfor customers today. Our menus are refreshed frequently and offer choicefromtraditionalpubfavouritestointernational meals and 
	rapid.We aimto continuetoincrease market 
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	Figure
	Developmentthroughthecareerpathis nottheonlywaythatwehave been able to engagewithourvaluedkitchenteamsthisyear.2013 saw a seriesofHeadChefConferencestakeplacewithin ourTwo forOne format. Our Two for OneHead Chefs were invited to regional conferences tohearallaboutTwoforOneperformance,futurestrategy SchemeinOctober2013recognisingtheoutstandingcontributionofa numberofHeadChefsthroughprizes awarded for excellent SMILE surveyscores onfoodquality. 
	andtheirnewmenu.We alsolaunchedournewHeadChefBonus 

	Ourplanstodevelopourkitchenteamdonot endhere.Inthecoming yearwehaveplanstocontinuekitchenteam andchefskilldevelopment andengagementbyintroducing newtraining programmesforour builddevelopmentbridgesbetween ourHead ChefProgrammeand our DeputyManagerProgrammeforthoseHeadChefswithaspirationsto movefront-of-house andtowards pubmanagement. 
	MilestoneCarveryand Milestone Rotisserie sites.We are also lookingto 

	lower caloriealternatives.Theintroductionoffulltable service and newretailtechnologysuch as hand-heldtillsexemplifiesour commitmenttoserviceimprovement –initiativeslikethisassist with customer communication, contributingtodoubledigitgrowth in starters,dessertsandcoffee sales in2013. 
	We measureoursuccessthroughouronlinecustomerfeedback processwhichwecallthe ‘SMILE’reportforobviousreasons. SMILE providesquickfeedback enabling usto respondfasterin improvingcustomerservice. 
	have comprehensive recruitment andtrainingprogrammes designed to ensure that we recruitthe best staff availablein a highlyskilled area,with cleardevelopment,training and career pathsforall of ourpub staff.There is a perception in the UKthat careers inthepub growing numberofgreatmanagersand chefsattracted to our pubsdemonstrates,thisisa highly skilled business, and there is a clearpathwayfortalentedyoungpeople withfront-of-house and catering skills.Marston’s opens20-30newpub-restaurantsa year,each one creati
	Ourpeople are criticaltothe success ofour service ethos.We 
	sectorarelowpaidandlow skilled.As the 

	3.Evolutionofourfranchise model 
	3.Evolutionofourfranchise model 
	Our franchise model was introduced in 2009 with the principal objectives of improving the consumer offer in tenanted community pubs, and improving profitability in those pubs for both Marston’s and licensees. Our franchise agreement, with some variations, now operates in around 600 pubs and has three principal benefits for licensees: 
	• 
	• 
	• 
	Simplicity: licensees typically earn around 20% of turnover, with no payments for rent, food or drinks, which are all supplied by Marston’s. Licensees are thus focused on revenue maximisation. 

	• 
	• 
	Reducedfundingrequirement: licensees are only required to provide a refundable deposit, typically £5,000, but do not have to buy fixtures and fittings. 

	• 
	• 
	Reducedlicensee risk: other than payroll costs, Marston’s has responsibility for the cost of goods sold, operating expenses, and stock. We ensure that these costs are managed efficiently through using our established retail systems and our Group purchasing power. 


	The benefits to Marston’s are clear: the post-conversion profitability of the franchised estate is strong with £1.5 million profit growth achieved in 2013. Licensee stability is high, at over 90%, and we receive more applicants for pubs operating under a franchise model than for those operating under traditional agreements: prospective licensees clearly value the benefits described above. Around 30% of applications are from people new to the pub sector. 
	We first introduced franchise models into pubs which were formerly tenanted, but in 2013 extended the model into 20 previously managed pubs achieving positive results. We anticipate extending this further into the Taverns managed estate and over time expect that all Taverns community pubs will operate under franchise models. In our view, this combines the benefits of an incentivised, entrepreneurial licensee able to ‘act local’ with the control and scale benefits offered by the managed model. 
	In summary, we anticipate that the franchised estate will continue to grow in 2014 and that over time, all of our Taverns estate will operate under either a managed or franchise model. 

	4.Focus onpubquality andsupportinleasedpubs 
	Over the last five years, the market-wide performance of tenanted and leased estates has been weak. We have separated our leased estate from the tenanted estate and, as described above, we have clear plans to convert our tenanted pubs to the franchise model or to accelerate disposals depending upon our assessment of sustainability. 
	The performance of Marston’s leased estate has consistently been more robust than the sector generally. The reasons for this include: 
	• 
	• 
	• 
	A consistent approach to setting fair, sustainable rents over many years. 

	• 
	• 
	Transparency in dealing with licensees. 

	• 
	• 
	Assistance for licensees from good Business Development Managers, and wide-ranging support in terms of promotions, cost management, advice and online facilities. 


	Essential to the long-term sustainability of this segment is a high quality estate of attractive, well-located pubs capable of meeting increasing consumer demand for better quality experiences, and which are therefore capable of attracting good, entrepreneurial licensees. These are likely to be food-led rather than wet-led, and able to compete against value-managed formats through offers characterised by individuality, differentiated menus, service and quality. We believe our high quality leased estate offe
	We recognise that the success and sustainability of these pubs is down to good lessees: we contribute with a robust appointment process, fair dealing and support thereafter. The fact that we have a relatively small leased estate of less than 400 high quality pubs contributes to our ability to foster good working relationships with our lessees. 
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	STRATEGY IN ACTION colvrrlvuEd 
	STRATEGY IN ACTION colvrrlvuEd 
	5.Differentiationinthe beermarketthrougha ‘localness’ and premium ale strategy 
	There aretwo consumertrends whichhaveinfluenced our brewing strategyin recentyears. 
	First,thealemarkethasfragmentedasaconsequenceof increasingconsumerinterestinprovenance,choiceandtaste – particularlyin traditional ales.Thistrend broadlymirrorsthe growth ofcraftbeersin the US,and isevidentin the UKbythe growthin micro-breweries(there are nowaround 1,000 breweriesacrossthe country).Thereis less interestinconventional ‘bigbrand’behaviour amongstbeer drinkers. 
	Secondisthedemandformorepremiumbeers.Thisislinkedto interestintaste,butalsoreflects the increasing importance of eating outin pubs:the choice of beerismore likelyto be premiumwhen it accompanies a meal. 
	In determining our brewing strategy some yearsago, we anticipated these trends. We have a competitive advantage in not onlybeing able to brew beersfromfive breweriesin England,butalso being able to sellthem acrossthe UK. 
	Thisstrategyhasproduceddemonstrablesuccess:in2013we increasedalevolumesby6%inamarketwhichdeclinedby3% building on the volume growthand marketshare gainsachieved in recentyears.Over thepastfiveyears wehaveincreasedour premiumale volumesbyaround 25%in total and around 42%in the off-trade against a declining market. We are leaders in premium cask ale,withamarketshareof18%,and in bottled ale with a shareof24%. 
	Ourwidebrandportfolioissupportedbyhighstandardsofservice to our customers in the independent free trade and pub sector generally,and through categoryknowledge and leadership includingpublicationofThe CaskAle Reportand The Premium BottledAleReport,whichcanbeaccessedonourwebsite. 
	Innovation iscritical to our futureplans. Examplesofbrewing innovationincludetheground-breaking fastcasksystemwhichhas enabled usto expandthe marketforcaskale;andthelaunchofour SingleHopprogramme,whichisnowinitssecondyearandinvolves thecreationofdifferent flavouredbeersusing hopsfromaroundthe world.In2013weintroducedourowncraftbeerrangeincluding Revisionistlager;Marston’sOyster Stout;andShipyardIPA –the productofanalliancewithone ofthe largestcraftbrewersinthe US, the Shipyard Brewing Co. from Portland, Mai
	TM

	Ourmarketingactivityreflectsthecharacterofourbrands: Marston’sPedigreeis ‘The Official BeerofEnglandCricket’;by contrast,Hobgoblinis the ‘Unofficial BeerofHalloween’. Regionally,wesupportlocalbrandsthroughsponsorshipofevents includingtheNewForestShow,theHenleyRegattaandthe KeswickJazzFestival. 
	Futuregrowth is targeted through continued developments intheoff-trade; the export market; and the provisionof brewing, packaging and distribution servicesto third parties. 


	Tapping into craft beer 
	Tapping into craft beer 
	Whilstthe overallbeer marketcontinuestodecline, morepremium formatsof beerincluding cask ales, world lagers and craft beers continuetogrowanddeliveropportunities forvalueandmargin growth.Thisisfuelledbyconsumersmoving awayfrommass market and commoditybeers and lookingforproductsthatdeliver more of apremium experience ontheirbeerdrinking occasions for whichtheyarepreparedtopayapremium. 
	Ourannualdrinkersurveyrevealedthattheseconsumersdefinecraft beers asbeing inlimiteddistribution,producedfromsmallerregional andlesswellknown internationalbrewers,with a dedication to ingredientsandcraftsmanship,deliveringmoretasteandflavour. 
	These findingshave ledtothe development of a portfolio offering of premiumdraught and bottled craftbeersto complementourcore range ofpremium cask andbottled ales. 
	Wehavelaunched our owncraftbeerbrandplatform withthe Revisionistbeerseries.Thisgivesthebrewingteams at each of our regionalbreweriesthe opportunitytoraisetheirprofilethroughthe production oftheir own interpretationsofclassic and contemporary beerstyles and providesthe consumerwith differentbeerdrinking experiences. 
	Wehavealsoestablishedastrategic alliancewiththeShipyard BrewingCo.toproducecollaborationbeersthatallow ustobrew and distribute theirbeersinthe UK. 
	In thelatterpart of 2013 we also agreed apartnership contract with HeinekenInternational(headquarteredinAmsterdam)tobetheir exclusive UKdistributor for thePremiumCzechbeer brandKrusovice. 
	Craftbeerisdeliveringapremium marginopportunity: 
	• Craftbeersaregrowingat77%volumeand83%valueyearonyear
	1 

	• Selectdrinkers arepreparedtopay an averagepremium of33 pence per pint
	2 

	1 CGA Strategy Sept 2013. 2 Marston’sDrinkerSurveyRBD research Sept 2012. 
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	GROUP OVERVIEW 
	GROUP OVERVIEW 
	GROUP OVERVIEW 
	Figure
	Strategic Report 
	RalphFindlay AndrewAndrea Chief 
	ChiefExecutiveOfficer FinancialOfficer 
	“In 2013 we achieved good growth in turnover and operating profit despite significant challenges. This reflects our unstinting focus on what our customers want: excellent service and value for money in high quality pubs and bars. In 2013 we served 30 million meals, with food now the principal reason for around 80% of customer visits in our Destination pubs. 

	Looking forward we will accelerate our high-return new-build programme whilst increasing the level of disposals from our lower turnover wet-led pubs. We have made an encouraging start to the new financial year and remain confident that our proven strategy is aligned to the underlying trends in the sector.” 
	Looking forward we will accelerate our high-return new-build programme whilst increasing the level of disposals from our lower turnover wet-led pubs. We have made an encouraging start to the new financial year and remain confident that our proven strategy is aligned to the underlying trends in the sector.” 
	Looking forward we will accelerate our high-return new-build programme whilst increasing the level of disposals from our lower turnover wet-led pubs. We have made an encouraging start to the new financial year and remain confident that our proven strategy is aligned to the underlying trends in the sector.” 
	2013performance summary 
	Ourperformanceinthe secondhalfyear was strongafter a challengingfirsthalfyear affectedby poor weather.The contrast between the two periodswassignificant:compared to the prior yearunderlying operatingprofitdeclinedby 1.5%inthefirsthalf butincreasedby 12.6%in thesecond.Good trading momentum hascontinuedinto the newfinancialyear. 
	Revenueincreasedby8.8%to£782.9 million, withgrowthin DestinationandPremium,TavernsandBrewingandthe benefitof a 53rd trading week. 
	Underlyingoperatingprofitincreasedby6.6%to£168.3 million, with growth in Destination and Premium and in Brewing.Operating profit inTavernswasbelowlastyearprincipallyduetoa significantlevelof disposals,poorweatherin the firsthalfyear and a more subdued performance in ourtenanted pubsin line with markettrends,mostly offsetbygrowth inourmanaged and franchised pubs. 

	Operatingmarginof21.5%was0.4%belowlast year. We achieved higheroperating marginsinDestination andPremiumas a consequenceofopening new-build pub-restaurants withhigher profitconversion(25in 2012 and22in 2013)and in Leased as a consequenceofreducedtemporarymanagementcostsand tightercost control. This wasoffsetby theconversionofpubs fromtenancy toafranchise model within Taverns(around 600at the yearend, compared to around500last year),and ahigher off-tradesales mix in Brewing. 
	Underlyingprofitbeforetax of£88.4million wasup0.7%(2012: £87.8million)despite the anticipatedhigherinterestcosts.These weredueprincipallytocontractualincreasesin securitised interest –thesehave nowpeakedandsecuritisedinterestcosts abatefromfinancialyear2014onwards. 
	Underlying earnings of12.3penceper share(2012:12.3 pence pershare)were in line with lastyear. 
	Netdebtattheyearendexcludingleasefinancingwaslowerat £1,082 million (2012:£1,121 million);debtto EBITDAon the same basisreduced to 5.3 times(2012:5.6 times)reflecting the benefitof leasefinancingof£109millionarrangedduringtheyear. 
	Wecontinueto makegoodprogress onimprovingreturns with CashReturnOn CashCapitalEmployed(CROCCE)having improvedto10.8%,representinganincreaseof1.2%since2010. 
	Theproposedfinaldividendof4.1penceper share,givingatotal dividendfor theyearof 6.4pencepershare, representsa5% increasecomparedto2012.Dividendcoverwas1.9times(2012: 2.0times).Ourdividendpolicyistotargetprogressiveincreases individend,ata coverofaroundtwotimes inthe mediumterm. 
	Currenttrading 
	Wehave seen an encouraging DestinationandPremium,like-for-likesalesinthesevenweeks to 23 November increased by 3.1%, with food sales growth of pub-restaurantstodate.InTaverns,like-for-like salesin managedandfranchisedpubs are up2.1%andtenantedprofits withlastyear andinBrewingourbeerbrands areperformingin line with our expectations. 
	starttothe newfinancialyear.In 
	4.6%,and wetsalesup by1.0%.We have opened seven new 
	are inlinewith expectations.In Leased pubsprofitsare inline 
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	PERFORMANCE AND FINANCIAL REVIEW 
	PERFORMANCE AND FINANCIAL REVIEW 
	Revenue 
	Revenue 
	Revenue 
	Underlying operating profit 
	Margin 

	2013 
	2013 
	2012 
	2013 
	2012 
	2013 
	2012 

	£m 
	£m 
	£m 
	£m 
	£m 
	% 
	% 

	Destination andPremium 
	Destination andPremium 
	349.2 
	306.1 
	70.3 
	56.8 
	20.1 
	18.6 

	Taverns 
	Taverns 
	250.8 
	241.6 
	69.5 
	73.2 
	27.7 
	30.3 

	Leased 
	Leased 
	55.6 
	58.3 
	26.0 
	26.0 
	46.8 
	44.6 

	Brewing 
	Brewing 
	127.3 
	113.7 
	16.9 
	16.4 
	13.3 
	14.4 

	GroupServices 
	GroupServices 
	– 
	– 
	(14.4) 
	(14.5) 
	(1.8) 
	(2.0) 

	Group 
	Group 
	782.9 
	719.7 
	168.3 
	157.9 
	21.5 
	21.9 


	Destination andPremium 
	Totalrevenueincreasedby14.1%to£349.2 millionreflectingthe continuedstrongperformanceof ournew-build pub-restaurants, growth in like-for-like salesandthebenefit ofthe53rdtrading week.Underlyingoperatingprofitof£70.3 million wasup23.8% (2012:£56.8 million).Averageprofitperpubincreasedto £207,000, up 11.9%. 
	Totallike-for-likesaleswere2.2%above lastyear,withgrowthin the second half year of 4.1%. Like-for-likefoodsaleswereupby 3.9%through a combination ofvolume growthandincreased sales ofstarters,desserts andcoffeewhich contributedtoa27 pence increase in spend per head.In Destination pubs,food now accountsfor56%oftotalsales(2012:54%)and in Premiumpubs and barsfood is25%ofsales(2012: 24%). 
	Like-for-likewetsalesincreasedby0.2%,outperformingthe declining UKon-trade drinks market. We continue to see growth inmorepremiumproducts, withpremiumcaskalevolumesup 9% andpremiumlager up 11%.Wine salesincreased by13% and nowaccountfor 24%ofdrinkssales(2012:22%). 
	We achieveda1.5%improvementin operating margin through moderate price increases and tight cost control. 
	Taverns 
	Total revenueincreasedby3.8%to£250.8 million reflectingthe increasedrevenuecontributionfrommorepubsoperating under the franchise model. Underlying operating profit was£69.5 million, adecrease of5.1%,principally reflectinga significant level ofdisposals,poor weatherinthefirsthalfyear anda more subduedperformancein ourtenantedpubs in line with market trends. Average profit per pub is in line with last year. 
	In ourmanaged and franchised pubs like-for-likesaleswereinline withlastyearandoperatingprofits wereup3.7%,reflectingthe continuedsuccess ofpubs operatingunderthefranchisemodel. 
	Tenantedlike-for-likeoperatingprofits weredown7.7%inthe period, an improvement on the decline in thefirsthalf,reflecting the continued challenges facing small wet-ledtenantedpubsin the current market and representing a relatively subdued performance given the betterweatherin the second halfyear. 
	Operatingmargin was2.6%belowlastyear at27.7%,primarily duetothe conversion ofpubs, whichwere formerlytenanted,to franchise models. Theseagreementsgenerateincreasedprofit butthe operating marginpercentage is reducedas a consequence ofaccountingfor sales atfullretailvalue. 
	Leased 
	Totalrevenuedecreasedby4.6%to£55.6 million,principally reflectinglower volumesinline withthe market.Underlying operatingprofitof £26.0million wasinline with lastyear.Average profitperpubincreasedby2.1%to£67,000, andlicenseestability remainedhighat92%. 
	Aswithtenantedpubs,underlyingmeasuresoflessee ‘health’, includingrentalleviations,improvedduringthefinancial year. Operating margin was2.2%abovelastyear at46.8%,primarily due to a highermixofrentalincome,and lowersupportcosts. 
	Brewing
	Totalrevenueincreasedby12.0%to£127.3 million.Underlying operatingprofitincreased by 3.0%to £16.9 million. 
	Overallalevolumes wereup6%onlastyear, withpremiumcask maintainedourposition as ‘categorymarketleader’,increasing ourmarketsharein eachofthesecategoriesbyover 1%. Hobgoblinsawgrowthof16%,andis now ourlargestbrand. 
	ale volumes up 4%and bottled alevolumes up19%.We have 

	In the independent free trade, our account base increased by3% to more than3,800 customers,andpremiumalesalestothis sectorincreasedby 6%.Inthetakehomemarketwe continueto perform verystronglywith volumes up 18%. 
	Operatingmargin wasdown versuslastyear at13.3%, reflectingthehigher proportion ofvolumethroughthe off-trade, which commands alower marginpercentage. 
	Capital expenditure anddisposals 
	Capitalexpenditure was£150.8millionin2013(2012:£129.8 million),includingthe construction of22pub-restaurants.The principalreasonsfortheincreaseare:an additional£13.6 million on new-builds asweplan toacceleratethe new-build programme for 2014and2015; and £7 million in respect of a new bottling line withinBrewingwhichwasoriginallyintendedtobefundedthrough around £140 million in 2014,including around £80 millionforthe construction of25-30 newpub-restaurants. 
	an operating lease.We expectthatcapitalexpenditure willbe 

	Duringtheyearwegenerated£46.2 millionofcashfromthe sale of130pubs andother assets. 
	Financing
	At5October2013theGrouphada£257.5millionbankfacilityto May2016,andthe amountdrawndown at5October2013 was £191 million.Subsequenttothe yearend,thisfacilityhas been 
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	extended to November2018 on attractiveterms.Thisfacility, together with a long-term securitisation of approximately £1 billion and thelease financing arrangements described below provides uswith an appropriate leveloffinancing headroomfor the mediumterm.The Group hassufficientheadroom on both the banking and securitisation covenants andalso has flexibility to transfer pubs betweenthebankingand securitisation groups. 
	extended to November2018 on attractiveterms.Thisfacility, together with a long-term securitisation of approximately £1 billion and thelease financing arrangements described below provides uswith an appropriate leveloffinancing headroomfor the mediumterm.The Group hassufficientheadroom on both the banking and securitisation covenants andalso has flexibility to transfer pubs betweenthebankingand securitisation groups. 

	K Pis 
	K Pis 
	New-builds completed 
	2013 22 2012 25 2011 19 
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	Duringtheperiod,theGroupenteredintothreenewlease A significant elementofourgrowthcomesfromthe developmentof newpub-restaurants.Thenumber we 
	financing arrangements whichhavea net valueof£108.6 million 
	financing arrangements whichhavea net valueof£108.6 million 

	open has a significantimpact ongrowth andcashflow;the 
	as at 5 October2013.Thisfinancingis aformofsale and 
	as at 5 October2013.Thisfinancingis aformofsale and 
	leasebackagreementwherebythefreeholdrevertstotheGroup atthe end ofthe termatnilcost, consistent withour preference for predominantlyfreeholdassettenure. Theagreements range from35-40 years andprovide theGroup with an extended debt maturityprofileatattractiveratesofinterest.Unlikeatraditional sale andleaseback,theassociatedliabilityis recognisedasdebt onthebalance sheetduetothe reversion ofthefreehold. 
	Netdebtexcludingleasefinancing of£1,082 million at5 October2013is adecrease of£39 million comparedto£1,121 million at29September2012.Operatingcashflow of£169.4 million remains strongdrivenbysolidprofits andtightcontrolof working capital. 
	Fortheperiod ended5October2013the ratio ofnetdebt 

	FreeCashFlowisa measureofcashgeneratedand excludinglease financing to EBITDAbefore exceptionalitems available toreinvestinthebusiness;toreturn to 
	reducedto5.3times (2012:5.6times).Itis our intentionto reducethis ratiotobelow5.0times,principallythroughEBITDA growth generatedfromour new-buildinvestmentprogramme. 
	reducedto5.3times (2012:5.6times).Itis our intentionto reducethis ratiotobelow5.0times,principallythroughEBITDA growth generatedfromour new-buildinvestmentprogramme. 
	Pensions 
	Ourfinalsalarypension scheme attheyear endshowedadeficit of £5.1 million before tax(2012:£24.5million). 
	Taxation 
	Theunderlyingrateoftaxation(beforeexceptionalitems)of20.8% in2013isbelowthestandardrateofcorporationtaxof23.5% primarilydue to creditsin respectofdeferred tax on property. 

	shareholdersintheformofdividends;andtorepay debt. 
	Earnings Per Ordinary Share' 
	2013 12.3p 2012 12.3p 2011 11.2p 
	EPS isawidelyusedprofitabilityandvaluationmeasure. 
	Employee satisfaction 
	2013 81% 2012 77% 
	2011 No survey carried out 
	Theunderlyingtaxratehasincreasedby0.4%from20.4%in2012. employeesatisfaction leadsto better customersatisfaction 
	Weareaservicebusinessandwerecognisethathigh 

	Exceptionalitems 
	Exceptionalitems 
	There arenetexceptionalchargesof£11.4millionaftertax.This primarilyreflects reorganisation and non-core estatedisposal costsof£10.8million relatingtothe restructuringofouroperations acrossthe Group.Thereorganisationisexpectedtogenerate around£3-4 million ofannual underlying costsavings.Additionally thereisanexceptionalcharge of £4.9 millionin respect of the write-offofvariousitemsofcellarequipment nolongerinuse in the business, anexceptionalchargeof£6.4 million inrespectof the recognition of theprovision fo
	relatingtotheRankcase,andan exceptionalgainof£3.5 million inrespectofthemark-to-market movementinthefairvalueof certaininterestrate swaps.Thereis anexceptionaltax creditof £7.2 million, ofwhich£4.1 million relatestothe itemsdescribed above and £3.1 million relatesto deferredtaxinrespectofthe 

	targets for 2014and 2015 aredescribed onpage10. 
	CROCCE 
	2013 10.8% 
	2012 10.3% 
	2011 9.6% 
	Returnoncapitalis akeydriver ofshareholder value and reflectsprogressmade on investments,disposals, and the profitabilityof ourcore estate. 
	Free Cash Flow 
	2013 £85.6m 2012 £92.4m 2011 £112.6m 
	and enhances ourreputationwhenrecruitingnewpeople. 
	2 emissions per £100,000 of turnover 
	CO

	2013 14.82 2012 12.77 2011 13.64 
	We setCO2 emissions targets as partof our environmental responsibilities andto better manage energyusage againsta background of rising energy costs and taxes, including the 
	CarbonLevy. 
	Waste recycling % 
	2013 79.1% 2012 73.1% 2011 75.7% 
	Wetargetincreasedlevels ofrecycling aspartofour 
	changeinthe rate ofcorporationtax. 
	changeinthe rate ofcorporationtax. 

	environmentalresponsibilities and to reduce costs and levies. 
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	CORPORATE SOCIAL RESPONSIBILITY 
	CORPORATE SOCIAL RESPONSIBILITY 
	At Marston’s, Corporate Social Responsibility (CSR) is more than just being aware of our impact on the environment. It is also about the development of our employees, how we relate to our customers, and our relationships with suppliers and the local communities that we serve. 
	At Marston’s, Corporate Social Responsibility (CSR) is more than just being aware of our impact on the environment. It is also about the development of our employees, how we relate to our customers, and our relationships with suppliers and the local communities that we serve. 
	CorporateResponsibilityReport 
	Marston’s approach onCSRis overseenbytheCorporateSocial ResponsibilityCommitteechairedbythe Corporate RiskDirector. TheCommitteehas responsibilityfortheimplementation ofthe 
	CSR agendaandreportsprogresstotheBoard. 
	OurCorporateResponsibilityReportis availablefordownload at 
	www.marstons.co.uk 
	www.marstons.co.uk 
	www.marstons.co.uk 


	Employees areMarston’s mostvitalingredient 
	• Marston’s has around 13,000 employees in its pubs, breweryoperations and head office. • 53% of our employees are female. • 35% of all our managers in pubs, brewing and head 
	office are women. 
	office are women. 

	• More than halfofour employees workflexible hours, typically around other work commitments, study and to care for family. • Half of our employees are under the age of 25 – for 
	many working atMarston’sistheirfirstjob. 
	many working atMarston’sistheirfirstjob. 
	• Ouryoungest employeeis16yearsold and ouroldest 

	is86years old. 

	Genderdiversity 
	Women 13,062 
	Women 13,062 
	n

	Men 
	n

	6,862 
	37 
	10 
	9 
	1 
	27 6,200 
	Directors Senior Total managers employees 

	We wanttogiveallouremployeesthe opportunityto make progress atMarston’s.Wetakeprideinthe factthatmanyofour licensedretail managers,area managers andseniormanagers startedtheircareers workinginourpubs,orjoinedusstraight fromschooloruniversity.Thediversityof ourbusinessallows employeesto movebetween differentroles and tradingactivities. 
	Numberofemployees
	New jobs: In 2013 we created over 1,000 jobs through our new-buildpub programme, providing many job opportunities for the local communities within which our pubs are built, as wellas 
	development opportunitiesfor existing employees. 
	Employees inourpubs 
	TheMarston’sPubCareerPathis ourkeydevelopmenttoolto supportandencourage newpub-based employeesto gainthe skills requiredtodotheirjobs.Itprovidesajobspecific induction programme, aswellase-learning modulescoveringlicensing, foodsafety,healthandsafety,fireawarenessandfirstaid.From October2013ourfire marshaltraininghas also movedonline. 
	TheMarston’sPubCareerPathalsoprovides: 
	• 
	• 
	• 
	TheChefDevelopmentProgrammewhichprovidesand supports thedevelopmentofour kitchenteams intoLine Chefs,SecondChefs and HeadChefs. 

	• 
	• 
	TheKeyholderDevelopmentProgrammeforourfront-of-houseteams which develops supervisorsand assistant managers. 

	• 
	• 
	TheDeputyManagerProgrammewhichdevelopsfuture licensedretail managers. 

	• 
	• 
	Apprenticeship opportunities. 


	Thisyear our managers andteam members undertook over 32,000 onlinecourses,plusafurther2,700 classroom-based courses coveringtopics such as team management, fire marshaltrainingandfinancialskills. 
	Employee Engagement: The 2012Employee EngagementSurvey – whichcovers all 
	employees,including those inpubs – confirmedthehuge 
	commitmentofourstaffandtheir supportforthe Company.As 

	a resultofthesurvey action wastaken to improve ourreward 
	and incentive programmes,including ourlongservice awards, 

	aswellasthe enhancementofourinternalcommunication through newsletters. 
	“Weare committedtocreating realjobs withinthe hospitality andleisureindustry.OurPubCareerPath ensures clear routes forprogression are visibleto everyone, anddemonstrates howemployees can developwithinthebusiness.Our experiencedPeople DevelopmentTeamis theretogive ourpeoplethe skills and confidenceneededinourbusiness.” 
	CherylEvans –HumanResourcesDirector –PubOperations 
	Graduatesandschoolleavers 
	We runaCorporateGraduateProgrammeprovidingopportunities acrossourheadoffice and brewingand logisticsoperations.This summer welaunchedaPubGraduateProgrammetoprovide opportunitiesto those who have recentlycompleted adegree and areinterestedinrunning theirownpubbusiness.Werecognise the importanceofsupportingworkexperienceinitiatives andprovide opportunitiesforpeople to gain apracticalinsightintodifferent Leaversprogrammedesignedspecificallyto supportthoseleaving schoollookingfortheirfirstopportunitytogain skil
	areas acrossthe business.In 2014we willbelaunchingaSchool 

	“Modernapprenticeships are valuabletoour employees andtothebusiness.Wehavebeen able to map ourinternaldevelopmentprogrammes acrossto apprenticeships sothat as employees work through Keyholder andChefDevelopmentProgrammes they also completeanapprenticeshipqualification.” 
	SuzanneHarrison –HeadofPeopleDevelopment –Destination 
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	Giving young people a solid start to their working life 
	Strategic Report 
	Strategic Report 
	With over half of our employees below the age of 25 we consider it ourresponsibility to enhance the skills of these individuals and provide themwith the chance to build a career. We do this through our head officedevelopment programmes and the Marston’s Pub Career Path. 
	In the last three years we have had over 1,000 employees complete a Modern Apprenticeship/NVQ and currently have over 400 working to complete these qualifications. Employees are able to complete Modern Apprenticeships or Advanced Modern Apprenticeships in a range of areas including customer service, team leading and food and drink service. 
	We offer apprenticeships to all pub employees, no matter what their age or current role and we work in partnership with Babcock Training to deliver this comprehensive training programme. Apprenticeships are not exclusive to head office and pub employees but are also available to our franchisees, lessees and tenants – and their teams too. 
	We promote Modern Apprenticeship availability and take part in the annual Apprenticeship week. Suzanne Harrison, our Head of People Development (Destination), is an East Midlands Apprenticeship Ambassador and is involved in supporting the continued development of apprenticeships within the UK. 
	Graduate development programmes have been part of our business for well over 20 years. Through those programmes we have developed many aspiring managers within our business, who now work in a wide variety of areas in the business including Operations, Estates, HR, Production and Finance. Training is delivered through structured development programmes, including a CMI level 5 qualification, and further education training. All this is supported by our coaching and mentoring programmes. In Summer 2013 we enhan
	Supporting the development of young people is not exclusive to our employees; we recognise our role in providing opportunities through work experience within our head office. Recently we have been involved in the ‘Feeding Britain’s Future’ initiative providing real experience for those looking to develop their skills in a practical workplace environment. Longer-term placements are also available to university students looking for a year in industry. 

	In the year ahead we will be expanding the opportunities available toyoung people through the launch of a new School Leavers programme. The aim of the programme is to provide apprenticeship opportunities for under 18s and a ‘Junior Managers’ scheme for those over 18. Thisscheme will focus on the ongoing development of school/college leavers who do not intend to go to university but instead wish to develop and gain qualifications in a practical work environment. 
	“The stepswetaketodevelop ourunder25s arean importantpartof ourtalentdevelopmentstrategy,and willprovideMarston’s withfuturetalent capableof supervisory and management roles neededto support our continuedgrowthstrategy.” 
	Cheryl Evans, Human Resources Director – Pub Operations 
	Managementdevelopment 
	We offer a wide range of structured career development opportunities ensuring that employees have the opportunity to develop their careers. 
	Marston’s achieved an industry first in being accredited to run the British Institute of Innkeeping’s multi-site retail management course. The aim of this training is to provide our Area Operations Managers with the professional skills necessary to support our tenants in developing their own businesses. 
	We run a wide range of professional development programmes accredited by the Chartered Management Institute (CMI). Marston’s has run over 200 CMI courses in the last four years for employees, who have achieved qualifications ranging from introductory Level 2 awards through to the academically demanding Level 5 programmes. We also launched the CMI coaching and mentoring qualification in order to enhance and expand these skills within our business. 
	Within our head office we offer a range of professional qualifications including accounting (CIMA), surveying (RICS), marketing (CIM) and personnel (CIPD) as well as degree and diploma programmes. This year within our brewery operations we sponsored Brewing Diplomas, Master Brewing qualifications, HGV and Chartered Institute of Logistics and Transport programmes. 
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	of our keybrands: • Marston’s Pedigree (bottled) – from 5.0%to 4.5% • Boondoggle – from 5.0% to 4.4% • OldThumper – from 5.6%to 5.1% These reductions demonstrate that our undertakings within the Government’s Public Health Responsibility Deal (see responsibilitydeal.dh.co.uk) to reduce alcoholunits, are 
	CORPORATE SOCIAL RESPONSIBILITY colvrrlvuEd 
	CORPORATE SOCIAL RESPONSIBILITY colvrrlvuEd 
	Here are a few examples of community events which just one of our breweries, Jennings, has been involved with this year: 
	Here are a few examples of community events which just one of our breweries, Jennings, has been involved with this year: 
	Figure
	Jennings Family FunDay – this annual TheWorld’sBiggestLiar 
	charity eventheldatthebrewery in Competition – the internationally Cockermouthreceivesfantasticsupport renownedcontestdatesbacktothe from the localcommunity, whocome 19th Centuryand isheld atthe Bridge 
	along and join in the fun on the dayand Inn, Santon Bridge, Cumbria. The mostoutrageoustales are celebrated 
	takea tourof thebrewery. Thisyear we inoneofthemostoriginal 
	raised£1,000for theMotor Neurone competitions ofalltime.Last year’s 
	DiseaseAssociationNorth&West 
	DiseaseAssociationNorth&West 
	DiseaseAssociationNorth&West 
	winnerJackHarvey claimedthathe 

	Cumbriabranch. 

	had studied the geneticsof a Cumbrianperson andfoundthemto be 2%badger, as observed bythe waytheyeattheirfood and other mannerisms...definitelynottrue! 
	Marston’s attheheart of the community
	Muchhasbeenwrittenaboutthecontributionthatpubs maketo communities andtoBritish culture –notjustasplacesto socialiseandcelebratebutaslocalemployers,supporters of local suppliers, andthehuboflocal sportsteams. 
	One ofthe ways wedemonstrate our supportforthe role ofpubs incommunitiesisthroughourfinancial supportfor ‘PubisThe Hub’,anot-for-profitorganisation specialisingin thediversification ofpub activitiesto provideawiderrange ofservicesand amenitieslocally,particularlyin ruralcommunities,for example, shops andlibraries. 
	Manypubs are alsothefocus offundraisingfor charities, and Marston’sisinvolvedintwodirectlyfundedbodies –theMarston’s EmployeeCharityFundandtheMITCharitableTrust.Bothinvolve matchfundingfromMarston’sPLCandcontributionsfrom employeeswhich totalled over£40,000in2013. 
	Active since1980,theCharityFundprovides equipmentfor hospitals,schools and individualswith specialneeds,with a preference for donating smalleritems more often ratherthan large items.TheCommitteecomprises currentandretired employeesand recentdonationsinclude an electric wheelchair, a computeriseddisplayfortrainingbrain-damage victims,ablood oximeter and a tiltingchairforstrokevictims. 
	TheMIT Charitable Trusthelpstofund causespromotedin local pubs, addingto moneyraisedbycustomers. 
	Ourbreweries are alsoimportantinthe contextoftheir employment –the vast majorityof the hopsand barley we usein brewing issourcedinthe UK.Ourbrewing strategyplaces a premiumonbeinglocalwithourbreweriesbeing involved in a wide range oflocaleventsacrossthe country.Examples include 
	Ourbreweries are alsoimportantinthe contextoftheir employment –the vast majorityof the hopsand barley we usein brewing issourcedinthe UK.Ourbrewing strategyplaces a premiumonbeinglocalwithourbreweriesbeing involved in a wide range oflocaleventsacrossthe country.Examples include 
	communities.As withpubs,theycontributeinparticularto rural 

	sponsorshipoftheNewForestShow(Ringwood);music sponsorshipofMetal2TheMasses (Hobgoblin);theBanks’s Brewery10kruninWolverhampton;TheJenningsRiverRide and JenningsBreweryCharityFun Daysupporting MNDA;and the ‘Tourde Marston’s’ cycle ridewith the Steve Bull Foundationhelpingterminallyill children. 

	Marston’sresponsibilityinrelation toalcohol
	Marston’srecognisesthatexcessivedrinkingcanbeharmfultohealth and hassocialconsequences.Thereisa heightened levelof responsibilityexpectedofusbecausewebrewbeerandsell alcohol. 
	Weare committedtothe responsible retailingofalcoholand supportiveofarangeofmeasures,includingeducation,to encourage the responsible consumption of alcohol. 
	Reduction in alcohol strength 
	In2013 wereducedthe ABV (alcoholic content) of several 
	In2013 wereducedthe ABV (alcoholic content) of several 
	KeswickJazzFestival – Jennings was once again the sponsorofthe 22nd Jennings Keswick Jazz FestivalinMay. Despitetherainthere wereplentyof visitors who couldenjoy someJennings realaleswhilstlisteningtothe many worldwidejazzactsinthevarious venues aroundKeswick.Our Jennings stallwas intheMarketPlaceoffering the visitors a sample of our Cumberland Aleandsellingmerchandiseandgifts for them to take a taste of Jennings home with them. 

	backed up by effective actions. 
	How ourbeers aremarketed 
	Marston’sisasignatorytothePortmanCodewhichlaysdown minimum expectedstandardsforalcoholmarketingpractices. ThefullCodecanbereadat 
	www.portmangroup.org.uk 
	www.portmangroup.org.uk 
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	Informingour customers 
	Informingour customers 
	Alcoholis consumedresponsiblybymillions ofpeopleintheUK, howeverwerecognise thatmore canbe donetoprotectthose at riskfromalcohol.Marston’shasbeen a consistentsupporter of Drinkaware, anindustrybackedTrust, sinceitsinception. 
	Drinkaware aimstoinfluence consumers’drinkingthrough a varietyof media: 
	• 
	• 
	• 
	advertising campaign –“whyletgoodtimesgobad”, 

	• 
	• 
	the Drinkaware website , including the alcohol unit tracking tool MyDrinkaware, and 
	www.drinkaware.co.uk
	www.drinkaware.co.uk



	• 
	• 
	supportfor other charities working withyoungpeople and parents,and sponsoring educationalprogrammes. 


	Ourbottled and cannedbeers arelabelled with unit content, UK HealthDepartmentlimitguidelines andinformation onDrinkaware. 
	Licensingobjectives andthelaw 
	Governmentregulation ofthepubindustryincludes a requirement to meet severallicensing objectives: 
	• 
	• 
	• 
	the preventionofcrimeanddisorder, 

	• 
	• 
	publicsafety, 

	• 
	• 
	prevention ofpublicnuisance,and 

	• 
	• 
	• 
	the protectionof children fromharm. 

	In Scotlandthereisafurther objective: 

	• 
	• 
	protecting andimprovingpublichealth. 


	Alllicensees andkeyoperational management are expected to understand and promote these objectivesin the course of business. 
	Marston’s responsibilities inpubs 
	• 
	• 
	• 
	All of our managedpubs operateChallenge21.Thisyear over 300,000 challengeswere made by ourstaff requesting acceptable proof of age. 

	• 
	• 
	We use anindependenttestpurchase serviceto check compliancewiththelawonunderagedrinking. 

	• 
	• 
	Allourretailstaffcompletee-learningtrainingondrugand alcohol abuse and theidentification of underage drinkers. 

	• 
	• 
	None ofourpubs operate24hourlicences. 

	• 
	• 
	We expectour managerstoplayan activepartin local PubwatchandBestBarNone initiatives. 

	• 
	• 
	Ourtenants andlessees are supportedby adedicated hotline regarding licensing matters. 


	“Marston’s strong adherencetothelicensing objectives is key toour reputation.Protection against alcohol harmis a cornerstonewithinourstafftraining,which wewill continuetotestinternally inorderthatthis remains thehighestpriority.” 
	SteveOliver –OperationsDirector –Destination 
	HowMarston’sencourageshealthyeating Growthin the informal dining market is a key objective of our strategy. Webelievethat our responsibilityin relationtohealthy eating is satisfiedthroughtheprovisionofoptionsthatallow our customers to makehealthier choices andthroughthe commitments we have made through the Public Health ResponsibilityDeal. 

	Strategic Report Public HealthResponsibilityDeal andfood: • In 2013 we reduced salt in our meals by15% across 65% of our existing ingredients compared to 2010. 
	• Our mealsdo not contain artificialtrans-fats or hydrogenated fat andoils. 
	• All new products meet salt targets set by the Public HealthResponsibilityDeal. • No saltis addedto chips. 
	A fulllist ofMarston’s commitments canbe seen 
	at https://responsibilitydeal.dh.gov.uk/ And, in addition: • Sausages are grilledrather than fried. • All meals are free from genetically modified ingredients and monosodium glutamate. • We introducedgluten free breadin 2013, andin 2014 we will review allergen information further, including 
	intolerance causingproducts. 
	intolerance causingproducts. 

	Wehave offeredlowercalorie optionsforsomeyears,including a below500 calorie listofmenu items,andwillkeep thefurther provision ofcalorie information underreview.The numberof caloriecounteddishes served with500calories orbelowwas approximately0.5 million (up 66%on lastyear). 
	In total we spent £83 million on food in 2013. All our food suppliers areeitherBritishRetailConsortiumapproved, complete a self-audit wontheMIDASaward(for menuinnovation anddevelopment)for BestDessertMenu andBestNeighbourhoodPubMenu. 
	orare audited independently.We have approximately 
	120 foodsuppliersdelivering900linesoffood.In 2013Marston’s 

	“Marston’s has respondedtoincreasingdemandfor information ontheingredients in our meals, particularly regardingsalt content and are satisfiedthatourmenus clearly indicatethemore healthy options which customers can select.” 
	calories.We 

	RuthPowell –GroupComplianceManagerforFoodandLicensing 
	Marston’s responsibility for safety 
	Thehealthandsafetyofour employees,customersandthe generalpublicistreated with the utmostimportance.Information on accidentrates,compliance and auditscoresisreviewedby the Board forall areas of thebusiness. Adescriptionof our healthandsafetysystemstogetherwith ourpolicyisavailable at 
	www.marstons.co.uk 
	www.marstons.co.uk 
	www.marstons.co.uk 


	We operate sophisticatedelectronic systemsforincident recording,accidentanalysis andauditing,in order tobetter understandthe natureofaccidents occurring andtotake the actionsnecessaryto avoid them.For examplethisyearwe implementedadrivertelematics systemwhichtracks and measureshowsafelyourdriversare operatinginour commercial vehicles.Thesystemhasalreadycontributedto animprovement indriverbehaviour. 
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	CORPORATE SOCIAL RESPONSIBILITY colvrrlvuEd 
	Our managed pubs are subject to an independent bi-annual external audit of hygiene, health and safety which impacts upon the evaluation of our licensed retail managers’ performance. In total Charnwood Hygiene Associates carry out around 1,200 of these safety audits each year. 
	The safe operation of our pubs depends upon safety training, documented safety instructions, safe design and engineering, and established routines of safety inspection. All new staff are trained from the outset to ensure that a high degree of awareness of safety is sustained. 
	The operators of our tenanted, leased and franchised pubs are themselves primarily responsible for health and safety within their pubs. However, Marston’s provides documentation and training on health and safety policy to help them carry out these responsibilities effectively. 
	Marston’s Readyto Let(meetingour compliance obligations as a landlord): Last year we introduced the Ready to Let policy into our franchised, tenanted and leased pubs. Ready to Let is intended to ensure that our pubs are legally compliant upon the commencement of a new agreement and that living areas provide 
	suitable accommodation. 
	This process forms part of the Marston’s Code of Practice. 
	We completed over 250 Ready to Let projects in 2013. 
	Each of our breweries has a comprehensive quality control system, and all of our beers are tested to ensure they are of high quality. Our breweries are also audited by some of the supermarkets which we supply to. The breweries at Wolverhampton and Burton upon Trent are Grade A certified by the British Retail Consortium – the highest quality grade available. 
	“Our high audit scores demonstrate that safety is a key priority forus.However,wearenot complacent and we will continue to strive for improvement. Our objective is to reduce accident and hygiene risks to thelowestlevel.” 
	John Beerjeraz – Group Health and Safety Manager 
	HowMarston’scaresfortheenvironment 
	Environmental considerations are important to Marston’s, not least because brewing uses natural ingredients: water, barley, yeast, hops; and these contribute significantly to the distinctive character of our beers. 
	A comprehensive description of our environmental performance is included within our Corporate Responsibility Report which is available at 
	www.marstons.co.uk 

	Energy usage:
	Marston’s has been investing for several years in engineering 
	solutions for reducing electricity usage. In 2013 we reduced 

	electricity usage in our managed pubs by 6% through initiatives 
	including: • LED lighting for all front-of-house areas in our estate including new pub-restaurants, major refurbishments and 

	Pitcher & Piano; 
	• 
	• 
	• 
	the use of outside ambient air to cool our cellars rather than 

	• 
	• 
	heat recovery systems. 


	air conditioning; • voltage optimisation; • heating control systems; and 
	In addition to engineering solutions we have continued our Take Control campaign to encourage our pub managers to actively seek to reduce energy consumption. The Take Control programmes include monitoring of performance, reporting usage against targets, the preparation and dissemination of operating procedures and practices to control energy use, awareness raising activities and training. 
	Fuel Ty pe CO2e tonnes 
	Electricity & gas 101,809 Petrol & diesel 7,399 Refrigerants (brewery) 118 
	Total 109,326 
	Greenhouse Gas Emissions Intensity Ratio: 
	2 013 2012 2011 
	2 013 2012 2011 

	2e tonnes per £100,000 of turnover 14.82 12.77 13.64 
	CO

	Note that: 
	• 
	• 
	• 
	We have reported on all the measured emissions sources required under The Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013. 

	• 
	• 
	Data collected is in respect of the year ended 31 March 2013, being the period for which our carbon emissions are reported under the Carbon Reduction Commitment Energy Efficiency Scheme. 

	• 
	• 
	Conversion factors for electricity, gas and fuel are those published by the Carbon Trust and Defra in 2013. 

	• 
	• 
	Refrigerant fugitive emissions across our pub estate are not currently measured. 

	• 
	• 
	Refrigerant fugitive emissions of R417a (non-ozone depleting HFC) from our breweries are not included in the total above due 2. 
	to the lack of a published conversion factor to tonnes of CO
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	2e tonnes per £100,000 of turnover to 
	2e tonnes per £100,000 of turnover to 
	The increase in the CO

	14.82 in 2013 is as a result of a combination of factors: 
	• 
	• 
	• 
	last winter was unusually harsh thereby increasing the amount of gas consumed; 

	• 
	• 
	an increased number of retail and franchise agreements, under which Marston’s is responsible for the energy supply; and 

	• 
	• 
	growth in food sales. 


	Water 
	During the year we have rolled out water management systems in the toilets of all of our managed pubs (PHS Flushwiser and Flowsaver); the full-year effect of this has yet to be determined. However, early indications are that the systems have significantly reduced water wastage. 
	Wasterecycling 
	Our breweries recycle approximately 98% of waste, including used malt and hops being recycled as animal feed. We also dispose of other waste such as glass, metals, cardboard, paper and polythene through recycling contractors. 
	The majority of our managed and franchised pubs recycle dry waste, including glass and packaging. Last year we ran a pilot scheme with 66 of our managed pubs to recycle food waste and this has now grown to 290 pubs. Food waste is delivered to an anaerobic digestion plant that produces methane in order to generate power. Marston’s has targeted itself with increasing the total kitchen waste recycled from managed pubs to 80% by 2015. 
	Marston’s is a signatory to WRAP’s Food and Hospitality Agreement which aims to reduce packaging waste in the hospitality industry and at the same time increase food recycling to 70% by 2015. 
	“Improvingthe environmentalperformance of our pubs is very muchabout engineeringthe right solutions forthepremises.Ournew-build and refurbishmentprogrammes put us in an excellent positiontodesignintheseimprovements fromthe outset.This year we are reviewingthedesignlessons learntin ourpubs todetermine whether we can implementsimilar energy control measures in our breweries anddepots.” 
	Andy Kershaw – Group Facilities Manager 

	Strategic Report 
	HowMarston’s ethicallysourcesits supplies
	Marston’s seeks to work with suppliers who also adopt an ethical approach to human rights, working conditions and the environment in line with our own values: 
	• 
	• 
	• 
	in 2012/13 we purchased 575 tonnes of fish secured from sustainable and ethical sources; 

	• 
	• 
	we used 1.5 million litres of Prep High Performance cooking oil (73% of which has been recovered by our drays and recycled as transport fuel), and which supports the production of sustainable palm oil via the Green Palm trading programme; and 

	• 
	• 
	we source 5,600 tonnes of chips from a supplier who uses the potato remnants for animal feed, fertiliser and renewable energy. 


	Currentexamplesof our suppliers’ethical approach: DS Smith – supplier of packaging used by our delivery operations – makes a major contribution to conserving resources and reducing landfill waste through its position as the leading UK collector of waste paper for recycling and as the UK’s largest producer of recycled paper. 
	The corrugated and plastic packaging products are made by DS Smith from recycled raw materials wherever it is practicable. It is fully recyclable and approximately 80% of all corrugated packaging used in the UK is again recycled. 
	Leisurebench – supplier of our wooden garden furniture – is a member of the Leisure and Outdoor Furniture Association and participates in the ‘Made Aware’ scheme. This involves tracing timber sources and putting documentation in place to prove all timber used is from managed and sustainable forestry. Many of the products are FSC (Forest Stewardship Council) certified. 
	100% of Leisurebench’s packaging used for Marston’s products is compressed and recycled. 
	“Our customers havearighttoexpectthat our supply chainis founded on ethicalprinciples andthat Marston’s has takenallreasonable steps to accomplishthis; ourGroupbuying andtendering arrangements aredesignedto achievethis by ensuring wehaveagoodknowledgeof our suppliers’ workingpractices, carefortheenvironment and policies on sourcingsustainable natural resources.” 
	Colin MacKenzie – Group Purchasing Manager 
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	PRINCIPAL RISKS AND UNCERTAINTIES 




	Marston’s adopts a formal risk identification and management process designed to ensure that risks are properly identified, prioritised, evaluated and mitigated to the extent that is possible. Risk management is embedded in the operations of the business. 
	Marston’s adopts a formal risk identification and management process designed to ensure that risks are properly identified, prioritised, evaluated and mitigated to the extent that is possible. Risk management is embedded in the operations of the business. 
	Business operations maintain risk registers compiledandmonitoredbytheCorporate RiskDirector.TheAuditCommitteereportsto the Board on the risk management process,including on mattersofinternalauditand theevaluation ofpotentialimpacts, both financial andreputational. 
	isnotintendedtobeacompleteanalysisofall risksandmaychangeovertime. 
	Thefollowingrisksare,intheopinionoftheBoard,theprincipalriskswhichaffectMarston’s.It 

	Economic 
	Factor 
	• Futureeconomicuncertainty:werelyuponthespendingcapacityofourcustomers. Thebasiccostoflivingcouldcontinuetoincreaseatafasterratethanincomes. 
	Risk 
	• TheoutlookforeconomicgrowthintheUKhasimprovedbutremainslowandafallin consumerconfidence mayimpactupon oursales,and ourinvestmentplans. 
	Impact 
	• 
	• 
	• 
	Customerscouldspendlessonourproducts andservices. 

	• 
	• 
	Forecastingandinvestmentreturnsmaybecomemoreuncertain. 


	Strategic objective 
	• 
	• 
	• 
	Maximisethereturnoninvestment. 

	• 
	• 
	Pubdisposalprogramme. 

	• 
	• 
	Investment in new pub-restaurants. 

	• 
	• 
	Reductioninleverage. 


	Investment plans 
	Factor 
	• Increased competition for development sites for building newpub-restaurants. 
	Risk 
	• 
	• 
	• 
	Investment plans do not meet return targets. 

	• 
	• 
	A reductionintheavailabilityofqualitysitesforinvestment. 


	Impact 
	• 
	• 
	• 
	Theprogrammeofbuildingnewpub-restaurants maybe slowed. 

	• 
	• 
	Corporategrowthtargets maynotbe met. 


	Strategic objective 
	• Maximiseprofitgrowthanddevelopmentofahighvaluepropertyestate. 
	Financial covenants 
	Factor 
	• Lenders expect that Marston’s can repay capital and interest on time and operate within stated covenants. 
	Risk 
	• Breachoffinancialcovenants. 
	Impact 
	• 
	• 
	• 
	Breach of covenants could resultin additionalfinancial operating restrictions beingimposed onthe business. 

	• 
	• 
	Potentiallossofreputationamongstinvestors. 


	Strategic objective 
	• 
	• 
	• 
	Financialsecurity. 

	• 
	• 
	Protectreputation. 

	• 
	• 
	Businessfinanced atrates ofinterestthatallowprofittobegeneratedto provide further growth. 


	Mitigation 
	Mitigation 
	Mitigation 
	• 
	• 
	• 
	Maintaining value-for-money consumerproposition. 

	• 
	• 
	Customerchoice,flexiblepricing options. 

	• 
	• 
	Competitiveoffering. 

	• 
	• 
	Highstandardsofserviceandquality. 

	• 
	• 
	Consumertrendsanalysissupports the view that eating out remains resilientdespitedifficulteconomic conditions. 

	• 
	• 
	Rangeofpubbrandsandformats to meet customerexpectations. 

	• 
	• 
	‘F-Plan’. 

	• 
	• 
	In-house propertydevelopmentteam withproven experienceindelivering new-buildprojects. 

	• 
	• 
	Expert understandingofplanning legislation. 

	• 
	• 
	In-depthknowledge ofsite availability. 

	• 
	• 
	Maintainpipeline of new sitesfor future years. 

	• 
	• 
	Sophisticatedaccountingsystems. 

	• 
	• 
	Constantmonitoringoffinancialratios. 

	• 
	• 
	Company strategy,businessplans, acquisitions and projectdevelopment builtuponthepreservation of corporatefinancialcovenants. 

	• 
	• 
	AnnualauditbyexternalAuditors. 

	• 
	• 
	Flexibilityto transferpubsbetween banking andsecuritisation groups. 


	Mitigation 
	Mitigation 

	Accounting controls Mitigation 
	Factor 
	Factor 

	• Thefinancialsystems oftheGroup musthandlelarge numbers oftransactions securely andensurethattransactions areproperly recorded. 
	Risk 
	Risk 

	• Breakdownofinternalaccountingcontrolsleadingtomaterialfinancialmisstatement. 
	Impact 
	Impact 
	• 
	• 
	• 
	Potentiallossofinvestorconfidence. 

	• 
	• 
	Reputationaldamagemayoccur. 

	• 
	• 
	Somefinancialloss. 


	Strategic objective 
	• 
	• 
	• 
	Safeguardtheassetsofthebusiness. 

	• 
	• 
	Secureinvestorconfidence. 


	Information technology 
	Factor 

	• Marston’sisheavily reliant uponITnetworkstoprocesstransactions, conduct operations atgroundlevel and reporton results. 
	Risk 
	Risk 
	• 
	• 
	• 
	Externalinterferenceinthecomputersystem(cyberrisk). 

	• 
	• 
	Compliance withthe DigitalEconomyAct2010andsecurityofdata. 

	• 
	• 
	Disasterrecoveryofbackedupdatatakinglongerthanfourhours. 


	Impact 

	• SignificantdisruptioncouldbecausedtothedailytradingoperationsoftheGroup. 
	Strategic objective 
	Strategic objective 

	• 
	• 
	• 
	A stableIT environmentthat allowstheGroupto conductits operations with a high degree ofefficiencyand speed without disruption. 

	• 
	• 
	Protect sensitivedata,particularlythat whichis commerciallydamagingif openly available. 


	People 
	People 
	Factor 
	• Increased demand forhigh calibre people, particularlylicensees. 
	Risk 
	• Failuretoattractandretainthebestpeople. 
	Impact 
	• Marston’s maynotmeetitsfinancialtargets. 
	Strategic objective 

	• A stable and experienced employeebase will allowtheGrouptobetter achieve its strategicpriorities. 
	Regulatory 
	Regulatory 
	Factor 

	• TheGroupissubjecttomanydifferentareasofregulationduetothediversityofits operations.Significant areasinclude alcoholretailing,licensing,food hygiene, health and safety,competition law,environment and propertylaw. 
	Risk 
	Risk 

	• Thereisariskthatmoreregulationmaysignificantlyaffectourbusinessoperations. 
	Impact 
	Impact 

	• 
	• 
	• 
	• 
	Increase in taxation could reduce profitability. 


	• 
	• 
	Further regulation could restrict our licensees in operating their pubs in a sustainable manner. 


	Strategic objective 
	Strategic objective 
	• Operatingasustainableandprofitablebusinessmodel. 
	• 
	• 
	• 
	Sophisticatedaccountingsystems and controls. 

	• 
	• 
	Thoroughyear-end audit. 

	• 
	• 
	Regular managementaccountsby operating area. 

	• 
	• 
	Detailedannualbudgets and forecasts. 

	• 
	• 
	Segregationofduties. 

	• 
	• 
	Levelsofauthority overtheapproval processfortransactions. 

	• 
	• 
	Well established IT systems in pubs and in head office. 

	• 
	• 
	Anti-virus andfirewallprotection. 

	• 
	• 
	Constantvigilance and monitoring threats posed byhacking, breach of access controls and viruses. 

	• 
	• 
	Physicalprotection ofservers and networks. 

	• 
	• 
	Backupprocedures and continual monitoring regardingtheintegrityof data and rehearsalofrecovery procedures. 

	• 
	• 
	Businesscontinuityplans. 

	• 
	• 
	Access controls/passwords. 

	• 
	• 
	Comprehensive induction and training programmes. 

	• 
	• 
	Regular capability reviews and development programmes. 

	• 
	• 
	Careerpathsupported. 

	• 
	• 
	Anongoingprogrammeof engagementsurveyswithemployees. 

	• 
	• 
	Range of flexible agreements with ourtenants and franchisees. 

	• 
	• 
	Trainingandmonitoringprogrammes for allourpuboperators. 

	• 
	• 
	Externalauditingof complianceto currentlegislationincludinghealth and safety, and food safety. 

	• 
	• 
	ComplianceCommitteetoregister and monitorlegalcompliance. 

	• 
	• 
	Active consultation withGovernment, tradebodiesandthe BBPA. 

	• 
	• 
	OurCodeofPracticedeveloped to bring greater transparency to the relationship with our tenants. 

	• 
	• 
	Comprehensivehealth and safety managementsystem. 


	Mitigation 
	Mitigation 
	Mitigation 
	Strategic Report 
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	DIRECTORS 
	DIRECTORS 
	Figure
	RogerDevlin RalphFindlay AndrewAndrea RobinHodgson RosalindCuschieri 
	Chairman ChiefExecutiveOfficer ChiefFinancialOfficer TheLordHodgson Non-executive Director ofAstleyAbbottsCBE Non-executive Director 
	Public Length ofserviceon Board company Operational Name Position (asat 5/10/2013) Independent experience experience 
	Roger Devlin Chairman 1 month ✓✓ – 
	RalphFindlay ChiefExecutiveOfficer 17 years – – ✓ 
	Andrew Andrea ChiefFinancialOfficer 4 years and 6 months – – ✓ 
	Robin Hodgson Non-executive Director 11 years ✓ –– 
	RosalindCuschieri Non-executive Director 7 years ✓ ✓✓ 
	Robin Rowland Non-executive Director 3 years and 1 month ✓ – ✓ 
	PeterDalzell ManagingDirectorof 1 year – – ✓ Marston’sInns and Taverns 
	NeilGoulden Non-executive Director 5 years and 6 months ✓ ✓✓ 
	NickBackhouse Non-executive Director 1 year and 8 months ✓ ✓✓ 
	Anne-MarieBrennan CompanySecretary 
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	Figure
	RobinRowland PeterDalzell NeilGoulden NickBackhouse Anne-MarieBrennan 
	Non-executive Director ManagingDirector Non-executive Director Non-executive Director CompanySecretary Marston’sInns and Taverns 
	Government/ 
	Government/ 
	Retail Finance regulatory 
	experience experience experience CurriculumVitae 

	ü
	ü
	ü
	ü
	ü

	✓ – •ChairmanofGamesys,SIS andPorthaven NursingHomes 

	• 
	• 
	• 
	Independent Non-executiveDirector ofthe FootballAssociation 

	• 
	• 
	PreviouslyaNon-executiveDirectorofNationalExpress and RPSGroup 



	ü
	ü
	ü
	ü

	✓✓ •Appointedtothe Board asFinanceDirectorin1996becomingCEO in2001 

	• 
	• 
	• 
	QualifiedCharteredAccountantandTreasurer 

	• 
	• 
	Previous rolesheldatGeestPlcandBassPlc 



	ü
	ü
	ü
	ü

	✓ – •JoinedtheCompany in2002 

	• 
	• 
	• 
	QualifiedCharteredAccountant 

	• 
	• 
	PreviousrolesheldatGuinness BrewingWorldwideandBass BrewersLimited 




	– ✓✓ •SeniorIndependentNon-executive Director 
	• 
	• 
	• 
	ChairmanofNovaCapitalLimitedandRFIBGroupLimited 

	• 
	• 
	Director ofJohnsonBrothers&CoLimited 


	–– •ChiefExecutive ofGeniusFoodsLimited 
	ü

	• 
	• 
	• 
	FormerCommercialDirector ofWarburtonsLimited 

	• 
	• 
	Previouslyresponsible foroff-trademarketing at Scottish&NewcastlePlc 


	–– •ChiefExecutive ofYO!SushiLimited 
	ü

	• 
	• 
	• 
	SupervisoryBoardNon-executiveDirectoratCaffeNeroGroup Limited 

	• 
	• 
	PreviousrolesheldatCityCentreRestaurantsPlcandScottish& Newcastle Plc 


	–– •JoinedtheCompany in1995followingroles as alicensee andpub companyoperator 
	ü

	• 
	• 
	• 
	PreviouslyOperationsDirectorforMarston’sInns andTaverns 

	• 
	• 
	Chairman ofMITCharitableTrust 


	✓✓ •ChairmanofThe ResponsibleGamblingTrust andAccessSport 
	ü

	• 
	• 
	• 
	Member ofTheLowPayCommission 

	• 
	• 
	PreviousrolesatGalaCoralGroup,CompassGroupPlcandChef& Brewer 


	– ✓✓ •SeniorIndependentDirector ofGuardianMediaGroupplc 
	• 
	• 
	• 
	QualifiedCharteredAccountant 

	• 
	• 
	Previous senior managementpositionsinthepub,leisure andfinancialsectors 


	• AppointedCompanySecretaryin2004 
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	DIRECTORS’ REPORT FOR MARSTON’S PLC 
	DIRECTORS’ REPORT FOR MARSTON’S PLC 
	(Company Registration Number 31461) 
	The Directors present their report and audited financial statements of the Group for the period ended 5 October 2013. 
	Corporategovernance statement 
	The corporate governance statement as required by the Disclosure and Transparency Rules 7.2.1 is set out on pages 30 to 37 and is incorporated by reference into this report. 
	Greenhousegas emissions 
	The Strategic Report on pages 1 to 25 includes the greenhouse gas emissions disclosures required by The Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013. This information is incorporated by reference into (and shall be deemed to form part of) this report. 
	Researchanddevelopment 
	In-house research and development is undertaken alongside work with the British Beer and Pub Association (BBPA) and Brewing Research International. 
	Capital structure 
	Details of the Company’s issued share capital and of the movements during the year are shown in note 27 to the financial statements on page 93. The Company has one class of ordinary shares and one class of preference shares. On a poll vote, ordinary and preference shareholders have one vote for every 25 pence of nominal value of ordinary and preference share capital held in relation to all circumstances at general meetings of the Company. The issued nominal value of the ordinary shares and preference shares
	There are no specific restrictions on the size of a holding nor on the transfer of shares, which are both governed by the general provisions of the Articles of Association and prevailing legislation. The Directors are not aware of any agreements between holders of the Company’s shares that may result in restrictions on the transfer of securities or on voting rights. 
	Ordinarysharesof7.375peach 
	Shareholder 
	Details of employee share schemes are set out in note 26 to the financial statements on pages 91 to 93. Where shares are held on behalf of the Company’s share schemes, the trustees have waived their right to vote and to dividends. 
	No person has any special rights of control over the Company’s share capital and all issued shares are fully paid. 
	Under the Articles of Association, the Directors have authority to allot ordinary shares subject to the aggregate set at the 2013 Annual General Meeting (AGM). The Company was also given authority at its 2013 AGM to make market purchases of ordinary shares up to a maximum number of 57,100,927 shares. Similar authority will again be sought from shareholders at the 2014 AGM. 
	With regard to the appointment and replacement of Directors, the Company is governed by its Articles of Association, the UK Corporate Governance Code, the Companies Act 2006 and related legislation. The Articles may be amended by special resolution of the shareholders. The powers of the Directors are further described in the Corporate Governance Report on pages 30 to 37. 
	Change ofcontrol 
	There are a number of agreements that take effect after, or terminate upon, a change of control of the Company, such as commercial contracts, bank loan agreements, property lease arrangements and employee share plans. None of these are considered to be significant in terms of their likely impact on the business as a whole. Furthermore, the Directors are not aware of any agreements between the Company and its Directors or employees that provide for compensation for loss of office or employment that occurs be
	MajorinterestinCompany’s shares 
	Notifications of the following voting interests in the Company’s ordinary share capital had been received by the Company (in accordance with Chapter 5 of the FCA’s Disclosure and Transparency Rules and section 793 Companies Act 2006) as at 5 October 2013 and 26 November 2013: 
	Asat 
	Asat 
	Asat 
	As at 

	5 October 
	5 October 
	% ofvoting 
	26 November 
	% ofvoting 

	2013 
	2013 
	rights 
	2 013 
	rights 


	Schroders Plc 
	Schroders Plc 
	Schroders Plc 
	37,472,188 
	6.55% 
	39,449,916 
	6.89% 

	Dimensional Fund Advisers 
	Dimensional Fund Advisers 
	24,350,845 
	4.26% 
	24,369,840 
	4.26% 

	The Capital Group Companies, Inc 
	The Capital Group Companies, Inc 
	20,448,705 
	3.57% 
	20,448,705 
	3.57% 

	Rathbone Investment Management 
	Rathbone Investment Management 
	20,356,716 
	3.56% 
	20,480,023 
	3.58% 

	Henderson Global Investors Ltd 
	Henderson Global Investors Ltd 
	19,276,419 
	3.37% 
	17,369,753 
	3.03% 

	Legal and General Investment Management Ltd 
	Legal and General Investment Management Ltd 
	17,971,730 
	3.14% 
	17,946,982 
	3.14% 


	TheCompany alsodisclosesthefollowinginformation, obtained fromthe Register of Members, forthe preferenceshares: 
	TheCompany alsodisclosesthefollowinginformation, obtained fromthe Register of Members, forthe preferenceshares: 
	Preference shares 
	Preference shares 
	Preference shares 

	Percentage of 
	Percentage of 

	Shareholder 
	Shareholder 
	Number 
	votingrights 

	Fiske Nominees Ltd 
	Fiske Nominees Ltd 
	34,048 
	45.39% 

	Mrs HM Medlock 
	Mrs HM Medlock 
	10,407 
	13.87% 

	George MaryAllison Ltd 
	George MaryAllison Ltd 
	5,500 
	7.33% 

	Mr PFandDr KKnowles 
	Mr PFandDr KKnowles 
	4,356 
	5.80% 

	Mr GALSouthallandMr NAston 
	Mr GALSouthallandMr NAston 
	2,855 
	3.80% 

	Mrs HMichels 
	Mrs HMichels 
	2,750 
	3.66% 

	Mr RSomerville 
	Mr RSomerville 
	2,750 
	3.66% 


	Dividends on ordinary shares 
	Aninterimdividend of2.3penceper ordinaryshare waspaid on 1 July2013.The Directorsrecommend a finaldividend of 
	4.1 pence per ordinary share to be paid on 3 February2014 to shareholders onthe registeron20December2013.This wouldbringthetotaldividendfor2012/13to 6.4 pence per ordinaryshare (2012:6.1pence).The paymentofthefinal dividend issubjectto shareholder approval atthe AGM. 
	Preference shares 
	Thepreference shares carrythe rightto afixed cumulative preferentialdividend atthe rate of6%per annumpayablein June andDecember(£5,250per annum).Furtherdetails are givenin note 17 on page 82. 
	Directors 
	BiographiesoftheDirectorscurrentlyservingontheBoardare setoutonpages 26and27. 
	ChangestotheBoardduringtheyear are setoutinthe CorporateGovernance Report onpage32. DetailsofDirectors’ servicecontracts are setoutintheDirectors’Remuneration Report onpages44 and45. 
	In accordance with the requirements of the UK Corporate GovernanceCode allDirectors, withthe exception ofLord Hodgson,will offerthemselvesforelectionorre-election atthe AGMon21January2014.LordHodgsonhas confirmedthat, followingthe appointment ofthe newChairman,he willretire from the Board following the2014 AGM and so will not standfor re-election. 
	Insurance and indemnities 
	TheCompany maintainsDirectors’ andOfficers’Liability Insurance in respect of legal action that might be broughtagainst itsDirectorsandOfficers.Inaccordance withtheCompany’s ArticlesofAssociationandtotheextentpermittedbylaw,the Companyhasindemnifiedeachofits DirectorsandotherOfficers ofthe Group againstcertain liabilitiesthatmay beincurredas a resultoftheirposition withintheGroup.There are noindemnities inplaceforthebenefitoftheAuditors. 
	EmployeeInformation 
	The average number ofemployees withintheGroupis shownin note 5 to the financialstatements on page74. 

	careerdevelopmentandpromotion opportunities are available to allemployees irrespectiveof gender, race, age ordisability. 
	opportunitieswithin the Group.We also ensure thattraining, 

	Fulldetailsofarrangementsrelatingtoemployeesaredescribed intheCorporateSocial Responsibilityreportonpages18to23. 
	Politicaldonations 
	Ourpolicyis notto make anydonationsforpoliticalpurposes intheUKortodonatetoEUpolitical partiesor incurEU political expenditure. 
	Financialinstruments 
	Thedisclosuresrequiredinrelationtotheuseoffinancialinstruments bythe Companytogetherwith detailson ourtreasurypolicyand managementaresetoutinnote20tothefinancialstatementson pages84to 87. 
	Auditors 
	PricewaterhouseCoopersLLP haveindicatedtheir willingness to continue as Auditors andtheir reappointmenthas been approved bythe AuditCommittee.Resolutionsto reappointthem and to authorise the Directorsto determine theirremuneration willbe proposed atthe 2014 AGM. 
	Goingconcern 
	TheGroup’sbusiness activities,together withthefactorslikelyto affectitsfuture development,performance and position are set outinthe StrategicReport.The financial position ofthe Group is described on pages16 to 17.In addition,note20tothefinancial statements onpages 84to87includes theGroup’s objectives, policies and processesfor managing its exposurestointerest rate risk,foreigncurrencyrisk, counterparty risk,creditrisk and liquidityrisk.DetailsoftheGroup’sfinancial instrumentsand hedging activities are also 
	TheBoardhas areasonable expectationthattheGroupandthe Companyhave adequate resourcesto continuein operational existencefortheforeseeablefuture.Accordingly,the financial statementsset out onpages 59 to 96 and98to105 havebeen prepared on thegoingconcern basis. 
	Events afterthebalance sheetdate 
	Fulldetailsofsignificanteventssincethebalancesheetdatecanbe found in note 35 of the financial statements on page 96. 
	AnnualGeneralMeeting 
	TheAGMoftheCompany willbeheldatWolverhampton Racecourse,DunstallPark,Wolverhampton,WV60PEat12noon on 21January2014.The noticeconveningthe meeting,together withdetails ofthespecialbusinesstobe consideredand explanatorynotesforeach resolution,isdistributedseparatelyto shareholders.Itisalsoavailableat , where a copy canbeviewedand downloaded. 
	www.marstons.co.uk
	www.marstons.co.uk


	Byorderofthe Board 
	Governance 
	Governance 

	Figure
	Apartfromensuringthatanindividualhasthe abilitytocarryouta Anne-MarieBrennan particularrole,wedonotdiscriminate in anyway.Weendeavour CompanySecretary toretainemployeesif theybecome disabled, makingreasonable 28 November2013 adjustmentsto theirrole and,ifnecessary,lookfor redeployment 
	Marston’s PLC Annual Report and Accounts 2013 29 
	Marston’s PLC Annual Report and Accounts 2013 29 


	CORPORATE GOVERNANCE REPORT 
	CORPORATE GOVERNANCE REPORT 
	CHAIRMAN’S MESSAGE ON CORPORATE GOVERNANCE 
	CHAIRMAN’S MESSAGE ON CORPORATE GOVERNANCE 
	Figure
	DearShareholder 
	Having recently been appointed as Chairman I can see that we as a Board, and a Company, take corporate governance very seriously, and consider that good conduct is the basis of good performance. The Board sets the tone for the rest of the Company. 
	Developing the skills of colleagues and providing opportunities for career advancement is central to our thinking. The Board also strives to improve its own performance. The Board evaluation is a key component of this and the assessments and outputs from this year’s externally facilitated evaluation will further the development of the Board and improvements to performance. 
	Lord Hodgson has announced his intention to retire from the Board following the AGM and, on behalf of the Board, I would like to thank him for his contribution during the last 11 years, particularly as Chairman of the Remuneration Committee and as the Senior Independent Director. Neil Goulden will take up the role of Senior Independent Director and Chairman of the Remuneration Committee. Neil will remain a member of the Audit Committee but Nick Backhouse will be appointed as Chairman of that Committee. Both
	In this report we provide an overview of our corporate governance practices, describing how the main principles of the UK Corporate Governance Code are applied throughout the year. Information about the Board, its members and committees, and an overview of the Company’s internal controls are all explained. 
	Roger Devlin 
	Chairman 28 November 2013 
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	CorporateGovernanceStatement 
	CorporateGovernanceStatement 
	The Board considers it has fully complied with the main principles of the UK Corporate Governance Code (the “Code”) and its application is described here following the sections as set out in the Code. 
	A.LEADERSHIP 
	Roleofthe Board 
	The Board is collectively responsible to shareholders for the longterm success of the Company. The Board has met ten times this year, allowing it to effectively monitor the Company’s progress against its strategic aims and within the risk management framework. A schedule of matters specifically reserved for the Board’s decision is in place and can be summarised as follows: 
	-

	• 
	• 
	• 
	Strategy, management and budget matters. 

	• 
	• 
	Capital structure, dividend policy and financial controls. 


	Rolesandresponsibilities 

	• 
	• 
	• 
	Public and shareholder announcements. 

	• 
	• 
	Internal controls and the identification, monitoring and management of risk. 

	• 
	• 
	Major capital expenditure, asset acquisitions and disposals. 

	• 
	• 
	Board and Committee membership and corporate governance arrangements. 

	• 
	• 
	Remuneration of Directors and senior management. 

	• 
	• 
	Policies, including ethics, health and safety, environmental, charitable and corporate social responsibility. 


	Roles andresponsibilities 
	There is a clear division of responsibility between the roles of the Chairman and the Chief Executive Officer (CEO) which are set out in writing and agreed by the Board. The table below details the individual roles and responsibilities and also highlights the specific duties of our Senior Independent Director and Company Secretary: 
	Governance 
	Governance 

	Role ofthe Chairman Role ofthe ChiefExecutive Officer 
	Roger Devlin is responsible for: Ralph Findlay is responsible for: 
	• 
	• 
	• 
	Ensuring each Non-executive Director makes an effective • The performance of the Company in line with the strategies contribution to the Board through debate and discussion with and objectives established by the Board and under powers the Executive Directors. delegated by the Board. 

	• 
	• 
	The effective operation, leadership and governance of the • Ensuring the Board is supplied with information relevant to its Board. strategic role. 

	• 
	• 
	Ensuring effectiveness of the Board. • Leading the Executive Directors and senior management in 

	• 
	• 
	Setting the agenda, style and tone of Board discussions with a dealing with the operational requirements of the business. particular focus on strategic matters. • Providing clear and visible leadership in business conduct. 

	• 
	• 
	• 
	Ensuring the Directors receive accurate, timely and clear information. 



	Role ofthe Senior IndependentDirector Role ofthe Company Secretary 
	Lord Hodgson is responsible for: Anne-Marie Brennan is responsible for: 
	• 
	• 
	• 
	• 
	Being available to shareholders if they have concerns which • Under the direction of the Chairman, ensuring effective contact through the normal channels of Chairman, CEO or information channels within the Board and its Committees, other Executive Directors has failed to resolve or for which and between senior management and Non-executive such contact is inappropriate. Directors, as well as facilitating induction activities for 

	Directors and assisting with their development as required. 
	Directors and assisting with their development as required. 


	• 
	• 
	Acting as a ‘sounding board’ for the Chairman and as an intermediary for the other Directors. • Advising the Board, through the Chairman, on all governance 

	• 
	• 
	Leading the Non-executive Directors in their annual matters. assessment of the Chairman’s performance. • Administering the procedure under which Directors can, 

	• 
	• 
	If necessary, leading discussions on the appointment of a where appropriate, obtain independent professional advicenew Chairman. 


	at the Company’s expense. 
	at the Company’s expense. 
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	CONTINUED 
	CONTINUED 
	CORPORATE GOVERNANCE REPORT 

	Non-executive Directors 
	TheChairman, who wasindependenton appointment, will meet withtheNon-executive Directorsatleastannually without the Executive Directors being present. 
	TheNon-executiveDirectors are encouragedtoconstructively challengeproposals onstrategy,contributingtothedevelopment ofthe strategyin the long-term. The Chairman is responsiblefor settingthe correctenvironmentandatmospheretoallowthis to takeplace, particularly through his experiencedchairmanship of meetings andcontrolofagendas. 
	BoardandCommittee meetingattendance 
	WehaveestablishedCommitteesoftheBoardtodealwithspecific issuesundertheCode,eachwithitsowntermsofreferencewhich are regularlyreviewed and updated.Furtherinformation on each of these Committees can be found on pages34 to 53.The table below shows eachDirector’s attendancethroughouttheyear: 
	Name 
	Name 
	Name 
	Board 
	Nomination 
	Audit Remuneration 

	Andrew Andrea NickBackhouse 
	Andrew Andrea NickBackhouse 
	10/10 8/10 
	– 3/4 
	– 3/4 
	– – 

	RosalindCuschieri 
	RosalindCuschieri 
	10/10 
	4/4 
	4/4 
	4/4 

	Peter Dalzell 
	Peter Dalzell 
	10/10 
	– 
	– 
	– 

	Roger Devlin1 
	Roger Devlin1 
	1/1 
	1/1 
	– 
	– 

	RalphFindlay 
	RalphFindlay 
	10/10 
	4/4 
	– 
	– 

	NeilGoulden 
	NeilGoulden 
	10/10 
	4/4 
	4/4 
	4/4 

	Robin Hodgson 
	Robin Hodgson 
	10/10 
	4/4 
	4/4 
	4/4 

	Robin Rowland 
	Robin Rowland 
	10/10 
	4/4 
	– 
	4/4 

	DavidThompson2 
	DavidThompson2 
	9/9 
	3/3 
	– 
	– 


	1 RogerDevlin was appointed to the Board on1 September 2013. 2 David Thompson stepped down fromthe Board on 31 August2013. 
	B.EFFECTIVENESS Boardcomposition 
	As atthedate ofthis report, ourBoardconsists ofnineDirectors. Inadditionto the Chairman,RogerDevlin,there are five Non-executiveDirectors and threeExecutiveDirectors.Following DavidThompson’sindicationthatheintendedto stepdownfrom the Board a sub-committeeoftheBoard,ledbyLordHodgson, appointedthe externalagencyKORN/FERRY Whitehead Mann whoidentifieda suitable shortlistofcandidatesforthe Nomination Committee’s consideration. Roger Devlin was appointedas Chairman oftheBoardon1September2013. Roger’s extensive 
	PeterDalzell wasappointedtothe Boardon3October2012 as anExecutive Director. 
	Lord Hodgson hasconfirmedhe willretire fromthe Board following the2014 AGM. Neil Goulden willassumetheroleof SeniorIndependentDirectorandChairman oftheRemuneration Committeefromthatdate. Neil’s extensiveexperience across a widerangeofrolesandhismembershipoftheLowPay Commission willprovide a unique sense ofperspectivetothe RemunerationCommittee. 
	NickBackhouse willbeappointedas ChairmanoftheAudit CommitteeinplaceofNeil. Nickisa CharteredAccountant and his extensivefinancial experiencemeansheisideallyplacedto chairtheAuditCommittee. 
	We considerall of ourNon-executive Directorsto beindependent and the following chartportraysthe balance ofthe Board asat the date of this report: 
	BalanceofExecutive andNon-executive Directors 
	11% 
	11% 
	Figure

	33% 

	56% 
	n
	n
	n
	n
	n

	Chairman 

	n
	n
	n

	ExecutiveDirectors 

	n
	n
	n

	Non-executiveDirectors 



	Commitment 
	Significant commitments oftheDirectorsheld outside of Marston’s aredisclosedpriorto appointmentandon an ongoing basiswhere there are any changes.Actualand potentialconflicts ofinterestareregularly reviewed.The ArticlesofAssociation allowthe Board to authorise potentialconflicts of interest andto imposeanylimitsorconditionsitseesfit.All ofourDirectorsare requiredto allocate sufficienttimetotheCompanytodischarge their responsibilities effectively and this is reviewed aspartofthe annual evaluation process. 
	TheformerChairman,DavidThompson,is aDirectorofRagleth Limited,the controlling shareholder ofAngliaMaltings(Holdings) Limited and a supplierto theCompany.Allcontractsare concludedonordinarycommercial termswithoutDavid Thompsonbeingpresentincontractnegotiations orintheevent of anyconsiderationofthesebytheBoard.TheformerChairman hasnocontrollinginterestin RaglethLimited andconsequently the transactionsbetween the Companyand RaglethLimited are notrelated partytransactions asdefinedbyInternationalFinancial Repor
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	Evaluation 
	Evaluation 
	The Code recommends that an evaluation of the effectiveness of the Board and its Committees is conducted annually and that this process is externally facilitated at least every third year. This year the evaluation process was externally facilitated, having last been carried out this way in 2010/11. 
	The evaluation, conducted by Equity Communications Limited, involved a questionnaire designed to assess current Board processes and procedures, its composition, allocation of priorities and management of risk with the aim of assisting the new Chairman in framing the future focus of the Board. The review of the Committees focused on their performance throughout the year, whether the agendas covered their remits and the effectiveness of their communications with the full Board. 
	A report was prepared for the Board on its effectiveness and that of its Committees. The report concluded Marston’s Board is sound, well-rounded and highly functional and that the Board and its Committees continued to operate effectively. The atmosphere is collegiate but appropriately challenging and there are no significant areas of concern. Whilst the report highlighted the quality of information provided to the Board, we have adopted the recommendation to review the format in which papers are delivered. 
	• 
	• 
	• 
	balance between monitoring past performance and considering the future of the business; 

	• 
	• 
	focus on the execution of strategy; and 

	• 
	• 
	consideration of succession planning, recruitment and culture. 


	The Board is of the opinion, supported by the Nomination Committee, that each Director continues to make an effective and valuable contribution and demonstrates commitment to his or her role. 
	Training anddevelopment 
	The Chairman will take on the responsibility for ensuring that Directors continually update their skills, knowledge and familiarity with the Company. The Chairman will conduct development reviews with each Director and, where necessary, the Company will provide resources to meet development requirements for individual Directors. 
	All Directors receive a tailored induction programme on joining the Board. 

	During the year the Board held three meetings at sites other than at Head Office in Wolverhampton, visited a number of its managed pubs and met with local management to further its understanding of operational matters. Individually, the Non-executive Directors spent time with senior managers visiting managed and tenanted pubs and our regional breweries. There are regular opportunities for the Directors to meet with senior management in the pubs and breweries to maintain and deepen their understanding of our
	Information and support 
	The Chairman agrees the agenda for each meeting in conjunction with the CEO and Company Secretary. Board and Committee members are supplied with briefings on substantive issues in advance of meetings and there is a regular timetable of matters for consideration during the year. Board papers are circulated at least seven days prior to each Board or Committee meeting to ensure that Directors have sufficient time to review them before the meeting. Regular reports cover the Company’s financial position, risk ma
	The Company Secretary advises the Board, through the Chairman, on all governance matters. All Directors have access to her advice and services. If necessary, Directors may seek independent professional advice at the Company’s expense in the performance of their duties. 
	Election and re-election 
	Shareholders will consider the election of Roger Devlin at the AGM and he will be subject to annual re-election thereafter. All other Directors offer themselves for re-election at each AGM. Details of each Director serving on the Board at the date of this Report are set out on pages 26 to 27 and, with the exception of Lord Hodgson, shall be set out to shareholders in the papers accompanying the election and re-election resolutions for the AGM. 
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	NOMINATION COMMITTEE 
	MESSAGE FROM THE CHAIRMAN OF THE NOMINATION COMMITTEE 
	MESSAGE FROM THE CHAIRMAN OF THE NOMINATION COMMITTEE 
	Figure
	DearShareholder 
	Following my appointment as Chairman of the Company and Nomination Committee in September 2013, the initial focus of the Committee will be the further development of the long-term succession plans for the Board. The assessments and outputs from the recent externally facilitated Board evaluation will also inform a review of the composition and structure of the Board and its Committees to ensure that they best service the needs of the Company and its shareholders. 
	Roger Devlin 
	Chairman of the Nomination Committee 
	Membership Responsibilities 
	Roger Devlin (from 1 September 2013) • Ensure the Board and its Committees have the right balance David Thompson (until 31 August 2013) of skills, knowledge and experience. Nick Backhouse • To plan for the orderly succession of Directors to the Board Rosalind Cuschieri and other senior executives. Ralph Findlay • To identify and nominate suitable candidates for Executive Neil Goulden and Non-executive Director vacancies having regard to, Lord Hodgson amongst other factors, the benefits of diversity, includi
	Attendees: Termsofreference: 
	Other Executive Directors, senior management and external Full terms of reference of the Committee can be found in the advisers may be invited to attend meetings. Investors section of the Company’s website. 
	Activities 
	The Nomination Committee met four times during the year, specifically to consider the recruitment and appointment of a new Chairman and to consider and appoint Richard Westwood as the new Managing Director of Marston’s Beer Company. 
	The Committee also considered the membership of the Board and each of its Committees and, using the output from the Board evaluation, is actively reviewing the long-term succession planning process for Non-executive Directors to ensure the structure, size and composition of the Board and its Committees continues to be effective, thus ensuring appropriate levels of corporate governance and best practice. 
	The effectiveness of the Committee was considered as part of the wider Board evaluation process. The Board concluded that it is satisfied that the Committee continues to perform its duties in accordance with its terms of reference. 
	Finally, the Committee considered the effectiveness and commitment of each Director standing for election or re-election at the 2014 AGM and, having concluded that their performance continues to be effective, recommends the election or re-election of each Director to its shareholders. 
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	DiversityPolicy 
	DiversityPolicy 
	The way we manage our pubs, breweries and brands reflects the preferences of many different consumer and customer types; it is therefore vital that our management of the business has appropriate regard for diversity when making decisions. 
	At Marston’s, we consider that diversity includes (but is not limited to) personal attributes and characteristics, gender, ethnicity, age, disability and religious belief. Our aim is to promote equality, respect and understanding, and to avoid discrimination. 
	On the Board, succession planning is informed by guidance provided by the Financial Reporting Council (FRC) and the Department for Business, Innovation & Skills (BIS) on both Board Effectiveness and Gender Diversity, and recruitment to the Board recognises the benefits of diversity. When recruiting, we require that executive search firms used have signed up to their industry’s Voluntary Code of Conduct (prepared in response to the Davies Review of Women on Boards). We do not have a specific target for numbe
	The Board, through the CEO, takes overall responsibility for diversity and equality below Board level. We have a code of behaviour which is communicated throughout Marston’s: to behave Fairly, with Integrity, and Transparency. We have a Whistleblowing Policy intended to ensure that concerns can be raised without adverse effect on the reportee’s career and development at Marston’s. Further details of Marston’s approach responsibility/caringforouremployees 
	to diversity can be found on the website www.marstons.co.uk/ 

	C. ACCOUNTABILITY 
	Fair, balanced and understandable assessment 
	In relation to compliance with the Code, the Board has given consideration to whether the Annual Report and Accounts, taken as a whole, is fair, balanced and understandable. The preparation of this document is coordinated by the Finance and Company Secretariat teams with Group-wide support and input from other areas of the business. Comprehensive reviews are undertaken at regular intervals throughout the process by senior management and other contributing personnel within the Group. 
	Internal controls 
	The Board is responsible for the Company’s systems of internal control and risk management. The Executive Directors are responsible for the implementation of internal control and risk management systems, which are designed to manage rather than eliminate risk. By their nature, such systems provide only a reasonable and not absolute defence against material errors, losses, fraud or breaches of the law. 

	Controlenvironment 
	The key features of the internal control system are: 
	• 
	• 
	• 
	A clearly defined management structure operating within a framework of policies and procedures covering authority levels, responsibilities and accountabilities. 

	• 
	• 
	A detailed formal budgeting process for all Group activities, with the annual Group budget and projections for future years being formally approved by the Board. 

	• 
	• 
	Established procedures for planning, approving and monitoring capital expenditure and major projects. 

	• 
	• 
	Board approval is needed for all major investment, divestment and strategic plans and programmes. 

	• 
	• 
	At each meeting the Board reviews financial and non-financial progress towards the Company’s goals. 

	• 
	• 
	An internal audit function that scrutinises internal controls and conducts audits on controls associated with key risks of the business, and which recommends improvements. 


	Risk management system 
	There is an ongoing process for identifying, evaluating and managing the significant risks faced by the Group. The Board reviews the risks annually and the senior management team identify and regularly review the top risks with their management teams and the Corporate Risk Director. These reviews cover strategic, financial, operational and compliance risks. 
	Managers are required to identify key internal controls for each of the risks they are responsible for. The identified risks are classified and recorded in the Group’s risk register. 
	The internal audit strategy takes into account the key business risks of the Group and provides assurance to the Audit Committee on the effectiveness of the internal control environment in mitigating the risks to an acceptable level. The risk management programme provides vital information to ensure that the internal strategy provides sufficient coverage of the critical areas of internal control. 
	Compliance 
	In 2013 Marston’s set up a Compliance Committee chaired by the Corporate Risk Director, in order to monitor all areas of legal compliance across the Company. The Committee is responsible for maintaining a register of legislation appertaining to Marston’s activities, and seeking confirmation of compliance from management on a regular basis. Breaches in compliance will be reported by the Committee to the Board; in addition the Committee will report its operations biannually to the Board. The Committee meets q
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	AUDIT COMMITTEE 
	MESSAGE FROM THE CHAIRMAN OF THE AUDIT COMMITTEE 
	MESSAGE FROM THE CHAIRMAN OF THE AUDIT COMMITTEE 
	Figure
	DearShareholder 
	Each member of the Committee, all independent Non-executive Directors, contributes their own financial experience to effectively assess the external and internal audits of the Company and the internal control and risk management systems. 
	As indicated last year, the Committee has conducted a formal review of the external Audit, inviting a number of audit firms to tender for this work including one of the mid-tier firms outside of the ‘Big 4’. In assessing the tender proposals and presentations received, the Committee considered the ability of each firm to deliver a timely and efficient audit, relevant sector experience and knowledge of key audit issues, the wider services provided to the Company and the price. The Committee concluded that Pw
	NeilGoulden 
	Chairman of the Audit Committee 
	Membership Responsibilities 
	Neil Goulden 
	Nick Backhouse Rosalind Cuschieri Lord Hodgson 
	Attendees: 
	The Corporate Risk Director and external Auditors attend each meeting. Other individuals, such as the CEO, Chief Financial Officer (CFO), are usually invited to attend all or part of the Committee’s meetings. At least once a year, the external Auditors meet the Committee without any Executive Director present. 
	• 
	• 
	• 
	Reviewing the integrity of the Company’s financial statements including the Interim Results and the Annual Report and Accounts. 

	• 
	• 
	Reviewing the effectiveness of the internal controls and risk management system. 

	• 
	• 
	Reviewing the Company’s systems for detecting fraud, preventing bribery and allowing employees to raise concerns in a safe and confidential manner. 

	• 
	• 
	Reviewing the effectiveness of the Internal Audit function. 

	• 
	• 
	Overseeing the relationship with the external Auditors, specifically reviewing and approving their fees, the terms of engagement and their objectivity and independence on an annual basis. 


	Termsofreference: 
	Full terms of reference of the Committee can be found in the Investors section of the Company’s website. 
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	Auditors 
	Auditors 
	Inassessing the workof theexternal Auditors, the Committee founditself satisfied withthe scopeof their work, their effectiveness,tenderproposaland presentation andfee proposal andrecommendedtheirre-appointmenttothe Board.The external Auditorsconductan annualreviewoftheirindependence identifyingall servicesprovidedtotheGroupandassessing whetherthecontentandscaleofsuchworkisathreattotheir independence.Theauditpartneris changedatleastonce every fiveyears anda newpartner was appointedduringthis period.The new p
	TheCommitteeacceptsthatsomenon-auditworkismost appropriatelyundertaken bythe Auditors.Where such workis expected to be in excessof a specified amount,the Chairman ofthe AuditCommitteemustapprovethework. Belowthatamount,the CFOhasauthority to approve such work oncehe is satisfied that the Auditorsarethemostappropriateproviders.TheGrouphasused otheraccounting firmsforsome non-auditwork.Ineachcase, considerationwas giventotheneedforvalueformoney,experience and objectivityrequired in the particularcircumstances
	Activities 
	Duringtheyearthe Committeemetfourtimestoconsiderand reviewthe riskstotheGroup,theinternalcontrolandrisk managementsystems,to assessthe annualinternalauditplan and to reviewtheaudittender proposalsandpresentations received.TheCorporateRiskDirectorpresentedto each ofthe meetings.TheCommittee also consideredtheAnnualReportand withthe opportunityto reviewand challenge theintegrity ofthe Company’sfinancialreports,the externalAuditors attended each meeting.The externalAuditors alsopresentedtheir auditstrategy, fi
	Accounts andInterimResults.In ordertoprovidetheCommittee 

	In addition the Committee reviewed a number of standing items includingtheGroup’sWhistleblowingPolicy andarrangements thereunder, matters arising from internalaudits and compliance and legal developments. 
	Significantfinancialjudgements 
	Inrecommendingthe InterimResultsandAnnualReport and Accountstothe Boardforapproval,theCommitteereviewed the accountingfor anddisclosure of thefollowing matters: 
	• 
	• 
	• 
	Theannualvaluation ofproperties:theCommittee concluded that the carrying value of properties wasappropriateand endorsed management’sproposaltoincreasethe frequency offullexternalvaluationsfromeveryfivetothreeyears, supplementedby theinternal valuationprocess. 

	• 
	• 
	Theclassificationofexceptionalitemsincluding: 


	–Reorganisationcosts:theCommittee wascomfortablewith management’s assessmentthatthe costsidentified as a resultofthepub estate restructuring shouldbe recognised as exceptional. 
	– Following theCourt ofAppeal’sunanimousjudgementin October2013,againstTheRankGroupPlc,inrelationto the VAT treatment of gaming machine income and Marston’sownclaim inrespect ofthis matter,aprovision has been recognised inthe accounts asHMRevenue & 
	– Following theCourt ofAppeal’sunanimousjudgementin October2013,againstTheRankGroupPlc,inrelationto the VAT treatment of gaming machine income and Marston’sownclaim inrespect ofthis matter,aprovision has been recognised inthe accounts asHMRevenue & 
	Customs may seek repayment ofthe amountoriginallypaid plusinterest.TheCommittee agreed thatthisitemshould be classified as exceptional. 


	• 
	• 
	• 
	TheCommitteealsoassessedthequalityofearningsin assessing thecompletenessofexceptionalitems and consideredtherequirements forfurtherdisclosure. 

	• 
	• 
	Valuationoffinancialinstruments:theCommittee acknowledged thatthere continuesto be volatilityin the relativefair values ofthefinancialinstrumentsandconcluded that the valuation in the accounts,which is based on the counterparty calculations,represents anappropriateand consistentapproachwithprior years. 

	• 
	• 
	Other matters:theCommitteeconsideredandagreedthekey judgementsmadeinrelationtocorporate andindirecttax matters andthevaluation ofpension assets andliabilities. 


	D. REMUNERATION 
	Information on the Remuneration Committee, its membership and activitiesisgivenin theDirectors’Remuneration Reportonpages 38 to53.Aresolution to approve the Directors’Remuneration Policy willbeproposed atthe AGM and,if approved,willbe effectivefrom5October2014.TheReportalso comprises the AnnualReportonRemuneration andthisis subjectto an advisory vote attheAGM. 
	E. SHAREHOLDERRELATIONS 
	Engagement withour shareholdersis essentialto ensure a greaterunderstanding of and confidenceinthemediumand longer-term strategyof the Companyand in the Board’s abilityto oversee itsimplementation. 
	AninvestorrelationsprogrammeisinplacebetweentheExecutive Directorsandinstitutionalshareholders,fundmanagersandanalysts. TheCEOandCFOmeetwithPrivateClientFundManagersina numberoflocationsonaquarterlybasis.Matterssuchasstrategy, performance,managementand governance are discussed within the constraints ofinformationalready madepublicly available. 
	TheBoardconsidersitimportanttounderstandtheviewsof shareholders andissues which concernthem.Atleasttwiceeach year,itreceives writtenfeedback fromanalysts andinstitutional shareholders ontheirmeetings withExecutiveDirectors.Duringthe yeartheChairmanandSeniorIndependentDirectorwereavailable to meet with the Company’s major institutional investorswhoare also offered the opportunityto meetwith newlyappointed Directors. 
	TheCompanySecretaryoversees communication withprivate individual shareholdersonbehalfoftheBoard.TheAnnual Report andAccountsisthe principalmeans ofcommunicationand the Company’s websiteis animportant methodofcommunicationfor the majority of itsshareholders providingcomprehensiveshare priceinformation,resultspresentations,financialcalendars and announcements. 
	TheAGMisanopportunityfortheBoardto communicatewith all ofitsshareholders.Recenttrading performance and developmentsin the business arepresented priorto the formal businessofthe meeting.Shareholders are invitedto ask questions during the meeting,which isfollowed by anopportunity to meet with the Directors onan informalbasis. All of our Directorsattendandhavedialogue with ourshareholdersat our AGM.TheCompany will releasethe results of voting,including proxyvoteson each resolution,on itswebsite on the next bus
	www.marstons.co.uk/investors 
	www.marstons.co.uk/investors 
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	DIRECTORS’ REMUNERATION REPORT 
	DIRECTORS’ REMUNERATION REPORT 
	REMUNERATION COMMITTEE CHAIRMAN – ANNUAL STATEMENT 
	REMUNERATION COMMITTEE CHAIRMAN – ANNUAL STATEMENT 
	Figure
	DearShareholder 
	OnbehalfoftheBoard,IampleasedtopresenttheRemuneration Reportfortheperiodended5October2013, whichsetsoutthe remunerationpolicyfortheDirectors ofMarston’sandthe amounts earnedin respectoftheperiodended5October 2013.The Governmenthasintroducednewregulations whichimpactonthe presentationand disclosureofDirectors’remunerationandthe lay-outofthisreportreflectsthosenewregulations. 
	2012/13 key decisions andincentive pay-outs 
	TheRemunerationCommitteeremainscommittedtoaresponsible approach to executive pay,particularlygiven the continuing StrategicReport,Marston’searningsarebroadlyinlinewithlastyear and,asthe underlying premise ofa bonusscheme isto reward growth,no annual bonuswas earned bythe Executive Directorsin respectoftheperiodended5October 2013.Furthermore,EPS growth overthe three yearperformance period ending 5 October 2013 waslessthan RPI+3% and as a resultthe Long Term Incentive Plan (LTIP) awards granted in July 2010 l
	challenges oftheeconomic environment.As describedinthe 

	Base salaryincreasesfor ExecutiveDirectors were3%which wasinline withtherangeof salaryincreasesacrosstheGroup. 
	Proposedchangesin Executive Directorremunerationfor 2013/14 
	The currentLTIPwas adoptedbyshareholdersin2004and expiresin 2014.This hasprompted the RemunerationCommittee toreview theefficacyof theincentive arrangements which form partofthe Marston’sexecutive remunerationpolicy.Thisalso provided anopportunityfortheRemuneration Committee to ensure thatfuture arrangementsarefullyalignedto thestrategic direction ofthe Company, whilstdelivering genuine recognition of performance.The RemunerationCommitteedeterminedthatthe currentLTIPperformance measure(EPSgrowth)does notful
	Therefore, after extensive consultation with, andgoodsupport from, our major shareholders, shareholder approval for a new LTIPisbeing soughtatthe AGMand the Remuneration Committeeintendstoimplementthefollowing changestothe longtermincentive arrangementsfor2013/14: 
	• 
	• 
	• 
	Theperformance measuresfor awardsgranted underthe LTIPin 2013/14 willbe a combinationofReturn on Capital, FreeCashFlow, andrelative TotalShareholderReturn. The actualperformance measures and targetsforLTIPawardsto be granted in 2013/14 are setoutonpage 49. 

	• 
	• 
	The maximum award underthe newLTIPwillbeincreased from 100% of salary to 125%. The Remuneration Committee considersthata maximum awardof125%is appropriategiven the levelof stretch intheproposed targets, without encouraging excessive risk.In conjunction with the increase in maximum potential,theRemunerationCommitteeproposes that the amount that will vest at threshold is reduced from 35% to 25% of the maximum award. This means that, with a maximum opportunity of125%of salary, the threshold amount earned would

	• 
	• 
	TheRemunerationCommitteeis also consciousthat,duetoits age,the 2004 LTIPrulesdo notreflectbestpractice interms of governance and administrationofincentiveawards.The2014 LTIPtherefore includes updated provisionsto reflectcurrent bestpractice,including “clawback”provisions and treatmentof leavers.Asummaryofthekeytermsoftheproposed2014 LTIPrulesissetoutin thenotice oftheAGM. 


	TheRemunerationCommitteeisnotproposinganychangesin respectoftheannualbonusfor 2013/14andother benefits, includingpensionprovision, will be maintainedatexistinglevels (otherthananincreaseintotalpensioncontributionandsalary supplementfrom15%to20%ofsalary forAndrewAndrea which tookeffect from October 2012following areviewof market rates andthisrate willapplyforExecutiveDirectors’appointmentsin the future). 
	TheRemunerationCommitteebelievesthesechanges areinthe ourshareholdersonexecutive pay andourhistoryshould demonstrate clearlythatthe Remuneration Committee approaches such issues with caution and sensitivity. 
	bestinterestsofthe Company.We recognisethe expectations of 

	Figure
	LordHodgson 
	ChairmanoftheRemuneration Committee 
	Note This Report has been prepared on behalf of the Board and has been approved by the Board. The Report complies with the Large and Medium Sized Companies and Groups(Accounts and Reports)(Amendment)Regulations 2013,the 2012 UK Corporate Governance Code (theCode) andtheFinancialConduct Authority Listing Rules. 
	To reflect the requirements of the revised remuneration reporting regulations this Report is presented in two sections: 
	• 
	• 
	• 
	The Directors’ Remuneration Policysets outthe forward-looking remunerationpolicy; 

	• 
	• 
	The Annual Report on Remuneration provides details on the amounts earned in respect oftheperiod andhowthepolicywill beoperatedfortheperiod commencing 6 October 2013. 


	The final additional information section at the end of this Report includes disclosures requiredbytheUKLAListingRules9.8.6 and9.8.8.For futureperiodsthese requirementswill be removedbutfortheperiodended5October 2013Marston’sis requiredto provide information under both the revised remuneration reporting regulations andtheListingRules. 
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	DIRECTORS’REMUNERATION POLICY 
	DIRECTORS’REMUNERATION POLICY 

	This part of the report sets out the Company’s Directors’ remuneration policy which will be subject to a binding vote at the 2014 AGM and take effect from 5 October 2014. The policy is determined by the Company’s Remuneration Committee (“the Committee”). 
	BaseSalary 
	BaseSalary 

	Purpose andlink Core element of fixed remuneration, reflecting the size and scope of the role. tostrategy Purpose is to recruit and retain Directors of the calibre required for the business. 
	Operation Reviewed annually and usually fixed for 12 months commencing 1 October. 
	Whilst Executive Directors are contractually entitled to an annual review of their salary, there is no entitlement to an increase as a result of this review. Salary levels are determined by the Committee taking into account a range of factors including: 
	• 
	• 
	• 
	• 
	role, experience and performance; 

	• 
	• 
	alignment with workforce; 

	• 
	• 
	prevailing market conditions; and 


	• 
	• 
	external benchmarks for similar roles at comparable companies. 


	Opportunity Salary increases are reviewed in the context of salary increases across the wider Group. The Committee considers any increase which is out of line with these very carefully and such increases may be awarded where there is a reason to do so taking into account relevant factors. These circumstances may include but are not limited to: 
	• 
	• 
	• 
	• 
	increase in scope and responsibility; 

	• 
	• 
	promotional increase to Executive Director; or 


	• 
	• 
	a salary falling significantly below market positioning. 


	Performance Not applicable, although the individual’s contribution and overall performance is one of the considerations in metrics determining the level of any salary increase. 
	Benefits 
	Benefits 

	Purpose and Ensures the overall package is competitive. link to strategy Purpose is to recruit, and retain Directors of the calibre required for the business. 
	Participation in the Save as You Earn scheme (SAYE) creates staff alignment with the Group and promotes a sense of ownership. 
	Operation Executive Directors receive benefits in line with market practice which include a car allowance, private medical insurance and life assurance. 
	The SAYE is a HMRC approved monthly savings scheme facilitating the purchase of shares at a discount. Other benefits may be provided based on the role and individual circumstances. These may include, for example, relocation and travel allowances. 
	Opportunity Set at a level which the Committee considers appropriate against the market and provides a sufficient level of benefit based on individual circumstances. 
	SAYE contribution as permitted in accordance with the relevant tax legislation. 
	Performance Not applicable. metrics 
	Performance Not applicable. metrics 
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	Annualbonusanddeferredbonusplan 
	Purpose andlink Rewards performance against annual targets which support the strategic direction of the Company. 
	tostrategy Compulsory deferral into shares aligns Executive Directors with shareholder interests and provides a retention element. 
	Operation Targets are set annually and any pay-out is determined by the Committee after the period end, based on performance against those targets. The Committee has discretion to vary the bonus pay-out should any formulaic output not reflect the Committee’s assessment of overall business performance. 
	Any bonus earned in excess of 40% of the maximum award is usually payable in shares in the Company which will be deferred for a period of three years. Executive Directors can opt to defer a greater proportion if they wish. Deferral of any bonus earned is subject to a de minimis limit of £5,000. 
	A claw-back (malus) provision gives the Remuneration Committee the right to cancel unvested shares if an act or omission of the participant contributes to a material misstatement of the Group’s financial statements or results in material loss or reputational damage for the Company. 
	As with all Company bonuses, they remain discretionary and can be adjusted or removed at the Company’s discretion. In the case of Executive Directors this discretion lies with the Remuneration Committee. 
	Opportunity Maximum bonus opportunity is 100% of base salary. 
	Performance Financial targets are set each year reflecting the business priorities that underpin Group strategy and align to metrics financial key performance indicators which may include Group profit and Return on Capital measures. 
	At least 50% of the award will be based on Group profit. 
	Payments range between 0% and 100% of base salary with 50% of the maximum entitlement for each measure payable for on-target performance. For achievement of the maximum performance level (the highest level of performance that results in any 
	additional payment) 100% of the maximum opportunity will vest. 
	There is usually straight-line vesting between the threshold and target performance levels and between target and maximum performance levels. The Committee has the discretion to vary the vesting schedules by reducing the percentage that vests at each 
	performance level but not by increasing the percentage that vests. 
	Long termincentiveplan(LTIP) 
	Purpose andlink Incentivises Executive Directors to deliver against the Company’s strategy over the longer term. 
	to strategy Long term performance targets and share-based remuneration support the creation of sustainable shareholder value. 
	Operation The Committee intends to make long term incentive awards under the new LTIP which will be put to shareholders 
	for approval at the 2014 AGM. Under the new LTIP, awards of conditional shares, restricted stock or nil cost options (or similar cash equivalent) can be made with vesting dependent on the achievement of performance conditions, normally over a three year performance period. 
	Awards may vest early on a change of control (or other relevant event) subject to satisfaction of the performance conditions and pro-rating for time, although the Remuneration Committee has discretion to increase the extent of vesting having due regard to performance over the period to vesting. 
	As described on page 45, LTIP awards may also vest early in “good leaver” circumstances. Under the new LTIP the Remuneration Committee has the right to reduce any LTIP awards which have not yet vested (i.e. a malus provision) if an act or omission contributes to a material misstatement of the Group’s financial statements or results in material loss or reputational damage for the Company. 
	The Committee may at its discretion structure awards as Approved Performance Share Plan (APSP) awards. APSP awards enable the participant and company to benefit from HMRC approved option tax treatment in respect of part of the award, without increasing the pre-tax value delivered to participants. APSP awards may be structured either as an approved option for the part of the award up to the HMRC limit (currently £30,000) with an unapproved option for the balance and a “linked award” to fund the exercise pric
	Marston’s PLC Annual Report and Accounts 2013 
	40 

	Long termincentiveplan(LTIP) continued 
	Long termincentiveplan(LTIP) continued 

	Opportunity The normal maximum award size will be 125% of base salary in respect of any financial year. 
	In exceptional circumstances the Remuneration Committee reserves the right to award up to 200% of base salary in respect of any financial year. These limits do not include the value of shares subject to any approved option granted as part of an APSP 
	award. 
	award. 

	Performance The vesting of LTIP awards is subject to the satisfaction of performance targets set by the Remuneration metrics Committee. 
	The performance measures are reviewed regularly to ensure they remain relevant but will be based on financial measures and/or share price growth related measures, including (but not exclusively): 
	• 
	• 
	• 
	• 
	free cash flow; 

	• 
	• 
	return on capital employed; and 


	• 
	• 
	relative total shareholder return. The relevant metrics and the respective weightings may vary each year based upon Company strategic priorities. For 2014, the performance measures and weightings will be: 

	• 
	• 
	• 
	40% free cash flow; 

	• 
	• 
	40% return on capital employed; and 

	• 
	• 
	20% relative total shareholder return. 



	For the achievement of threshold performance no more than 25% of each respective element of the award will vest. For the achievement of maximum performance 100% of each respective element will vest. There will be straight-line vesting between threshold and maximum performance. 
	The Committee will regularly review the performance conditions and targets to ensure they are aligned to 
	Marston’s strategy and remain challenging and reflective of commercial expectations. The Committee has the discretion to vary the vesting schedules by reducing the percentage that vests at each performance level but not by increasing the percentage that vests. 
	Retirementbenefits 
	Retirementbenefits 

	Purpose andlink To recruit and retain Directors of the calibre required for the business. tostrategy Provides market competitive post-employment (or cash equivalent) benefits. 
	Operation Executive Directors are eligible to participate in the defined contribution pension scheme (or such other pension plan as may be deemed appropriate) and, if a member before closure of the scheme, the defined benefit scheme. 
	The defined benefit scheme was closed to new entrants from 29 September 1997. Executive Directors who are 
	members of the closed scheme can continue to receive benefits in accordance with the terms of this scheme. In appropriate circumstances, Executive Directors may take a salary supplement instead of contributions into a pension plan. 
	Opportunity Ralph Findlay, who was previously a member of the defined benefit scheme has opted to no longer accrue future 
	benefits and instead receives 25% of base salary as a salary supplement in lieu of pension contributions. All the other Executive Directors (including any new appointments) may receive contributions of up to 20% of base salary under the defined contribution pension scheme, an equivalent cash allowance or a combination of the two (up to 20% of base salary). 
	Active members of the defined benefit pension scheme continue to accrue benefits under this scheme. 
	Performance Not applicable. metrics 
	Performance Not applicable. metrics 
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	Non-executiveDirectorfees 
	Purpose and link Sole element of Non-executive Director remuneration set at a level that reflects market conditions and is sufficient to strategy to attract individuals with appropriate knowledge and experience. 
	Operation Fees are reviewed every two years and amended to reflect market positioning and any change in responsibilities. 
	The Committee recommends the remuneration of the Chairman to the Board. Fees paid to Non-executive 
	Directors are determined and approved by the Board as a whole. 
	The Non-executive Directors do not participate in the annual bonus plan, any of the Group’s share incentive 
	plans nor do they receive any benefits or pension contributions. 
	Opportunity Fees are based on the level of fees paid to Non-executive Directors serving on Boards of similar-sized UK-listed 
	companies and the time commitment and contribution expected for the role. 
	Non-executive Directors receive a basic fee and an additional fee for further duties (for example chairmanship of a 
	committee or senior independent director responsibilities). 
	Performance Not applicable. metrics 
	The Remuneration Committee reserves the right to make any remuneration payments and payments for loss of office notwithstanding that they are not in line with the Policy set out above where the terms of the payment were agreed: 
	(i) 
	(i) 
	(i) 
	before the Policy came into effect; or 

	(ii) 
	(ii) 
	at a time when the relevant individual was not a Director of the Company and, in the opinion of the Remuneration Committee, the payment was not in consideration for the individual becoming a Director of the Company. 


	For these purposes the term payments includes the Remuneration Committee satisfying awards of variable remuneration and, in relation to an award over shares, the terms of the payment are agreed at the time the award is granted. For the avoidance of doubt, the Remuneration Committee’s discretion includes discretion to determine, in accordance with the rules of the current LTIP, the extent to which awards under that plan may vest in the event of a change of control or in a ‘good leaver’ circumstance. 
	The Committee may make minor changes to this Policy, which do not have a material advantage to Directors, to aid in its operation or implementation taking into account the interests of shareholders but without the need to seek shareholder approval. 
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	Explanation ofperformance metrics chosen 
	Explanation ofperformance metrics chosen 

	Performance measures are selected that are aligned to the Company’s strategy. Stretching performance targets are set each year for the annual bonus and long term incentive awards. In setting these stretching performance targets the Committee will take into account a number of different reference points which may include the Company’s business plans and strategy and the market environment. Where relative total shareholder return is used there will be no payment for performance below median (compared to the c
	The annual bonus performance targets reflect key financial objectives of the Company and reward for delivery against these. 
	The LTIP performance targets reflect the Company’s strategic objectives and therefore the financial and strategic decisions which ultimately determine the success of the Company. The LTIP performance measures will be based on financial measures and/or share price growth related measures, including (but not exclusively): 
	• 
	• 
	• 
	Cash Return On Cash Capital Employed – this is a key driver of shareholder value and reflects Marston’s investment/disposal plans and the Balance Sheet. 

	• 
	• 
	Free Cash Flow – this reflects the operating cash flow of the business after tax and interest which is available to return to shareholders as dividends; to reinvest to increase returns; or to pay down debt. 

	• 
	• 
	Relative Total Shareholder Return – aligns management’s objectives with those of shareholders and is a broad measure of the extent to which Company strategy is considered appropriate by the market as well as the extent to which it is being well implemented. 


	The Remuneration Committee retains the discretion to adjust the performance targets and measures where it considers it appropriate to do so (for example, to reflect changes in the structure of the business and to assess performance on a fair and consistent basis from year to year). 
	Illustrationof applicationofRemunerationPolicy 
	Illustrationof applicationofRemunerationPolicy 

	The charts below show the relative split of remuneration between fixed pay (base salary, benefits and pension) and variable pay (annual bonus, deferred bonus plan (DBP) and LTIP) for each Executive Director on the basis of minimum remuneration, remuneration receivable for performance in line with the Company’s expectations and maximum remuneration (not allowing for any share price appreciation). 
	RalphFindlay AndrewAndrea PeterDalzell 
	£2,000 ■ LTIP nAnnualbonus nFixedpay £1,500 £1,108 £1,000 36% £653 15% 28%£500 24%Total Remuneration(£000s) Total Remuneration(£000s) Total Remuneration(£000s) £395 61% 36%100% £0 £2,000 nLTIP nAnnualbonus nFixedpay £1,500 £1,231 £1,000 29% £826 11% 23% £597 17% £500 100% 72% 48% £0 £2,000 nLTIP nAnnualbonus £1,795 nFixedpay £1,500 36% £1,065 £1,000 15% 28% £652 24% £500 100% 61% 36% £0 Minimum In line withMaximum Minimum In line withMaximum Minimum In line withMaximum expectations expectations expectations
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	Differencesinpolicyfromthe wider employeepopulation 
	The Company aims to provide a remuneration package that is market competitive, complies with any statutory requirements and is applied fairly and equitably across the wider employee population. Where remuneration is not determined by statutory regulation, the Company operates the same core principles as it does for Executive Directors namely; 
	• 
	• 
	• 
	We remunerate people in a manner that allows for stability of the business and the opportunity for sustainable long-term growth. 

	• 
	• 
	We seek to remunerate fairly and consistently for each role with due regard to the market place, internal consistency and the Company’s ability to pay. 


	With the exception of our pub managers and field-based operations teams, all bonus arrangements within the Group normally have the same structure and pay-out mechanism as those for Executive Directors. 
	Participation in the DBP and LTIP is extended to the senior management team at the discretion of the Board and, in line with the policy for Executive Directors, share ownership is encouraged and LTIP participants are expected to build and maintain a minimum level of shareholding. We also encourage long term employee engagement through the offer of SAYE to all employees of the Group who meet a minimum service requirement. 
	RecruitmentRemunerationPolicy 
	When hiring a new Executive Director, the Committee will typically seek to use the Policy detailed in the table above to determine the Executive Director’s ongoing remuneration package. To facilitate the hiring of candidates of the appropriate calibre required to implement the Group’s strategy, the Committee also retains the discretion to include any other remuneration component or award which is outside the Policy. In determining appropriate remuneration, the Committee will take into consideration all rele
	The Committee may make an award to “buy-out” incentive arrangements forfeited on leaving a previous employer. In doing so the Committee will take account of relevant factors including the form of award, any performance conditions attached to these awards and the time over which they would have vested. The Committee would seek to incorporate buyout awards in line with the Company’s remuneration framework as far as is practical. The Committee may consider other components for structuring the buy-out, includin
	Appropriate costs and support will be covered if the recruitment requires relocation of the individual. 
	All recruitment awards will normally be liable to forfeiture or “clawback” on early departure. For Executive Directors, early departure is defined as being within the first two years of employment. 
	The maximum level of variable remuneration which may be granted (excluding buy-out arrangements) is three times salary. The Committee will ensure that such awards are linked to the achievement of appropriate and challenging performance measures and will be forfeited if performance or continued employment conditions are not met. 
	Service contracts andpolicy onpaymentforloss of office 
	Executive Directors’ contracts are on a rolling 12 month basis and are subject to 12 months’ notice when terminated by the Company and six months’ notice when terminated by the Director. The Committee may, in exceptional circumstances, in order to attract and retain suitable executives, offer service contracts with up to an initial 24 month notice period which then reduce to 12 months at the end of this initial period. 
	The current Non-executive Directors, including the Chairman, do not have a service contract and their appointments, whilst for a term of three years, may be terminated without compensation at any time. All Non-executive Directors have letters of appointment and their appointment and subsequent re-appointment is subject to annual approval by shareholders. 
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	The principles on which the determination of payments of loss of office will be approached are summarised below: 
	Provision Treatment upon loss of office 
	Provision Treatment upon loss of office 

	Payment in lieu of notice Payments to Executive Directors upon termination of their contracts will be equal to base salary plus the value of core benefits for the duration of the notional notice period. Benefits may also include, but are not limited to, outplacement and legal fees. They will also be entitled to pension contributions for the duration of the notional notice period. For active members of the defined benefit pension scheme an equivalent cash allowance will be negotiated. 
	Annual bonus This will be at the discretion of the Committee on an individual basis and the decision whether or not to award a bonus in full or in part will be dependent upon a number of factors including the circumstances of their departure and their contribution to the business during the bonus period in question. Any bonus amounts paid (as estimated by the Committee) will typically be pro-rated for time in service to termination and will, subject to performance, be paid at the usual time. 
	Deferred bonus Any deferred award under the deferred bonus plan will be determined based on the leaver provisions contained within the deferred bonus plan rules. For participants leaving before the first anniversary of the date of grant deferred awards will lapse unless the participant is considered a ‘good leaver’. For a good leaver the deferred award will vest in full. ‘Good leavers’ are participants who leave as a result of redundancy, death, ill-health, injury or disability, the sale of his employer out
	New LTIP Any award under the new LTIP would be determined based on the leaver provisions contained within the new LTIP plan rules. For ‘good leavers’ new LTIP awards will usually vest at the ordinary vesting point, be subject to performance conditions and pro-rated for time. ‘Good leavers’ are participants who leave as a result of death, ill-health, injury or disability, the sale of his employer out of the Group or any other reason at the discretion of the Committee. In other circumstances LTIP awards will 
	Change of control Upon a change of control incentive awards will usually vest and be subject to performance conditions and pro-rated for time. The Committee retains the discretion to waive pro-rating for time. 
	Mitigation Ralph Findlay’s service contract is formed under a model which was approved by the Committee in 2001 and there is no reduction in payments for mitigation or for early payment as the Remuneration Committee has taken the view that as a long-standing employee of the Group, full compensation would be merited in the event of unilateral termination of his employment by the Group. Andrew Andrea and Peter Dalzell’s service contracts were formed under a new model approved in 2009 and provide that, subject
	Statement of consideration of employment conditions elsewhereintheCompany 
	Salary, benefits and performance related rewards provided to employees are taken into account when setting policy for Executive Directors’ remuneration. Although employees are not actively consulted on Directors’ remuneration the Company has regular contact with union bodies on matters of pay and remuneration for employees covered by collective bargaining or consultation arrangements. 
	In October of each year a paper is submitted to the Remuneration Committee by the Group Human Resources Director summarising the outcome of any annual reviews made to the wider workforce (including head office and supply chain employees but excluding pub based staff as the majority of these employees have their remuneration rate set by statute rather than the market). This paper is taken into account when setting Executive Directors’ remuneration effective from the start of October for the following 12 mont
	Statement of consideration of shareholder views 
	Statement of consideration of shareholder views 

	The Committee is committed to open and transparent dialogue with shareholders and welcomes feedback on Executive and Non-executive Directors’ remuneration. 
	Prior to the new LTIP being formally put to shareholders, the Committee has had an open dialogue with major shareholders and institutional investor bodies setting out the proposals and the detailed thinking and planning behind them. 
	Marston’s PLC Annual Report and Accounts 2013 45 
	Marston’s PLC Annual Report and Accounts 2013 45 
	Governance 


	CONTINUED 
	CONTINUED 
	DIRECTORS’ REMUNERATION REPORT 

	ANNUAL REPORTONREMUNERATION Remunerationprinciples 
	To align the remuneration of the Executive Directors with the Group’s strategic objectives and the interests of shareholders, our strategic priorities are reflected in our remuneration principles: 
	Key Focus Remuneration Principles 
	Sustainable growth • Ensure that remuneration arrangements support sustainable growth and the long-term objectives ofthe Company. 
	Shareholder interests • Substantial part of the incentive package for Executive Directors is delivered in the Company’s shares to ensure interests are aligned with shareholders. 
	• 
	• 
	• 
	Minimum shareholding requirements for Executive Directors and senior management. 

	• 
	• 
	From 2012/13 bonuses earned in excess of 40% of the maximum opportunity will be payable in shares in the Company, which will be deferred for a period of three years. 


	Employee engagement • Ensure Director and senior management salaries are set with reference to the wider workforce. 
	• Offer an HMRC approved SAYE scheme to all eligible employees. 
	The policy is designed to ensure that Executive Directors are provided with sufficient remuneration to motivate each individual, together with appropriate incentives that are aligned to strategy and encourage enhanced performance. The Committee undertakes an annual review of market practices and commentary and remuneration levels of Directors in similar roles in companies of comparable sizes and complexity. In addition, they review the levels of remuneration for other employees and the pay increases awarded
	The following parts of the Remuneration Report are subject to audit, other than the elements explaining the application of the Remuneration Policy for 2013/14. 
	Singletotalfigure of remuneration 
	The table below reports the total remuneration receivable in respect of qualifying services by each Director during the period: 
	Period ended5October2013 
	Totalsalary Taxable Long term Pensionrelated andfees benefits Annualbonus incentives benefits Total ££££££ 
	Andrew Andrea 
	Andrew Andrea 
	Andrew Andrea 
	309,000 
	14,630 
	0 
	1,005 
	61,800 
	386,435 

	Peter Dalzell 
	Peter Dalzell 
	275,000 
	14,419 
	0 
	0 
	300,553 
	589,972 

	RalphFindlay 
	RalphFindlay 
	495,000 
	17,330 
	0 
	0 
	123,750 
	636,080 

	Roger Devlin1 NickBackhouse 
	Roger Devlin1 NickBackhouse 
	15,000 44,500 
	– – 
	– – 
	– – 
	– – 
	15,000 44,500 

	RosalindCuschieri 
	RosalindCuschieri 
	44,500 
	– 
	– 
	– 
	– 
	44,500 

	NeilGoulden 
	NeilGoulden 
	50,500 
	– 
	– 
	– 
	– 
	50,500 

	Lord Hodgson 
	Lord Hodgson 
	54,500 
	– 
	– 
	– 
	– 
	54,500 

	Robin Rowland 
	Robin Rowland 
	44,500 
	– 
	– 
	– 
	– 
	44,500 

	DavidThompson2 
	DavidThompson2 
	137,083 
	117,665 
	– 
	– 
	58,691 
	314,439 

	1 Roger Devlin was appointed as Chairman on 1 September 2013. 
	1 Roger Devlin was appointed as Chairman on 1 September 2013. 

	2 David Thompson stepped down as Chairman on 31 August 2013. 
	2 David Thompson stepped down as Chairman on 31 August 2013. 

	Period ended29September 2012 
	Period ended29September 2012 
	Totalsalary 
	Taxable 
	term 
	£Pension 

	TR
	andfees 
	benefits 
	Annualbonus 
	incentives 
	relatedbenefits 
	Total 


	A ndrew Andrea 
	A ndrew Andrea 
	A ndrew Andrea 
	£300,000 
	£14,457 
	£120,000 
	£047,025 
	£481,482 

	P eter Dalzell 
	P eter Dalzell 
	210,000 
	14,184 
	84,000 
	0 
	142,005 
	450,189 

	R alphFindlay 
	R alphFindlay 
	480,000 
	17,157 
	192,000 
	0 
	126,533 
	815,690 

	TR
	– 

	Roger Devlin NickBackhouse 
	Roger Devlin NickBackhouse 
	– 28,666 
	– – 
	– – 
	–Long – 
	– – 
	–28,666 

	RosalindCuschieri 
	RosalindCuschieri 
	43,000 
	– 
	– 
	– 
	– 
	43,000 

	NeilGoulden 
	NeilGoulden 
	49,000 
	49,000 

	Lord Hodgson 
	Lord Hodgson 
	53,000 
	– – 
	– – 
	– – 
	– – 
	53,000 

	Robin Rowland DavidThompson 
	Robin Rowland DavidThompson 
	43,000 145,000 
	–17,157 
	– 
	– 
	–– 32,175 
	43,000 194,332 


	The figures in the single figure table are derived from the following: 
	The figures in the single figure table are derived from the following: 

	Total salary and fees The amount of salary/fees received in the period. 
	Taxable benefits The taxable value of benefits received in the period. These are car allowance, private medical insurance and, for David Thompson, payment in lieu of unexpired contractual notice and loss of office details of which are set out on page 50. 
	Annual bonus No annual bonus was earned in the period ended 5 October 2013. A description of Group performance against which the bonus pay-out was determined is provided on pages 47 to 48. 
	Long term incentives The value of LTIP awards that vest in respect of the financial period and the value of SAYE options granted in the financial period. 
	LTIP: None have vested in the period. SAYE: For the period ended 5 October 2013 the long term incentive value includes the value of SAYE options granted based on the fair value of the options at grant. 
	Pension related benefits The pension figure represents the cash value of pension contributions received by the Executive Directors. This includes the Company’s contributions to the defined contribution pension scheme and any salary supplement in lieu of a Company pension contribution and for individuals in the Company’s defined benefit pension scheme, it also includes the additional value achieved in the period calculated using the HMRC method (using a multiplier of 20). Further details of pension benefits 
	Governance 
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	Individual elements of remuneration 
	Base salaryandfees 
	Base salaries for individual Executive Directors are reviewed annually by the Remuneration Committee and are set with reference to individual performance, experience and responsibilities within the Group as well as with reference to similar roles in comparable companies. For 2012/13, Ralph Findlay and Andrew Andrea received a 3% salary increase, which was in line with the average salary increases across the Group. 
	For 2013/14, the average salary increase for Executive Directors is 2.6%, which was in line with the average salary increases across the Group. The base salaries for 2012/13 and 2013/14 are as set out 
	below: 
	below: 
	below: 

	2012/13 
	2012/13 
	2013/14 

	base salar y 
	base salar y 
	base salary 
	Increase 

	Andrew Andrea 
	Andrew Andrea 
	£309,000 
	£317,000 
	2.6% 

	Peter Dalzell 
	Peter Dalzell 
	£275,000 
	£282,000 
	2.6% 

	Ralph Findlay 
	Ralph Findlay 
	£495,000 
	£508,000 
	2.6% 


	The remuneration policy for Non-executive Directors, other than the Chairman, is determined by the Board and is reviewed every two years. Fees were reviewed in 2012 and reflect the responsibilities and duties placed upon Non-executive Directors whilst also having regard to market practice. The Non-executive Directors do not participate in any of the Group’s share incentive plans nor do they receive any benefits or pension contributions, with the exception of David Thompson who stepped down from the Board on

	Non-executive Director fees 
	Non-executive Director fees 
	Non-executive Director fees 
	2012/13 
	2013/14 

	Basic fee 
	Basic fee 
	£44,500 
	£44,500 

	Additional fee for 
	Additional fee for 

	– Chairmanship of the Remuneration 
	– Chairmanship of the Remuneration 

	Committee 
	Committee 
	£5,000 
	£5,000 

	– Chairmanship of the Audit 
	– Chairmanship of the Audit 

	Committee 
	Committee 
	£6,000 
	£6,000 

	– Senior Independent Non-executive 
	– Senior Independent Non-executive 

	Director 
	Director 
	£5,000 
	£5,000 


	In 2012/13 David Thompson received remuneration totalling £212,309 (excluding payments in lieu of unexpired contractual notice and for loss of office). This comprised salary, benefits and pension. He did not receive any additional fees for Committee memberships. David Thompson accrued pension benefits up to the date of his retirement from the Board, details of which are set out on page 49. Roger Devlin will receive a fee of £180,000 and will not receive any pension benefits. 
	Annualbonus 
	With the exception of our pub managers and field-based operations teams, all bonus arrangements within the Group have the same structure and pay-out mechanism, though the maximum potential award, expressed as a percentage of salary, varies between different employee groups. 
	Payments are calculated based upon achievement or exceeding pre-set targets for both Group profit and Return on Capital (‘ROC’). For 2012/13, Executive Directors could earn a bonus equivalent to 50% of base salary for hitting on-target performance and this increases on a linear basis for performance above the set targets up to a maximum of 100% of base salary. For Executive Directors, the bonus agreement includes two additional conditions: 
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	• 
	• 
	• 
	Any bonus earned in excess of 40% of the maximum opportunity is payable in shares in the Company, which will be deferred for a period of three years; and 

	• 
	• 
	A ‘malus’ provision is operated which gives the Remuneration Committee the discretion to reduce/lapse unvested deferred shares if an act or omission of the participant contributes to a material misstatement of the Group’s financial statements or results in material loss or reputational damage for the Company. 


	The Directors consider that the future Group profit and ROC targets are matters which are commercially sensitive; they provide our competitors with insight into our business plans and expectations and should therefore remain confidential to the Company. However, the following table sets out the bonus pay-out to the Executive Directors for 2012/13 and Marston’s actual Group profit and ROC performance for the period. 
	Group profit Executive 
	Group profit Executive 
	before Director bonus 
	exceptional as a percentage 
	items ROC of salary 

	2012/13 £88.4m 10.7% 0% 
	There was no bonus deferral in 2012/13 as there was no pay-out under the annual bonus scheme. 
	Annualbonusin2013/14 
	No changes are proposed in respect of the annual bonus scheme for 2013/14. The maximum award under the annual bonus will remain unchanged at 100% of salary with 50% earned for on-target performance. Performance targets continue to be set at the challenging levels of previous years, with performance based upon Group profit (two thirds) and ROC (one third). Any bonus earned in excess of 40% of salary will continue to be awarded in deferred shares paid after a further three years. For the reasons set out above
	-

	LongTermIncentivePlan 
	Awards vestinginrespectofthefinancialperiod
	LTIP awards granted in July 2010 and June 2011 were subject to the achievement of an EPS growth performance condition over a three year period. Awards vest, on a sliding scale with 35% becoming exercisable if annual EPS growth exceeds RPI by 3%. For 100% of an award to vest EPS growth must exceed RPI by 9% per annum. 
	EPS growth over the three year performance period ending 29 September 2012 was less than RPI +3% and the LTIP awards granted in July 2010 lapsed. 
	The extent to which the LTIP awards granted in June 2011 will vest will not be determined by the Remuneration Committee until June 2014, therefore an estimate of the level of vesting has been made. On the basis that any formulaic payout does not reflect the Company’s assessment of overall business performance for the period it has been assumed that this LTIP award will lapse. 
	Awards grantedduringtheperiod
	In respect of the period ended 5 October 2013 the following LTIP awards were granted: 
	% ofaward TypeofPercentageof Numberof Facevalueat vestingat award salary shares grant threshold Performanceperiod 
	Andrew Andrea LTIP 100% 210,777 £308,999 35% Financial years Peter Dalzell LTIP 100% 187,585 £275,000 35% 2012/13 to 2014/15 Ralph Findlay LTIP 100% 337,653 £494,999 35% inclusive 
	The performance condition for these LTIP awards is as follows: 
	% ofaward EPS performance vesting 
	EPS growth < RPI +3% p.a. 0% EPS growth = RPI +3% p.a. 35% EPS growth = RPI +9% p.a. 100% 
	Straight-line vesting between these points 
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	Long TermIncentivePlan continued 
	Awardsfor2013/14 
	The current LTIP was adopted by shareholders in 2004 and expires in 2014. This has prompted the Remuneration Committee to review the efficacy of the incentive arrangements which form part of the Marston’s executive remuneration policy. After extensive consultation with, and good support from, our major shareholders, shareholder approval for a new LTIP is being sought at the AGM. 
	The key objective for the Remuneration Committee has been to devise a plan which will use appropriate measures consistent with Marston’s current strategic objectives: delivery of sustainable growth; increasing ROC and reducing leverage. The Remuneration Committee has therefore concluded that performance measures for the LTIP should be a combination of Return on Capital, Free Cash Flow, and Relative Total Shareholder Return. 
	The detailed performance metrics proposed are as follows: 
	Threshold vesting Vesting Maximum vesting % linked at 25% ofthe at 50% ofthe at 100% ofthe to award maximum award maximum award maximum award 
	CROCCE 
	CROCCE 
	CROCCE 
	40% 
	Base +0.25% 
	Base +0.5% 
	Base +1.0% 

	FCF 
	FCF 
	40% 
	Base +7.5% average 
	Base +15% average 
	Base +30% average 

	TR
	growth per annum 
	growth per annum 
	growth per annum 

	Relative TSR 
	Relative TSR 
	20% 
	Median 
	Upper quintile 


	Governance 
	Governance 

	There will be straight-line vesting between the points and no reward below threshold performance. The base amounts will be set at a level that is considered stretching but without encouraging undue risk. 
	• 
	• 
	• 
	• 
	CROCCE: Cash Return On Cash Capital Employed. The use of CROCCE (as opposed to an EBIT return on book value) removes potential distortions from subjective decisions on depreciation policy and asset revaluation. CROCCE will be based on the budget target for 2014. Threshold vesting for this measure would only be earned if this target is exceeded by 0.25% over the three year period. 

	• 
	• 
	FCF: Free Cash Flow. This reflects the operating cash flow of the business after tax and interest which is available to return to shareholders as dividends; to reinvest to increase returns; or to pay down debt. It is more closely aligned to operating performance than a simple leverage ratio. FCF in 2014 will be set as a three year cumulative amount based on the budget for 2014, 2015 and 2016 projections. Awards will only be earned if FCF exceeds that cumulative level at the end of three years by at least 7.

	• 
	• 
	RelativeTSR: Total Shareholder Return compared against the FTSE 250 (excluding investment trusts). The Remuneration Committee believe that a wider comparator group is a more robust and realistic way of measuring how shareholders value the Company and, furthermore, have set the maximum reward at upper quintile performance recognising our commitment to ensuring there are demanding performance targets. In addition, the Remuneration Committee will require that the element of the award associated with TSR perfor



	The weightings for each measure have been set to balance what the Remuneration Committee consider to be the direction of 
	focus for management in its day to day direction of the business 
	with its ultimate responsibility to shareholders. In order to maintain 
	with its ultimate responsibility to shareholders. In order to maintain 
	transparency the Remuneration Committee will disclose how the 
	Company has performed against each of the performance metrics 
	following the end of the performance period. 

	In conjunction with the increase in maximum potential the Remuneration Committee proposes that the amount that will vest at threshold is reduced to 25% of the maximum award from 35%. This means that, with a maximum opportunity of 125% of salary, the threshold amount earned would be 31.25% of salary compared to 35% under the existing LTIP. 
	The Remuneration Committee is also conscious that, due to their age, the 2004 LTIP rules do not reflect best practice in terms of governance and administration of incentive awards. The 2014 LTIP therefore includes updated provisions to reflect current best practice. A summary of the key terms of the proposed 2014 LTIP rules is set out in the notice of the AGM. 
	Totalpension entitlements(fordefined benefit schemes) 
	The defined benefit scheme was closed to new entrants from 29 September 1997. Ralph Findlay left the Marston’s Scheme on 5 April 2012 and takes a salary supplement of 25% of base salary in lieu of future pension provision. David Thompson ceased to contribute to and be an active member of the defined benefit scheme as at 31 August 2013. 
	The details of pensions accrued in the defined benefit scheme are 
	shown in the table below: 
	shown in the table below: 
	shown in the table below: 

	Change inaccrued 
	Change inaccrued 

	pensionover 2012/13 
	pensionover 2012/13 

	Accrued 
	Accrued 
	excluding 

	pension at 
	pension at 
	increase for Normal30.09.13 

	inflation 
	inflation 
	Retirement 

	£ 
	£ 
	£ 
	Date 

	Peter Dalzell 
	Peter Dalzell 
	61,828 
	14,570 
	65 

	Ralph Findlay 
	Ralph Findlay 
	105,793 
	(1,029) 
	60 

	David Thompson 
	David Thompson 
	180,783 
	1,195 
	60 


	The maximum award under the new LTIP will be increased from Early retirement can be taken from age 55 provided the Group 100% of salary to 125%. The Remuneration Committee considers gives its consent. The accrued pension will then be reduced to that a maximum award of 125% is appropriate given the level of take account of its early payment. stretch in the proposed targets, without encouraging excessive risk. 
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	On death before retirement, a spouse’s pension is payable equal Paymentstopastdirectors to one-third of the member’s pension for Ralph Findlay and Peter There were no payments made to past Directors during the Dalzell, plus a lump sum is payable equal to the Director’s period in respect of services provided to the Company as contributions (including those made via salary sacrifice). On death a Director. after retirement the spouse’s pension payable is two-thirds of the member’s pre-commutation pension for D
	payment of £101,850. This comprised a payment in lieu of three Definedcontribution scheme months’ unexpired contractual notice of £50,925 and the balance in The Group makes contributions into the Group Personal Pension respect of compensation for loss of office. Both payments have been Plan (“GPPP”) on behalf of Andrew Andrea. A rate of 20% of base included in David’s taxable benefits figure on page 46. salary (paid partly as a GPPP contribution and partly as a taxable cash supplement) is payable in return 
	In 2012/3 Ralph Findlay received a taxable cash supplement of 25% of basic salary in lieu of pension contributions. 
	Statement ofDirectors’ shareholdingandshareinterests 
	Executive Directors are expected to build up and maintain a shareholding in the Company equal to at least one times’ salary. As at 5 October 2013, Andrew Andrea held 37%, Peter Dalzell held 23% and Ralph Findlay held in excess of 100% of base salary (based on the cost of acquisition). 
	Unvested 
	Unvested 

	Table
	TR
	Exercised 
	Subjectto 
	Notsubjectto 
	Totalasat 

	TR
	during 
	performance 
	per formance 
	5 October 

	Director 
	Director 
	Type 
	Owned outright 
	the year 
	conditions 
	conditions 
	2 013 


	Executive 
	Executive 
	Executive 

	Andrew Andrea 
	Andrew Andrea 
	Shares 
	114,785 
	N/A 
	N/A 
	N/A 
	114,785 

	TR
	Nil cost options 
	N/A 
	0 
	818,044 
	N/A 
	818,044 

	TR
	SAYE options 
	N/A 
	11,826 
	N/A 
	7,330 
	7,330 

	Peter Dalzell 
	Peter Dalzell 
	Shares 
	61,220 
	N/A 
	N/A 
	N/A 
	61,220 

	TR
	Nil cost options 
	N/A 
	0 
	459,050 
	N/A 
	459,050 

	TR
	SAYE options 
	N/A 
	0 
	N/A 
	20,302 
	20,302 

	Ralph Findlay 
	Ralph Findlay 
	Shares Nil cost options 
	859,547 N/A 
	N/A 0 
	N/A 1,318,513 
	N/A N/A 
	859,547 1,318,513 

	TR
	SAYE options 
	N/A 
	0 
	N/A 
	20,302 
	20,302 

	Non-Executive 
	Non-Executive 

	Nick Backhouse 
	Nick Backhouse 
	Shares 
	0 
	0 

	Rosalind Cuschieri 
	Rosalind Cuschieri 
	Shares 
	88,126 
	88,126 

	Roger Devlin 
	Roger Devlin 
	Shares 
	0 
	0 

	Neil Goulden 
	Neil Goulden 
	Shares 
	268,000 
	268,000 

	Lord Hodgson 
	Lord Hodgson 
	Shares 
	80,972 
	80,972 

	Robin Rowland 
	Robin Rowland 
	Shares 
	52,083 
	52,083 

	David Thompson 
	David Thompson 
	Shares 
	1,665,679 
	1,665,679* 


	*as at 31 August 2013 
	Thefollowing sections oftheRemunerationReport are notsubjectto audit. 
	Thefollowing sections oftheRemunerationReport are notsubjectto audit. 
	Performancegraph andtable 
	Thisgraph showsthe value, at5October2013, of£100 investedintheCompanyon6October2008comparedtothe value of£100investedintheFTSEAllShareindex.TheFTSE AllShareIndexhasbeenselected asacomparatorbecausethe Companyisamember ofthatindex. 
	Marston’s NetTSR FTSE All Share Net TSR 
	300 250 200 150 100 
	50 0 ________________________________ ____________________ Oct08 Oct09 Oct10 Oct11 Oct12 Oct13 
	ChiefExecutiveOfficer Remunerationforpreviousfive years 
	LTIP(%of 
	LTIP(%of 
	LTIP(%of 

	AnnualBonus 
	AnnualBonus 
	maximum 

	Total(%ofma ximum 
	Total(%ofma ximum 
	number of 

	Remuneration 
	Remuneration 
	opportunity) 
	shares) 

	2012/13 
	2012/13 
	£636,080 
	0.0% 
	0.0% 

	2011/12 
	2011/12 
	£815,690 
	40.0% 
	0.0% 

	2010/11 
	2010/11 
	£974,784 
	46.0% 
	0.0% 

	2009/10 
	2009/10 
	£826,677 
	40.0% 
	0.0% 

	2008/09 
	2008/09 
	£640,190 
	0.0% 
	0.0% 


	Percentage changeinChiefExecutiveOfficer Remuneration 
	Thetablebelowsets outin relationto salary,taxablebenefitsand annual bonusthe percentage increase inremuneration forRalph Findlaycomparedtothe wider workforce. Forthesepurposes,this includesheadofficeandsupplychainemployeesbutexcludes pub based staffasthemajorityofthese employeeshave their remuneration ratesetbystatute rather thanthemarket. 
	Wider Percentage change CEO Workforce 
	Salary 3.12% 3.0% Taxablebenefits– – AnnualBonus– – 
	1 
	2 

	1. Car allowances remained the same andthe related taxable benefits were amended in accordance withHMRevenue &Customs guidelines. Private medicalinsurancepremiumsincreasedby18%fortheeligiblewider workforce, 
	1. Car allowances remained the same andthe related taxable benefits were amended in accordance withHMRevenue &Customs guidelines. Private medicalinsurancepremiumsincreasedby18%fortheeligiblewider workforce, 
	includingtheCEO.Theaveragepercentage change in taxable benefits does not produce a meaningful comparison. 


	2. Withtheexceptionof asmall numberof operational employeeswithinthewider workforce, no bonuses were payable this year based on Group performance. Thereforethe percentage changeinbonuscomparedtotheprioryearisnot a meaningful comparison. 
	Relativeimportance of spend onpay 
	Relativeimportance of spend onpay 
	Thefollowingtable sets outthepercentage changein dividendsandtheoverallexpenditure on pay(asa whole acrossthe organisation). 
	% change 
	Dividends £34.7mOverallexpenditure on 
	1 

	pay £154.1m 
	1 Dividends payable in respect of the period ended 29 September 2012. 2 Dividends payablein respectofthe period ended 5 October 2013. 
	Committees andAdvisers 
	TheRemunerationCommittee metfourtimesduringtheperiod andcomprisesLord Hodgson(Chairman),Rosalind Cuschieri, NeilGouldenandRobin Rowlandallofwhom are regardedby the Company as independent Non-executiveDirectors. 
	Considerationby theDirectors ofmatters relatingto Directors’ remuneration 
	TheRemunerationCommitteeis responsiblefor: 
	• 
	• 
	• 
	Settingtheframework andpolicyfor Executive Directors’ remuneration; 

	• 
	• 
	Determiningthe remunerationpackagesforthe ExecutiveDirectors andChairman; 

	• 
	• 
	Monitoringthelevel and structure of remunerationfor senior management andapprovingbonuspayments;and 

	• 
	• 
	Notinganymajorchangesinemployeebenefitstructures throughout the Group and ensuring thatExecutive Director remunerationpracticeis consistent withany suchchanges. 


	Advisers 

	Duringtheperiodthe Committeeinvited advicefromanumberof individualstoensureitsdecision making was informed andtook accountofpay and conditionsin the Group as a whole and wider 
	market conditions. 
	market conditions. 
	2012 2 013 
	5.2% 
	£36.5m
	2 

	£166.1m 7.8% 

	Theseindividuals comprise: 
	• 
	• 
	• 
	DeloitteLLP(Deloitte).Appointedbythe Committeein2003, Deloitteis retainedtoprovideindependentadvicetothe Committee as requiredandhave confirmedthey remain independent.Duringtheperiod,Deloittehasalsoprovided adviceonvarioustaxissues andinternalauditservicesto the Company. Deloitteis a member oftheRemuneration ConsultantsGroupand, as such, voluntarilyoperates under the codeofconduct inrelationtoexecutive remuneration consultingintheUK.Deloitte’sfeesforproviding advicetothe RemunerationCommittee amountedto£6,9

	• 
	• 
	KORN/FERRYWhiteheadMann.AppointedbytheNomination Committeetoleadthe searchforanewChairman,theagency provided advice to the Board asa whole in setting the new Chairman’sfees. 

	• 
	• 
	RalphFindlay,ChiefExecutiveOfficer,providedadvicein respectofthe remunerationofthe other ExecutiveDirectors butwasnotinattendance whenhis own remuneration was discussed. 

	• 
	• 
	Anne-MarieBrennan,CompanySecretary, acts as secretary to the Committee. 
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	CONTINUED 
	CONTINUED 
	DIRECTORS’ REMUNERATION REPORT 

	Statement of voting atlastAGM 
	TheCompany remainscommittedtoon-going shareholderdialogue and takes an active interestin voting outcomes.The following table sets out actual voting in respect of the resolution to approve the Directors’ Remuneration Report at the Company’s Annual 
	General Meeting on 22 January2013: 
	General Meeting on 22 January2013: 
	General Meeting on 22 January2013: 

	Resolution 
	Resolution 
	Votes for 
	% ofvote Votes against 
	% ofvote Votes withheld 

	Approve Remuneration Report 
	Approve Remuneration Report 
	97,457,903 
	99.77% 
	227,150 
	0.23% 
	786,844 


	Additionalinformation 
	Thetextandtablesthatfollowcomprisetheinformation requiredbytheUKLAListingRules9.8.6and9.8.8thatis notfoundelsewhere intheRemunerationReport.Thissectionisaudited. 
	ExecutiveDirectors’interestsintheLTIP 
	Theindividualinterestsfor the Executive Directors which represent the maximum aggregate numberof shares to which eachindividual couldbecome entitledare as follows: 
	Exercise At At period Dateofgrant1 3 0.0 9.12 Granted Vested Lapsed 05.10.132 from
	3 

	AndrewAndrea 253,699 – – 253,699 0 N/A 292,307 – – – 292,307 314,960 – – – 314,960 – 210,777 – – 210,777 
	01.07.10 
	24.06.11 
	24.06.14 
	15.06.12 
	15.06.15 
	20.06.13 
	20.06.16 

	PeterDalzell 51,026 – – 51,026 0 N/A 50,993 – – – 50,993 220,472 – – – 220,472 – 187,585 – – 187,585 
	01.07.10 
	24.06.11 
	24.06.14 
	15.06.12 
	15.06.15 
	20.06.13 
	20.06.16 

	RalphFindlay 459,534 – – 459,534 0 N/A 476,923 – – – 476,923 503,937 – – – 503,937 – 337,653 – – 337,653 
	01.07.10 
	24.06.11 
	24.06.14 
	15.06.12 
	15.06.15 
	20.06.13 
	20.06.16 

	1 Each 2011 grantcomprised anHMRCapproved option (over30,769shares)and an unapproved award forthe balance.A corresponding linked awardwasalsomadeto enable the participantto fund the exerciseofthe approved option.EachlinkedawardissatisfiedbysharesfromtheCompany’semployee benefittrustwhich are used to fund the approved option exercise price. These shares are then retained by the trust and not delivered to the participant. 
	2 The mid-market ordinarysharepriceon4October2013(5October being a Saturday) was 145.40p and the dailymid-marketsharepricerangeduringtheperiod was 144.20p to 165.50p. 
	3Provided thattherequired shareholding andthe performanceconditionsaremet,optionsgranted undertheLTIPwillnotexpire untilthetenth anniversaryofthe date ofthe grant.The performanceconditionsto which awards underthe LTIPare subjectare setouton page 48. 
	ExecutiveDirectors’interestsintheSAYE 
	Theindividualinterests oftheExecutiveDirectors undertheSAYEscheme are asfollows: 
	At At Optionprice Exercisable DateofGrant 3 0.0 9.12 Granted Exercised Cancelled 0 5.10.13 (p) from 
	Andrew Andrea 
	Andrew Andrea 
	Andrew Andrea 
	25.06.10 
	11,826 
	– 
	11,826 
	– 
	0 
	76.10 
	01.09.13 

	TR
	19.06.13 
	0 
	7,330 
	0 
	0 
	7,330 
	122.77 
	01.09.16 

	Peter Dalzell 
	Peter Dalzell 
	25.06.10 
	20,302 
	0 
	0 
	0 
	20,302 
	76.10 
	01.09.15 

	RalphFindlay 
	RalphFindlay 
	25.06.10 
	20,302 
	– 
	– 
	– 
	20,302 
	76.10 
	01.09.15 


	Directors’pensions 
	Directors’pensions 
	Definedcontribution scheme 

	The Group makes contributions into the Group Personal Pension Plan (GPPP) on behalf of Andrew Andrea. A rate of 20% of base salary (paid partly as a GPPP contribution and partly as a taxable cash supplement) is payable in return for a minimum personal contribution of 7.5%. For the period ended 5 October 2013, the Group contribution for Andrew Andrea was £61,800, being £20,342 pension contribution and a salary supplement of £41,458. 
	In 2012/3 Ralph Findlay received a taxable cash supplement of 25% of basic salary in lieu of pension contributions. 
	Definedbenefitscheme 
	Definedbenefitscheme 
	The following Directors accrued benefits under the Marston’s Scheme: 

	Change in accrued Change in pension Transfer 
	over Value over Transfer Value Accrued 2012/13 2012/13 netof of the increase pension excluding Transfer Value Transfer Value members’ in the accrued 
	at increasefor contributions pension 
	at30.09.13 
	at30.09.12 

	£ inflation £ £ £ £ £ 
	30.09.13 

	Peter Dalzell 
	Peter Dalzell 

	14,570 670,561 473,784 196,777 170,960 Ralph Findlay 105,793 (1,029) 1,863,646 1,772,263 91,383 39,882 David Thompson 180,783 1,195 3,646,612 3,304,427 342,185 137,760 
	61,828 

	Notestothetable: 
	Notestothetable: 

	1. 
	1. 
	1. 
	The accrued pension is the amount that the Director would receive annually on retirement based on service to the end of the period (or to date of leaving). 

	2. 
	2. 
	The change in accrued pension during the period reflects that inflation over the period has been 3.2%, being the measure of RPI to September 2013. 

	3. 
	3. 
	The Transfer Values at 30 September 2013 are calculated in accordance with the cash equivalent transfer value basis adopted by the Trustee on 5 September 2012 after taking advice from the Scheme Actuary. 

	4. 
	4. 
	David Thompson ceased to contribute to and be an active member of the Marston’s Scheme as at 31 August 2013. 


	Additional information regarding the Marston’s Scheme: 
	Additional information regarding the Marston’s Scheme: 

	1. 
	1. 
	1. 
	Normal retirement age is 60 for Ralph Findlay and David Thompson, and 65 for Peter Dalzell. Early retirement can be taken from age 55 provided the Group gives its consent. The accrued pension will then be reduced to take account of its early payment. 

	2. 
	2. 
	On death before retirement, a spouse’s pension is payable equal to one-third of the members’ pension for Ralph Findlay and Peter Dalzell, plus a lump sum is payable equal to the Director’s contributions (including those made via salary sacrifice). On death after retirement the spouse’s pension payable is two-thirds of the member’s pre-commutation pension for David Thompson, and 60% for Peter Dalzell and Ralph Findlay. 

	3. 
	3. 
	The normal contribution rate for Peter Dalzell is 10.5%, paid by way of salary sacrifice. 

	4. 
	4. 
	4. 
	There are no discretionary benefits. 



	This report was approved by the Board and signed on its behalf by 
	This report was approved by the Board and signed on its behalf by 
	Figure
	Lord Hodgson 
	Chairman of the Remuneration Committee 28 November 2013 
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	STATEMENT OF DIRECTORS’ RESPONSIBILITIES 
	STATEMENT OF DIRECTORS’ RESPONSIBILITIES 
	The Directors are responsible for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements in accordance with applicable law and regulations. 
	Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have prepared the Group financial statements in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union, and the parent Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the Directors must not approve the financial stat
	• 
	• 
	• 
	select suitable accounting policies and then apply them consistently; 

	• 
	• 
	make judgements and accounting estimates that are reasonable and prudent; 

	• 
	• 
	state whether IFRS as adopted by the European Union and applicable UK Accounting Standards have been followed, subject to any material departures disclosed and explained in the Group and parent Company financial statements respectively; and 

	• 
	• 
	prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in business. 


	The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and the Group and enable them to ensure that the financial statements and the Directors’ Remuneration Report comply with the Companies Act 2006 and, as regards the Group financial statements, Article 4 of the IAS Regulation. They are also responsible for safeguarding the assets of the C
	The Directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 
	The Directors consider that the annual report and accounts, taken as a whole, is fair, balanced and understandable and provides the information necessary for shareholders to assess the Group’s performance, business model and strategy. 
	Each of the Directors, whose names and functions are listed on pages 26 and 27 confirm that, to the best of their knowledge: 
	• 
	• 
	• 
	the Group financial statements, which have been prepared in accordance with IFRS as adopted by the EU, give a true and fair view of the assets, liabilities, financial position and profit of the Group; and 

	• 
	• 
	the Strategic Report contained on pages 1 to 25 includes a fair review of the development and performance of the business and the position of the Group, together with a description of the principal risks and uncertainties that it faces. 


	Disclosure ofinformationtoAuditors 
	In accordance with Section 418, Directors’ reports shall include a statement, in the case of each Director in office at the date the Directors’ report is approved, that: 
	(a)so far as the Director is aware, there is no relevant audit information of which the Company’s auditors are unaware; and 
	(b)each Director has taken all the steps that he/she ought to have taken as a Director in order to make himself/herself aware of any relevant audit information and to establish that the Company’s auditors are aware of that information. 
	Figure
	RalphFindlay AndrewAndrea 
	Chief Executive Officer Chief Financial Officer 28 November 2013 
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	FIVE YEAR RECORD 
	FIVE YEAR RECORD 
	FIVE YEAR RECORD 

	2009 2010 2011 2012 (52weeks) (52weeks) (52weeks) (52 weeks) £m £m £m£m 
	2013 (53 weeks) £m 
	2013 (53 weeks) £m 

	Revenue 
	Revenue 
	Revenue 
	645.1 
	650.7 
	682.2 
	719.7 
	782.9 

	Profitbefore exceptionalitems Exceptionalitems 
	Profitbefore exceptionalitems Exceptionalitems 
	70.3 (48.9) 
	73.5 (21.0) 
	80.4 0.4 
	87.8 (223.3) 
	88.4 (18.6) 

	Profit/(loss)before taxation 
	Profit/(loss)before taxation 
	21.4 
	52.5 
	80.8 
	(135.5) 
	69.8 

	Taxation* 
	Taxation* 
	(5.0) 
	(5.0) 
	(12.0) 
	25.2 
	(11.2) 

	Profit/(loss) after taxation 
	Profit/(loss) after taxation 
	16.4 
	47.5 
	68.8 
	(110.3) 
	58.6 

	Net assets 
	Net assets 
	783.2 
	780.5 
	817.6 
	762.0 
	841.9 


	Earnings/(loss)perordinaryshare 3.9p 8.3p 12.1p (19.4)p Exceptionalitems 9.5p 1.7p (0.9)p 31.7p 2.0p 
	10.3p 

	Earnings per ordinaryshare before exceptionalitems 
	Earnings per ordinaryshare before exceptionalitems 
	Earnings per ordinaryshare before exceptionalitems 
	13.4p 
	10.0p 
	11.2p 
	12.3p 
	12.3p 

	Dividendper ordinaryshare 
	Dividendper ordinaryshare 
	7.1p 
	5.8p 
	5.8p 
	6.1p 
	6.4p 

	RetailPrice Index 
	RetailPrice Index 
	100.0 
	104.6 
	110.5 
	113.4 
	117.0 

	Earnings/(loss)per share performance Earnings per share performance before exceptionalitems 
	Earnings/(loss)per share performance Earnings per share performance before exceptionalitems 
	100.0 100.0 
	212.8 74.6 
	310.3 83.6 
	(497.4) 91.8 
	264.1 91.8 

	Dividendperformance 
	Dividendperformance 
	100.0 
	81.7 
	81.7 
	85.9 
	90.1 


	* Taxation includes the tax impact on exceptional items togetherwith exceptionalcredits of £3.1 million in 2013, £2.1 million in2012,£5.0 million in 2011and £2.1million in2010in respectofthechangeincorporationtax rate. 
	Financial Statements 
	Financial Statements 

	INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS 

	OF MARSTON’S PLC 
	OF MARSTON’S PLC 
	REPORTONTHEGROUPFINANCIALSTATEMENTS 
	Our opinion 
	In our opinion the Group financial statements: 
	• 
	• 
	• 
	give a true and fair view of the state of the Group’s affairs as at 5 October 2013 and of the Group’s profit and cash flows for the 53 week period then ended; 

	• 
	• 
	have been properly prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union; and 

	• 
	• 
	have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regulation. 


	This opinion is to be read in the context of what we say below. 
	What wehave audited 
	The Group financial statements, which are prepared by Marston’s PLC, comprise: 
	• 
	• 
	• 
	the Group Balance Sheet as at 5 October 2013; 

	• 
	• 
	the Group Income Statement and Group Statement of Comprehensive Income for the 53 week period then ended; 

	• 
	• 
	the Group Statement of Changes in Equity and Group Cash Flow Statement for the 53 week period then ended; and 

	• 
	• 
	the notes to the Group financial statements, which include a summary of significant accounting policies and other explanatory information. 


	The financial reporting framework that has been applied in their preparation comprises applicable law and IFRS as adopted by the European Union. 
	What anaudit offinancialstatementsinvolves 
	We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) (ISAs (UK & Ireland)). 
	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 material misstatement, whether caused by fraud or error. This includes an assessment of: 
	• 
	• 
	• 
	whether the accounting policies are appropriate to the Group’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 in the Annual Report and Accounts to identify material inconsistencies with the audited Group financial statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our report. 
	Overview of our audit approach 
	Materiality 
	We set certain thresholds for materiality. These helped us to determine the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually and on the financial statements as a whole. 
	Based on our professional judgement, we determined materiality for the Group financial statements as a whole to be £4.5 million. 
	We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £0.2 million as well as misstatements below that amount that, in our view, warranted reporting for qualitative reasons. 
	Overview ofthe scopeofour audit 
	The Group is structured along four business lines, being Destination and Premium, Taverns, Leased and Brewing, together with Group Services. The Group financial statements are a consolidation of subsidiaries, principally comprising the Group’s operating businesses, property companies, holding companies and an insurance company. 
	In establishing the overall approach to the Group audit, we determined the type of work that needed to be performed, and each active subsidiary and business line was subject to audit. This gave us the evidence we needed for our opinion on the Group financial statements as a whole. 
	Areas ofparticular auditfocus 
	In preparing the financial statements, the Directors made a number of subjective judgements, for example in respect of significant accounting estimates that involved making assumptions and considering future events that are inherently uncertain. We primarily focused our work in these areas by assessing the Directors’ judgements against available evidence, forming our own judgements, and evaluating the disclosures in the financial statements. 
	In our audit, we tested and examined information, using sampling and other auditing techniques, to the extent we considered necessary to provide a reasonable basis for us to draw conclusions. We obtained audit evidence through testing the effectiveness of controls, substantive procedures or a combination of both. 
	We considered the following areas to be those that required particular focus in the current year. This is not a complete list of all risks or areas of audit focus identified by our audit. We discussed these areas of focus with the Audit Committee. Their report on those matters that they considered to be significant issues in relation to the financial statements is set out on page 37. 
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	Areaoffocus 
	Areaoffocus 
	Valuation ofproperties 
	We focused on the Directors’ annual assessment of the carrying 
	value of land and buildings because properties are a significant 
	item on the balance sheet and there are complex and subjective 
	assumptions used in the valuations, including the future expected 
	performance of pubs. 
	Disclosureofitemsas ‘exceptional’ 
	The financial statements include certain items which are disclosed as exceptional. 
	We focused on this area because exceptional items are not 
	defined by IFRS as adopted by the European Union and it 
	therefore requires judgement by the Directors to identify such 
	items. Consistency in identifying and disclosing items as 
	exceptional is important to maintain comparability of the results 
	with previous years. 
	Accountingfor uncertaintaxpositions 
	The Group has a number of outstanding corporate and indirect tax positions where recognition in the financial statements is judgemental given the uncertainty of settlement. 
	We focused on this area because these matters have not yet been resolved with HM Revenue & Customs and the Directors have had to make judgements about the recognition or non-recognition of the benefits associated with the tax positions. 
	Fraud in revenuerecognition 
	ISAs (UK & Ireland) presume there is a risk of fraud in revenue 
	recognition because of the pressure management may feel to 
	achieve the planned results. We focused in particular on the 
	recognition of revenue within the Brewing segment. This was 
	identified as a risk due to the large number of deliveries and the 
	existence of discounts which could have a material impact on 
	revenue if misstated. 
	Risk of management override ofinternal controls 
	ISAs (UK & Ireland) require that we consider this. 
	GoingConcern 

	How thescopeofourauditaddressedtheareaoffocus 
	We obtained the Directors’ valuation and impairment analysis and discussed with the Group’s estates team. We also considered any further market indicators including changes in macroeconomic and consumer trends and recent transactions and the associated multiples. We challenged the assumptions on future earnings and multiples applied by management and considered the impact of movements in key assumptions. We assessed the appropriateness of the Group’s accounting policy and whether those items disclosed as ex
	We assessed whether other non-recurring items should have been classified as exceptional and discussed this with the Directors and the Audit Committee to check whether items meeting the criteria in the Group’s accounting policy had been identified and whether the treatment was consistent year on year. 
	We have examined correspondence with HM Revenue & Customs and any legal challenges and assessed the position taken by the Directors’ in respect of these uncertainties. We have evaluated the appropriateness of the recognition or non-recognition of the benefits associated with these tax positions. 
	Our procedures included testing that delivery requirements were satisfied where appropriate and that revenue generated at point of sale was reconciled to cash receipts net of discounts 
	We also responded to the risk that manual adjustments could override standard procedures to misstate revenue by auditing manual journals relating to revenue. 
	We assessed the overall control environment and tested key reconciliations and manual journal entries. We considered whether there was evidence of bias by the Directors in the significant accounting estimates and judgements relevant to the financial statements. 
	Financial Statements 
	Financial Statements 

	Under the Listing Rules we are required to review the Directors’ statement, set out on page 29, in relation to going concern. We have nothing to report having performed our review. 
	As noted in the Statement of Directors’ Responsibilities, set out on page 54, the Directors have concluded that it is appropriate to prepare the Group’s financial statements using the going concern basis of accounting. The going concern basis presumes that the Group has adequate resources to remain in operation, and that the Directors intend it to do so, for at least one year from the date the financial statements were signed. As part of our audit we have concluded that the Directors’ use of the going conce
	However, because not all future events or conditions can be predicted, these statements are not a guarantee as to the Group’s ability to continue as a going concern. 
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	INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS 

	CONTINUED 
	CONTINUED 
	OF MARSTON’S PLC 

	OPINIONONMATTERPRESCRIBEDBYTHECOMPANIES ACT2006 
	In our opinion the informationgiven in the Strategic Report and the Directors’ Report for the financialperiod for which the Groupfinancial statements arepreparedis consistentwiththe Groupfinancial statements. 
	OTHERMATTERSONWHICHWEAREREQUIREDTO 
	REPORTBYEXCEPTION Adequacy ofinformationandexplanations received Under the Companies Act 2006 weare requiredto report toyouif, in ouropinion we have notreceived allthe information and to report arising from this responsibility. 
	explanationswe require forouraudit.We have no exceptions 

	Directors’ remuneration 
	UndertheCompaniesAct2006 wearerequiredtoreportif,inour opinion, certain disclosures ofDirectors’remuneration specified bylawhavenotbeenmade,andunderthe ListingRuleswe are requiredto reviewcertainelementsoftheReporttoshareholders bythe Board on Directors’remuneration.Wehave no exceptions to report arising from these responsibilities. 
	CorporateGovernanceStatement 
	Onpage54oftheAnnualReport, as required bythe Code ProvisionC.1.1,theDirectors statethattheyconsiderthe Annual Reporttakenasa wholetobefair,balancedandunderstandable andprovidesthe information necessaryfor membersto assess the Group’sperformance,business modelandstrategy.Onpage 37,as requiredbyC3.8oftheCode,the AuditCommittee has set outthe significantissuesthatitconsideredin relationtothe financialstatements, andhowthey wereaddressed. Under ISAs (UK&Ireland)we are requiredto reporttoyou if,inour opinion: 
	• 
	• 
	• 
	the statement givenbythe Directors is materially inconsistent withourknowledgeoftheGroupacquiredinthe courseof performing ouraudit;or 

	• 
	• 
	the section of the Annual Report describing the workof the Audit Committeedoes not appropriately address matters communicatedby ustotheAuditCommittee. 


	Wehave no exceptionsto reportarisingfromthis responsibility. 
	OtherinformationintheAnnualReport 
	UnderISAs(UK&Ireland), we are requiredtoreporttoyouif,in ouropinion,information inthe AnnualReportis: 
	• 
	• 
	• 
	materiallyinconsistentwiththeinformationinthe audited Group financial statements;or 

	• 
	• 
	apparently materiallyincorrectbased on,ormaterially inconsistentwith,ourknowledgeoftheGroupacquiredinthe course ofperformingouraudit;or 

	• 
	• 
	is otherwise misleading. 


	Wehave no exceptionsto reportarisingfromthis responsibility. 
	RESPONSIBILITIESFOR THEFINANCIALSTATEMENTS AND THE AUDIT Our responsibilities andthose oftheDirectors 
	As explained morefullyinthe StatementofDirectors’ Responsibilitiesset out onpage54,the Directorsareresponsible for the preparation of the Group financialstatements andfor beingsatisfied thattheygive a true and fairview. 
	Our responsibilityisto audit andexpress an opinion ontheGroup financialstatementsinaccordance with applicablelaw andISAs (UK&Ireland).Thosestandards requireustocomplywiththe AuditingPracticesBoard’s EthicalStandardsforAuditors. 
	Thisreport,includingtheopinions, hasbeen preparedfor and onlyfortheCompany’smembers as a bodyin accordance with Chapter3ofPart16ofthe CompaniesAct2006andfor no other responsibilityfor anyother purpose ortoanyotherpersonto whomthis reportis shown orinto whosehandsitmaycome save whereexpresslyagreedbyourpriorconsentin writing. 
	purpose.We do not,ingivingtheseopinions, accept orassume 

	OTHERMATTER 
	Wehave reported separatelyontheparentCompanyfinancial statements ofMarston’s PLCforthe53 week periodended5 October2013andontheinformationintheDirectors’ Remuneration Reportthatisdescribedashavingbeenaudited. 
	MarkSmith(SeniorStatutoryAuditor) 
	for and on behalf of PricewaterhouseCoopers LLP CharteredAccountants andStatutoryAuditors Birmingham 28 November 2013 
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	GROUP INCOME STATEMENT 
	GROUP INCOME STATEMENT 
	GROUP INCOME STATEMENT 
	Forthe53 weeks ended5October2013 

	Table
	TR
	Note 
	Before exceptional items £m 
	2013 Exceptional items £m 
	Tot al £m 
	Before exceptional items £m 
	2012 Exceptional items £m 
	Total £m 

	Revenue Operatingexpenses* 
	Revenue Operatingexpenses* 
	2, 3 3, 4 
	782.9 (614.6) 
	– (21.6) 
	782.9 (636.2) 
	719.7 (561.8) 
	– (215.1) 
	719.7 (776.9) 

	Operating profit/(loss) Finance costs Finance income Movementin fair value ofinterestrate swaps Net finance costs 
	Operating profit/(loss) Finance costs Finance income Movementin fair value ofinterestrate swaps Net finance costs 
	2 6 6 4, 6 4, 6 
	168.3 (82.3) 2.4 – (79.9) 
	(21.6) (0.5) – 3.5 3.0 
	146.7 (82.8) 2.4 3.5 (76.9) 
	157.9 (70.8) 0.7 – (70.1) 
	(215.1) (26.2) 15.1 2.9 (8.2) 
	(57.2) (97.0) 15.8 2.9 (78.3) 

	Profit/(loss)before taxation Taxation 
	Profit/(loss)before taxation Taxation 
	4, 7 
	88.4 (18.4) 
	(18.6) 7.2 
	69.8 (11.2) 
	87.8 (17.9) 
	(223.3) 43.1 
	(135.5) 25.2 

	Profit/(loss)for theperiodattributable to equity shareholders 
	Profit/(loss)for theperiodattributable to equity shareholders 
	70.0 
	(11.4) 
	58.6 
	69.9 
	(180.2) 
	(110.3) 

	Earnings/(loss)per share: Basic earnings/(loss)per share Basic earnings per share before exceptionalitems Diluted earnings/(loss)per share Diluted earnings per share before exceptionalitems 
	Earnings/(loss)per share: Basic earnings/(loss)per share Basic earnings per share before exceptionalitems Diluted earnings/(loss)per share Diluted earnings per share before exceptionalitems 
	9 9 9 9 
	10.3p 12.3p 10.2p 12.2p 
	(19.4)p 12.3p (19.4)p 12.2p 



	GROUP STATEMENT OF COMPREHENSIVE INCOME 
	GROUP STATEMENT OF COMPREHENSIVE INCOME 
	Forthe53 weeksended5October2013 
	Forthe53 weeksended5October2013 
	2013 2012 £m £m 

	Profit/(loss)for the period 
	Profit/(loss)for the period 
	Profit/(loss)for the period 
	58.6 
	(110.3) 

	Items of other comprehensive income thatmay subsequently be reclassifiedto profit or loss 
	Items of other comprehensive income thatmay subsequently be reclassifiedto profit or loss 

	Gains/(losses) arising on cashflow hedges 
	Gains/(losses) arising on cashflow hedges 
	24.9 
	(54.7) 

	Transfers to the income statement on cashflow hedges 
	Transfers to the income statement on cashflow hedges 
	24.7 
	21.5 

	Tax on items thatmay subsequentlybe reclassifiedto profit or loss 
	Tax on items thatmay subsequentlybe reclassifiedto profit or loss 
	(15.0) 
	5.0 

	TR
	34.6 
	(28.2) 

	Items of other comprehensive income thatwill not be reclassified to profit or loss 
	Items of other comprehensive income thatwill not be reclassified to profit or loss 

	Actuarialgains/(losses) on retirementbenefits 
	Actuarialgains/(losses) on retirementbenefits 
	3.6 
	(45.2) 

	Unrealised surplus on revaluation ofproperties* 
	Unrealised surplus on revaluation ofproperties* 
	2.1 
	329.9 

	Reversalofpastrevaluation surplus* 
	Reversalofpastrevaluation surplus* 
	– 
	(136.9) 

	Tax on items thatwill notbe reclassifiedto profitor loss 
	Tax on items thatwill notbe reclassifiedto profitor loss 
	14.7 
	(31.9) 

	TR
	20.4 
	115.9 

	Other comprehensive income for the period 
	Other comprehensive income for the period 
	55.0 
	87.7 

	Total comprehensive income/(expense)for the period 
	Total comprehensive income/(expense)for the period 
	113.6 
	(22.6) 


	Financial Statements 
	Financial Statements 

	* During the prior period a revaluation of the Group’s freehold and leasehold properties was undertaken, resulting in a net decrease inproperty unrealised surplus on revaluation of £329.9million,and areversalofpast revaluation surplus of £136.9million, were recognised in the revaluation reserve, and a net charge of £214.6million wasrecognisedin theincome statement.Furtherdetailisprovidedin notes4,11,12and 15 to the financialstatements. 
	valuesof£21.6 million.An 
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	GROUP CASH FLOW STATEMENT 
	GROUP CASH FLOW STATEMENT 
	Forthe53 weeks ended5October2013 
	2013 
	2013 
	2013 
	2012 

	Note 
	Note 
	£m 
	£m 

	Operating activities Operatingprofitbefore exceptionalitems 
	Operating activities Operatingprofitbefore exceptionalitems 
	168.3 
	157.9 

	Depreciation andamortisation 
	Depreciation andamortisation 
	35.8 
	40.7 

	EBITDAbefore exceptionalitems 
	EBITDAbefore exceptionalitems 
	204.1 
	198.6 

	Exceptional operatingitems 
	Exceptional operatingitems 
	(20.3) 
	(215.1) 

	EBITDAafter exceptionalitems Workingcapital and non-cash movements Difference between definedbenefitpension contributions paidand amounts charged 
	EBITDAafter exceptionalitems Workingcapital and non-cash movements Difference between definedbenefitpension contributions paidand amounts charged 
	29 
	183.8 8.9 (15.2) 
	(16.5) 210.1 (12.9) 

	Income tax paid 
	Income tax paid 
	(8.1) 
	(12.3) 

	Net cashinflow from operatingactivities 
	Net cashinflow from operatingactivities 
	169.4 
	168.4 

	Investing activities Interest received 
	Investing activities Interest received 
	0.5 
	0.6 

	Sale ofproperty, plant and equipmentand assets heldfor sale 
	Sale ofproperty, plant and equipmentand assets heldfor sale 
	44.7 
	48.3 

	Purchase ofproperty, plant and equipment andintangible assets 
	Purchase ofproperty, plant and equipment andintangible assets 
	(129.8) 

	Movementin other non-current assets 
	Movementin other non-current assets 
	2.8 


	(150.8) 1.5 
	(150.8) 1.5 

	Net cash outflowfrominvestingactivities 
	(104.1) (78.1) Financingactivities 
	Equitydividendspaid 8 
	(33.5) Interest paid (78.3) (73.3) Arrangementcosts ofbankfacilities (0.1) (3.5) Arrangementcosts ofotherlease relatedborrowings (7.0) – Proceeds of ordinaryshare capitalissued 1.1 0.2 Repayment of securitiseddebt 
	(35.3) 
	(22.7) 

	(21.4) Repayment ofbankloans 
	(126.0) Advance ofbankloans 16.0 175.0 Capital element offinanceleases repaid (0.3) – Advance of otherlease relatedborrowings 94.6 – 
	–

	Net cash outflowfromfinancingactivities 
	(32.0) (82.5) Netincreaseincashandcashequivalents 30 33.3 7.8 
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	GROUP BALANCE SHEET 
	GROUP BALANCE SHEET 
	GROUP BALANCE SHEET 
	As at5October2013 

	5 October 2013 
	5 October 2013 
	5 October 2013 
	29 September 2012 

	Note 
	Note 
	£m 
	£m 

	ASSETS 
	ASSETS 

	Non-currentassets Goodwill 
	Non-currentassets Goodwill 
	10 
	224.2 
	224.2 

	Other intangible assets Property, plant and equipment Deferredtax assets 
	Other intangible assets Property, plant and equipment Deferredtax assets 
	11 12 22 
	24.1 2,063.6 47.3 
	23.5 1,995.6 71.4 

	Other non-currentassets 
	Other non-currentassets 
	13 
	12.8 
	14.3 

	TR
	2,372.0 
	2,329.0 


	Current assets Inventories 14 21.5 22.2 
	Trade and other receivables 
	Trade and other receivables 
	Trade and other receivables 
	16 
	69.0 
	62.5 

	Derivative financialinstruments 
	Derivative financialinstruments 
	18 
	6.8 
	13.7 

	Cash andcash equivalents 
	Cash andcash equivalents 
	30 
	94.1 
	60.8 

	TR
	191.4 
	159.2 


	Figure
	Assetsheldfor sale 15 59.9 39.2 
	LIABILITIES Currentliabilities Borrowings 17 (22.7) (21.3) Derivativefinancialinstruments 18 
	(6.8) 

	Figure
	(14.1) Tradeand otherpayables 21 (174.3) (156.9) Currenttaxliabilities (25.9) (23.4) 
	(229.7) (215.7) 
	(229.7) (215.7) 
	Figure


	Non-currentliabilities Borrowings 17 (1,262.4) (1,160.6) Derivativefinancialinstruments 18 
	(134.6) 

	(187.3) Retirementbenefit obligations 25 (5.1) (24.5) Deferredtaxliabilities 22 (135.5) (159.0) Othernon-currentliabilities 23 
	(0.5) 

	(0.6) Provisionsforotherliabilitiesandcharges 24 (13.6) (17.7) 
	Net assets 
	Net assets 
	Net assets 
	(1,551.7) 841.9 
	(1,549.7) 762.0 

	Shareholders’ equity Equity share capital Share premium account Revaluation reserve Capital redemption reserve Hedging reserve Own shares Retainedearnings Totalequity 
	Shareholders’ equity Equity share capital Share premium account Revaluation reserve Capital redemption reserve Hedging reserve Own shares Retainedearnings Totalequity 
	27 28 28 
	44.4 333.8 575.3 (130.9) 107.5 841.9 
	44.3 332.8 560.4 6.8 (129.6) (130.9) 78.2 762.0 


	6.8 (95.0) 
	6.8 (95.0) 

	Thefinancialstatements onpages59to96 were approvedbytheBoardon28November2013andsignedonitsbehalfby: 
	Financial Statements 
	Financial Statements 
	Figure
	RalphFindlay 
	ChiefExecutiveOfficer 28 November 2013 


	GROUP STATEMENT OF CHANGES IN EQUITY 
	GROUP STATEMENT OF CHANGES IN EQUITY 
	Forthe53weeksended5October2013 
	Equity 
	Equity 
	Equity 
	Share 
	Ca pital 

	share 
	share 
	premium 
	Revaluation 
	re demptio 
	Hedging 
	Own 
	Retained 
	Total 

	capital £m 
	capital £m 
	account £m 
	reser ve £m 
	n 
	reserve £m 
	reserve £m 
	shares £m 
	earnings £m 
	equity £m 

	At 30September 2012 
	At 30September 2012 
	44.3 
	332.8 
	560.4 
	6.8 
	(129.6) 
	(130.9) 
	78.2 
	762.0 

	Profitfor the period Actuarialgains 
	Profitfor the period Actuarialgains 
	– – 
	– – 
	– – 
	– – 
	– – 
	– – 
	58.6 3.5 
	58.6 3.5 

	Tax on actuarialgains 
	Tax on actuarialgains 
	– 
	– 
	– 
	– 
	– 
	– 
	(0.9) 
	(0.9) 

	Post-retirement medicalbenefits 
	Post-retirement medicalbenefits 
	– 
	– 
	– 
	– 
	– 
	– 
	0.1 
	0.1 

	Gains on cashflow hedges 
	Gains on cashflow hedges 
	– 
	– 
	– 
	– 
	24.9 
	– 
	– 
	24.9 

	Transfers to the income statement 
	Transfers to the income statement 

	on cash flow hedges 
	on cash flow hedges 
	– 
	– 
	– 
	– 
	24.7 
	– 
	– 
	24.7 

	Tax on hedging reserve movements 
	Tax on hedging reserve movements 
	– 
	– 
	– 
	– 
	(15.0) 
	– 
	– 
	(15.0) 

	Propertyrevaluation 
	Propertyrevaluation 
	– 
	– 
	2.1 
	– 
	– 
	– 
	– 
	2.1 

	Deferredtax on properties 
	Deferredtax on properties 
	– 
	– 
	15.6 
	– 
	– 
	– 
	– 
	15.6 

	Total comprehensive income 
	Total comprehensive income 
	– 
	– 
	17.7 
	– 
	34.6 
	– 
	61.3 
	113.6 


	Share-based payments – – – – – – 0.2 0.2 Tax on share-based payments – – – – – – 0.3 0.3 Issue of shares 0.1 1.0 – – – – – 1.1 Disposalofproperties – – (2.1) – – – 2.1 – Transfertoretained earnings – – (0.7) – – – 0.7 – Dividendspaid – – – – – – (35.3) (35.3) 
	Totaltransactions with owners 
	Totaltransactions with owners 
	Totaltransactions with owners 
	0.1 
	1.0 
	(2.8) 
	– 
	– 
	– 
	(32.0) 
	(33.7) 

	At 5October 2013 
	At 5October 2013 
	44.4 
	333.8 
	575.3 
	6.8 
	(95.0) 
	(130.9) 
	107.5 
	841.9 

	TR
	Equity share 
	Share premium 
	Merger 
	Revaluation 
	Capital re demptio 
	Hedging 
	Own 
	Retained 
	Tot al 

	TR
	capital £m 
	account £m 
	re serve £ m 
	reserve £m 
	n reserve £m 
	reserve £m 
	shares £m 
	earnings £m 
	equity £m 

	At 2October 2011 
	At 2October 2011 
	44.3 
	332.6 
	41.5 
	411.4 
	6.8 
	(101.4) 
	(130.9) 
	213.3 
	817.6 

	Loss for the period 
	Loss for the period 
	– 
	– 
	– 
	– 
	– 
	– 
	– 
	(110.3) 
	(110.3) 

	Actuariallosses 
	Actuariallosses 
	– 
	– 
	– 
	– 
	– 
	– 
	– 
	(45.0) 
	(45.0) 

	Tax on actuariallosses 
	Tax on actuariallosses 
	– 
	– 
	– 
	– 
	– 
	– 
	– 
	10.7 
	10.7 

	Post-retirement medicalbenefits 
	Post-retirement medicalbenefits 
	– 
	– 
	– 
	– 
	– 
	– 
	– 
	(0.2) 
	(0.2) 

	Losses on cash flow hedges 
	Losses on cash flow hedges 
	– 
	– 
	– 
	– 
	– 
	(54.7) 
	– 
	– 
	(54.7) 

	Transfers to the income statement 
	Transfers to the income statement 

	on cash flow hedges 
	on cash flow hedges 
	– 
	– 
	– 
	– 
	– 
	21.5 
	– 
	– 
	21.5 

	Tax on hedging reserve movements 
	Tax on hedging reserve movements 
	– 
	– 
	– 
	– 
	– 
	5.0 
	– 
	– 
	5.0 

	Propertyrevaluation 
	Propertyrevaluation 
	– 
	– 
	– 
	329.9 
	– 
	– 
	– 
	– 
	329.9 

	Propertyimpairment 
	Propertyimpairment 
	– 
	– 
	– 
	(136.9) 
	– 
	– 
	– 
	– 
	(136.9) 

	Deferredtax on properties 
	Deferredtax on properties 
	– 
	– 
	– 
	(42.6) 
	– 
	– 
	– 
	– 
	(42.6) 

	Totalcomprehensiveincome/(expense) 
	Totalcomprehensiveincome/(expense) 
	– 
	– 
	– 
	150.4 
	– 
	(28.2) 
	– 
	(144.8) 
	(22.6) 


	Share-based payments – – – – – – – 0.2 0.2 Tax on share-based payments – – – – – – – 0.1 0.1 Issue of shares – 0.2 – – – – – – 0.2 Disposalofproperties – – – (1.1) – – – 1.1 – Transfertoretained earnings – – (41.5) (0.3) – – – 41.8 – Dividendspaid – – – – – – – (33.5) (33.5) 
	Totaltransactionswith owners – 0.2 (41.5) (1.4) – – – 9.7 (33.0) 
	At29September2012 44.3 332.8 – 560.4 6.8 (129.6) (130.9) 78.2 762.0 
	Furtherdetailin respectoftheGroup’s equityisprovidedin notes27and28tothefinancialstatements. 

	NOTES 
	NOTES 
	NOTES 
	For the 53 weeks ended 5 October 2013 
	1.ACCOUNTINGPOLICIES 
	Basis ofpreparation 

	These consolidated financial statements for the 53 weeks ended 5 October 2013 (2012: 52 weeks ended 29 September 2012) have been prepared in accordance with IFRS and International Financial Reporting Interpretations Committee (IFRIC) and Standing Interpretations Committee (SIC) interpretations adopted by the European Union and with those parts of the Companies Act 2006 applicable to companies reporting under IFRS. The financial statements have been prepared under the historical cost convention as modified b
	New standards andinterpretations 
	New standards andinterpretations 

	The International Accounting Standards Board (IASB) and IFRIC have issued the following new or revised standards and interpretations with an effective date for financial periods beginning on or after the dates disclosed below and therefore after the date of these financial 
	statements: 
	statements: 
	statements: 

	IFRS 1 
	IFRS 1 
	First-time Adoption of International Financial Reporting Standards 

	TR
	Amendments for government loan with a below-market rate of interest when transitioning to IFRS 
	1 January 2013 

	IFRS 7 
	IFRS 7 
	Financial Instruments: Disclosures 

	TR
	Amendments relating to the offsetting of assets and liabilities 
	1 January 2013 

	IFRS 9 
	IFRS 9 
	Financial Instruments: Classification and Measurement 

	TR
	New accounting standard 
	1 January 2015 

	IFRS 10 
	IFRS 10 
	Consolidated Financial Statements 

	TR
	New accounting standard 
	1 January 2013 

	IFRS 11 
	IFRS 11 
	Joint Arrangements 

	TR
	New accounting standard 
	1 January 2013 

	IFRS 12 
	IFRS 12 
	Disclosure of Interests in Other Entities 

	TR
	New accounting standard 
	1 January 2013 

	IFRS 13 
	IFRS 13 
	Fair Value Measurement 

	TR
	New accounting standard 
	1 January 2013 

	IAS 19 
	IAS 19 
	Employee Benefits 

	TR
	Amended standard resulting from the Post-Employment Benefits and Termination Benefits projects 
	1 January 2013 

	IAS 27 
	IAS 27 
	Consolidated and Separate Financial Statements 

	TR
	Reissued as IAS 27 Separate Financial Statements (as amended in 2011) 
	1 January 2013 

	IAS 28 
	IAS 28 
	Investments in Associates 

	TR
	Reissued as IAS 28 Investments in Associates and Joint Ventures (as amended in 2011) 
	1 January 2013 

	IAS 32 
	IAS 32 
	Financial Instruments: Presentation 

	TR
	Amendments relating to the offsetting of assets and liabilities 
	1 January 2014 

	IAS 36 
	IAS 36 
	Impairment of Assets 

	TR
	Amendments arising from Recoverable Amount Disclosures for Non-Financial Assets 
	1 January 2014 

	IAS 39 
	IAS 39 
	Financial Instruments: Recognition and Measurement 

	TR
	Amendments for novations of derivatives 
	1 January 2014 

	IFRIC 20 
	IFRIC 20 
	Stripping Costs in the Production Phase of a Surface Mine 
	1 January 2013 

	IFRIC 21 
	IFRIC 21 
	Levies 
	1 January 2014 


	The IASB have also issued a number of minor amendments to standards as part of their Annual Improvements to IFRS. 
	Adopting the amendments to IAS 19 will require the Group to recognise a single net interest component in respect of its defined benefit pension scheme, calculated by applying the discount rate to the net defined benefit liability/asset. If the Group had adopted the revised standard in the current period there would have been net expense of £2.2 million in respect of the defined benefit pension scheme rather than net income of £0.1 million. 
	The Directors do not anticipate that the adoption of any of the other above new standards or amendments will have a material impact on the Group’s reported income or net assets in the period of adoption. 
	Basis of consolidation 
	Basis of consolidation 

	The consolidated financial statements incorporate the audited financial statements of Marston’s PLC and all of its subsidiary undertakings. The results of new subsidiary undertakings are included in the Group accounts from the date on which control transferred to the Group or, in the case of disposals, up to the effective date of disposal. Transactions between Group companies are eliminated on consolidation. 
	Marston’s PLC Annual Report and Accounts 2013 63 
	Marston’s PLC Annual Report and Accounts 2013 63 
	Financial Statements 

	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	1.ACCOUNTINGPOLICIES CONTINUED 
	The Group has applied the purchase method in accounting for the acquisition of subsidiaries. The cost of an acquisition is measured as the fair value of the consideration paid and deferred. Identifiable assets acquired and liabilities assumed in a business combination are measured initially at their fair values at the acquisition date. Acquisition costs are expensed as incurred. The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired is recorded
	The consolidated financial statements also incorporate the results of Marston’s Issuer PLC, a company set up with the sole purpose of issuing debt secured on assets owned by the Group. The Directors of Marston’s PLC consider this company meets the definition of a special purpose entity under SIC 12 ‘Consolidation – Special Purpose Entities’ and hence for the purpose of the consolidated financial statements it has been treated as a subsidiary undertaking. 
	Revenue and other operatingincome
	Revenue represents the value of goods (principally drink and food) and services (principally accommodation, gaming machines and third party brewing and packaging) supplied to customers, and rents receivable from licensed properties. Revenue from drink, food, accommodation, brewing and packaging is recognised at the point at which the goods or services are provided. Gaming machine income is recognised as earned. Rental income is recognised in the period to which it relates. Revenue is recorded net of discoun
	Operating segments
	For segment reporting purposes the Group is considered to have five distinguishable operating segments, being Destination and Premium, Taverns, Leased, Brewing and Group Services. This mirrors the Group’s internal reporting structure, and reflects the different distribution channels, customer profiles and nature of products and services provided within each segment. An element of Group Services’ costs is allocated to each of the trading segments. 
	The operating segments set out in note 2 are consistent with the internal reporting provided to the chief operating decision maker. For the purposes of IFRS 8 the chief operating decision maker has been identified as the Executive Directors. 
	Acquired businesses are treated as separate reporting segments, where material, until they have been fully integrated with the Group’s operating segments. 
	Exceptionalitems
	Exceptional items are defined as those items that, by virtue of their nature, size or expected frequency, warrant separate additional disclosure in the financial statements in order to fully understand the underlying performance of the Group. As management of the freehold and leasehold property estate is an essential and significant area of the business, the threshold for classification of property related items as exceptional is higher than other items. 
	Intangible assets 
	Intangible assets are carried at cost less accumulated amortisation and any impairment losses. Intangible assets arising on acquisition of subsidiaries are recognised separately from goodwill if the fair value of these assets can be identified separately and measured reliably. 
	Amortisation is calculated on a straight-line basis over the estimated useful life of the intangible asset. Where the useful life of the asset is considered to be indefinite no annual amortisation is provided but the asset is subject to annual impairment reviews. Impairment reviews are carried out more frequently if events or changes in circumstances indicate that the carrying value of an asset may be impaired. 
	The useful lives of the Group’s intangible assets are: 
	Acquired brands Indefinite Lease premiums Life of the lease Computer software 5 to 15 years Development costs 10 years 
	Any impairment of carrying value is charged to the income statement. 
	Researchanddevelopment expenditure 
	All expenditure on the research phase of an internal project is expensed as incurred. 
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	1.ACCOUNTINGPOLICIES CONTINUED 
	1.ACCOUNTINGPOLICIES CONTINUED 

	Development costs are recognised as an intangible asset when the following conditions are met: 
	• 
	• 
	• 
	It is technically feasible to complete the intangible asset so that it will be available for use; 

	• 
	• 
	• 
	Management intends to complete the asset and use or sell it; 

	• 
	• 
	There is an ability to use or sell the asset; 


	• 
	• 
	It can be demonstrated how the asset will generate probable future economic benefits; 

	• 
	• 
	Adequate technical, financial and other resources to complete the development and to use or sell the asset are available; and 

	• 
	• 
	The expenditure attributable to the asset during its development can be reliably measured. 


	Other development expenditure that does not meet these criteria is recognised as an expense as incurred. Development costs previously recognised as an expense are not recognised as an asset in a subsequent period. 
	Goodwill 
	Goodwill 

	Goodwill arising on acquisitions is capitalised and represents the excess of the fair value of the consideration given over the fair value of the identifiable net assets and liabilities acquired. Goodwill is not amortised but instead is reviewed for impairment on an annual basis, or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. Any impairment is recognised immediately in the income statement. 
	For the purposes of impairment testing, goodwill is allocated to cash generating units that are consistent with the Group’s operating segments. 
	Property,plant and equipment 
	Property,plant and equipment 

	• 
	• 
	• 
	Freehold and leasehold properties are initially stated at cost and subsequently at valuation. Plant and machinery and fixtures, fittings, tools and equipment are stated at cost. 

	• 
	• 
	Depreciation is charged to the income statement on a straight-line basis to provide for the cost of the assets less residual value over their useful lives. 

	• 
	• 
	Freehold and long leasehold buildings are depreciated to residual value over 50 years. 

	• 
	• 
	• 
	Short leasehold properties are depreciated over the life of the lease. 


	• 
	• 
	Plant and machinery and fixtures, fittings, tools and equipment are depreciated over periods ranging from 3 to 15 years. 

	• 
	• 
	Own labour and interest costs directly attributable to capital projects are capitalised. 

	• 
	• 
	• 
	Land is not depreciated. 



	Residual values and useful lives are reviewed and adjusted if appropriate at each balance sheet date. 
	Properties are revalued by qualified valuers on a sufficiently regular basis using open market value so that the carrying value of an asset does not differ significantly from its fair value at the balance sheet date. Substantially all of the Group’s properties have been externally valued in accordance with the Royal Institution of Chartered Surveyors’ Red Book. These valuations are performed directly by reference to observable prices in an active market or recent market transactions on arm’s length terms. I
	The estate is reviewed for indication of impairment at each reporting date, using a process focusing on areas of risk and business performance throughout the portfolio to identify any exposure. 
	Impairment losses are charged to the revaluation reserve to the extent that a previous gain has been recorded, and thereafter to the income statement. Surpluses on revaluation are recognised in the revaluation reserve, except to the extent that they reverse previously charged impairment losses, in which case the reversal is recorded in the income statement. 
	Disposals ofproperty,plant and equipment 
	Disposals ofproperty,plant and equipment 

	Profit/loss on disposal of property, plant and equipment represents net sale proceeds less the carrying value of the assets. Any element of the revaluation reserve relating to the property disposed of is transferred to retained earnings at the date of sale. 
	Impairment 
	Impairment 

	If there are indications of impairment or reversal of impairment, an assessment is made of the recoverable amount. An impairment loss is recognised where the recoverable amount is lower than the carrying value of assets, including goodwill. The recoverable amount is the higher of value in use and fair market value less costs to sell. 
	Where there is an indication that any previously recognised impairment losses no longer exist or have decreased, a reversal of the loss is made if there has been a change in the estimates used to determine the recoverable amounts since the last impairment loss was recognised. The carrying amount of the asset is increased to its recoverable amount only up to the carrying amount that would have resulted, net of depreciation or amortisation, had no impairment loss been recognised for the asset in prior periods
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	1.ACCOUNTINGPOLICIES CONTINUED 
	Acquired brands are reviewed for impairment on a portfolio basis. 
	Leases 
	Leases are classified as finance leases if the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee. All other leases are classified as operating leases. 
	The cost of assets held under finance leases is included within property, plant and equipment and depreciation is charged in accordance with the accounting policy for each class of asset concerned. The corresponding capital obligations under these leases are shown as liabilities. The finance charge element of rentals is charged to the income statement and classified within finance costs as incurred. 
	Rental costs under operating leases, including lease incentives, are charged to the income statement on a straight-line basis over the term of the lease. Similarly, income receivable under operating leases is credited to the income statement on a straight-line basis over the term of the lease. 
	Obligations arising from sale and leaseback arrangements with repurchase options that do not fall within the scope of IAS 17 ‘Leases’ are classified as other lease related borrowings and accounted for in accordance with IAS 39 ‘Financial Instruments: Recognition and Measurement’. 
	Inventories 
	Inventories are stated at the lower of cost and net realisable value. Raw materials are valued on a ‘first in, first out’ basis, with the exception of hops which are valued at average cost. Finished goods and work in progress include direct materials, labour and a proportion of attributable overheads. 
	Assetsheldfor sale 
	Assets, typically properties and related fixtures and fittings, are categorised as held for sale when the value of the asset will be recovered through a sale transaction rather than continuing use. This condition is met when the sale is highly probable, the asset is available for immediate sale in its present condition and is being actively marketed. In addition, the Group must be committed to the sale and completion should be expected to occur within one year from the date of classification. Assets held fo
	Financialinstruments 
	The Group classifies its financial assets in one of the following two categories: at fair value through profit or loss and loans and receivables. The Group classifies its financial liabilities in one of the following two categories: at fair value through profit or loss and other financial liabilities. The classification depends on the purpose for which the financial instruments were acquired. Management determines the classification of the Group’s financial instruments at initial recognition. 
	Financialinstruments atfair valuethroughprofitorloss 
	Derivatives are categorised as financial instruments at fair value through profit or loss unless they are designated as part of a hedge relationship. The Group holds no other financial instruments at fair value through profit or loss. 
	Loans andreceivables 
	Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. The Group’s loans and receivables comprise trade receivables, other receivables, trade loans and cash and cash equivalents in the balance sheet. Loans and receivables are carried at amortised cost using the effective interest method. 
	Otherfinancialliabilities 
	Non-derivative financial liabilities are classified as other financial liabilities. The Group’s other financial liabilities comprise borrowings, trade payables and other payables. Other financial liabilities are carried at amortised cost using the effective interest method. 
	Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership. 
	The Group assesses whether there is objective evidence that a financial asset is impaired at each balance sheet date. 
	It is, and has been throughout the period under review, the Group’s policy that no trading in financial instruments shall be undertaken. 
	Derivativefinancialinstruments 
	The only derivative financial instruments that the Group enters into are interest rate swaps. The purpose of these transactions is to manage the interest rate risk arising from the Group’s operations and its sources of finance. 
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	1.ACCOUNTINGPOLICIES CONTINUED 
	1.ACCOUNTINGPOLICIES CONTINUED 

	Derivatives are initially recognised at fair value on the date the derivative contract is entered into and are subsequently remeasured at their fair value at each balance sheet date. The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging instrument. 
	The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in other comprehensive income. The gain or loss relating to the ineffective portion is recognised immediately in the income statement within exceptional finance income or costs. 
	Gains or losses arising from changes in the fair value of derivatives which are not designated as part of a hedging relationship are presented in the income statement within exceptional finance income or costs in the period in which they arise. 
	The fair value of a hedging derivative is classified as a non-current asset or liability when the remaining maturity of the hedged item is more than 12 months and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months. The fair values of derivatives which are not designated as part of a hedging relationship are classified as current assets or liabilities. Accrued interest is recognised separately in current assets or liabilities as appropriate. 
	At the inception of a hedging transaction, the Group documents the relationship between hedging instruments and hedged items, as well as its risk management objectives and strategy for undertaking the hedging transaction. The Group also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items. 
	When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately recognised in the income statement. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to the income statement within exceptional finance income or costs. 
	Amounts that have been recognised in other comprehensive income in respect of cash flow hedges are reclassified from equity to profit and loss as a reclassification adjustment in the same period or periods during which the hedged forecast cash flow affects profit or loss. 
	Tradereceivables andother receivables 
	Tradereceivables andother receivables 

	Trade receivables and other receivables are recognised initially at fair value and subsequently measured at amortised cost less provision for impairment. A provision for impairment of trade receivables and other receivables is established when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation a
	Tradeloans 
	Tradeloans 

	In common with other major brewers, the Group makes trade loans to publicans who purchase the Group’s beer. These trade loans are classified as other non-current assets in the balance sheet and are recognised initially at fair value and subsequently at amortised cost less provision for impairment. Significant trade loans are secured against the property of the loan recipient. 
	Cashandcashequivalents 
	Cashandcashequivalents 

	Cash and cash equivalents include cash in hand and deposits on call with banks. Bank overdrafts are shown within borrowings in current liabilities. For the purpose of the cash flow statement, cash and cash equivalents are as defined above, net of outstanding bank overdrafts. 
	Borrowings 
	Borrowings 

	Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period of the borrowings using the effective interest method. 
	Preference shares are classified as liabilities. The dividends on these preference shares are recognised in the income statement as finance costs. 
	Borrowing costs are recognised as an expense in the period in which they are incurred, except for gross interest costs incurred on the financing of major projects, which are capitalised until the time that the projects are available for use. 
	Financial Statements 
	Financial Statements 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	1.ACCOUNTINGPOLICIES CONTINUED 
	Tradepayablesandotherpayables 
	Trade payables and other payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method. 
	Employeebenefits 
	Pension costs for the Group’s defined benefit pension scheme are determined by the Projected Unit Credit Method, with actuarial calculations being carried out at each period end date. Costs are recognised separately as operating and finance costs in the income statement. Operating costs comprise the current service cost, any income or expenses on settlements or curtailments and past service costs where the benefits have vested. Finance items comprise the interest on scheme liabilities and the expected retur
	Actuarial gains or losses comprising differences between the actual and expected return on scheme assets, changes in scheme liabilities due to experience and changes in actuarial assumptions are recognised in full in the period in which they occur in the statement of comprehensive income. 
	The liability/asset recognised in the balance sheet for the defined benefit pension scheme is the present value of scheme liabilities less the fair value of scheme assets. Where the fair value of scheme assets exceeds the present value of scheme liabilities, the Group recognises an asset at the lower of the fair value of scheme assets less the present value of scheme liabilities, and the total of any cumulative unrecognised past service costs and the present value of any economic benefits available in the f
	Pension costs for the Group’s defined contribution pension schemes are charged to the income statement in the period in which they 
	arise. Post-retirement medical benefits are accounted for in an identical way to the Group’s defined benefit pension scheme. 
	Key managementpersonnel 
	Key management personnel are those who have authority and responsibility for planning, directing and controlling the activities of the Group. In the case of Marston’s PLC, the Directors of the Group are considered to be the only key management personnel. 
	Current anddeferredtax 
	The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date and is measured at the amount expected to be paid to or recovered from the tax authorities. 
	Deferred tax is provided in full, using the liability method, on all differences that have originated but not reversed by the balance sheet date, and which give rise to an obligation to pay more or less tax in the future. Differences are defined as the differences between the carrying value of assets and liabilities and their tax base. 
	Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the assets can be utilised. 
	Deferred tax is calculated using tax rates that are expected to apply when the related deferred tax asset is realised or the deferred tax liability is settled. 
	Provisions 
	Provisions are recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event and it is probable that an outflow of economic benefits will be required to settle the obligation. 
	When valuations of leasehold properties (based on future estimated income streams) give rise to a deficit as a result of onerous lease conditions they are recognised as provisions. These provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The key assumptions used in the discounted cash flow calculation are the discount
	Other contractual property costs are also recorded as provisions as appropriate. 
	Share-based payments 
	The fair value of share-based remuneration at the date of grant is calculated using the Black-Scholes option-pricing model and charged to the income statement on a straight-line basis over the vesting period of the award. The charge to the income statement takes account of the estimated number of shares that will vest. 
	Non-vesting conditions are taken into account when determining the fair value of the Group’s share-based payments, and all cancellations of share-based payments, whether by the Group or by employees, are accounted for in an identical manner with any costs unrecognised at the date of cancellation being immediately accelerated. 
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	1.ACCOUNTINGPOLICIES CONTINUED 
	Ownshares 
	Own shares consist of treasury shares, shares held within a Long Term Incentive Plan (LTIP) and shares held within an Executive Share Option Plan (ESOP), which are used for the granting of shares to applicable employees. 
	Own shares are recognised at cost as a deduction from shareholders’ equity. Subsequent consideration received for the sale of such shares is also recognised in equity, with any difference between the sale proceeds and the original cost being taken to equity. No income or expense is recognised in the performance statements on own share transactions. 
	Dividends 
	Dividends proposed by the Board but unpaid at the period end are recognised in the financial statements when they have been approved by the shareholders. Interim dividends are recognised when paid. 
	Transactionsand balancesheetitemsin aforeign currency 
	Transactions in a foreign currency are translated to sterling using the exchange rate at the date of the transaction. Monetary receivables and payables are remeasured at closing day rates at each balance sheet date. Exchange gains or losses that arise from such remeasurement and on settlement of the transaction are recognised in the income statement. Translation differences for non-monetary assets valued at fair value through profit or loss are reported as part of the fair value gain or loss. Gains or losse
	Key assumptions andsignificantjudgements 
	IFRS requires the Group to make estimates and assumptions that affect the application of policies and reported amounts. Estimates and judgements are continually evaluated and are based on historical experience and other factors including expectations of future events that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. The Group’s key assumptions and significant judgements are in respect of property, plant and equipment, taxation, impairment, retirement
	Property,plantandequipment 
	• 
	• 
	• 
	Valuation of properties (see accounting policy). 

	• 
	• 
	Assets’ useful lives and residual values (see accounting policy). 


	Taxation 
	• Assumptions in respect of the resolution of outstanding corporate and indirect tax matters with HM Revenue & Customs (see accounting policies for current and deferred tax and provisions). 
	Impairment 
	• Assumptions made in the value in use calculation, in particular the pre-tax discount rate applied to cash flow projections and the growth rate used to extrapolate projected cash flows beyond one year budgets (notes 10 and 11). 
	Retirement benefits 
	• 
	• 
	• 
	Actuarial assumptions in respect of the defined benefit pension scheme, which include discount rates, rates of increase in pensionable salaries, rates of increase in pensions, inflation rates, expected returns on scheme assets and life expectancies (note 25). 

	• 
	• 
	Valuation of financial instruments that are not traded in an active market (note 20). 


	Financialinstruments 
	Propertyleaseprovisions 
	• Assumptions made in the discounted cash flow calculation, in particular market rents, vacant periods and discount rates (see accounting policy). 
	Share-basedpayments 
	• 
	• 
	• 
	Inputs to the Black-Scholes option-pricing model, which include dividend yield, expected volatilities and risk free interest rates (note 26). 

	• 
	• 
	Determination of items to be classed as exceptional (see accounting policy). 


	Exceptionalitems 
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	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	2.SEGMENTREPORTING 
	For segment reportingpurposestheGroupis consideredtohavefivedistinguishable operatingsegments asfollows: 
	Segment Revenue 
	DestinationandPremium Food anddrink sales,accommodationandgaming machineincome Taverns Food anddrink sales,rentfromlicensedproperties, accommodationandgaming machineincome Leased Rentfromlicensedpropertiesandgaming machineincome Brewing Drink salesandthirdpartybrewing and packaging GroupServices N/A 
	Inthepriorperiod the Group had fourdistinguishableoperatingsegments being Managed Pubs, Tenantedand Franchised, Brewing and Group Services.TheGrouphasnowrestructuredhowitspuboperationsaremanaged and reported.The fiveoperatingsegmentssetoutabove reflect thisnew structure. The results for the 52 weeksended 29 September2012 havebeen restatedto reflect these revised segments. 
	Transferpricesbetween operating segments are on an arm’slength basis. 
	Destination and 
	Destination and 

	Group Premium Taverns Leased Brewing Services Group 53 weeksended5 October 2013 £m £m £m £m £m £m 
	Income statement 
	Income statement 
	Income statement 

	Revenue 
	Revenue 
	349.2 
	250.8 
	55.6 
	171.1 
	– 
	826.7 

	Less:sales to other segments 
	Less:sales to other segments 
	– 
	– 
	– 
	(43.8) 
	– 
	(43.8) 

	TR
	349.2 
	250.8 
	55.6 
	127.3 
	– 
	782.9 

	Operatingexpenses before exceptionalitems 
	Operatingexpenses before exceptionalitems 
	(278.9) 
	(181.3) 
	(29.6) 
	(110.4) 
	(14.4) 
	(614.6) 

	Operatingprofit/(loss)before exceptionalitems 
	Operatingprofit/(loss)before exceptionalitems 
	70.3 
	69.5 
	26.0 
	16.9 
	(14.4) 
	168.3 

	Exceptionalitems 
	Exceptionalitems 
	(6.6) 
	(7.0) 
	(0.2) 
	(7.2) 
	(0.6) 
	(21.6) 


	Operatingprofit/(loss) 63.7 62.5 25.8 9.7 
	146.7 Finance costs 
	(82.8) Financeincome 
	2.4 Movementinfair value ofinterestrate swaps 
	3.5 
	3.5 

	Profitbeforetaxation 
	69.8 Taxation 
	(11.2) 
	(11.2) 

	Profitfortheperiodattributabletoequityshareholders 
	58.6 
	58.6 

	Balance sheet 
	(15.0) 
	Segment assets 1,057.7 849.6 348.7 180.8 38.3 2,475.1 
	Unallocated assets Deferredtax assets 
	47.3 Derivativefinancialinstruments 
	6.8 Cash andcash equivalents 
	94.1 Total assets 
	2,623.3 
	2,623.3 

	Figure
	Segmentliabilities (94.0) (20.3) (10.2) (35.1) (28.8) (188.4) 
	Unallocatedliabilities Borrowings 
	(1,285.1) Currenttaxliabilities 
	(25.9) Retirementbenefit obligations 
	(5.1) Deferredtaxliabilities 
	(135.5) Derivativefinancialinstruments 
	(141.4) 
	(141.4) 

	Totalliabilities 
	(1,781.4) 
	(1,781.4) 

	Other segmentinformation 
	Figure
	Capital expenditure 
	Intangible assets 0.2 – – – 1.5 1.7 
	Property,plant and equipment 121.1 23.6 5.7 15.4 6.0 171.8 Amortisationofintangibleassets 0.3 0.2 – – 0.5 1.0 Depreciationofproperty,plant and equipment 14.3 9.3 2.0 8.4 2.1 36.1 
	2.SEGMENTREPORTING CONTINUED 
	2.SEGMENTREPORTING CONTINUED 

	Destination and Group Premium Taverns Leased Brewing Services Group 52 weeksended29 September 2012 (restated) £m £m £m £m £m £m 
	Income statement 
	Income statement 

	Revenue 306.1 241.6 58.3 142.8 – 748.8 Less:salestoothersegments – – – (29.1) – (29.1) 
	Operatingexpenses before exceptionalitems Operatingprofit/(loss)before exceptionalitems Exceptionalitems Operatingprofit/(loss) Finance costs Finance income Movementin fair value ofinterestrate swaps Loss before taxation Taxation Loss for the period attributable to equity sh h ld 
	Operatingexpenses before exceptionalitems Operatingprofit/(loss)before exceptionalitems Exceptionalitems Operatingprofit/(loss) Finance costs Finance income Movementin fair value ofinterestrate swaps Loss before taxation Taxation Loss for the period attributable to equity sh h ld 
	Operatingexpenses before exceptionalitems Operatingprofit/(loss)before exceptionalitems Exceptionalitems Operatingprofit/(loss) Finance costs Finance income Movementin fair value ofinterestrate swaps Loss before taxation Taxation Loss for the period attributable to equity sh h ld 
	306.1 (249.3) 56.8 (33.9) 22.9 
	241.6 (168.4) 73.2 (154.3) (81.1) 
	58.3 (32.3) 26.0 (22.2) 3.8 
	113.7 (97.3) 16.4 (3.7) 12.7 
	– (14.5) (14.5) (1.0) (15.5) 
	719.7 (561.8) 157.9 (215.1) (57.2) (97.0) 15.8 2.9 (135.5) 25.2 (110.3) 

	Balance sheet Segment assets 
	Balance sheet Segment assets 
	946.4 
	869.4 
	350.7 
	176.9 
	38.1 
	2,381.5 

	Unallocated assets Deferredtax assets Derivative financialinstruments Cash andcash equivalents Total assets 
	Unallocated assets Deferredtax assets Derivative financialinstruments Cash andcash equivalents Total assets 
	71.4 13.7 60.8 2,527.4 

	Segmentliabilities 
	Segmentliabilities 
	(89.4) 
	(20.9) 
	(10.4) 
	(32.5) 
	(22.0) 
	(175.2) 

	Unallocatedliabilities Borrowings Currenttax liabilities Retirementbenefit obligations Deferredtax liabilities Derivative financialinstruments Totalliabilities 
	Unallocatedliabilities Borrowings Currenttax liabilities Retirementbenefit obligations Deferredtax liabilities Derivative financialinstruments Totalliabilities 
	(1,181.9) (23.4) (24.5) (159.0) (201.4) (1,765.4) 


	Other segmentinformation 
	Other segmentinformation 
	Capital expenditure 

	Intangible assets 0.3 0.4 – 0.1 – 0.8 
	Property,plant and equipment 81.9 34.0 3.6 8.0 4.0 131.5 Amortisationofintangibleassets 0.3 0.3 – – 0.4 1.0 Depreciationofproperty,plant and equipment 14.0 12.9 2.7 8.1 2.0 39.7 Revaluation/impairment ofproperties 
	Income statement (33.9) (154.3) (22.2) (3.7) (0.5) (214.6) 
	Revaluation reserve 202.9 (58.3) 42.9 1.3 4.2 193.0 
	Geographical areas 
	Geographical areas 

	RevenuegeneratedoutsidetheUnitedKingdomduringtheperiodwas£3.5million(2012:£3.3million). 
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	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	3. REVENUE AND OPERATINGEXPENSES 
	3. REVENUE AND OPERATINGEXPENSES 
	3. REVENUE AND OPERATINGEXPENSES 

	Revenue 
	Revenue 
	2013 £m 
	2012 £m 

	Goods 
	Goods 
	722.3 
	657.9 

	Services 
	Services 
	60.6 
	61.8 

	TR
	782.9 
	719.7 

	Revenue from services includes rents receivable from licensedproperties of£24.3 million (2012:£28.2 million). 
	Revenue from services includes rents receivable from licensedproperties of£24.3 million (2012:£28.2 million). 

	TR
	2013 
	2012 

	Operating expenses 
	Operating expenses 
	£m 
	£m 


	Changeinstocksoffinishedgoodsand workinprogress 0.6 (2.4) Own work capitalised (3.9) (2.7) Other operatingincome (8.7) (7.2) Raw materials, consumables andexciseduties 268.9 239.4 Depreciation ofproperty,plant and equipment 36.1 39.7 Amortisation ofintangible assets 1.0 1.0 Employee costs 166.6 154.1 Hire ofplantand machinery 0.8 0.8 Other operatinglease rentals 11.2 10.5 Income from other non-current assets (0.4) Impairment of freehold and leasehold properties 
	(0.3) (2.5) 

	215.1 Other netoperating charges 166.4 129.0 
	636.2 776.9 
	636.2 776.9 

	Anexceptional chargeof£4.6million(2012:£nil)isincludedinemployeecosts,anexceptional chargeof£1.3million(2012: £nil)is includedindepreciation ofproperty,plantandequipmentandanexceptional charge of£15.7million(2012:£nil) is includedin other net operating charges. 
	Impairment of freehold and leaseholdpropertiesof £215.1 millionwas recognisedas anexceptional item in the priorperiod. 
	2013 2012 PricewaterhouseCoopersLLP fees: £m £m 
	FeespayabletotheCompany’sAuditorsforthe auditoftheCompany’s annualaccounts 0.1 0.2 
	FeespayabletotheCompany’sAuditorsfor other servicestotheGroup: The auditoftheCompany’s subsidiaries 
	0.1 Audit relatedassurance services 0.1 0.1 
	0.1 

	0.3 0.4 
	0.3 0.4 

	4. EXCEPTIONALITEMS 
	4. EXCEPTIONALITEMS 
	4. EXCEPTIONALITEMS 

	TR
	2013 
	2012 

	TR
	£m 
	£m 


	Operating items 
	Figure
	Reorganisation and non-core estatedisposalcosts 10.8 – Write-offof cellar equipment 4.9 – Recognition ofprovisionfor repayment ofRank refunds received 5.9 Impairment of freehold and leasehold properties – 215.1 
	–

	21.6 215.1 
	21.6 215.1 

	Non-operating items Interest on Rankrefunds 0.5 Write-offof unamortised finance costs – 2.8 Interest on outstanding tax liabilities – 3.7 Transfer of cumulativehedginglossfrom equitytotheincome statement – 0.8 Gain on recognition ofinterest rate swaps – (15.1) Loss on recognition ofinterestrate swaps – 18.9 
	–

	Figure
	Movementinfair value ofinterestrate swaps (3.5) (2.9) 
	(3.0) 8.2 
	(3.0) 8.2 
	18.6 223.3 

	4.EXCEPTIONALITEMS CONTINUED 
	4.EXCEPTIONALITEMS CONTINUED 
	Reorganisationandnon-coreestatedisposal costs 

	During the current period the Group restructured both its pub estate and its operating segments. An exceptional charge of £10.8 million, including the net loss on disposal of non-core properties, was recognised during the period in respect of this. 
	Write-off of cellar equipment 
	Write-off of cellar equipment 

	As part of a review of its fixed asset register the Group identified various items of cellar equipment which it assessed were no longer in use by the business and which would not have been utilised in the current period. These assets were subsequently written off with the charge and depreciation for the period shown as an exceptional item. 
	Rank refunds 
	Rank refunds 

	In previous periods the Group received refunds totalling £5.9 million from HM Revenue & Customs (HMRC). This followed Tribunal/Court of Appeal hearings involving The Rank Group Plc (‘Rank’), which concluded that there had been a breach of fiscal neutrality in the treatment of gaming machine income as liable to UK VAT. HMRC issued protective assessments to recover the repayments pending the result of further Court hearings. On 30 October 2013 the Court of Appeal found in favour of HMRC and as such it is like
	Movementinfair valueofinterestrateswaps 
	Movementinfair valueofinterestrateswaps 

	The Group’s interest rate swaps are revalued to fair value at each balance sheet date. The movement in fair value of interest rate swaps which are not designated as part of a hedge relationship, and the ineffective portion of the movement in fair value of interest rate swaps which are accounted for as hedging instruments are both recognised in the income statement. The net gain of £3.5 million (2012: £2.9 million) is shown as an exceptional item. 
	Impact oftaxation 
	Impact oftaxation 

	The current tax credit relating to the above exceptional items amounts to £1.8 million (2012: £3.0 million). The deferred tax credit relating to the above exceptional items amounts to £2.3 million (2012: £38.0 million). In addition, £3.1 million (2012: £2.1 million) has been credited as exceptional in relation to the change in corporation tax rate (note 7). 
	Priorperiodexceptionalitems 
	Priorperiodexceptionalitems 

	At 1 July 2012 the Group’s freehold and leasehold properties were revalued by independent chartered surveyors on an open market value basis. The resulting revaluation adjustments were taken to the revaluation reserve or income statement as appropriate. The amount recognised in the income statement comprised: 
	2012 
	2012 
	£m 

	Impairment of other intangible assets (note 11) 0.8 Impairment of property, plant and equipment (note 12) 214.5 Reversal of impairment of property, plant and equipment (note 12) (1.9) Impairment of assets held for sale (note 15) 1.2 Valuation fees 0.5 
	215.1 
	215.1 

	During the prior period the Group entered into a new bank facility. As such the unamortised finance costs relating to the previous facility were written off. 
	During the prior period the Group recognised the interest on outstanding tax liabilities in respect of a number of tax issues under negotiation with HMRC. 
	The Group held an interest rate swap of £20.0 million which was designated as a cash flow hedge of the forecast floating rate interest payments arising on the first £20.0 million of borrowings under the Group’s previous bank facility. As the Group entered into a new bank facility in the prior period, these forecast transactions were no longer expected to occur. Therefore the cumulative hedging loss of £0.8 million that had been reported in equity was transferred to the income statement. 
	On 22 March 2012 the Group entered into four new fixed-to-floating interest rate swaps of £35.0 million each. In total, these swaps were equal and opposite to the two existing floating-to-fixed interest rate swaps of £70.0 million each, which the Group entered into in order to fix the interest rate payable on the Group’s unsecured bank borrowings. The total fair value of the four new swaps at inception was £15.1 million. 
	On 22 March 2012 the Group also entered into two new floating-to-fixed interest rate swaps of £60.0 million each. Going forward these swaps will fix the interest rate on the Group’s unsecured bank borrowings. In total, the fair value of these two new swaps at inception was £(18.9) million. 
	Further details in respect of these swaps are given in note 20. 
	Further details in respect of these swaps are given in note 20. 
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	5. EMPLOYEES 
	2013 2012 
	2013 2012 

	£m £m 
	Employeecosts 

	Wages and salaries 148.1 139.8 Social security costs 10.9 10.1 Pension costs 4.4 3.9 Share-based payments 0.2 0.2 Termination costs 3.0 0.1 
	166.6 154.1 
	166.6 154.1 

	An exceptional charge of£4.6million(2012:£nil)isincludedin employee costs. 
	2013 2012 
	2013 2012 

	Number Number Bar staff 10,611 10,176 Management,administration andproduction 2,117 2,113 
	Averagemonthly numberofemployees 

	Keymanagementpersonnel 
	Directors’emolumentsareset outinthe Directors’ Remuneration Report onpages38 to53.Thetotal costtotheGroup of the Directors’ remunerationfortheperiod was£2.1 million(2012:£2.3 million),including employers’ nationalinsurance,pension costs and share-based payments. 
	6. FINANCECOSTSANDINCOME 
	2013 2012
	2013 2012

	£m £m 
	Financecosts 

	Bankborrowings 14.1 11.4 Securitiseddebt 61.8 57.5 Financeleases 0.8 – Otherlease relatedborrowings 3.4 – Otherinterestpayable 2.2 1.9 
	82.3 70.8 
	82.3 70.8 

	Exceptionalfinancecosts Interest on Rankrefunds 0.5 Write-offof unamortised finance costs – 2.8 Interest on outstanding tax liabilities – 3.7 Transfer of cumulativehedginglossfrom equitytotheincome statement – 0.8 
	–

	Sect
	Figure

	Loss on recognition ofinterestrate swaps – 18.9 
	0.5 26.2 
	0.5 26.2 

	Totalfinance costs 
	Totalfinance costs 
	Totalfinance costs 
	82.8 
	97.0 

	Finance income 
	Finance income 

	Deposit and other interest receivable Netfinance income in respect ofretirementbenefits 
	Deposit and other interest receivable Netfinance income in respect ofretirementbenefits 
	(1.7) (0.7) 
	(0.2) (0.5) 

	TR
	(2.4) 
	(0.7) 

	Exceptionalfinance income 
	Exceptionalfinance income 

	Gain on recognition ofinterest rate swaps 
	Gain on recognition ofinterest rate swaps 
	– 
	(15.1) 

	TR
	– 
	(15.1) 

	Totalfinance income 
	Totalfinance income 
	(2.4) 
	(15.8) 

	Movement in fair value ofinterestrate swaps Gain on movementin fair value ofinterest rate swaps 
	Movement in fair value ofinterestrate swaps Gain on movementin fair value ofinterest rate swaps 
	(10.4) 
	(4.3) 

	Loss on movement in fair value ofinterestrate swaps 
	Loss on movement in fair value ofinterestrate swaps 
	6.9 
	1.4 

	TR
	(3.5) 
	(2.9) 

	Netfinance costs 
	Netfinance costs 
	76.9 
	78.3 


	Deposit and otherinterest receivableincludes£1.5 million(2012:£nil)ofinterestin relationtoincome of£1.7 million(2012:£nil) from a VAT claim, which is included in other operating income. 
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	7. TAXATION 
	7. TAXATION 
	7. TAXATION 

	2013 
	2013 
	2012 

	Income statement 
	Income statement 
	£m 
	£m 

	Current tax 
	Current tax 

	Current period Credit in respect of tax on exceptional items Adjustments in respect of prior periods 
	Current period Credit in respect of tax on exceptional items Adjustments in respect of prior periods 
	13.1 (1.8)(0.5) 
	18.2 (3.0) (1.9) 

	TR
	10.8 
	13.3 

	Deferred tax 
	Deferred tax 

	Current period 
	Current period 
	5.9 
	2.1 

	Adjustments in respect of prior periods 
	Adjustments in respect of prior periods 
	(0.5) 

	Exceptional credit in relation to impairments 
	Exceptional credit in relation to impairments 
	(38.8) 

	Exceptional (credit)/charge in respect of other exceptional items 
	Exceptional (credit)/charge in respect of other exceptional items 
	0.8 

	Exceptional credit in relation to the change in tax rate 
	Exceptional credit in relation to the change in tax rate 
	(2.1) 

	TR
	0.4 
	(38.5) 

	Taxation charge/(credit) reported in the income statement 
	Taxation charge/(credit) reported in the income statement 
	11.2 
	(25.2) 

	TR
	2013 
	2012 

	Statement ofcomprehensiveincome 
	Statement ofcomprehensiveincome 
	£m 
	£m 

	Gains/(losses) on actuarial valuation of retirement benefits Impairment and revaluation of properties Gains/(losses) on cash flow hedges 
	Gains/(losses) on actuarial valuation of retirement benefits Impairment and revaluation of properties Gains/(losses) on cash flow hedges 
	0.8 (1.7) 11.4 
	(11.2) 51.9 (8.3) 

	Deferred tax credit in respect of the change in tax rate 
	Deferred tax credit in respect of the change in tax rate 
	(10.2) 
	(5.5) 

	Taxation charge reported in the statement of comprehensive income 
	Taxation charge reported in the statement of comprehensive income 
	0.3 
	26.9 

	Recogniseddirectlyin equity 
	Recogniseddirectlyin equity 
	2013 £m 
	2012 £m 

	Tax on share-based payments 
	Tax on share-based payments 
	(0.3) 
	(0.1) 


	(0.1) –(2.3) (3.1) 
	(0.1) –(2.3) (3.1) 

	The actual tax rate for the period is lower (2012: higher) than the standard rate of corporation tax of 23.5% (2012: 25%). The differences are explained below: 
	Taxation credit recognised directly in equity 
	Taxation credit recognised directly in equity 
	Taxation credit recognised directly in equity 
	(0.3) 
	(0.1) 

	TR
	2013 
	2012 

	Tax reconciliation 
	Tax reconciliation 
	£m 
	£m 

	Profit/(loss) before tax 
	Profit/(loss) before tax 
	69.8 
	(135.5) 

	Profit/(loss) before tax multiplied by the corporation tax rate of 23.5% (2012: 25%) 
	Profit/(loss) before tax multiplied by the corporation tax rate of 23.5% (2012: 25%) 
	(33.9) 

	Effect of: 
	Effect of: 

	Adjustments to tax in respect of prior periods Net deferred tax (credit)/charge in respect of land and buildings Costs not deductible for tax purposes 
	Adjustments to tax in respect of prior periods Net deferred tax (credit)/charge in respect of land and buildings Costs not deductible for tax purposes 
	(0.6) 0.4 
	(2.4) 12.8 0.4 

	Impact of change in tax rate 
	Impact of change in tax rate 
	(3.1) 
	(2.1) 

	Current period taxation charge/(credit) 
	Current period taxation charge/(credit) 
	11.2 
	(25.2) 


	(1.9) 
	(1.9) 
	16.4 

	The March 2012 Budget announced that the standard rate of corporation tax would change from 26% to 24% with effect from 1 April 2012. Accordingly, the Group’s losses for the prior period were taxed at an effective rate of 25%. The Budget also announced a further reduction in the standard rate of corporation tax from 24% to 22% phased in over two years at 1% per annum from April 2013. The change from 24% to 23% with effect from 1 April 2013 was enacted in the Finance Act 2012 in July 2012. As such an excepti
	The December 2012 Autumn Statement announced that the standard rate of corporation tax would now change from 23% to 21% with effect from 1 April 2014. The March 2013 Budget then announced that the standard rate of corporation tax would change from 21% to 20% with effect from 1 April 2015. These changes were both enacted in the Finance Act 2013 in July 2013. An exceptional deferred tax credit of £3.1 million was recognised in the current period in respect of this. 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	8. ORDINARY DIVIDENDSON EQUITY SHARES 
	8. ORDINARY DIVIDENDSON EQUITY SHARES 
	8. ORDINARY DIVIDENDSON EQUITY SHARES 

	2013 
	2013 
	2012 

	Paidin the period 
	Paidin the period 
	£m 
	£m 

	Final dividend for 2012 of 3.90p per share (2011: 3.70p) Interim dividend for 2013 of 2.30p per share (2012: 2.20p) 
	Final dividend for 2012 of 3.90p per share (2011: 3.70p) Interim dividend for 2013 of 2.30p per share (2012: 2.20p) 
	22.2 13.1 
	21.0 12.5 

	TR
	35.3 
	33.5 


	A final dividend for 2013 of 4.10p per share amounting to £23.4 million has been proposed for approval at the Annual General Meeting, but has not been reflected in the financial statements. 
	This dividend will be paid on 3 February 2014 to those shareholders on the register at close of business on 20 December 2013. 
	9. EARNINGS PERORDINARY SHARE 
	Basic earnings per share are calculated by dividing the profit/(loss) attributable to equity shareholders by the weighted average number of ordinary shares in issue during the period, excluding treasury shares and those held in the Executive Share Option Plan and the Long Term Incentive Plan. 
	For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive 
	potential ordinary shares. These represent share options granted to employees where the exercise price is less than the weighted average market price of 
	Underlying earnings per share figures are presented to exclude the effect of exceptional items. The Directors consider that the the supplementary figures are a useful indicator of performance. Company’s shares during the period. 
	2013 
	2013 
	2013 
	2012 

	TR
	Per share 
	Per share 

	Earnings 
	Earnings 
	amount 
	Earnings 
	amount 

	£m 
	£m 
	p 
	£m 
	p 


	Basic earnings/(loss) per share 
	Basic earnings/(loss) per share 
	Basic earnings/(loss) per share 
	58.6 
	10.3 
	(110.3) 
	(19.4) 

	Diluted earnings/(loss) per share* 
	Diluted earnings/(loss) per share* 
	58.6 
	10.2 
	(110.3) 
	(19.4) 

	Underlyingearnings per share figures Basic earnings per share before exceptional items 
	Underlyingearnings per share figures Basic earnings per share before exceptional items 
	70.0 
	12.3 
	69.9 
	12.3 

	Diluted earnings per share before exceptional items 
	Diluted earnings per share before exceptional items 
	70.0 
	12.2 
	69.9 
	12.2 

	* The 2012 diluted earnings per share is the same as the basic earnings per share as the inclusion of the dilutive potential ordinary 
	* The 2012 diluted earnings per share is the same as the basic earnings per share as the inclusion of the dilutive potential ordinary 

	shares would reduce the loss per share and as such is not dilutive in accordance with IAS 33 ‘Earnings per Share’. 
	shares would reduce the loss per share and as such is not dilutive in accordance with IAS 33 ‘Earnings per Share’. 

	TR
	2013 
	2012 

	TR
	m 
	m 

	Basic weighted average number of shares Dilutive options 
	Basic weighted average number of shares Dilutive options 
	569.4 5.1 
	568.9 4.6 

	Diluted weighted average number of shares 
	Diluted weighted average number of shares 
	574.5 
	573.5 
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	10. GOODWILL 
	10. GOODWILL 
	10. GOODWILL 
	£m 

	Cost 
	Cost 

	At 30 September 2012 and 5 October 2013 
	At 30 September 2012 and 5 October 2013 
	225.3 


	Aggregateimpairment 
	Aggregateimpairment 

	At 30 September 2012 and 5 October 2013 
	At 30 September 2012 and 5 October 2013 
	At 30 September 2012 and 5 October 2013 
	1.1 

	Net book amount at 29 September 2012 
	Net book amount at 29 September 2012 
	224.2 

	Netbook amount at5October 2013 
	Netbook amount at5October 2013 
	224.2 


	£m 
	£m 
	Cost 

	At 2 October 2011 and 29 September 2012 225.3 
	Aggregateimpairment 
	Aggregateimpairment 

	At 2 October 2011 and 29 September 2012 1.1 
	Net book amount at 1 October 2011 224.2 
	Netbook amount at29September2012 224.2 
	Impairmenttesting ofgoodwill 
	Impairmenttesting ofgoodwill 

	Goodwill has been allocated across the operating segments, and the value of the recoverable amounts allocated to those segments has been estimated and compared to the carrying amounts. Recoverable amounts are determined based on the higher of value in use and fair value less costs to sell. 
	At 29 September 2012 the carrying amount of goodwill was allocated £115.2 million to Managed Pubs, £85.4 million to Tenanted and Franchised and £23.6 million to Brewing. The Group’s operating segments were revised in the current period and, as such, at 5 October 2013 the carrying value of goodwill has been allocated £87.5 million to Destination and Premium, £86.6 million to Taverns, £26.5 million to Leased and £23.6 million to Brewing. Goodwill has been allocated to operating segments based on the extent to
	The key assumptions used in determining value in use are the pre-tax discount rate applied to the cash flow projections of 7.5% (2012: 6.0%) and the growth rate used to extrapolate the projected cash flows beyond the one year budgets of 2.0% (2012: 2.0%) in line with an expected long-term growth rate which is below the long-term average growth rate for the industry. Risk factors are considered to be similar in each of the Group’s operating segments. 
	Other commercial assumptions relate to market growth, market share and net selling prices. These assumptions are based on historic trends adjusted for management estimates of future prospects. These estimates take account of economic forecasts, marketing plans, political factors and assessments of competitors’ strategy. 
	The above impairment tests demonstrated that the Group had substantial levels of headroom and as such no impairment of goodwill was required in the current or prior period. 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	11.OTHERINTANGIBLEASSETS 
	Acquired 
	Acquired 
	Acquired 
	Lease 
	Computer 
	Development 

	brands 
	brands 
	premiums 
	software 
	costs 
	Total 

	£m 
	£m 
	£m 
	£m 
	£m 
	£m 


	Cost 
	At 30 September 2012 19.3 2.0 7.3 0.1 28.7 Additions – – 1.7 – 1.7 Net transfers to assets held for sale and disposals – – (0.2) – (0.2) 
	At5October2013 19.3 2.0 8.8 0.1 30.2 
	Amortisation 
	At 30 September 2012 – 1.4 3.8 – 5.2 Charge for the period – – 1.0 – 1.0 Net transfers to assets held for sale and disposals – – (0.1) – (0.1) 
	At5October2013 – 1.4 4.7 – 6.1 
	Net book amount at 29 September 2012 19.3 0.6 3.5 0.1 23.5 
	Netbook amountat5October2013 19.3 0.6 4.1 0.1 24.1 
	Acquired brands are initially recognised at their fair value on acquisition. Given the anticipated level of investment in acquired brands, and there being no legal or regulatory limits to their useful lives, they are regarded as having indefinite useful lives and no annual amortisation is provided. 
	Lease premiums classified as intangible assets are those acquired with new subsidiaries. 
	Acquired Lease Computer Development 
	brands premiums software costs Tot al 
	£m £m £m£m £m 
	£m £m £m£m £m 

	Cost 
	At 2 October 2011 19.3 2.0 6.7 0.1 28.1 Additions – – 0.8 – 0.8 Net transfers to assets held for sale and disposals – – (0.2) – (0.2) 
	At29September2012 19.3 2.0 7.3 0.1 28.7 
	Amortisation 
	At 2 October 2011 – 0.5 3.0 – 3.5 Charge for the period – 0.1 0.9 – 1.0 Impairment – 0.8 – – 0.8 Net transfers to assets held for sale and disposals – – (0.1) – (0.1) 
	At29September2012 – 1.4 3.8 – 5.2 
	Net book amount at 1 October 2011 19.3 1.5 3.7 0.1 24.6 
	Netbook amountat29September2012 19.3 0.6 3.5 0.1 23.5 
	The carrying value of acquired brands is split as follows: 
	2013 
	2013 
	2012 
	£m 
	£m 

	Wychwood 13.6 13.6 Jennings 2.8 2.8 Ringwood 2.9 2.9 
	19.3 19.3 
	19.3 19.3 

	Acquired brands relate to Brewing. 
	11. OTHER INTANGIBLE ASSETS CONTINUED Impairment testing ofacquiredbrands 
	11. OTHER INTANGIBLE ASSETS CONTINUED Impairment testing ofacquiredbrands 

	The carrying values of acquired brands are subject to annual impairment reviews on a value in use basis. The recoverable amount of each brand is calculated based on anticipated future income generated by that brand. The key assumptions used in the impairment testing of brands are a pre-tax discount rate of 7.5% (2012: 6.0%) and a long-term growth rate used to extrapolate cash flows beyond the cash flow projection period of one year of 2.0% (2012: 2.0%) in line with an expected long-term growth rate which is
	The above impairment tests demonstrated that the Group had sufficient levels of headroom and as such no impairment of acquired 
	brands was required in the current or prior period. 
	brands was required in the current or prior period. 
	brands was required in the current or prior period. 

	12. PROPERTY, PLANTANDEQUIPMENT 
	12. PROPERTY, PLANTANDEQUIPMENT 
	Land and buildings £m 
	Plantand machinery £m 
	Fixtures, fittings, tools and equipment £m 
	Total £m 


	Cost or valuation 
	Cost or valuation 
	Cost or valuation 

	At 30 September 2012 
	At 30 September 2012 
	1,819.4 
	352.3 
	2,213.7 

	Additions 
	Additions 
	125.4 
	42.0 
	34.8 
	171.8 

	Net transfers to assets held for sale and disposals 
	Net transfers to assets held for sale and disposals 
	(59.5) 
	11.6 
	(76.6) 
	(140.3) 

	Revaluation 
	Revaluation 
	4.3 
	(4.2) – 
	– 
	4.3 

	At 5October 2013 
	At 5October 2013 
	1,889.6 
	49.4 
	310.5 
	2,249.5 

	Depreciation At 30 September 2012 Charge for the period Net transfers to assets held for sale and disposals 
	Depreciation At 30 September 2012 Charge for the period Net transfers to assets held for sale and disposals 
	0. 3 1. 9 – 
	23.4 3.3 
	194.4 30.9 (64.0) 
	218.1 36.1 (68.0) 

	Revaluation 
	Revaluation 
	(0 . 3 ) 
	(4.0) – 
	– 
	(0.3) 

	At 5October 2013 
	At 5October 2013 
	1.9 
	22.7 
	161.3 
	185.9 

	Net book amount at 29 September 2012 
	Net book amount at 29 September 2012 
	1,819.1 
	18.6 
	157.9 
	1,995.6 

	Netbook amountat5October 2013 
	Netbook amountat5October 2013 
	1,887.7 
	26.7 
	149.2 
	2,063.6 

	TR
	Fixtures, 

	TR
	fittings, tools 

	TR
	Land and 
	Plantand 
	and 

	TR
	buildings 
	machinery 
	equipment 
	Total 

	TR
	£m 
	£m 
	£m 
	£m 

	Cost or valuation 
	Cost or valuation 

	At 2 October 2011 
	At 2 October 2011 
	1,819.5 
	40.4 
	351.6 
	2,211.5 

	Additions 
	Additions 
	91.3 
	3.9 
	36.3 
	131.5 

	Net transfers to assets held for sale and disposals 
	Net transfers to assets held for sale and disposals 
	(58.8) 
	(2.3) 
	(35.6) 
	(96.7) 

	Revaluation 
	Revaluation 
	(32.6) 
	– 
	– 
	(32.6) 

	At 29September 2012 
	At 29September 2012 
	1,819.4 
	42.0 
	352.3 
	2,213.7 

	Depreciation 
	Depreciation 

	At 2 October 2011 
	At 2 October 2011 
	13.5 
	22.5 
	186.1 
	222.1 

	Charge for the period 
	Charge for the period 
	2.0 
	3.2 
	34.5 
	39.7 

	Net transfers to assets held for sale and disposals 
	Net transfers to assets held for sale and disposals 
	– 
	(2.3) 
	(28.4) 
	(30.7) 

	Revaluation/impairment 
	Revaluation/impairment 
	(15.2) 
	– 
	2.2 
	(13.0) 

	At 29September 2012 
	At 29September 2012 
	0.3 
	23.4 
	194.4 
	218.1 

	Net book amount at 1 October 2011 
	Net book amount at 1 October 2011 
	1,806.0 
	17.9 
	165.5 
	1,989.4 

	Netbook amountat29September 2012 
	Netbook amountat29September 2012 
	1,819.1 
	18.6 
	157.9 
	1,995.6 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	12. PROPERTY, PLANTANDEQUIPMENT CONTINUED 
	12. PROPERTY, PLANTANDEQUIPMENT CONTINUED 
	12. PROPERTY, PLANTANDEQUIPMENT CONTINUED 

	The net book amount of land and buildings is split as follows: 
	The net book amount of land and buildings is split as follows: 
	2013 
	2012 

	TR
	£m 
	£m 

	Freehold properties Leasehold properties over 50 years unexpired Leasehold properties under 50 years unexpired 
	Freehold properties Leasehold properties over 50 years unexpired Leasehold properties under 50 years unexpired 
	1,652.0 211.4 24.3 
	1,607.3 190.4 21.4 

	TR
	1,887.7 
	1,819.1 

	Cost or valuation of land and buildings comprises: 
	Cost or valuation of land and buildings comprises: 

	TR
	2013 
	2012 

	TR
	£m 
	£m 

	Valuation At cost 
	Valuation At cost 
	1,770.2 119.4 
	1,771.3 48.1 

	TR
	1,889.6 
	1,819.4 


	If the freehold and leasehold properties had not been revalued, the historical cost net book amount would be £1,372.5 million (2012: £1,349.0 million). 
	Cost at 5 October 2013 includes £29.5 million (2012: £28.0 million) of assets in the course of construction. 
	Interest costs of £0.9 million (2012: £nil) were capitalised in respect of the financing of major projects, using the Group’s bank borrowings interest rate. 
	Loss on disposal of property, plant and equipment and assets held for sale was £5.0 million (2012: profit of £2.2 million). 
	Capital expenditure authorised and committed at the period end but not provided for in the financial statements was £10.5 million (2012: £14.9 million). 
	The net book amount of land and buildings held under finance leases at 5 October 2013 was £21.4 million (2012: £nil). The net book amount of land and buildings held as part of sale and leaseback arrangements that do not fall within the scope of IAS 17 ‘Leases’ was £112.0 million (2012: £nil). 
	Revaluation/impairment 
	During the current period various properties were reviewed for impairment and/or material changes in value. These valuation adjustments were recognised in the revaluation reserve or the income statement as appropriate. 
	At 1 July 2012 independent chartered surveyors revalued the Group’s freehold and leasehold properties on an open market value basis. These valuations were incorporated into the financial statements and the resulting revaluation adjustments were taken to the revaluation reserve or income statement as appropriate. 
	The impact of the revaluations/impairments described above is as follows: 
	2013 2012 £m £m 
	2013 2012 £m £m 

	Income statement: 
	Income statement: 
	Income statement: 

	Revaluation loss charged as an impairment 
	Revaluation loss charged as an impairment 
	– 
	(214.5) 

	Reversal of past impairments 
	Reversal of past impairments 
	2.5 
	1.9 

	TR
	2.5 
	(212.6) 

	Revaluation reserve: 
	Revaluation reserve: 

	Unrealised revaluation surplus 
	Unrealised revaluation surplus 
	2.1 
	329.9 

	Reversal of past revaluation surplus 
	Reversal of past revaluation surplus 
	– 
	(136.9) 

	TR
	2.1 
	193.0 

	Net increase/(decrease) in shareholders’ equity/property, plant and equipment 
	Net increase/(decrease) in shareholders’ equity/property, plant and equipment 
	4.6 
	(19.6) 


	13. 
	13. 
	13. 
	OTHER NON-CURRENT ASSETS 

	Trade loans 
	Trade loans 
	2013 £m 
	2012 £m 

	At beginning of the period Additions 
	At beginning of the period Additions 
	14.3 2.1 
	17.1 2.1 

	Disposals, repayments and impairments 
	Disposals, repayments and impairments 
	(3.6) 
	(4.9) 

	At endofthe period 
	At endofthe period 
	12.8 
	14.3 

	Other non-current assets are shown net of a provision of £1.5 million (2012: £1.7 million). 
	Other non-current assets are shown net of a provision of £1.5 million (2012: £1.7 million). 

	14. 
	14. 
	INVENTORIES 

	TR
	2013 
	2012 

	TR
	£m 
	£m 

	Raw materials and consumables 
	Raw materials and consumables 
	5.6 
	5.7 

	Work in progress 
	Work in progress 
	0.6 
	0.5 

	Finished goods 
	Finished goods 
	15.3 
	16.0 

	TR
	21.5 
	22.2 


	15. ASSETSHELD FORSALE 
	15. ASSETSHELD FORSALE 
	2012 £m 

	Properties 39.2 
	2013 £m 59.9 
	During the current and prior period, all properties classed as held for sale were reviewed for impairment. This review identified an impairment of £nil (2012: £1.2 million) which was taken to the income statement. 
	16.TRADEANDOTHERRECEIVABLES 
	16.TRADEANDOTHERRECEIVABLES 
	2013 2012 £m £m 

	Trade receivables 28.6 27.1 Prepayments and accrued income 25.7 20.3 Other receivables 14.7 15.1 
	69.0 62.5 
	69.0 62.5 

	Trade receivables are shown net of a provision of £0.7 million (2012: £0.9 million). Other receivables are shown net of a provision of £4.3 million (2012: £5.4 million). 
	The ageing analysis of trade receivables is as follows: 
	The ageing analysis of trade receivables is as follows: 
	2013 2012 £m £m 

	Neither past due nor impaired 22.5 19.1 Less than 30 days 2.4 4.5 31 to 60 days 0.7 0.8 Greater than 60 days 3.0 2.7 
	28.6 27.1 
	28.6 27.1 

	Included within other receivables is an amount of £6.2 million (2012: £6.8 million), net of provision, which relates to amounts due from tenants of licensed properties. A significant proportion of this balance is greater than 60 days old. 
	All of the Group’s trade receivables are denominated in pounds sterling. 
	Included within trade receivables are balances which are past due at the balance sheet date but have not been provided for, as these are considered to be recoverable. These balances relate to established customers for whom there is no recent history of default. Trade receivables that are less than three months past due are not generally considered impaired unless there is objective evidence that the Group will not be able to collect all amounts due according to the original terms of the receivables. 
	At 5 October 2013 the value of collateral held in the form of cash deposits was £8.5 million (2012: £8.5 million). 
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	17. BORROWINGS 
	17. BORROWINGS 
	17. BORROWINGS 

	Current 
	Current 
	2013 £m 
	2012 £m 

	Unsecured bank borrowings Securitised debt 
	Unsecured bank borrowings Securitised debt 
	23.4 
	(0.8) 22.1 

	Finance leases 
	Finance leases 
	0.1 
	– 

	TR
	22.7 
	21.3 

	TR
	2013 
	2012 

	Non-current 
	Non-current 
	£m 
	£m 

	Unsecured bank borrowings Securitised debt 
	Unsecured bank borrowings Securitised debt 
	189.6 964.2 
	172.9 987.6 

	Finance leases 
	Finance leases 
	20.8 
	– 

	Other lease related borrowings 
	Other lease related borrowings 
	87.7 
	– 

	Preference shares 
	Preference shares 
	0.1 
	0.1 

	TR
	1,262.4 
	1,160.6 


	(0.8) 
	(0.8) 

	Unsecured bank borrowings due within one year represent unamortised issue costs expected to be charged to the income statement within 12 months of the balance sheet date. 
	Other lease related borrowings represent amounts due under sale and leaseback arrangements that do not fall within the scope of IAS 17 ‘Leases’. 
	All of the Group’s borrowings are denominated in pounds sterling. There were no instances of default, including covenant terms, in either the current or prior period. 
	Maturity of borrowings 
	The maturity profile of the carrying amount of the Group’s borrowings at the period end was as follows: 
	2 Unamortised Net Gross Unamortised Net 
	Figure

	0 issue costs borrowings borrowings issue costs borrowings 
	1 
	1 
	3 
	2012 

	Grossborrowings £m £m £m £m£m £m 
	Due: 

	Within one year 24.1 (1.4) 22.7 22.7 (1.4) 21.3 In more than one year but less than two years 25.5 (1.4) 24.1 199.0 (1.4) 197.6 In more than two years but less than five years 276.5 (2.5) 274.0 80.5 (3.0) 77.5 In more than five years 976.1 (11.8) 964.3 891.2 (5.7) 885.5 
	1,302.2 (17.1) 1,285.1 1,193.4 (11.5) 1,181.9 
	Fair value of borrowings 
	The carrying amount and the fair value of the Group’s borrowings are as follows: 
	Carrying amount Fair value 
	Carrying amount Fair value 
	2013 2012 2013 2012 £m £m £m £m 

	Unsecured bank borrowings 191.0 175.0 191.0 175.0 Securitised debt 995.6 1,018.3 971.5 879.3 Finance leases 20.9 – 20.9 – Other lease related borrowings 94.6 – 94.6 – Preference shares 0.1 0.1 0.1 0.1 
	1,302.2 1,193.4 1,278.1 1,054.4 
	1,302.2 1,193.4 1,278.1 1,054.4 

	Preferenceshares 
	The Group has 75,000 (2012: 75,000) preference shares of £1 each in issue at the balance sheet date. The preference shares carry the right to a fixed cumulative preferential dividend at the rate of 6% per annum (they are also entitled to a non-cumulative dividend of 1% per annum provided that dividends of not less than £24,000 have been paid on the ordinary shares in that year). They participate in the event of a winding-up and on a return of capital and carry the right to attend and vote at general meeting
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	18. DERIVATIVEFINANCIAL INSTRUMENTS 
	18. DERIVATIVEFINANCIAL INSTRUMENTS 
	18. DERIVATIVEFINANCIAL INSTRUMENTS 

	Interestrate swaps 
	Interestrate swaps 
	2013 £m 
	2012 £m 

	Current assets Current liabilities Non-current liabilities 
	Current assets Current liabilities Non-current liabilities 
	13.7 (14.1) (187.3) 


	6.8 (6.8) (134.6) 
	6.8 (6.8) (134.6) 
	(134.6) (187.7) 
	Details of the Group’s interest rate swaps are provided in note 20. 
	19. SECURITISEDDEBT 

	On 9 August 2005 £805.0 million of secured loan notes were issued in connection with the securitisation of 1,592 of the Group’s pubs held in Marston’s Pubs Limited. On 22 November 2007, a further £330.0 million of secured loan notes (tranches A4 and AB1) were issued in connection with the securitisation of an additional 437 of the Group’s pubs, also held in Marston’s Pubs Limited. The loan notes are secured over the properties and their future income streams and were issued by Marston’s Issuer PLC, a specia
	During the period ended 5 October 2013, 104 (2012: 4) of the securitised pubs were sold to third parties and 5 pubs (2012: 5) were sold to another member of the Group. The carrying amount of the securitised pubs at 5 October 2013 was £1,409.8 million (2012: £1,414.4 million). 
	The securitisation is governed by various covenants, warranties and events of default, many of which apply to Marston’s Pubs Limited. These include covenants regarding the maintenance and disposal of securitised properties and restrictions on the ability to move cash to other companies within the Group. 
	The securitised debt at 5 October 2013 consists of six tranches with the following principal terms: 
	2013 
	2013 
	2013 
	2012 
	Principal repayment 
	Expected 
	Expected 

	Tranche 
	Tranche 
	£m 
	£m 
	Interest 
	period – by instalments 
	average life 
	maturity date 

	A1 A2 
	A1 A2 
	131.6 214.0 
	147.2 214.0 
	Floating Fixed/floating 
	2013 to 2020 2020 to 2027 
	7 years 14 years 
	2020 2027 

	A3 
	A3 
	200.0 
	200.0 
	Fixed/floating 
	2027 to 2032 
	19 years 
	2032 

	A4 
	A4 
	215.0 
	222.1 
	Floating 
	2013 to 2031 
	18 years 
	2031 

	AB1 B 
	AB1 B 
	80.0 155.0 
	80.0 155.0 
	Floating Fixed/floating 
	2031 to 2035 2032 to 2035 
	22 years 22 years 
	2035 2035 

	TR
	995.6 
	1,018.3 


	Interest on the Class A1 notes was payable at three month LIBOR plus a margin of 0.55%, stepping up to three month LIBOR plus 1.375% from July 2012. 
	Interest on the Class A2 notes is payable at a rate of 5.1576% until July 2019 and thereafter at three month LIBOR plus a margin of 1.32%. 
	Interest on the Class A3 notes is payable at a rate of 5.1774% until April 2027 and thereafter at three month LIBOR plus a margin of 1.45%. 
	Interest on the Class A4 notes was payable at three month LIBOR plus a margin of 0.65%, stepping up to three month LIBOR plus 1.625% from October 2012. 
	Interest on the Class AB1 notes was payable at three month LIBOR plus a margin of 1.25%, stepping up to three month LIBOR plus 3.125% from October 2012. 
	Interest on the Class B notes is payable at a rate of 5.6410% until July 2019 and thereafter at three month LIBOR plus a margin of 2.55%. 
	All floating rate notes are hedged in full by the Group using interest rate swaps whereby all interest payments are swapped to fixed interest payable. 
	At 5 October 2013 Marston’s Pubs Limited held cash of £76.6 million (2012: £51.0 million), which was governed by certain restrictions under the covenants associated with the securitisation. 
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	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	20.FINANCIALINSTRUMENTS Financialinstrumentsbycategory 
	The accountingpoliciesforfinancialinstrumentshavebeen appliedtothelineitemsbelow: 
	At5October2013 
	Assetsasperthebalancesheet 
	Derivativefinancialinstruments Trade receivables(beforeprovision) Other receivables(beforeprovision) Tradeloans(beforeprovision) Cashandcashequivalents 
	Assets at fair value through 
	Assets at fair value through 
	profitor Loans and loss receivables Tot al £m£m £m 
	6.8 – 6.8 – 29.3 29.3 – 19.0 19.0 – 14.3 14.3 – 94.1 94.1 
	6.8 156.7 163.5 

	At5October2013 
	Liabilities at fair value Derivatives through Other used for profitor financial hedging loss liabilities Tot al £m £m £m £m 
	Liabilities at fair value Derivatives through Other used for profitor financial hedging loss liabilities Tot al £m £m £m £m 

	Liabilitiesas perthe balancesheet 
	Derivativefinancialinstruments 134.6 6.8 – 141.4 Borrowings – – 1,285.1 1,285.1 Tradepayables – – 71.0 71.0 
	Otherpayables – – 25.0 25.0 
	134.6 6.8 1,381.1 1,522.5 
	134.6 6.8 1,381.1 1,522.5 
	Assets at 
	fair value 
	through 
	profitor Loans and 
	loss receivables Tot al 

	£m £m £m 
	At29September2012 

	Assetsasperthebalancesheet 
	Derivativefinancialinstruments 13.7 – 13.7 Tradereceivables(beforeprovision) – 28.0 28.0 Otherreceivables(beforeprovision) – 20.5 20.5 Tradeloans(beforeprovision) – 16.0 16.0 Cash andcash equivalents – 60.8 60.8 
	13.7 125.3 139.0 
	13.7 125.3 139.0 
	Liabilities 
	atfair 
	value 
	Derivatives through Other 
	used for profitor financial 
	hedging loss liabilities Tot al 

	£m £m £m £m 
	At29September2012 

	Liabilities as perthe balancesheet 
	Derivativefinancialinstruments 187.3 14.1 – 201.4 Borrowings – – 1,181.9 1,181.9 Tradepayables – – 61.0 61.0 Otherpayables – – 26.6 26.6 
	187.3 14.1 1,269.5 1,470.9 
	187.3 14.1 1,269.5 1,470.9 

	Thefair value offinancialinstrumentsthat are nottradedin an active market, suchas over-the-counterderivatives,is determined usingvaluation techniques.The Group obtainssuch valuationsfromcounterpartieswho use a varietyofassumptions based on market conditions existing ateachbalance sheetdate. 
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	20.FINANCIALINSTRUMENTS CONTINUED 
	20.FINANCIALINSTRUMENTS CONTINUED 

	The fair values of all financial instruments are equal to their book values, with the exception of borrowings (note 17). The carrying value less impairment provision of trade receivables, other receivables and trade loans, and the carrying value of trade payables and other payables, are assumed to approximate their fair values. 
	Fairvalue hierarchy 
	Fairvalue hierarchy 

	IFRS 7 requires fair value measurements to be recognised using a fair value hierarchy that reflects the significance of the inputs used in the measurements, according to the following levels: 
	Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities. Level 2 – inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly. Level 3 – inputs for the asset or liability that are not based on observable market data. 
	The table below shows the level in the fair value hierarchy into which fair value measurements have been categorised: 
	2012 Level 1 Level 2 Level 3 Total 
	2013 Level1 Level2 Level3 Total £m £m £m £m 

	Assetsasperthebalancesheet 
	Assetsasperthebalancesheet 
	£m £m £m £m 

	Derivative financial instruments – 13.7 – 13.7 
	2013 2012 Level 2 £m Level 1 £m Level 3 £m To t al £m To ta l £m Level 3 £m Level 2 £m Level 1 £mLiabilities as per the balance 
	sheet Derivative financial instruments 
	sheet Derivative financial instruments 
	sheet Derivative financial instruments 
	– 201.4 – 201.4 


	– 6.8 – 6.8 
	– 6.8 – 6.8 
	– 141.4 – 141.4 

	There were no transfers between Levels 1, 2 and 3 fair value measurements during the current or prior period. 
	Over the life of the Group’s derivative financial instruments, the cumulative fair value gain/loss on those instruments will be £nil as it is the Group’s intention to hold them to maturity. 
	Financialriskfactors 
	Financialriskfactors 

	The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risk and foreign currency risk), counterparty risk, credit risk and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance. The Group uses derivative financial instruments to hedge certain risk exposures. 
	Risk management is carried out by a central treasury department (Group Treasury) under policies approved by the Board. Group Treasury identifies, evaluates and hedges financial risks. The Board provides principles for overall risk management, as well as policies covering specific areas, such as interest rate risk, credit risk, investment of excess liquidity and use of derivative and non-derivative financial instruments. 
	Interestraterisk: 
	Interestraterisk: 

	The Group’s income and operating cash flows are substantially independent of changes in market interest rates, and as such the Group’s interest rate risk arises from its long-term borrowings. Borrowings issued at variable rates expose the Group to cash flow interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate risk. 
	The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consideration refinancing, renewal of existing positions, alternative financing and hedging. Based on these scenarios, the Group calculates the impact on the income statement of a defined interest rate shift. The scenarios are run only for liabilities that represent the major interest-bearing positions. 
	The Group 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. Generally, the Group raises long-term borrowings at floating rates and swaps them into fixed rates that are lower than those available if the Group borrowed at fixed rates directly. Under the interest rate swaps, the Group agrees with other parties to exchange, at specified intervals, the difference b
	If interest rates had been 0.5% higher/lower during the period ended 5 October 2013, with all other variables held constant, post-tax profit/(loss) for the period would have been £0.3 million (2012: £0.3 million) lower/higher as a result of higher/lower interest expense. 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	20.FINANCIALINSTRUMENTS CONTINUED 
	Interestrate swapsdesignatedaspart of ahedging arrangement 
	The Group uses interest rate swaps to fix the interest rate payable on the floating rate tranches of its securitised debt (note 19). The notional principal amounts of these interest rate swap contracts at 5 October 2013 totalled £426.6 million (2012: £449.3 million). These interest rate swaps, including borrowing margins, fix interest at 6.2% and 7.3%. The movement in fair value recognised in other comprehensive income in the period was a gain of £44.0 million (2012: loss of £28.5 million). 
	On 22 March 2012 the Group entered into two forward starting interest rate swaps of £60.0 million each to fix the interest rate payable on the Group’s unsecured bank borrowings. The interest rate swaps commenced on 27 April 2012, fix interest at 4.1% and terminate on 30 April 2020. In total, the fair value of these two new swaps at inception was £(18.9) million (note 4). The movement in fair value recognised in other comprehensive income in the period was a gain of £5.6 million (2012: loss of £5.6 million).
	Interestrate swapsnotdesignatedas part of ahedgingarrangement 
	On 1 October 2007 the Group entered into two interest rate swaps of £70.0 million each to fix the interest rate payable on the Group’s unsecured bank borrowings. These interest rate swaps fix interest at 5.5% and 5.6% and terminate on 1 October 2014. The movement in fair value recognised in the income statement in the period was a gain of £6.9 million (2012: £3.9 million). 
	On 22 March 2012 the Group entered into four new fixed-to-floating interest rate swaps of £35.0 million each. In total, these swaps are equal and opposite to the above two floating-to-fixed interest rate swaps of £70.0 million each. The total fair value of the four new swaps at inception was £15.1 million (note 4). The movement in fair value recognised in the income statement in the period was a loss of £6.9 million (2012: £1.4 million). 
	On 20 May 2009 the Group entered into a forward starting interest rate swap of £20.0 million. This interest rate swap commenced on 9 August 2010, fixed interest at 3.3% and terminated on 8 August 2013. This swap had been designated as a cash flow hedge of the forecast floating rate interest payments arising on the first £20.0 million of borrowings under the Group’s previous bank facility. During the prior period the Group entered into a new bank facility and as such these forecast transactions were no longe
	The interest rate risk profile, after taking account of derivative financial instruments, is as follows: 
	2 
	Figure

	0 Fixed Floating Fixed 1 
	rate rate rate 3 
	financia l financial financial liabilities Total liabilities liabilities Total 
	2 012 
	Floating ratefinancialliabilities £m £m £m £m£m £m 
	Borrowings 
	Borrowings 
	1,158.4 1,193.4 

	186.5 1,115.7 1,302.2 35.0 
	The weighted average interest rate of the fixed rate financial borrowings was 5.8% (2012: 5.4%) and the weighted average period for which the rate is fixed was 16 years (2012: 16 years). 
	Foreign currency risk: 
	The Group buys and sells goods denominated in non-sterling currencies, principally US dollars and euros. As a result, movements in exchange rates can affect the value of the Group’s income and expenditure. The Group’s exposure in this area is not considered to be significant. 
	Counterparty risk: 
	The Group’s counterparty risk in respect of its cash and cash equivalents is mitigated by the use of various banking institutions for its deposits. 
	There is no significant concentration of counterparty risk in respect of the Group’s pension assets, as these are held with a range of institutions. 
	Creditrisk: 
	Credit risk is managed on a Group basis. Credit risk arises from credit exposure to customers, including outstanding receivables and committed transactions. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, an assessment is made of the credit quality of the customer, taking into account its financial position, past experience and other factors. Individual credit limits are set based on internal or external ratings in accordance with limits set by the
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	20.FINANCIALINSTRUMENTS CONTINUED 
	20.FINANCIALINSTRUMENTS CONTINUED 

	A provision for impairment of trade receivables, other receivables and trade loans has been estimated by management and is based on prior experience and known factors at the balance sheet date after taking into account collateral held in the form of cash deposits and fixtures and fittings. Receivables are written off against the provision for impairment when management considers that the debt is no longer recoverable. 
	The Group has no significant concentration of credit risk in respect of its customers. The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable. 
	Liquidity risk: 
	Liquidity risk: 

	The Group applies a prudent liquidity risk management policy, which involves maintaining sufficient cash, ensuring the availability of funding through an adequate amount of committed credit facilities and having the ability to close out market positions. Due to the dynamic nature of the underlying business, Group Treasury maintains the availability of committed credit lines to ensure that the Group has flexibility in funding. 
	Management monitors rolling forecasts of the Group’s liquidity reserve (comprising undrawn borrowing facilities and cash and cash equivalents) on the basis of expected cash flow. In addition, the Group’s liquidity management policy involves maintaining debt financing plans, projecting cash flows and considering the level of liquid assets necessary to meet these, and monitoring balance sheet liquidity ratios against internal and external regulatory requirements. The Group’s borrowing covenants are subject to
	The table below analyses the Group’s financial liabilities and non-settled derivative financial instruments into relevant maturity groupings based on the remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
	At 5October 2013 Less than 1 year £m Between 1 and2 years £m Between 2 and5 years £m Over 5 years £m Total £m Borrowings 70.8 73.5 413.7 1,352.6 1,910.6 Derivative financial instruments 29.2 19.7 34.0 74.3 157.2 Trade payables 71.0 – – – 71.0 Other payables 25.0 – – – 25.0 
	196.0 
	196.0 
	196.0 
	93.2 
	447.7 
	1,426.9 
	2,163.8 

	Less than 1 
	Less than 1 
	Between 1 
	Between 2 
	Over 

	At 29September 2012 
	At 29September 2012 
	year £m 
	and2 years £m 
	and5 years £m 
	5 years £m 
	Total £m 


	Borrowings 69.7 69.9 388.9 1,407.4 1,935.9 Derivative financial instruments 30.5 29.6 56.4 105.0 221.5 Trade payables 61.0 – – – 61.0 Other payables 26.6 – – – 26.6 
	187.8 
	187.8 
	187.8 
	99.5 
	445.3 
	1,512.4 
	2,245.0 

	21. TRADEANDOTHERPAYABLES 
	21. TRADEANDOTHERPAYABLES 
	2013 £m 
	2012 £m 

	Trade payables Other taxes and social security Accruals and deferred income Other payables 
	Trade payables Other taxes and social security Accruals and deferred income Other payables 
	71.0 32.4 45.9 25.0 174.3 
	61.0 23.5 45.8 26.6 156.9 


	Other payables include £10.3 million (2012: £11.0 million) payable in respect of a supplier credit arrangement. 
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	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	22.DEFERREDTAX Netdeferredtaxliability 
	Deferredtaxis calculatedontemporarydifferencesbetweentaxbases ofassets andliabilities andtheir carrying amounts underthe liabilitymethodusingatax rateof20%(2012:23%).The movementonthedeferredtax accounts is shownbelow: 
	2013 2012 £m £m 
	2013 2012 £m £m 

	Atbeginningoftheperiod 87.6 96.0 Charged/(credited)totheincome statement 0.4 (38.5) (Credited)/chargedto equity Impairment and revaluation of properties 
	42.6 Hedging reserve 
	(15.6) 15.0 

	(5.0) Retirementbenefits 0.9 (7.4) Share-based payments (0.1) (0.1) 
	Atendoftheperiod 88.2 87.6 
	The movementsindeferredtax assets andliabilities(priortothe offsettingofbalances withinthe samejurisdiction aspermittedby IAS 12) during the periodareshownbelow. Deferredtaxassetsand liabilitiesareonly offset where there is alegally enforceable rightofoffsetandthereis anintentionto settlethebalances net. 
	Accelerated Roll ed capital Revaluation ov e r allowances ofproperties capital Other Total £m £m gai ns £m £m £m 
	Deferredtaxliabilities 

	At 30September 2012 Creditedto the income statement Creditedto equity At 5October 2013 
	At 30September 2012 Creditedto the income statement Creditedto equity At 5October 2013 
	At 30September 2012 Creditedto the income statement Creditedto equity At 5October 2013 
	35.3 (4.2) – 31.1 
	114.1 – (15.6) 98.5 
	2.0 (1.3) – 0.7 
	7.6 (2.4) – 5.2 
	159.0 (7.9) (15.6) 135.5 

	Deferredtax assets 
	Deferredtax assets 
	Pensions £m 
	Tax losses £m 
	Hedging reserve £m 
	Other £m 
	Tot al £m 

	At 30September 2012 Chargedto the income statement Charged/(credited)to equity At 5October 2013 
	At 30September 2012 Chargedto the income statement Charged/(credited)to equity At 5October 2013 
	(5.6) 3.7 0.9 (1.0) 
	(23.5) 2.8 – (20.7) 
	(38.8) – 15.0 (23.8) 
	(3.5) 1.8 (0.1) (1.8) 
	(71.4) 8.3 15.8 (47.3) 

	Netdeferredtax liability At 29September 2012 At 5October 2013 
	Netdeferredtax liability At 29September 2012 At 5October 2013 
	87.6 88.2 

	Deferredtax liabilities 
	Deferredtax liabilities 
	Pensions £m 
	Accelerated capital allowances £m 
	Revaluation of proper ties £m 
	Rolledover capital gains £m 
	Other £m 
	Tot al £m 

	At 2October 2011 (Credited)/chargedto the income statement (Credited)/chargedto equity At 29September 2012 
	At 2October 2011 (Credited)/chargedto the income statement (Credited)/chargedto equity At 29September 2012 
	1.8 – (1.8) – 
	37.4 (2.1) – 35.3 
	107.0 (35.5) 42.6 114.1 
	6.9 (4.9) – 2.0 
	6.2 1.4 – 7.6 
	159.3 (41.1) 40.8 159.0 


	22. DEFERREDTAX CONTINUED 
	22. DEFERREDTAX CONTINUED 
	22. DEFERREDTAX CONTINUED 

	Hedging 
	Hedging 

	Deferredtax assets 
	Deferredtax assets 
	Pensions £m 
	Tax losses £m 
	reser ve £m 
	Other £m 
	Total £m 


	At 2 October 2011 – (24.8) (33.8) (4.7) (63.3) Charged to the income statement – 1.3 – 1.3 2.6 Credited to equity (5.6) – (5.0) (0.1) (10.7) 
	At 29September 2012 
	At 29September 2012 
	At 29September 2012 
	(5.6) 
	(23.5) 
	(38.8) 
	(3.5) 
	(71.4) 

	Netdeferredtax liability At 1 October 2011 
	Netdeferredtax liability At 1 October 2011 
	96.0 

	At 29September 2012 
	At 29September 2012 
	87.6 


	Deferred tax assets have been recognised in respect of all tax losses and other temporary differences where it is probable that these assets will be recovered. 
	23. OTHERNON-CURRENTLIABILITIES 
	23. OTHERNON-CURRENTLIABILITIES 
	2013 2012 £m £m 

	Other liabilities 
	Other liabilities 
	Other liabilities 
	0.5 
	0.6 

	24. PROVISIONS FOROTHERLIABILITIES ANDCHARGES 
	24. PROVISIONS FOROTHERLIABILITIES ANDCHARGES 

	TR
	2013 
	2012 

	Propertyleases 
	Propertyleases 
	£m 
	£m 

	At beginning of the period 
	At beginning of the period 
	17.7 
	24.9 

	Released in the period 
	Released in the period 
	(1.9) 
	(4.6) 

	Provided in the period 
	Provided in the period 
	0.9 
	2.7 

	Unwinding of discount 
	Unwinding of discount 
	0.7 
	0.9 

	Utilised in the period 
	Utilised in the period 
	(3.8) 
	(6.2) 

	At end ofthe period 
	At end ofthe period 
	13.6 
	17.7 


	When valuations of leasehold properties (based on future estimated income streams) give rise to a deficit as a result of onerous lease conditions they are recognised as liabilities in provisions. Other contractual property costs are also recorded as provisions as appropriate. 
	Payments are expected to continue on these properties for periods of 1 to 56 years (2012: 1 to 57 years). 25. 
	RETIREMENT BENEFITS 
	RETIREMENT BENEFITS 

	During the period the Group contributed to a funded defined benefit (final salary) pension scheme and a number of defined contribution arrangements. 
	Definedcontributionschemes 
	Definedcontributionschemes 
	Pension costs for defined contribution schemes are as follows: 
	2012 £m 
	Defined contribution schemes 
	Defined contribution schemes 
	2.8 


	2013 £m 3.8 
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	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	25.RETIREMENTBENEFITS CONTINUED Definedbenefitscheme 
	AnupdatedactuarialvaluationoftheMarston’sPLCPensionandLifeAssuranceSchemewasperformedby Mercerasat 
	5 October 2013 
	5 October 2013 
	5 October 2013 

	for the purposes of IAS 19. The principalassumptions made by the actuaries were: 
	for the purposes of IAS 19. The principalassumptions made by the actuaries were: 
	2012 
	201 3 4. 4% 
	4.4% 

	Discountrate 
	Discountrate 
	3. 7% 
	3.1% 

	Rate ofincrease in pensionable salaries 
	Rate ofincrease in pensionable salaries 
	3. 1% 
	2.6% 

	Rate ofincrease in pensions – 5% LPI 
	Rate ofincrease in pensions – 5% LPI 
	2. 1% 
	1.9% 

	Rate ofincrease in pensions – 2.5%LPI 
	Rate ofincrease in pensions – 2.5%LPI 
	3. 2% 
	2.6% 

	Inflation assumption (RPI) 
	Inflation assumption (RPI) 
	2. 2% 
	2.0% 

	Inflation assumption (CPI) Expectedreturn on scheme assets 
	Inflation assumption (CPI) Expectedreturn on scheme assets 
	N/A 
	4.9% 

	Life expectancyfor active and deferred members from age 65 Male Female 
	Life expectancyfor active and deferred members from age 65 Male Female 
	23.5years 25.9years 
	23.4 years 25.8 years 

	Life expectancyfor current pensioners from age 65 Male Female 
	Life expectancyfor current pensioners from age 65 Male Female 
	21.7years 23.9years 
	21.6 years 23.8 years 


	The expectedreturn on scheme assets wasbased on marketexpectation atthebeginningoftheperiodfor returnsover theentirelifeofthebenefit obligation.Mortality assumptionsarebasedonstandard tablesadjusted forscheme experience and with an allowanceforfuture improvementin life expectancy. 
	Movementin scheme assets andliabilitiesduringtheperiod: 
	Schemeassets Schemeliabilities Netdeficit 
	2013 2012 2013 2012 2013 2012 £m £m £m £m £m £m 
	Atbeginningoftheperiod 390.4 368.7 (414.9) (361.6) (24.5) 7.1 
	Current service cost – – (2.0) (2.1) (2.0) (2.1) Interest cost on benefit obligations – – (17.9) (18.8) (17.9) (18.8) Expectedreturn on scheme assets 
	18.6 
	18.6 

	19.3 – – 
	19.3 Employer contributions 15.8 14.0 – – 15.8 14.0 Employee contributions 0.1 0.1 (0.1) (0.1) – – Benefitspaid (17.0) (16.6) 17.0 16.6 
	– Curtailmentgain – – 1.4 1.0 –1.4 1.0 Actuarialgains/(losses) 19.9 4.9 (16.4) (49.9) 3.5 (45.0) 
	Atendoftheperiod 427.8 390.4 (432.9) (414.9) (5.1) (24.5) 
	A proportionoftheschemeliabilitieshasbeensecuredby abuy-inpolicyandassuchthisproportionofliabilitiesismatched by annuities. 
	The major categories of scheme assets as apercentage oftotalscheme assets are asfollows: 
	2013 2012 
	2013 2012 

	Equities/Properties 44.0% 49.0% Bonds/Gilts 44.0% 38.0% Cash/Other 1.0% 1.0% Buy-inpolicy(matchingannuities) 11.0% 12.0% 
	The actual return on scheme assets was again of£38.5 million(2012:£24.2 million). 
	25. RETIREMENTBENEFITS CONTINUED 
	25. RETIREMENTBENEFITS CONTINUED 
	25. RETIREMENTBENEFITS CONTINUED 

	Pension costs recognisedin the income statementThe amounts recognised in the income statement are as follows: 
	Pension costs recognisedin the income statementThe amounts recognised in the income statement are as follows: 

	2013 
	2013 
	2012 

	£m 
	£m 
	£m 

	Current service cost 
	Current service cost 
	2.0 
	2.1 

	Curtailment gain 
	Curtailment gain 
	(1.4) 
	(1.0) 

	Interest cost on benefit obligations 
	Interest cost on benefit obligations 
	17.9 
	18.8 

	Expected return on scheme assets 
	Expected return on scheme assets 
	(18.6) 
	(19.3) 

	Total (income)/expense recognised in the income statement 
	Total (income)/expense recognised in the income statement 
	(0.1) 
	0.6 


	A charge of £0.6 million (2012: £1.1 million) is included within employee costs (note 5) and a credit of £0.7 million (2012: £0.5 million) is included within finance costs and income (note 6). 
	Cumulative actuarialgains andlosses recognisedinthe statement of comprehensiveincome 
	2013 2012 £m £m 
	2013 2012 £m £m 

	At beginning of the period (47.1) (2.1) Net actuarial gains/(losses) recognised in the period 3.5 (45.0) 
	Atend oftheperiod (43.6) (47.1) 
	Actuarial gains of £0.1 million (2012: losses of £0.2 million) in respect of post-retirement medical benefits have been included in the statement of comprehensive income. 
	History of experiencegains andlosses 
	History of experiencegains andlosses 
	2013 2012 2011 2010 2009 £m £m £m£m £m 

	Present value of scheme liabilities 
	Present value of scheme liabilities 
	Present value of scheme liabilities 
	TH
	Figure

	(414.9) 
	(361.6) 
	(382.9) 
	(349.8) 

	Fair value of scheme assets 
	Fair value of scheme assets 
	427.8 
	390.4 
	368.7 
	357.9 
	314.5 

	(Deficit)/surplus 
	(Deficit)/surplus 
	(5.1) 
	(24.5) 
	7.1 
	(25.0) 
	(35.3) 

	Experience adjustments arising on scheme liabilities 
	Experience adjustments arising on scheme liabilities 
	– 
	5.3 
	– 
	– 
	13.1 

	Experience adjustments arising on scheme assets 
	Experience adjustments arising on scheme assets 
	19.9 
	4.9 
	(8.6) 
	26.4 
	22.2 


	(432.9) 
	The employer contributions expected to be paid during the financial period ending 4 October 2014 amount to £15.3 million. 
	26.SHARE-BASED PAYMENTS 
	26.SHARE-BASED PAYMENTS 

	During the period there were three classes of equity-settled employee share incentive plans outstanding: 
	(a) 
	(a) 
	(a) 
	Save As You Earn (SAYE). Under this scheme employees enter into a savings contract for a period of three to seven years and options are granted on commencement of the contract, exercisable using the amount saved under the contract at the time it terminates. Options under the scheme are granted at a discount of 20% to the market price of the shares at the time of the invitation and are not subject to performance conditions. Exercise of options is subject to continued employment. 

	(b) 
	(b) 
	Executive Share Option Plan (ESOP). Under this scheme executive share options are awarded at the prevailing market rate on the date of grant. Options are normally exercisable between three and ten years after grant and upon the achievement of performance criteria in relation to earnings per share. 

	(c) 
	(c) 
	Long Term Incentive Plan (LTIP). Under this scheme nil cost options are granted that will only vest provided the participant satisfies the minimum shareholding requirement and performance conditions relating to earnings per share, as set out in the Directors’ Remuneration Report on page 48, are met. 


	In 2010, HM Revenue & Customs (HMRC) approved an Approved Performance Share Plan (APSP) to enable participants in the LTIP to benefit from UK tax efficiencies. As such, awards made in 2010 and future years comprise an HMRC approved option (in respect of the first £30,000 worth of an award) and an unapproved LTIP award for amounts in excess of this HMRC limit. A further share award (a linked award) is also provided to enable participants to fund the exercise of the approved option. This linked award is satis
	Marston’s PLC Annual Report and Accounts 2013 91 
	Marston’s PLC Annual Report and Accounts 2013 91 
	Financial Statements 

	NOTES CONTINUED 
	Forthe53weeksended5October2013 
	26.SHARE-BASED PAYMENTS CONTINUED 
	Thetablesbelow summarisethe outstandingshare options. 
	Weightedaverage 
	Weightedaverage 

	Number of shares exercise price 2013 2012 2013 2012 SAYE: m m p p 
	Outstandingatbeginningofthe period 
	Outstandingatbeginningofthe period 
	Outstandingatbeginningofthe period 
	6.2 
	6.3 
	83.8 
	87.7 

	Granted 
	Granted 
	0.9 
	1.3 
	122.8 
	78.7 

	Exercised 
	Exercised 
	(1.4) 
	(0.2) 
	81.1 
	93.0 

	Expired 
	Expired 
	(0.6) 
	(1.2) 
	97.1 
	97.6 

	Outstandingat end ofthe period 
	Outstandingat end ofthe period 
	5.1 
	6.2 
	90.2 
	83.8 


	Exercisable at end oftheperiod 0.2 0.2 90.0 135.6 Range ofexerciseprices 
	76.1pto 265.5p 
	Figure

	76.1pto 265.5p Weightedaverage remainingcontractuallife(years) 2.8 3.0 
	Number of shares 
	Number of shares 
	Number of shares 
	Weightedaverage exercise price 

	ESOP: 
	ESOP: 
	2013 m 
	2012 m 
	2013 p 
	2012 p 

	Outstandingatbeginningofthe period Exercised 
	Outstandingatbeginningofthe period Exercised 
	0.1 (0.1) 
	0.1 – 
	108.4 108.4 
	108.4 – 

	Outstandingat end ofthe period 
	Outstandingat end ofthe period 
	– 
	0.1 
	– 
	108.4 


	Exercisable at end oftheperiod – 0.1 
	108.4 Range ofexerciseprices – 108.4p Weightedaverage remainingcontractuallife(years) – 0.3 
	– 
	– 

	average Number of shares exercise price 2013 2012 2013 2012 m m p p 
	LTIP: 

	–
	–

	Outstandingatbeginningoftheperiod 5.1 3.6 
	–
	–

	Granted 1.3 2.3 
	––– 
	––– 
	–

	Expired (2.2) (0.8) 
	–
	–

	Outstandingat end oftheperiod 4.2 5.1 – 
	Exercisable at end oftheperiod – Exerciseprice – 
	Sect
	Figure

	LTIPoptionsare exercisable no laterthan thetenth anniversaryofthedate ofgrant. 
	ThefairvaluesoftheSAYE,ESOPandLTIPrightsarecalculatedatthedateofgrantusingtheBlack-Scholes option-pricing model.Thesignificantinputsintothe modelforallschemesunlessotherwisestated were: 
	2012 2013 
	2012 2013 

	Dividendyield% 4.8 6.4 Expectedvolatility% 20.6to 42.4 32.9 to 45.5 Riskfreeinterestrate% 0.7 to 1.2 0.4 to 1.3 Expectedlife of rights 
	3 to 7 years 
	3 to 7 years 
	3 to5years 

	LTIP SAYE 
	3 years 
	3 years 
	3 years 

	Theexpected volatilityisbased onhistorical volatility overtheexpectedlifeoftherights. Theperformancecriteriaof theESOP and LTIP, asset outpreviously,are builtinto the pricing model. 
	Theweightedaveragefairvalueof optionsgrantedduringtheperiodinrelationtotheSAYE ). Thefair 
	was16.5p(2012:14.5p
	value ofoptions grantedduringtheperiodin relationtotheLTIPwas 127.1p(2012:80.9p). 

	26.SHARE-BASEDPAYMENTS CONTINUED 
	26.SHARE-BASEDPAYMENTS CONTINUED 

	The weighted average share price for options exercised over the period was 154.1p (2012: 111.5p). The total charge for the period relating to employee share-based payment plans was £0.2 million (2012: £0.2 million), all of which related to equity-settled share-based 
	payment transactions. After tax, the total charge was £0.1 million (2012: £0.1 
	million). 27.EQUITYSHARECAPITAL 
	million). 27.EQUITYSHARECAPITAL 
	2012 

	Number Value Allotted,calledupandfullypaid 
	2013Number Value m £m

	m £m 
	m £m 

	Ordinary shares of 7.375p each: At beginning of the period 601.1 44.3 600.9 44.3 Allotted under share option schemes 1.5 0.1 0.2 – 
	Atendoftheperiod 602.6 44.4 601.1 44.3 
	A total of 1.5 million (2012: 0.2 million) ordinary shares were issued during the period ended 5 October 2013 pursuant to the exercise of ESOP and SAYE share options. The aggregate consideration in respect of these exercises was £1.1 million (2012: £0.2 million). 
	At 5 October 2013 there were no (2012: 0.1 million) executive share options outstanding and 5.1 million (2012: 6.2 million) SAYE options outstanding at prices from 76.1p to 265.5p per share exercisable between 2013 and 2020. Details of the Group’s LTIP are included in the Directors’ Remuneration Report on pages 48 to 49. 
	28.OTHERCOMPONENTSOFEQUITY 
	28.OTHERCOMPONENTSOFEQUITY 

	The capital redemption reserve of £6.8 million (2012: £6.8 million) arose on share buy-backs. 
	Own shares represent the carrying value of the investment in own shares held by the Group’s ESOP and LTIP and in treasury shares as set out in the table below. ESOP and LTIP shares are held pursuant to the Company’s executive share option schemes. The trustee of the ESOP is Banks’s Brewery Insurance Limited, a wholly-owned subsidiary of Marston’s PLC. The trustee of the LTIP is Computershare Trustees (C.I.) Limited. 
	2013 
	2013 
	2013 
	2012 

	Number 
	Number 
	Value 
	Number 
	Value 

	m 
	m 
	£m 
	m 
	£m 


	ESOP 0.1 0.1 0.1 0.1 LTIP 1.7 4.1 1.7 4.1 Treasury shares 30.2 126.7 30.2 126.7 
	32.0 130.9 32.0 130.9 
	32.0 130.9 32.0 130.9 

	The market value of own shares held is £46.4 million (2012: £36.5 million). Shares held by the LTIP represent 0.3% (2012: 0.3%) of issued share capital. Treasury shares held represent 5.0% (2012: 5.0%) of issued share capital. 
	Dividends on own shares have been waived. 
	Dividends on own shares have been waived. 
	Capitalmanagement 

	The Group considers its capital to comprise total equity (as disclosed on the face of the Group balance sheet) and net debt (note 30). In managing its capital the primary objective is to ensure that the Group is able to continue to operate as a going concern and to maximise return to shareholders through a combination of capital growth and distributions. The Group seeks to maintain a ratio of debt to equity that both balances risks and returns at an acceptable level and retains sufficient funds to comply wi
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	29.WORKINGCAPITALANDNON-CASH MOVEMENTS 
	2012 £m 2013 £m Income from other non-current assets (0.3) (0.4) 
	Decrease/(increase) in inventories 0.7 (3.4) Increase in trade and other receivables 
	(6.9) 

	(1.9) Increase in trade and other payables and other non-current liabilities 12.7 3.2 Movements in respect of property, plant and equipment, assets held for sale and intangible assets 2.5 212.4 Share-based payments 0.2 0.2 
	Working capital and non-cash movements 8.9 210.1 
	Further details of movements in respect of property, p lant and equipment, assets held for sale and intangible assets are given in notes 4, 11, 12 and 15. 
	30.NETDEBT 
	Non-cash 
	Non-cash 
	movements 
	and deferred 

	2013 Cash flow issue costs 2012 £m £m £m£m 
	Analysisofnetdebt 

	Cash andcashequivalents 
	Cash andcashequivalents 
	Cash andcashequivalents 

	Cash at bank and in hand 
	Cash at bank and in hand 
	94.1 
	33.3 
	– 
	60.8 

	TR
	94.1 
	33.3 
	– 
	60.8 

	Debtdue within one year Bank loans 
	Debtdue within one year Bank loans 
	0.8 
	– 
	– 
	0.8 

	Securitised debt 
	Securitised debt 
	(23.4) 
	22.7 
	(24.0) 
	(22.1) 

	Finance leases 
	Finance leases 
	(0.1) 
	0.3 
	(0.4) 
	– 

	TR
	(22.7) 
	23.0 
	(24.4) 
	(21.3) 


	Debtdue after oneyear Bank loans (189.6) (16.0) (0.7) (172.9) 
	(964.2) 

	Securitised debt 
	– 23.4 (987.6) Finance leases (20.8) – (20.8) – Other lease related borrowings 
	(87.7) 

	(94.6) 6.9 – Preference shares (0.1) – – (0.1) 
	(1,262.4) (110.6) 8.8 (1,160.6) 
	(1,262.4) (110.6) 8.8 (1,160.6) 

	Netdebt (1,191.0) (54.3) (15.6) (1,121.1) 
	Bank loans due within one year represent unamortised issue costs expected to be charged to the income statement within 12 months of the balance sheet date. Bank loans due after one year represent amounts drawn down under the Group’s revolving credit facility, net of unamortised issue costs expected to be charged to the income statement after 12 months from the balance sheet date. 
	Other lease related borrowings represent amounts due under sale and leaseback arrangements that do not fall within the scope of IAS 17 ‘Leases’. 
	Net debt does not include other financial liabilities such as trade and other payables. 
	Included within cash at bank and in hand is an amount of £2.6 million (2012: £3.7 million) relating to a letter of credit with Royal Sun Alliance Insurance, an amount of £0.5 million (2012: £0.5 million) relating to a letter of credit with Aviva, and an amount of £8.5 million (2012: £8.5 million) relating to collateral held in the form of cash deposits. These amounts are considered to be restricted cash. 
	In addition, cash held in connection with the securitised business is governed by certain restrictions under the covenants associated with the securitisation (note 19). 
	30. NETDEBT CONTINUED 
	30. NETDEBT CONTINUED 
	30. NETDEBT CONTINUED 

	2013 
	2013 
	2012 

	Reconciliation ofnetcashflow to movementin netdebt 
	Reconciliation ofnetcashflow to movementin netdebt 
	£m 
	£m 

	Increase in cash and cash equivalents in the period 
	Increase in cash and cash equivalents in the period 
	33.3 
	7.8 

	Cash inflow from movement in debt 
	Cash inflow from movement in debt 
	(87.6) 
	(27.6) 

	Change in debt resulting from cash flows 
	Change in debt resulting from cash flows 
	(54.3) 
	(19.8) 

	Non-cash movements and deferred issue costs 
	Non-cash movements and deferred issue costs 
	(15.6) 
	(0.5) 

	Movement in net debt in the period Net debt at beginning of the period 
	Movement in net debt in the period Net debt at beginning of the period 
	(69.9) (1,121.1) 
	(20.3) (1,100.8) 

	Netdebtatendofthe period 
	Netdebtatendofthe period 
	(1,191.0) 
	(1,121.1) 


	2013 2012 £m £m 
	Reconciliationofnetdebtbeforeleasefinancingtonetdebt 

	Cash and cash equivalents 94.1 60.8 Bank loans (188.8) (172.1) Securitised debt 
	(987.6) 

	(1,009.7) Preference shares (0.1) (0.1) 
	Netdebtbefore lease financing (1,082.4) (1,121.1) Finance leases (20.9) – Other lease related borrowings (87.7) – 
	Netdebt (1,191.0) (1,121.1) 
	31.OPERATINGLEASES TheGroup aslessee 
	31.OPERATINGLEASES TheGroup aslessee 

	The Group leases various properties and equipment under non-cancellable operating leases. The leases have various terms, escalation clauses and renewal rights. Future minimum lease rentals payable under non-cancellable operating leases are as follows: 
	2012 
	2012 
	2013 
	Land and 
	Land and 
	Other £m 

	buildings 
	buildings Other 

	£m 
	Due: 

	£m £m 
	£m £m 

	Within one year In more than one year but less than five years In more than five years 
	Within one year In more than one year but less than five years In more than five years 
	Within one year In more than one year but less than five years In more than five years 
	11.5 43.4 156.1 
	0.4 0.3 – 
	13.7 51.4 229.4 
	0.5 0.5 – 

	TR
	211.0 
	0.7 
	294.5 
	1.0 


	TheGroup aslessor 
	TheGroup aslessor 

	The Group leases a proportion of its licensed estate and other non-licensed properties to tenants. The majority of lease agreements have terms of between 3 and 21 years and are classified as operating leases. Future minimum lease rentals receivable under non-cancellable operating leases are as follows: 
	2013 2012 
	2013 2012 
	Land and buildings Other 
	Due: 
	£m £m 

	Land and buildings £m Other £m 
	Within one year 
	Within one year 
	Within one year 
	27.3 
	– 
	28.2 
	– 

	In more than one year but less than five years 
	In more than one year but less than five years 
	79.5 
	– 
	82.8 
	– 

	In more than five years 
	In more than five years 
	132.1 
	– 
	177.0 
	– 

	TR
	238.9 
	– 
	288.0 
	– 
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	NOTES CONTINUED 
	32.FINANCELEASES 
	The Group leases various properties under finance leases. The leases have various terms, escalation clauses and renewal rights. Future minimum lease payments under finance leases are as follows: Forthe53 weeksended5October2013 
	2013 2012 £m £m 
	Due: 

	Within one year 1.2 – In more than one year but less than five years 4.9 – In more than five years 41.4 – 
	47.5 
	47.5 
	47.5 
	– 

	Future finance charges 
	Future finance charges 
	(26.6) 
	– 

	Present value of finance lease obligations 
	Present value of finance lease obligations 
	20.9 
	– 

	The present value of finance lease obligations is as follows: 
	The present value of finance lease obligations is as follows: 

	TR
	2013 
	2012 

	Due: 
	Due: 
	£m 
	£m 


	Within one year 0.1 – In more than one year but less than five years 0.5 – In more than five years 20.3 – 
	Present value of finance lease obligations 20.9 – 
	33.PRINCIPALSUBSIDIARYUNDERTAKINGS 
	Details of the Group’s principal subsidiary undertakings are provided in note 4 to the Company financial statements. 
	34.CONTINGENTLIABILITIESAND FINANCIALCOMMITMENTS 
	On 9 August 2005 the Group entered into a Tax Deed of Covenant, which was amended on 22 November 2007, the primary objective of which was to ensure that the Group did not trigger a de-grouping liability comprising Capital Gains Tax (CGT) and Stamp Duty Land Tax (SDLT). This would arise in the event of Marston’s Pubs Limited being sold outside the Group, within six years of the relevant asset transfer date for CGT purposes, and within three years of the relevant asset transfer date for SDLT purposes. Due to 
	The Group has issued a letter of credit in favour of Royal Sun Alliance Insurance totalling £2.6 million (2012: £3.7 million) and a letter of credit in favour of Aviva totalling £0.5 million (2012: £0.5 million) to secure reinsurance contracts. The letters of credit are secured on fixed deposits for the same amount. 
	The Group has also entered into a Deed of Guarantee with the trustees of the Marston’s PLC Pension and Life Assurance Scheme (‘the Scheme’) whereby it guarantees to the Trustees the ongoing obligations of the Group to contribute to the Scheme, and the obligations of the Group to contribute to the Scheme in the event of a debt becoming due under section 75 of the Pensions Act 1995 on the occurrence of either a Group company entering liquidation or the Scheme winding up. 
	35. EVENTS AFTERTHE BALANCE SHEETDATE 
	Subsequent to the balance sheet date the Group extended its existing bank facility out to November 2018. 
	In November 2013 the Group entered into a sale and leaseback transaction in respect of 202 of its pubs for consideration of £90.0 million. 
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	INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS 

	OF MARSTON’S PLC 
	OF MARSTON’S PLC 
	OF MARSTON’S PLC 
	REPORTON THEPARENTCOMPANYFINANCIAL STATEMENTS Our opinion 
	In our opinion the Parent Company financial statements: 
	• 
	• 
	• 
	give a true and fair view of the state of the Parent Company’s affairs as at 5 October 2013 and of its profit for the period then ended; 

	• 
	• 
	have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and 

	• 
	• 
	have been prepared in accordance with the requirements of the Companies Act 2006. 


	This opinion is to be read in the context of what we say below. 
	What wehave audited 
	The Parent Company financial statements, which are prepared by Marston’s PLC, comprise: 
	• 
	• 
	• 
	the Parent Company Balance Sheet as at 5 October 2013; and 

	• 
	• 
	the notes to the Parent Company financial statements, which include a summary of significant accounting policies and other explanatory information. 


	The financial reporting framework that has been applied in their preparation comprises applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 
	In applying the financial reporting framework, the Directors have made a number of subjective judgements, for example in respect of significant accounting estimates. In making such estimates, they have made assumptions and considered future events. 
	What anaudit offinancial statementsinvolves 
	We conducted our audit in accordance with International Standards on Auditing (UK & Ireland) (“ISAs (UK & Ireland)”). 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 material misstatement, whether caused by fraud or error. This includes an assessment of: 
	• 
	• 
	• 
	whether the accounting policies are appropriate to the Parent 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 in the Annual Report to identify material inconsistencies with the audited Parent Company financial statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our report. 
	OPINIONSONMATTERSPRESCRIBEDBYTHE COMPANIESACT2006 
	In our opinion: 
	• 
	• 
	• 
	The information given in the Strategic Report and the Directors’ Report for the financial year for which the Parent Company financial statements are prepared is consistent with the Parent Company financial statements. 

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



	OTHERMATTERSONWHICHWEAREREQUIREDTO 
	REPORTBYEXCEPTION Adequacy of accountingrecords andinformationand explanations received 
	Under the Companies Act 2006 we are required to report to you if, in our opinion: 
	• 
	• 
	• 
	we have not received all the information and explanations we require for our audit; or 

	• 
	• 
	adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit have not been received from branches not visited by us; or 

	• 
	• 
	the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited are not in agreement with the accounting records and returns. 


	We have no exceptions to report arising from this responsibility. 
	Directors’ remuneration 
	Under the Companies Act 2006 we are required to report if, in our opinion, certain disclosures of Directors’ remuneration specified by law have not been made. We have no exceptions to report arising from this responsibility. 
	OtherinformationintheAnnualReport 
	Under ISAs (UK and Ireland), we are required to report to you if, in our opinion, information in the Annual Report is: 
	• 
	• 
	• 
	materially inconsistent with the information in the audited Parent Company financial statements; or 

	• 
	• 
	apparently materially incorrect based on, or materially inconsistent with, our knowledge of the Parent Company acquired in the course of performing our audit; or 

	• 
	• 
	is otherwise misleading. 


	We have no exceptions to report arising from this responsibility. 
	Our responsibilities andthose oftheDirectors As explained more fully in the Statement of Directors’ Responsibilities set out on page 54, the Directors are responsible for the preparation of the Parent Company financial statements and for being satisfied that they give a true and fair view. 
	Our responsibility is to audit and express an opinion on the Parent Company 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 is shown or into whose hands it may come save where expressly agreed by our prior consent in writing. 
	Other matter 
	We have reported separately on the Group financial statements of Marston’s PLC for the period ended 5 October 2013. 
	MarkSmith(SeniorStatutoryAuditor) 
	for and on behalf of PricewaterhouseCoopers LLP Chartered Accountants and Statutory Auditors Birmingham 28 November 2013 
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	COMPANY BALANCE SHEET 
	COMPANY BALANCE SHEET 
	As at5October2013 
	Note 
	Note 
	Note 
	5 October 2013 £m 
	29 September 2012 £m 

	Fixedassets Tangible assets Investments 
	Fixedassets Tangible assets Investments 
	3 4 
	314.5 260.9 
	185.1 260.9 

	TR
	575.4 
	446.0 

	Current assets Assets heldfor sale Debtors Amounts fallingdue within one year Amounts fallingdue after more than one year Cash atbankandin hand 
	Current assets Assets heldfor sale Debtors Amounts fallingdue within one year Amounts fallingdue after more than one year Cash atbankandin hand 
	5 6 6 
	5.7 787.5 629.1 28.3 
	10.1 825.0 566.1 29.1 

	TR
	1,450.6 
	1,430.3 

	Creditors Amounts fallingdue within one year Net currentassets 
	Creditors Amounts fallingdue within one year Net currentassets 
	7 
	(971.5) 479.1 
	(976.1) 454.2 

	Totalassets less current liabilities 
	Totalassets less current liabilities 
	1,054.5 
	900.2 

	Creditors Amounts fallingdue after more than one year Provisions for liabilities andcharges Net assets 
	Creditors Amounts fallingdue after more than one year Provisions for liabilities andcharges Net assets 
	7 8 
	(126.7) (8.4) 919.4 
	(0.1) (9.9) 890.2 

	Capitalandreserves Equity share capital Share premium account Revaluation reserve Capital redemption reserve Own shares Profit andloss account 
	Capitalandreserves Equity share capital Share premium account Revaluation reserve Capital redemption reserve Own shares Profit andloss account 
	11 12 12 12 12 12 
	44.4 333.8 6.8 (130.9) 612.5 
	44.3 332.8 52.6 6.8 (130.9) 584.6 

	Totalshareholders’ funds 
	Totalshareholders’ funds 
	13 
	919.4 
	890.2 


	52.8 
	52.8 

	Thefinancialstatements onpages98to105 were approvedbytheBoardon28November2013andsigned onitsbehalfby: 
	Figure
	RalphFindlay 
	ChiefExecutiveOfficer 28 November 2013 
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	NOTES 
	NOTES 
	NOTES 
	For the 53 weeks ended 5 October 2013 
	1.ACCOUNTINGPOLICIES 
	Basis ofpreparation 

	The Company financial statements are prepared on the going concern basis, under the historical cost convention, as modified by the revaluation of certain freehold and leasehold properties and derivative financial instruments, and in accordance with the Companies Act 2006 and applicable UK accounting standards. 
	As permitted by section 408(3) of the Companies Act 2006, no profit and loss account has been presented for the Company. As permitted by section 408(2) of the Companies Act 2006, information about the Company’s employee numbers and costs has not been presented. 
	Relatedpartydisclosures 
	Relatedpartydisclosures 

	The Company is exempt under the terms of FRS 8 from disclosing related party transactions with entities that are part of the Group. 
	Revenue and other operatingincome 
	Revenue and other operatingincome 

	Revenue represents rents receivable from licensed properties, which is recognised in the period to which it relates. Other operating income comprises mainly rents from unlicensed properties. 
	Current anddeferredtax 
	Current anddeferredtax 

	The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date and is measured at the amount expected to be paid to or recovered from the tax authorities. 
	Deferred tax is recognised in respect of all timing differences that have originated but not reversed by the balance sheet date that give rise to an obligation to pay more or less tax in the future. Timing differences are differences between the Company’s taxable profits and profits as stated in the financial statements. Deferred tax assets and liabilities are not discounted and assets are only recognised where recoverability is probable. 
	Fixed assets 
	Fixed assets 

	• 
	• 
	• 
	Freehold and leasehold properties are stated at valuation or at cost. Fixtures, fittings, plant and equipment are stated at cost. 

	• 
	• 
	Depreciation is charged to the profit and loss account on a straight-line basis to provide for the cost of the assets less residual value over their useful lives. 

	• 
	• 
	Freehold and long leasehold buildings are depreciated to residual value over 50 years. 

	• 
	• 
	• 
	Short leasehold properties are depreciated over the life of the lease. 


	• 
	• 
	Fixtures, fittings, plant and equipment are depreciated over periods ranging from 3 to 15 years. 

	• 
	• 
	Own labour and interest costs directly attributable to capital projects are capitalised. 

	• 
	• 
	• 
	Land is not depreciated. 



	Properties are revalued by qualified valuers at least once in each rolling five year period, on an existing use basis. Substantially all of the Company’s properties have been externally valued in accordance with the Royal Institution of Chartered Surveyors’ Red Book. These valuations are performed directly by reference to observable prices in an active market or recent market transactions on arm’s length terms. Internal valuations are performed on the same basis. 
	When a valuation is below current carrying value, the asset concerned is reviewed for impairment. Impairment losses are charged to the revaluation reserve to the extent that a previous gain has been recorded, and thereafter to the profit and loss account. Surpluses on revaluation are recognised in the revaluation reserve, except to the extent they reverse previously charged impairment losses, in which case the reversal is recorded in the profit and loss account. 
	Assetsheldfor sale 
	Assetsheldfor sale 

	Assets, typically properties, are categorised as held for sale when the value of the asset will be recovered through a sale transaction rather than continuing use. This condition is met when the sale is highly probable, the asset is available for immediate sale in its present condition and is being actively marketed. In addition, the Company must be committed to the sale and completion should be expected to occur within one year from the date of classification. Assets held for sale are valued at the lower o
	Disposals offixedassets 
	Disposals offixedassets 

	Profit/loss on disposal of fixed assets represents net sale proceeds less carrying value of the assets. Any element of the revaluation reserve relating to the fixed assets disposed of is transferred to the profit and loss reserve at the date of sale. 
	Leases 
	Leases 

	Rental costs under operating leases are charged to the profit and loss account over the term of the lease. The cost of assets held under finance leases is included within tangible fixed assets and depreciation is provided in accordance with the policy for the class of asset concerned. The corresponding obligations under those leases are shown as creditors. The finance charge element of rentals is charged to the profit and loss account as incurred. 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	1. ACCOUNTINGPOLICIES CONTINUED 
	Lease premiums received are recognised on a straight-line basis over the life of the lease. 
	Obligations arising from sale and leaseback arrangements with repurchase options that do not fall within the scope of SSAP 21 ‘Accounting for leases and hire purchase contracts’ are classified as other lease related borrowings and accounted for in accordance with FRS 26 ‘Financial Instruments: Recognition and Measurement’. 
	Investments in subsidiaries 
	Investments in subsidiaries are stated at cost, less any provision for diminution in value. 
	Provisions 
	Provisions are recognised in the balance sheet when the Company has a present legal or constructive obligation as a result of a past event and it is probable that an outflow of economic benefits will be required to settle the obligation. 
	Dividends 
	Dividends proposed by the Board but unpaid at the period end are recognised in the financial statements when they have been approved by the shareholders. Interim dividends are recognised when paid. 
	Preference shares 
	Preference shares are treated as borrowings, and dividends payable on those preference shares are charged as interest in the profit and loss account. 
	Group undertakings 
	There is an intra group funding agreement in place between the Company and certain other members of the Marston’s Group. This agreement stipulates that all balances outstanding on any intercompany loan account between these companies which exceed £1 are interest bearing at a prescribed rate. 
	In the current period it was agreed that no interest would be charged on any balances due to/from certain Group companies during the period of their restructuring. 
	There is a 12.5% subordinated loan due to the Company from Marston’s Pubs Limited. No interest is payable on any other amounts owed by/to Group companies who are not party to the intra group funding agreement. 
	All amounts owed by/to Group undertakings are unsecured and, with the exception of the subordinated loan, repayable on demand. 
	Derivativefinancialinstruments 
	The Company uses derivative financial instruments to hedge the Group’s exposure to fluctuations in interest rates. Derivative financial instruments are initially recognised in the balance sheet at fair value and are subsequently remeasured to their fair value at each balance sheet date. The Company has not designated any derivative financial instruments as hedging instruments and as such any gains or losses on remeasurement are recognised in the profit and loss account immediately. 
	2. AUDITORS’ REMUNERATION 
	2. AUDITORS’ REMUNERATION 

	Fees payable to the Company’s Auditors for the audit of the Company’s annual accounts are disclosed in note 3 to the Group financial statements. Fees paid to the Company’s Auditors for non-audit services to the Company itself are not required to be disclosed as the Group financial statements disclose such fees on a consolidated basis. 
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	3. TANGIBLEFIXEDASSETS 
	3. TANGIBLEFIXEDASSETS 
	3. TANGIBLEFIXEDASSETS 

	Land and buildings £m 
	Land and buildings £m 
	Fixtures, fittings,plant and equipment £m 
	Total £m 

	Cost or valuation At 30 September 2012 Additions Net transfers to assets held for sale and disposals Revaluation Net transfers from Group undertakings At 5October 2013 
	Cost or valuation At 30 September 2012 Additions Net transfers to assets held for sale and disposals Revaluation Net transfers from Group undertakings At 5October 2013 
	176.5 37.7 (0.7) 2.2 84.5 300.2 
	15. 5 8. 0 (1. 3 ) – – 22.2 
	192.0 45.7 (2.0) 2.2 84.5 322.4 

	Depreciation At 30 September 2012 Charge for the period Net transfers to assets held for sale and disposals Revaluation At 5October 2013 
	Depreciation At 30 September 2012 Charge for the period Net transfers to assets held for sale and disposals Revaluation At 5October 2013 
	0.3 1.2 – (0.4) 1.1 
	6.6 1.5 (1.3) – 6.8 
	6.9 2.7 (1.3) (0.4) 7.9 

	Net book value at 29 September 2012 Netbook value at5October 2013 
	Net book value at 29 September 2012 Netbook value at5October 2013 
	176.2 299.1 
	8.9 15.4 
	185.1 314.5 

	The net book value of land and buildings is split as follows: 
	The net book value of land and buildings is split as follows: 
	2013 £m 
	2012 £m 

	Freehold properties Leasehold properties over 50 years unexpired Leasehold properties under 50 years unexpired 
	Freehold properties Leasehold properties over 50 years unexpired Leasehold properties under 50 years unexpired 
	207.3 78.1 13.7 299.1 
	120.3 44.9 11.0 176.2 

	Cost or valuation of land and buildings comprises: 
	Cost or valuation of land and buildings comprises: 
	2013 £m 
	2012 £m 

	Valuation At cost 
	Valuation At cost 
	264.1 36.1 
	175.5 1.0 

	TR
	300.2 
	176.5 


	If the land and buildings had not been revalued, the historical cost net book value would be £246.5 million (2012: £123.8 million). 
	Cost at 5 October 2013 includes £6.3 million (2012: £1.0 million) of assets in the course of construction. 
	Capital expenditure authorised and committed at the period end but not provided for in the financial statements was £0.5 million (2012: £1.0 million). 
	The net book value of land and buildings held under finance leases at 5 October 2013 was £21.4 million (2012: £nil). The net book value of land and buildings held as part of sale and leaseback arrangements that do not fall within the scope of SSAP 21 ‘Accounting for leases and hire purchase contracts’ was £112.0 million (2012: £nil). 
	Revaluation/impairment 
	Revaluation/impairment 

	During the current period various properties were reviewed for impairment and/or material changes in value. These valuation adjustments were recognised in the revaluation reserve or the income statement as appropriate. 
	At 1 July 2012 independent chartered surveyors revalued the Company’s freehold and leasehold properties on an open market value basis. These valuations were incorporated into the financial statements and the resulting revaluation adjustments were taken to the revaluation reserve or profit and loss account as appropriate. 
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	Forthe53 weeksended5October2013 
	3. TANGIBLEFIXEDASSETS CONTINUED 
	The impact of the revaluations/impairments described above is as follows: 
	2013 2012 
	2013 2012 

	£m£m Profitandloss account: 
	Revaluation loss charged as an impairment 
	Revaluation loss charged as an impairment 
	Revaluation loss charged as an impairment 
	– 
	(25.2) 

	Reversal of past impairments 
	Reversal of past impairments 
	1.6 
	0.6 

	TR
	1.6 
	(24.6) 


	Revaluation reserve: Unrealised revaluation surplus Reversal of past revaluation surplus 
	Revaluation reserve: Unrealised revaluation surplus Reversal of past revaluation surplus 
	Revaluation reserve: Unrealised revaluation surplus Reversal of past revaluation surplus 
	1.0 – 1.0 
	27.7 (4.6) 23.1 

	Net increase/(decrease) in shareholders’ funds/fixed assets 
	Net increase/(decrease) in shareholders’ funds/fixed assets 
	2.6 
	(1.5) 

	4. FIXEDASSETINVESTMENTS 
	4. FIXEDASSETINVESTMENTS 

	TR
	Subsidiary 

	TR
	undertakings 

	TR
	£m 

	Cost 
	Cost 


	At 30 September 2012 and 5 October 2013 Impairments At 30 September 2012 and 5 October 2013 
	At 30 September 2012 and 5 October 2013 Impairments At 30 September 2012 and 5 October 2013 
	At 30 September 2012 and 5 October 2013 Impairments At 30 September 2012 and 5 October 2013 
	312.0 51.1 

	Net book value at 29 September 2012 Netbook value at5October 2013 
	Net book value at 29 September 2012 Netbook value at5October 2013 
	260.9 260.9 

	The principal subsidiary undertakings are: 
	The principal subsidiary undertakings are: 
	Countryofincorporation 
	Nature ofbusiness 
	% held 
	Class ofshare 


	Marston’s Trading Limited Marston’s Property Developments Limited Marston’s Pubs Limited Marston’s Estates Limited Marston’s Operating Limited Banks’s Brewery Insurance Limited 
	Marston’s Trading Limited Marston’s Property Developments Limited Marston’s Pubs Limited Marston’s Estates Limited Marston’s Operating Limited Banks’s Brewery Insurance Limited 
	England England England England England Guernsey 

	Pub retailer and brewer Property developer Pub retailer Property management Pub retailer and brewer Insurance 
	Pub retailer and brewer Property developer Pub retailer Property management Pub retailer and brewer Insurance 
	100 Ordinary £5 shares 100 Ordinary £1 shares 100 Ordinary £1 shares 100 Ordinary 25p shares 100 Ordinary £1 shares 100 Ordinary £1 shares 

	Details of the principal operating subsidiaries by type of business are set out above. All of these are held directly by Marston’s PLC with the exception of Marston’s Operating Limited, which is a wholly-owned subsidiary of Marston’s Estates Limited, and Marston’s Pubs Limited, which is a wholly-owned subsidiary of Marston’s Pubs Parent Limited, an intermediate holding company. A complete list of subsidiary undertakings is available at the Group’s registered office and will be filed with the next Annual Ret
	The Group financial statements also include the consolidation of Marston’s Issuer PLC, which the Directors consider to be a special purpose entity. The ultimate parent undertaking of Marston’s Issuer PLC is Wilmington Trust SP Services (London) Limited, which holds the shares of the company’s parent company under a charitable trust. Marston’s Issuer PLC was set up with the sole purpose of issuing debt secured on the assets of Marston’s Pubs Limited. 
	5. ASSETSHELDFORSALE 
	5. ASSETSHELDFORSALE 
	5. ASSETSHELDFORSALE 

	2013 
	2013 
	2012 

	£m 
	£m 
	£m 

	Properties 
	Properties 
	5.7 
	10.1 


	6. DEBTORS 
	6. DEBTORS 

	2013 2012 £m £m 
	Amountsfallingduewithinoneyear 

	Amounts owedbyGroupundertakings 733.7 761.4 Interest owed by Group undertakings 30.2 22.9 Derivativefinancialinstruments 22.6 38.2 Prepayments andaccruedincome 0.1 2.3 Otherdebtors 0.9 0.2 
	787.5 825.0 
	787.5 825.0 

	Amounts fallingdue after more than one year 
	Amounts fallingdue after more than one year 
	Amounts fallingdue after more than one year 
	2013 £m 
	2012 £m 

	12.5% subordinated loan owed by Group undertakings 
	12.5% subordinated loan owed by Group undertakings 
	629.1 
	566.1 

	7. CREDITORS 
	7. CREDITORS 

	TR
	2013 
	2012 

	Amounts fallingdue within one year 
	Amounts fallingdue within one year 
	£m 
	£m 


	Amounts owedtoGroupundertakings 876.2 884.2 Interest owed to Group undertakings 43.7 33.5 Financeleases 0.1 – Corporationtax 17.0 6.1 Accruals anddeferredincome 1.6 3.1 Derivativefinancialinstruments 22.6 38.2 Other creditors 10.3 11.0 
	971.5 976.1 
	971.5 976.1 

	Other creditors representamounts payable in respectofa supplier creditarrangement. 
	Other creditors representamounts payable in respectofa supplier creditarrangement. 
	Other creditors representamounts payable in respectofa supplier creditarrangement. 

	2013 
	2013 
	2012 

	Amounts fallingdue after more than one year 
	Amounts fallingdue after more than one year 
	£m 
	£m 

	Finance leases 
	Finance leases 
	20.8 
	– 

	Other lease relatedborrowings 
	Other lease relatedborrowings 
	87.7 
	– 

	Preference shares 
	Preference shares 
	0.1 
	0.1 

	Accruals anddeferredincome 
	Accruals anddeferredincome 
	18.1 

	TR
	126.7 
	–0.1 


	Thepreferencesharescarryarighttoafixedpreferentialdividend.Theyparticipateintheevent ofawinding-up and carrytheright to attendandvote at general meetings of the Company. 
	Liabilitiesdisclosed undercreditorsfalling due aftermore than one yearwhich are due forrepaymentaftermore than five yearsfrom the balance sheet date total £108.3 million (2012: £0.1 million). 
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	NOTES CONTINUED 
	Forthe53 weeksended5October2013 
	8. PROVISIONS FORLIABILITIES ANDCHARGES 
	8. PROVISIONS FORLIABILITIES ANDCHARGES 
	8. PROVISIONS FORLIABILITIES ANDCHARGES 

	TR
	Deferred tax 
	Property leases 
	Tot al 

	TR
	£m 
	£m 
	£m 


	At 30 September 2012 6.0 3.9 9.9 Released in the period – (0.6) (0.6) Provided in the period – 0.3 0.3 Unwinding of discount – 0.1 0.1 Utilised in the period – (1.0) (1.0) Credited to the profit and loss account (0.3) – (0.3) 
	At5October2013 5.7 2.7 8.4 
	When valuations of leasehold properties (based on future estimated discounted income streams) give rise to a deficit as a result of onerous lease conditions they are recognised as liabilities in provisions. Payments are expected to continue on these properties for periods of 1 to 31 years (2012: 1 to 32 years). 
	Deferredtax 
	The amount provided in respect of deferred tax is as follows: 2013 2012 £m £m Excess of capital allowances over accumulated depreciation 5.7 6.0 
	Deferred tax has been calculated at the tax rates expected to apply in the periods in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date. 
	9. OPERATING LEASE COMMITMENTS 
	At 5 October 2013 the Company had annual commitments under non-cancellable operating leases as follows: 
	2013 
	2013 
	2013 
	2012 

	Land and 
	Land and 
	Land and 

	Leases which expire: 
	Leases which expire: 
	buildings £m 
	Other £m 
	buildings £m 
	Other £m 


	Within one year 0.1 – 
	–
	–

	Later than one year and less than five years 0.5 – – 0.5– After five years 4.2 – 5.9 – 
	Table
	TR
	4.8 
	– 6.4 
	– 

	10. FINANCELEASEOBLIGATIONS Obligations under finance leases are as follows: Due: 
	10. FINANCELEASEOBLIGATIONS Obligations under finance leases are as follows: Due: 
	2013 £m 
	2012 £m 


	Within one year 1.2 – Later than one year and less than five years 4.9 – After five years 41.4 – 
	Within one year 1.2 – Later than one year and less than five years 4.9 – After five years 41.4 – 
	At 30 September 2012 332.8 52.6 6.8 (130.9) 584.6 845.9 Issue of shares 1.0 – – – – 1.0 Property revaluation – 1.0 – – – 1.0 Disposal of properties – (0.4) – – 0.4 – Transfer to profit and loss account – (0.4) – – 0.4 – Profit for the financial period – – – – 62.4 62.4 Dividends paid – – – – (35.3) (35.3) 

	47.5 
	47.5 
	47.5 
	– 

	Future finance charges 
	Future finance charges 
	(26.6) 
	– 

	Present value of finance lease obligations 
	Present value of finance lease obligations 
	20.9 


	– Number 2013 2012 Number Value Value Allotted, calledupandfullypaid m £m m £m Ordinary shares of 7.375p each: At beginning of the period 601.1 44.3 600.9 44.3 Allotted under share option schemes 1.5 0.1 0.2 – At endofthe period 602.6 44.4 601.1 44.3 
	12. RESERVES 
	12. RESERVES 
	12. RESERVES 

	TR
	Share premium account 
	Revaluation reserve 
	Ca pita l re de m ptio n r es er ve 
	Own shares 
	Profit and loss acco unt 
	Total 

	TR
	£m 
	£m 
	£m 
	£m 
	£m 
	£m 


	At 5October 2013 
	At 5October 2013 
	At 5October 2013 
	333.8 
	52.8 
	6.8 
	(130.9) 
	612.5 
	875.0 

	The capital redemption reserve arose on share buy-backs. 
	The capital redemption reserve arose on share buy-backs. 

	Details of own shares are provided in note 28 to the Group financial statements. 
	Details of own shares are provided in note 28 to the Group financial statements. 

	13. RECONCILIATIONOFMOVEMENT IN SHAREHOLDERS’ FUNDS 
	13. RECONCILIATIONOFMOVEMENT IN SHAREHOLDERS’ FUNDS 
	2013 £m 
	2012 £m 

	Profit for the financial period Dividends paid Issue of shares Revaluation of properties Net addition to shareholders’ funds Opening shareholders’ funds 
	Profit for the financial period Dividends paid Issue of shares Revaluation of properties Net addition to shareholders’ funds Opening shareholders’ funds 
	62.4 1.0 29.2 890.2 
	15.1 (33.5) 0.2 23.1 4.9 885.3 


	(35.3) 1.1 
	(35.3) 1.1 

	Closing shareholders’funds 919.4 890.2 
	14.CONTINGENTLIABILITIES 
	14.CONTINGENTLIABILITIES 

	The Company has entered into a Deed of Guarantee with Marston’s Trading Limited (‘Trading’) and the Trustees of the Marston’s PLC Pension and Life Assurance Scheme (‘the Scheme’) whereby it guarantees to the Trustees the ongoing obligations of Trading to contribute to the Scheme and the obligations of Trading to contribute to the Scheme in the event of a debt becoming due under section 75 of the Pensions Act 1995 on the occurrence of either Trading entering liquidation or the Scheme winding up. 
	On 14 December 2011 the Company, together with a number of its subsidiary undertakings, entered into a Deed of Guarantee with Barclays Bank PLC whereby it guarantees the obligations of Marston’s Trading Limited to Barclays Bank PLC. The maximum aggregate liability of the Guarantors under the deed as at 5 October 2013 was £15.0 million (2012: £20.0 million). 
	15.POSTBALANCESHEETEVENTS 
	15.POSTBALANCESHEETEVENTS 

	In November 2013 the Company entered into a sale and leaseback transaction in respect of 202 pubs held by other Group companies for consideration of £90.0 million. These pubs will be transferred to the Company prior to the completion of the sale and leaseback. 
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	INFORMATION FOR SHAREHOLDERS 
	INFORMATION FOR SHAREHOLDERS 
	AnnualGeneralMeeting 
	The Company’s AGM will be held on 21 January 2014 at 12 noon at Wolverhampton Racecourse, Holiday Inn Garden Court, Dunstall Park, Wolverhampton, WV6 0PE. 
	Financial calendar 
	Ex-dividend date for final dividend 18 December 2013 Record date for final dividend 20 December 2013 AGM and Interim Management Statement 21 January 2014 Final dividend payment date 3 February 2014 Half-year results May 2014 Ex-dividend date for interim dividend May 2014 Interim dividend payment date July 2014 
	These dates are indicative only and may be subject to change. 
	TheMarston’sPLC website 
	Shareholders are encouraged to visit our website for further information about the Company. The dedicated Investors section on the website contains information specifically for shareholders including share price information, historical dividend amounts and payment dates together with this year’s (and prior years’) Annual Report and Accounts. 
	www.marstons.co.uk 
	www.marstons.co.uk 


	Registrars 
	The Company’s shareholder register is maintained by our Registrar Equiniti. If you have any queries relating to your Marston’s PLC shareholding you should contact Equiniti directly by one of the methods below: 
	Online: – from here you will be able to securely email Equiniti with your query. Telephone: 0871 384 2274' Textphone: 0871 384 2255' Bypost: Equiniti, Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA 
	www.shareview.co.uk 
	www.shareview.co.uk 


	Dividendpayments 
	By completing a bank mandate form dividends can be paid directly into your bank or building society account. Those selecting this payment method will benefit from receiving cleared funds in their bank account on the payment date, avoiding postal delays and removing the risk of any cheques being lost in the post. To change how you receive your dividends contact Equiniti or visit 
	www.shareview.co.uk 
	www.shareview.co.uk 
	www.shareview.co.uk 


	Duplicatedocuments 
	If you have received two or more sets of the documents concerning the AGM this means that there is more than one account in your name on the shareholder register, perhaps because either your name or your address appear on each account in a slightly different way. If you think this might be the case and would like to combine your accounts, please contact Equiniti. 
	Movinghouse? 
	It is important that you notify Equiniti of your new address as soon as possible. If you hold 1,500 shares or fewer, and reside in the UK, this can be done quickly over the telephone. However, for holdings greater than 1,500 shares your instruction will need to be in writing, quoting your full name, shareholder reference number (if known), previous address and new address. 
	Electronic communications 
	Changes in legislation in recent years allow the Company to use its corporate website as the main way to communicate with shareholders. Annual Report and Accounts are only sent to those shareholders who have opted to receive a paper copy. Registering to receive shareholder documentation from the Company electronically will allow shareholders to: 
	• 
	• 
	• 
	view the Annual Report and Accounts on the day it is published; 

	• 
	• 
	receive an email alert when the Annual Report and Accounts and any other shareholder documents are available; 

	• 
	• 
	cast their AGM votes electronically; and 

	• 
	• 
	manage their shareholding quickly and securely online, through 
	www.shareview.co.uk 
	www.shareview.co.uk 




	This reduces our impact on the environment, minimises waste and reduces printing and mailing costs. For further information and to register for electronic shareholder communications visit 
	www.shareview.co.uk 
	www.shareview.co.uk 
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	BuyingandsellingsharesintheUK 
	BuyingandsellingsharesintheUK 

	If you wish to buy or sell Marston’s PLC shares and hold a share certificate, you can: 
	• 
	• 
	• 
	• 
	use the services of a stockbroker or high street bank; or 

	• 
	• 
	use a telephone or online service. 



	If you sell your shares in this way you will need to present your share certificate at the time of sale. Details of low cost dealing services may be obtained from or 0845 603 7037**. 
	www.shareview.co.uk 
	www.shareview.co.uk 


	Sharefraud warning 
	Sharefraud warning 

	Share fraud includes scams where investors are called out of the blue and offered shares that often turn out to be worthless or nonexistent, or an inflated price for shares they own. These calls come from fraudsters operating ‘boiler rooms’ that are mostly based abroad. While high profits are promised, those who buy or sell shares in this way usually lose their money. The Financial Conduct Authority (FCA) has found most share fraud victims are experienced investors who lose an average of £20,000, with aroun
	-

	If you are offered unsolicited investment advice, discounted shares, a premium price for shares you own, or free company or research reports, you should take these steps before handing over any money: 
	• 
	• 
	• 
	• 
	Get the name of the person and organisation contacting you. 


	• 
	• 
	Check the Financial Services Register at to ensure they are authorised. 
	www.fca.org.uk/register 
	www.fca.org.uk/register 



	• 
	• 
	• 
	Use the details on the FCA Register to contact the firm. 


	• 
	• 
	Call the FCA Consumer Helpline on 0800 111 6768 if there are no contact details on the Register or you are told they are out of date. 

	• 
	• 
	Search the FCA list of unauthorised firms and individuals to avoid doing business with. 

	• 
	• 
	• 
	Remember, if it sounds too good to be true, it probably is. 



	If you use an unauthorised firm to buy or sell shares or other investments, you will not have access to the Financial Ombudsman Service or Financial Services Compensation Scheme if things go wrong. 
	If you are approached about a share scam you should tell the FCA using the share fraud reporting form at , where you will find out about the latest investment scams. You can also call the Consumer Helpline on 0800 111 6768. 
	www.fca.org.uk
	www.fca.org.uk


	If you have already paid money to share fraudsters you should contact Action Fraud on 0300 123 2040. 
	* Calls cost 8 pence per minute plus network extras. Lines are open from 8.30am to 5.30pm Monday to Friday. ** Lines are open Monday to Friday, 8:00am to 4.30pm for dealing and until 6:00pm for enquiries. 
	Companydetails 
	Companydetails 

	Registered office: Marston’s House, Brewery Road, Wolverhampton, WV1 4JT Telephone: 01902 711811 Company registration number: 31461 
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