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into operation this spring. Later this
year we hope to commence work
within the old brewhouse, installing a
complete new brewstream to replace
the mash-tuns, coppers, etc, some of
which are the best part of a century
old.When that work is complete, in
2007, we shall be able to boast one
of the most modern breweries in the
country, hidden within our traditional
buildings at the heart of Southwold.

Our long-planned Logistics Centre,
in a disused gravel pit just outside the
town, should also be operational by
2007, making a radical difference to
our ability to service our customers
efficiently.This major investment will
provide us with a vital facility for
future expansion, flexible enough to
cope with most foreseeable needs.
Much more imminent is our
development of a new Cellar &
Kitchen Store, at Holkham on the
north Norfolk coast, which is
scheduled to open in the next few
months.We also hope to open
another store at Woodbridge, later
this year, if planning issues are
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CHAIRMAN’S REPORT

Sales of Adnams beers grew by 2.2%
in volume, as we consolidated our
position as one of the leading brands
of classic English beer in the on-trade
and gained further distribution for
our bottled beers, through the
supermarkets. Political gloom and
tough competition (not to mention
the miserable weather) have
significantly slowed our rate of
growth, as reported at the half-year
stage, but we are still on course to
meet our long-term targets. Another
year of strong sales for our imported
pilsner, Bitburger, was marked by 
a new 10-year contract with our
German partners, backed by
additional marketing support for the
brand. Our own pubs performed
well, and we continued to invest
heavily in the estate, with a number
of houses undergoing major
refurbishment.The Wine business 
had an excellent year, helped by 
the continued growth of wine in the
on-trade and by record-breaking sales
through the Wine Cellar & Kitchen
Store.The Hotels took a knock from
the weather, earlier in the season,

but recovered much of the lost
ground towards the end of the year.
The end result was a rise of 9% 
in pre-tax profits, and 5% increase 
in your dividend.

These are significant achievements
but I also believe that in numerous
less obvious ways we are pulling
ahead of our competitors, as we
continue to invest in people,
production, facilities and systems.
The detail of those investments can
be found in the Review of the Year
that follows, but I should like to pick
out a few highlights, to illustrate 
what I mean.

One of our long-term aims has
been to renew the fundamental
infrastructure of the business,
particularly with regard to
brewing and distribution.

As you know, we completed the first
two phases of our new Fermenting
Room in 2001 and 2003, and in 2004
we embarked on the third and final
phase, which is scheduled to come

2004 was full of challenges, but Adnams sales reached
record levels and operating profit increased for the sixth
successive year.The strength of your Company, across the
full range of the business, was proved by this performance
and we continue to invest for the future, confident in our
strategy, our brand and our values.
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satisfactorily resolved. Both sites will
enable us to reach more of our core
consumers with the exciting range of
Adnams wines, beers and food-
related items.

Less evident, but at least as
important to the success 
of Adnams has been our
continued investment in
people, through training and
personal development,
supported by an informal
working culture, based on
team-working and a set 
of clear values.

This transformation in the way that
we do business is much more difficult
for others to match, because it has
been a long, slow process, requiring
consistent application.The results are
now apparent in terms of employee
pride and motivation, our ability to
recruit and retain wonderful people,
our openness to change. Such an
approach is the basis of sustainable
success, because it encourages the
highest standards in everything we

do, enabling us to build strong
relationships with customers and
suppliers, local authorities and our
community of neighbours.

The long list of our awards, spanning
every area of the business,
demonstrates what I mean – that
Adnams can now measure itself
against the best practice of other
companies, large and small. In that
context I should like to quote the
judges of the National Complaints
Culture Award, which Adnams won 
in competition with some of the UK’s
biggest and best companies. “Adnams
was placed second in similar surveys
in 2001 and 2003, but was rated the
most effective complaints handling
culture in the 2004 survey.The
company has outscored many better
known brand names, with world class
performance on 9 out of 16
measured factors.”We also won
national awards for our bottled beers,
advertising and hotels – and regional
awards for the wine business, for
training & development and for
community impact. Even more

notable, in some ways, was that
Adnams was the first Suffolk
Company to win the (Norfolk-based)
Eastern Daily Press award for
Business of the Year!

We shall not, of course, rest on our
laurels. In addition to the major
infrastructure projects mentioned
above, we are hard at work on
various new developments, across the
Company.These include the next
stages in the evolution of our award-
winning advertising, the redeployment
of the sales and customer services
teams to meet the changing
opportunities of our core markets,
the integration of resources at our
hotels, an enhanced retail offer in the
shops, refinements in our financial
controls and management
information systems.

We have also decided to tackle
various outstanding issues with
regard to retirement benefits.

In common with almost every
company that runs a defined-benefit

EXPLORING NEW FLAVOURS
Our programme of brew-to-order beers, now in its third year, delivers an interesting
range of Adnams beers to our Tied and local free-trade customers, enabling them to offer
different flavours throughout the year. It is also a natural way for us to test the potential
for new beers and 2004 saw the introduction of Explorer.This exciting new, light coloured
bitter, made with Columbus hops from the USA, was launched in June, to much critical
acclaim. It quickly achieved distribution in over 400 of our Tied and top Free-Trade
accounts and consumer demand led us to extend availability throughout July and August.
Based on this success we have decided to increase the period it is to be available during
2005.We also plan to brew a celebration ale, for the bi-centenary of Trafalgar.



CHAIRMAN’S REPORT continued
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Managing Director and then as
Chairman, and has witnessed massive
changes during that time. He still
claims that he is the last one to turn
off the lights, and in numerous more
substantial ways has contributed his
own forthright views to our debates
around the Board table.We shall miss
his interjections and the sense of
continuity that he provides.

John bows out at a high point for
Adnams, as we look forward with
undiminished confidence to the
challenges of the future.Your
company is in good shape and we
have wonderful people working with
us, with a passion for ‘doing it right’.
I hope you will join me in thanking
them, for another excellent year.

SIMON LOFTUS
Chairman

Pension Scheme we have been facing
a large deficit, partly through the
performance of the stock and bond
markets, and partly because new
actuarial tables of life expectancy
have had a significant effect on the
calculation of scheme liabilities.We
have decided to face those liabilities,
in terms of the accrued entitlements
of employees, by making a payment in
2005 of £4.25million into the Pension
Scheme. As far as future entitlements
are concerned, we are examining the
entire issue of Company pension
benefits in the light of the changing
pension environment and
forthcoming legislation.

I should now like to comment
on the issues of succession
planning.

At Board level, in particular, we are
approaching a moment of transition
and we need to plan ahead, to
ensure the appropriate combination
of continuity and change.When I
retire in August 2006, Jonathan

Adnams will succeed me as Executive
Chairman and Andy Wood will
become Managing Director.We have
already strengthened the executive
Board by the appointment of
Stephen Pugh as Finance Director 
(in September 2003) and Steve
Curzon as Marketing Director, at the
beginning of this year.We now need
to consider the right balance of non-
executive Directors, since our longest
serving Board member, John Adnams,
has decided to retire at the
forthcoming AGM, and another
valued non-executive, David Woodhall,
will retire in August 2006.William
Kendall and Robert Nicholson will
continue to serve the Board and it is
our intention to recruit a new non-
executive Director, within the coming
year.The Board has also invited me to
continue as a non-executive, following
my retirement as Chairman.

Finally I should like to take this
opportunity of paying tribute to John
Adnams. He has been a Director for
47 years, including long spells as
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DOING THINGS RIGHT

Sustainability
We work for the long-term, looking
beyond immediate success to a
sustainable future.

Diversity
We encourage diversity of choice,
experience and employment
opportunity.

Fulfilment
We want fulfilled customers and
employees, whose lives are enriched by
their involvement with Adnams.

Quality
We want to create the best products
and offer the best service, and are
always looking for ways to improve.

Environment
We aim to manage our impact
positively on the social, natural, and
built environment.

Integrity
We deal with people openly and
honestly, building strong, supportive
relationships.

Pride
We take pride in all that we do, aiming
to be a beacon to inspire others.

Community
We value our place in the community,
and work to enhance the quality of
local life.

Commitment
We expect commitment to these
values, and aim to translate them into
everyday realities.

Our values shape all that we do.
Partly it’s a matter of trust and integrity
but it’s also about enjoyment – helping
to enhance the quality of life in every
way we can.

ADOPT A BEACH
Adnams and the coast are
inextricably linked – our marketing
campaign, our provenance and our
heritage.That’s why in September we
organised a beach clean in association
with the Marine Conservation
Society’s annual Beachwatch campaign.
Over 30 Adnams employees and their
families volunteered to give up their
Saturday to clean a section of
Southwold’s beach. Suffolk beaches
are relatively clean but the Adnams
Beach Clean Team discovered a host
of ‘foreign items’ including fishing
debris, litter and even a traffic cone! 

Adnams has since adopted this
section of beach with the promise of
regular beach cleans.The project has
been highly successful; not only does
it allow us to put our values into
practice by demonstrating our
commitment to the environment and
our community, but it was also a
great team development exercise.
Employees from across the company
came together to ‘do good’ with 
a genuine purpose.The project
attracted excellent regional press
coverage on radio, press 
and television.



unable to find any new outlets that
matched our criteria, but disposed 
of one house that no longer meets
our requirements.

This constant programme of
upgrading the quality of our pub
estate continues to generate an
excellent return. Despite the poor
weather, which had a noticeable
impact on trade, beer sales matched
the previous year and wines once
again recorded a significant increase.

Hotels
The Swan and The Crown at
Southwold, the home of Adnams, have
a special role to play as the flagships of
all that we do best.The Swan benefited
from continuing refurbishments of the
bedrooms and our investment in staff
training and customer service.The
results were very high levels of guest
satisfaction, the award of a second AA
Rosette for food quality and profits
that matched the previous year, despite
the dismal effects of the weather.The
Crown is perhaps more susceptible 
to a poor weather pattern and a
tightening of consumer spend than 
The Swan, and this saw a drop in
profits following the record year in
2003. By mid-summer the team was
back ‘on song’ and we were pleased 
to win the Les Routiers ‘Wine Pub 
of the Year’ award.
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REVIEW OF THE YEAR

OUR PLACE IN THE
MARKET

Beer
The UK cask beer market at headline
level continues to show steep decline.
As with many mature markets we are
seeing increased competition together
with simultaneous consolidation
through the acquisition of well-known
brands by some of our competitors
and fragmentation through multiple
small-scale new entrants. Our analysis
of the market suggests a picture where
volume or commodity brands are
experiencing sharp declines whilst well-
supported brands that enjoy a
consumer franchise and premium
image are continuing to make progress.
This latter area is firmly the territory of
the Adnams beer brand and
consequently we saw total brand
volumes move forward in 2004 by
2.2% and the popularity of the brand
validated by once again being chosen
as one of the top 10 ‘Desert Island
brands’ by publicans nationwide1. Our
imported Premium Pilsner Bitburger
also continued to perform well and
delivered total brand growth of 5%.

Wines
In a very competitive wine market,
dominated by the major supermarkets
and off-license chains, we continue to
develop our niche and to gain new

business.As with our beers,Adnams
appeals to discerning consumers,
looking for distinctive and characterful
wines, and we seem to have caught
their imagination, resulting in substantial
increases in wine turnover and
profitability.That success in the retail
market was matched in the on-trade,
where our Tied and Free-trade
businesses managed to grow wine
volumes by almost 15%.We regard it
as something of a triumph to have
succeeded in raising the standard of
wine in pubs, notoriously the most
difficult market.We also received
recognition from our peers and
competitors, who honoured Adnams
as East of England Wine Merchant 
of the Year, in the 2004 International
Wine Challenge.

Pubs
Quality, not quantity is our aim.
Our determination to make each 
pub a beacon of Adnams excellence
means that we have concentrated 
our investment on developing the
considerable potential within our
existing estate.Three major projects
were completed during the year 
(at the County, Ipswich, the Cherry
Tree,Woodbridge, and the Bridge
House, London) as well as numerous
minor refurbishments. We are
extremely selective when considering
potential acquisitions and were

Adnams has continued to strengthen 
its position in a challenging market,
as the premium brand of choice for
discriminating consumers.

1 Source: Publican Magazine
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ADNAMS THROUGH
& THROUGH

In everything we do, we strive
for distinctive excellence.

We are proud to do different, not 
just for the sake of it but because 
we believe that quality investment,
in our brand, our customers and 
our community is a better way of
doing business. 2004 was a year 
of notable achievements – through 
and through.

Beer from the Coast 
Intelligent advertising has a vital role to
play in achieving success for the
Adnams brand in a crowded
marketplace for beer.The distinctive
and original ‘Beer from the Coast’
campaign has received unprecedented
levels of support from consumers and
tenants alike since its introduction at
the end of 2003. Having the memorable
qualities of some of the great
advertising campaigns of the past, with
contemporary wit and style, the
advertising increases consumers’ sense
of their involvement with Adnams, as
the discriminating brand of choice.The
iconography and symbolism of Chris

EAT THE VIEW
One of the key ingredients of the Adnams brand is a sense of place, so local food sourcing
is particularly important to us.The menus at our hotels now carry a special symbol
alongside dishes where the core ingredients come from producers who share our
commitment to sustainable agriculture – and our chefs have been active in developing
close relationships with local suppliers, particularly where we can add a distinctively
Adnams flavour to the end product.The latest addition to the range is our superb Adnams
Bacon, made from free-range local pork, cured in Broadside. It’s a classic case of social
commitment leading to better business, as we benefit the environment by minimising
transport costs, support the local economy and add to the enjoyment of our guests.

Wormell’s imagery coupled with the
intelligence of the concepts themselves
build a very distinctive personality,
unique to Adnams – and those
qualities achieved national recognition
from the advertising industry, with the
Campaign Magazine Awards.Additional
illustrations to be released this year will
extend the campaign into quality
weekend supplements such as the
Sunday Times magazine, as well as
strengthening Adnams position in the
Anglia heartland.

A new look for the Hotels 
Echoing the coastal theme of our beer
advertising, in ways that reflect the
particular character of The Swan and
The Crown, has been a priority for the
evolution of our marketing campaign.
We also wanted to reinforce the sense
that both hotels shared common
features, in terms of their commitment
to service and a specifically ‘Adnams’
feel, while celebrating the ways in
which they provide a truly English
coastal experience and the perfect way
to discover Southwold.The result was
a new look for the hotels, from menus
to brochures, signage to staff uniforms,
which we introduced in the second
half of 2004.Adnams won a national

award for Hotel Brochure of the Year
and the response of our guests has
been equally enthusiastic. Just as
positive has been their reaction to the
introduction of our ‘fresh air’ policy,
with both hotels going completely
non-smoking from 1 January 2005.

You can have too much
of a good thing
Confident that great beers and
distinctive wines enhance the quality 
of life, we are determined to promote
their sale in responsible ways. Our aim
is to encourage more people to drink
Adnams, not for individuals to drink
more – and all our marketing is
consistent with that approach. During
the past year we have also worked
closely with local organisations and
young people to produce informative
‘alco-cards’ and an educational video
(partly financed by a grant from Arts 
& Business), undertaken widespread
staff training, held discussions with our
pub tenants and the police, produced
clear and informative leaflets and
devised a subtle variant on our ‘Beer
from the Coast’ campaign. Further
work is in hand to improve the clarity
of information on the back labels of
our beers and wines.All of which is



brought together with a simple
strapline – ‘Remember, you can have
too much of a good thing’.

Ease of access
Disability access is one of those issues
to which many companies pay lip service
but few devote much time or effort.
We have been determined to do
better, making it a matter of high priority
for our pubs, hotels and shops.

One of the most challenging projects
we faced during the past year was the
renovation of the County in Ipswich,
a pub that needed major surgery to
bring it up to our desired standards,
re-building everything from kitchens
and toilets to the bar and restaurant
areas.The pub was on many different
levels, presenting daunting obstacles 
in terms of disabled access, but we 
feel proud of the results, which have
achieved our aim of solving the specific
problems for disabled people in ways
that benefit all customers and truly
enhance the business.

Different challenges were faced at 
The Swan in Southwold, where we
wished to provide a fully ‘accessible’
bedroom, complete with special beds
and other equipment, that matched
the high standards of décor of our
other rooms, enabling able-bodied

guests to feel comfortable there.
Advised by one of our regular 
guests, herself disabled, we 
achieved a result that has been 
widely acclaimed.

Developing the wine business
2004 proved to be a year of
planning and change for the Wine
business. During the early part of
the year we amalgamated our on-
trade Wine sales team with our Beer
sales team as the first part of an
integration programme aimed at
reducing duplication, delivering
consistent levels of customer service
and increasing the efficiency and
effectiveness of our system in the
widest sense.These changes were
followed later in the year by supply
chain integration and will be
completed early in 2005 with
integration of our Call Centres.
The reorganisation proved
successful, improving focus and
service levels and reducing costs –
all of which enabled the Wine
business (both on-trade and retail)
to move forward significantly. 2005
looks as if it will be no less hectic 
as we look forward with excitement
to the opening of more of our
successful Cellar & Kitchen stores
around East Anglia.
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REVIEW OF THE YEAR continued

TENANTS’
FORUMS
Our tenanted pub estate is relatively
small by industry standards but we
care passionately about our retail
offer and the service we provide
our tenants. In the autumn we held
a series of meetings with over 80
people from 40 of our tenancies 
to discuss common issues, as we
work together to make every 
one of our pubs a beacon of
Adnams excellence.These forums
strengthened the mutual
understanding between Adnams and
its tenants, highlighting issues where
the Company needs to offer support
and providing the opportunity for
our publicans to exchange views and
experience between themselves.
Not surprisingly much of our
discussions concerned industry
issues that have been the subject of
British media headlines such as
binge drinking, new licensing laws
and potential smoking bans.Areas
addressed in particular included the
responsible service of alcohol (our
thanks go to Suffolk Constabulary
for their participation throughout
these events), resources to help
attract and retain staff and additional
marketing support to tenants.
We learnt much that we shall
implement together during the
coming year.
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of customer.There is much more 
to be done, but we have made
real progress.

National recognition
It was tremendous to see our 
on-trade customer service team win
the National Customer Complaints
Culture Survey, improving upon their
second place in 2003.This award
(organised by TMI in conjunction
with the Institute of Customer
Service) is competed for by national
and international organisations, and 
it is testament to the skill and
dedication of our front line teams
that we were able to achieve first
place.The author of the Survey,
Dr Clive Hicks, commented that
“We have been impressed by the
culture we experience when we
meet your employees, but also know
that there’s a realism about what still
needs to be improved. We can say
for sure that Adnams isn’t
complacent.”That focus on further
improvement has encouraged us to
play host to a number of well-known
companies, which have visited
Southwold during the second half of
the year to benchmark their
processes and service levels against
ours. We learn from each other.
At a more local level we were

delighted with the results of our latest
Customer Satisfaction Survey, which
showed that Adnams consistently
achieves higher ratings than its key
competitors, measured against a
number of different criteria.The survey
highlighted a number of areas in need
of further improvement but the overall
message was clear, that pubs prefer to
deal with Adnams, because we serve
them better.

Further improvements 
For 2005 it is our intention to develop
service levels still further by bringing
together Logistics, Call Centre and
Cellar Service teams in a single
Customer Services operation, ensuring
that service, along with Marketing and
Sales, is central to our strategy.We
have also started work on a next
generation customer relationship
management (CRM) system.This 
IT-based approach will help us to
achieve an even better understanding
of our customers’ needs, allowing us 
to target our activities towards those
for whom the Adnams brand is or 
can be an essential part of their retail
offer. Customer service has contributed
a great deal in 2004 and by every
measure can be seen to have been
successful. It is our intention to build on
this further in 2005.

ADNAMS PEOPLE
In May 2004 we took a further step towards enhancing employee participation in the
business when we established an Employee Forum, with elected representatives from 
all areas of the Company.The group meets quarterly and is chaired by a Director.
It provides a means for employees to contribute ideas or raise issues of concern,
and allows the Board to obtain feedback on new proposals.The group is also involved 
in disseminating information to other employees, and is one of the ways in which we
continually strive to improve the process of internal communication, through real
involvement in the implementation of change.

CUSTOMERS FIRST

Customer service is at the
heart of what we do.

Professional, committed and
enthusiastic people are vital in
delivering the level of service that 
our customers expect and value.
That personal touch, combined 
with sophisticated understanding 
of customer needs, gives us real
competitive advantage.

Listening and learning
Through listening, discussion and
input from external experts we
develop a shared understanding of
the issues and agree the best ways
forward.This process of external
benchmarking has been enhanced 
by the introduction of a significantly
more detailed Customer Satisfaction
Survey and by the continued
development of our Tied Estate
Tenants’ Forums, at which we explore
salient and topical issues affecting our
industry. Such improved understanding,
combined with the use of technologies
that target and personalise offers
more accurately, has enabled us 
to improve the effectiveness of our
marketing literature and focus on 
the specific needs of different types
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REVIEW OF THE YEAR continued

ENVIRONMENT &
SOCIETY

Managing our social and
environmental impact is part 
of the way that we do business,
not a separate agenda.

Earlier in this report you will have read
about our fresh air policy at the Hotels,
initiatives to do with responsible
drinking, local sourcing of food supplies,
improvements in disability access,
working with local schools as part of
management training – some of the
ways that we put our values into
practice, for the benefit of the business.
Those who want more detail should
check out our website
(www.adnams.co.uk/aboutus/impact.html),
but here we should like to highlight a
few key topics, of particular importance.

Energy and emissions
As the cost of energy continues to
rise, it is more critical than ever to

achieve operational efficiency.The two
key areas for us are production and
logistics and we can report further
modest improvements in both, which
helped us to achieve the maximum
rebate on the Climate Change Levy, as
we have done every year since this tax
was introduced. By exceeding our
targets in this respect, we even have a
‘surplus’ available to sell through the
newly established UK Emissions 
Trading Scheme.

Future investment in the brewery and
our plans for a new, low-energy
Logistics Centre should enable us to
make further radical improvements in
energy utilisation, as we move towards
our aim of being one of the most
energy efficient brewers in the UK.

Enterprise education
Our project with Kirkley High School
(now in its second year) has achieved
national recognition, as a model of
excellence.Young people with

entrepreneurial potential are helped to
develop through a special syllabus,
focussed on business, and a small
group of students comes to Adnams
every Friday, to work with our teams
throughout the company.This in turn
encourages employee volunteering and
helps to embed our values in the
business, through practical engagement
with a local project of which everyone
can be proud.The results have been
remarkable, both for Kirkley and 
for Adnams.

The project was also highlighted this
year at various national and regional
events, including the Make Your Mark
conference at Churchill College,
Cambridge – part of the government
– sponsored National Enterprise
Week.We are now working on further
initiatives with the Lowestoft schools,
closely linked to our management
development programmes.This is 
a very practical way of combining
business needs and social engagement.

THE ADNAMS CHARITY
Corporate charity tends to be arms-length, uninvolved.We prefer to fund our own
charitable trust, which supports all manner of worthwhile causes within 25 miles of
Southwold.This is grassroots stuff, directly relevant to our local community.Through their
own elected Trustees, employees get a say in how the money is spent, and their
understanding of local needs ensures wide support for the Charity’s work. Good in itself,
this is also good for the business.We have now developed simple procedures to assist
shareholders who wish to mandate their Adnams dividends to the Charity, enabling us to
benefit from Gift Aid, and should be delighted to talk to you about this.
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FINANCE

The Company’s financial
position remains strong.

We have a valuable portfolio of eighty-
three pubs, mostly held as freeholds,
and two hotels.We are conservatively
geared and have solid interest cover.
We are conscious of the challenges
that we face in providing a good return
on our assets, but we believe that we
are doing the right things to achieve
such returns over our time horizon,
which is the long-term.

Our performance in 2004
Turnover increased by 7.3%, a little
over £3 million. Our beer and wine
businesses both grew well, though
turnover at our hotels was roughly
level with last year. Our fastest growing
area on a percentage basis was beer
export (but this was from a very low
base). In value terms it was our direct
distribution business that grew fastest,
performing very strongly in both wine
and beer.

Operating profit rose by 6.1%. Good
results were seen in most areas,
though the contribution from the
hotels was disappointingly down on

last year. Notable performances came
from the wine team who produced a
sharp increase in their profits, and from
the tied estate, which again grew very
strongly with no increase in the size of
the estate.As expected, margins were
under pressure in a number of areas,
but we have significantly increased our
marketing spend to preserve and
enhance our market position and help
us to resist such pressures.

Profit before tax is up by 8.8%.
Interest costs are £25,000 ahead 
of last year and the profit on sale
of assets about £100,000 ahead.This
year’s property profit came from the
sale of the Wherry in Norwich, which
took place shortly before the end of
the year.

Financial strategy
During 2004 we continued the
development of our financial
strategy.The objective of this
strategy is to deliver long-term
shareholder value and we believe
that our values-driven approach 
is entirely consistent with that
objective. It is only by having the
right relationship with all our
stakeholders that a long-term 
future is assured.

We now have formal investment
appraisal procedures in place for
assessing new capital expenditure.
We use discounted cash flow models
to assess project net present values.
The results from such models need to
be interpreted with caution, as they are
highly dependent on the assumptions
used. Nonetheless, this methodology
allows easy assessment of the
sensitivity of anticipated outcomes to
changes in the assumptions and it also
promotes rigour in the way that
proposals are prepared.

Alongside assessing net present values
for capital projects we are starting to
look at measures of ‘economic profit’
for different parts of our business.
Economic profit takes account of the
fact that shareholders expect a certain
return from their investment in 
a business.An economic profit is 
made only if profit exceeds that 
which shareholders might expect,
given the amount of capital that they
have invested.

Pension fund
The triennial actuarial valuation was
performed during the year.The actuary
assessed the pension fund deficit at 
1st April 2004 as £7 million.This was

FINANCIAL HIGHLIGHTS 2000 2001 2002 2003 2004 Variance **

Operating profit (£’000) 2,528 2,921 3,310 3,501 3,715 6.1%

ROCE (percentage) * 21.1% 21.5% 21.1% 20.3% 19.6% (3.4%)

Gearing (book value) 38.6% 28.4% 27.2% 22.9% 22.8% (0.4%)

Net Debt (£'000) 4,636 3,863 4,271 3,940 4,320 9.6%

Interest Cover 13.0 11.3 17.6 16.8 15.9 (5.4%)

Ord Dividend (per £1 share) £0.96 £1.20 £1.38 £1.54 £1.61 4.5%

* The return on capital is based on the operating profit line and shareholders funds
** % variance between 2003 and 2004
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REVIEW OF THE YEAR continued

slightly lower than the deficit at 
31st December 2003, as reported 
in conformity with the relevant
Financial Reporting Standard (FRS
17), but the FRS 17 deficit has
increased again to £9.6 million, as 
at 31st December 2004.

Following the results of the
valuation, which became available 
in September, the Board has agreed
that a substantial contribution needs
to be made towards this deficit.
£4.25 million will be contributed 
as a one-off lump sum in 2005.

Whilst we have been taking
substantial steps towards dealing
with the scheme deficit, we are also
acutely aware that the scheme
poses a large ongoing financial risk
to the Company as evidenced by
the £7 million deficit that the
actuary calculates as having arisen
over the last three years.There is a
view that in making such calculations
actuaries are not as prudent as they
could be.The accounting deficits are
even higher and the cost of having
the scheme liabilities assumed by
another party is much higher again.

These considerations are causing us 
to consider the best way forward 
in terms of pension provision for
employees, with the aim of capping
the potential liability for the Company.

Treasury matters
Since the year-end we have changed 
our policy regarding foreign
currency exposures. We remain net
buyers of foreign currency, mainly
euros, principally to finance wine
purchases. In recent years we have
bought forward our estimated
currency requirements in advance.
We decided against doing this 
in future as we felt that forward
purchasing was costing us more with
the banks and was not improving
our cash flows.

We continue to use short-term
borrowings from the banks. With
borrowings of about £4.5 million 
as at the year-end, we feel that
there is little risk in this, but we
forecast that our borrowings will
increase, given our programme 
of major capital expenditure, and 
we will consider spreading the term
of the borrowings as they do so.

Dividend policy
We are proposing a Final Dividend 
of 107% for 2004, an increase of 5%.
This is a rather lower increase than 
we have granted in recent years, but
we feel that it is sensible and prudent
in the light of market conditions and 
of the new investments that we 
have planned.

The Board has agreed that for now 
we will aim to pay an Interim
Dividend that is 35% of the total
dividend paid in the preceding year.
This was the case for the interim
dividend in 2004. Barring unforeseen
circumstances, you should therefore
expect an Interim Dividend of 56% 
in 2005.

BUILDING FOR THE FUTURE
Work will commence next year on our new Logistics Centre, just outside Southwold.
Built in a former gravel pit, this will provide vastly enhanced working conditions, plenty 
of room for future development and one of the most environmentally efficient
buildings in the UK. It will also remove from Southwold a large number of heavy
vehicles and all the other disturbances that are the inevitable consequence of our
present operations in Victoria Street.The new development is a project that fits our
business needs, matches our company values and will be something that we can all 
be proud of.



Planning for succession
The Chairman’s report has outlined
our plans for succession at Board
level over the next eighteen months.
These are important changes,
carefully considered, and we are
confident that we shall have the right
team in place to carry the business
forward. At the same time we have
begun to consider succession in
other areas of the Company, as
some of our most valued people
head towards retirement in the next
few years. We have discovered real
strength in some of our younger
managers, through our Management
Development training, and we shall
of course continue to recruit where
necessary in order to bring in fresh
thinking and special skills. Adnams is
now an employer of choice, at all
levels of recruitment, and we have
terrific people working with us,
throughout the business.Your
company is in good hands.

2004 was a difficult year, but we
met its challenges with success.
It augurs well for the future.

JONATHAN ADNAMS
Managing Director

ANDY WOOD
Commercial Director

STEPHEN PUGH
Finance Director
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LOOKING TO THE
FUTURE 

We anticipate the challenges 
of our chosen markets with
quiet confidence.

2005 will be a year of further change,
as we adapt and invest for continuing
success.The strength of your business
is measured by that willingness to
change, to invest in the future and 
to aim high.

Investing for the future
Over the next few years we plan a
number of major investments to take
the business forward.The most
imminent development is our long-
planned Logistics Centre, in a disused
gravel-pit site just outside Southwold.
We have worked hard to get
maximum life out of our existing
Distribution site, in the town, but have
now outgrown its capacity.The new
Logistics Centre (for which planning
permission has been granted) is
intended to achieve extremely high
levels of environmental benefit and
operating efficiency, and should come
on stream during 2007. It is expected
to cost around £6million.We have also
submitted plans to the local authority
for the next phase of the Brewery
development, on which we hope to
start work later this year.This will
incorporate a completely new
brewstream, enhancing our production
capacity, improving efficiency and
enabling even better quality control
than we already achieve.This project 
is expected to cost £3.5million.

We shall of course continue to invest
in our pubs, with a number of major
renovations scheduled for the years
ahead, and we are planning to open

more Cellar & Kitchen Stores, in
various locations in East Anglia.A
number of other retail projects are
under consideration, for the longer
term, and we shall keep you informed
as our plans develop.

Building the brand
Continued investment in refreshing our
brand design and advertising must be
accompanied by enrichment of the
brand itself, through new products and
new ways of doing things.We are
working on a number of projects,
across the company, some of which
will come to fruition during the coming
year. Individually quite small scale, these
ideas have the collective potential to
keep the brand fresh and relevant to
our consumers, ensuring that Adnams
retains a sense of difference, which is
vital for our success.

The way we do business 
Integration and teamwork underpin 
all that we do at Adnams and 2005 
will see us develop this still further.The
integration of all our Customer Service
activities under one roof will create a
committed and dedicated team
focussed entirely on delivering for the
customer. Equally, we have decided to
integrate our Hotels under the
leadership of a single General Manager
who (whilst ensuring the individual
personality and distinctiveness of each
Hotel is maintained) will maximise the
efficiencies achievable through back-of-
house integration.We also look
forward to welcoming new people to
the Adnams retail team as we gear up
for the opening of further Cellar &
Kitchen stores.The challenge here will
be to ensure we manage the Adnams
offer and provide a knowledgeable and
warm Adnams welcome for our
customers at a distance from Southwold.



DIRECTORS’ REPORT
for the year ended 31st December 2004

PRINCIPAL ACTIVITIES
The principal activities of the company are brewing, retailing and wholesaling beer, wines, spirits and minerals, property
ownership and hotel management. A full review of activities of the company is set out in detail following the 
Chairman’s Report.

TRADING RESULTS AND DIVIDENDS
£000

Company profit on ordinary activities after taxation 2,469

Appropriations: Dividends to preference shareholders (already paid) 2

Dividends to ordinary shareholders: Interim 54% (paid 1st October 2004) 255

Proposed final 107% (to be paid 25th April 2005) 505

Retained profits 1,707

PROPERTIES 
In the opinion of the Directors the market value of the properties considerably exceeds the amount included 
in the Balance Sheet. All such properties form an integral part of the company’s business.

DIRECTORS
The Directors who held office at the 31st December 2004 and their interests in the share capital of the company 
(all beneficially held except those marked with an asterisk which are held as trustee), at the beginning and end 
of the Financial Year, are shown below.

J A Adnams retires by rotation and is not offering himself for re-election.
S P D Loftus and D M Woodhall retire by rotation and being eligible offer themselves for re-election.
S Curzon was appointed a Director on the 10th January 2005 and offers himself for election.

DIRECTORS’ INTERESTS
“A” Ordinary 25p “B” Ordinary £1

Ordinary Shares 2004 2003 2004 2003

J A Adnams 24,625 24,625 24,642 24,642

J P A Adnams 129,103 127,564 767 767

W B Kendall 899 558 – –

S P D Loftus 50,825 50,686 284 284

R J Nicholson 400 400 – –

949* 949* – –

S C Pugh 100 100 – –

A C Wood 3,210 2,520 20 20

D M Woodhall CBE 400 400 – –

Preference Shares 3.85 % Pref. £10 4.9% Pref. £5

J A Adnams 95 95 308 308

S P D Loftus 50 50 100 100

R J Nicholson 5* 5* 333* 333*

The company has an approved Employee Share Ownership Scheme and a Share Incentive Plan in which the 
Executive Directors are eligible to participate. Directors’ interests in shares attributed under the terms of the schemes 
are included above.

14 Adnams plc Annual report and accounts 2004



Adnams plc Annual report and accounts 2004 15

EMPLOYEE MATTERS
Involvement
Adnams is committed to involving
employees in the performance and
development of the company by
encouraging them to discuss with the
management matters of interest and
subjects affecting day to day
operations. Most employees, including
Executive Directors, benefit from the
company’s success through a profit
sharing scheme, through incentive
schemes linked to achievement of key
performance indicators and through a
share incentive plan which distributes
shares to employees during their
period of service with the company.

Health, welfare and
development of employees
For many years, Adnams has operated
schemes for the welfare and benefit 
of employees. As well as pension and
life assurance, we provide cover for
short and long-term illness and
disability and we make available to
employees qualified specialists to cover
medical welfare, pension advice and
any counselling needs. Health and safety
policies are given a high profile in all
areas with wide representation
throughout the company on the Health
& Safety Committee. It is our policy to
train and develop the knowledge and

skills of employees at every level and
to provide long-term, secure and fulfilling
employment. We are proud achievers
of the Investors in People award.

Disabled persons
It is the company’s policy to give full
consideration to suitable applications
for employment by disabled persons.
Opportunities also exist for employees
who become disabled to continue
their employment or to be trained 
for other positions.

Independence
Adnams continues to value and work
for its independence as a regional
family brewer.

Adnams pension schemes and
Employees’ Trusts
The company operates approved
schemes for the benefit of employees
and their dependants. The company
runs a defined benefit pension scheme
which is closed to new members and
also a defined contribution pension
scheme. In addition, the Employees’
Trust, which is closed to new members,
is a qualifying pension scheme. The
assets of the Employees Trust were
valued at 30th June 2004 at £2,078,901.
The Trustees hold 84,558 “A” Shares
and 2,595 “B” Shares which represents

5.0% of the equity of the company. Trust
assets are distributed to employees on
retirement in the form of lump sum
payments.

CHARITABLE 
DONATIONS
Adnams is committed to giving not less than
1% of its annual profits to charitable causes.
Charitable donations during the year
amount to £35,000.

SUPPLIER PAYMENT
It is the company’s policy to make 
every effort to agree terms of payment
with suppliers in advance, to ensure 
that suppliers are made aware of the 
terms and to abide by them.
At 31st December 2004, the company 
had an average of 29 days purchases
outstanding in trade creditors.

AUDITORS
A resolution to re-appoint Ernst & 
Young LLP as auditors will be put to the
members at the Annual General Meeting.

By Order of the Board
S C Pugh, Secretary
24th March 2005

DIRECTORS

From left to right
Stephen Pugh Finance Director
Joined as Finance Director in October 2003, having worked for Price
Waterhouse, NM Rothschild, Burberrys and The Economist Group.
Also responsible for Adnams IT.

Steve Curzon Marketing Director
Steve Curzon, has been appointed to the Board as Marketing Director.
Steve joined Adnams in February 2004 as Head of Marketing, following
senior marketing appointments at Nestle and the Lawn Tennis Association.

Jonathan Adnams Managing Director
Joined Adnams in 1973 working in brewery engineering before becoming
Tied Estate Director and then assuming the role of Managing Director 
in 1997.

David Woodhall CBE Non-Executive Director
A Chartered Town Planner, headed the Commission for the New 
Towns having served with County Councils in Yorkshire, Cumberland 
and Northamptonshire for over 40 years. David joined Adnams 
as a Non-Executive Director in 1985 and chairs the Audit and 
Remuneration Committees.

Simon Loftus Chairman
Joined Adnams in 1969 and became Chairman in 1996, having previously
run the Adnams Wine and Hotels businesses. Also involved in numerous
local initiatives, including The Suffolk Foundation.

William Kendall Non-Executive Director
William joined the Board in 2002. He is Chief Executive of 
Green & Black’s, a Director of several other companies and 
a local (organic) farmer.

Robert Nicholson Non-Executive Director
A Director of Adnams since 1985 (including a period of extensive
responsibility for Finance and IT), Robert is a Senior Partner 
of Nicholsons Solicitors.

Andy Wood Commercial Director
Started at Adnams in 1994 having previously worked with Norwich
Union. Joined the Adnams Board in 2000 with responsibility for Sales,
Marketing, Customer Services and the Adnams Wine Business.

Seated
John Adnams President
After 35 years with Adnams, latterly as Chairman, John Adnams retired 
as an executive director in 1995. He was appointed President and 
a Non-Executive Director at that time.



PROFIT AND LOSS ACCOUNT
for the year ended 31st December 2004

2004 2003
Notes £000 £000

Turnover 1 45,193 42,120

Operating Costs 2 41,478 38,619

Operating Profit 3,715 3,501

Profit on disposal of properties 4 160 53

Interest receivable and other income 6 3 3

Interest payable 7 (237) (212)

Profit on Ordinary Activities before Taxation 3,641 3,345

Tax on profit on ordinary activities 8 1,172 1,088

Profit for the Financial Year 2,469 2,257

Dividends including non-equity 9 762 728

Retained Profit for the Financial Year 1,707 1,529

Earnings per £1 of ordinary share capital 10 522.8p 477.9p

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
There are no recognised gains and losses other than the profit attributable to shareholders of the company of £2,469,000 
in the year ended 31st December 2004 and the profit of £2,257,000 in the year ended 31st December 2003.
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2004 2003
Notes £000 £000

Fixed Assets

Tangible assets 11 23,349 20,986

Investments and loans 12 149 171

23,498 21,157

Current Assets

Stocks 13 2,605 2,248

Debtors 14 5,838 5,269

Cash at bank and in hand 192 18

8,635 7,535

Creditors: Amounts falling due within one year 15 (11,946) (10,422)

Net Current Liabilities (3,311) (2,887)

Total Assets less Current Liabilities 20,187 18,270

Creditors: Amounts falling due after more than one year 16 231 220

Provision for Liabilities and Charges 17 1,031 832

(1,262) (1,052)

18,925 17,218

Capital and Reserves

Share capital including non-equity interests 18 518 518

Share premium 19 144 144

Profit and loss account 19 18,263 16,556

18,925 17,218

S C Pugh, Director
24th March 2005

BALANCE SHEET
as at 31st December 2004
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CASH FLOW STATEMENT
for the year ended 31st December 2004
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2004 2003
Notes £000 £000

Net Cash Inflow From Operating Activities 21 5,568 5,139

Returns on Investments and Servicing of Finance

Interest received 3 3

Interest paid (278) (172)

Dividends paid to preference shareholders (2) (2)

(277) (171)

Taxation

Corporation tax paid (1,041) (901)

Capital Expenditure and Financial Investment

Payments to acquire tangible fixed assets (4,234) (3,360)

Receipts from sales of tangible fixed assets 286 305

Payments to acquire investments (62) (46)

Receipts from investments 116 39

(3,894) (3,062)

Equity Dividends Paid (736) (674)

Net Cash (Outflow)/Inflow Before Financing (380) 331

Financing

Repayment of loans – (250)

– (250)

(Decrease)/Increase in Cash (380) 81

Reconciliation of Net Cash Flow to Movement in Net Debt

(Decrease)/increase in cash 22 (380) 81

Repayment of loans – 250

Movement in Net Debt 22 (380) 331

Net Debt at 1st January (3,940) (4,271)

Net Debt at 31st December 22 (4,320) (3,940)
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STATEMENT OF ACCOUNTING POLICIES

Accounting Convention
The accounts are prepared under the historical cost convention and in accordance with applicable accounting standards.
Consolidated accounts have not been prepared in 2004, as allowed by section 229 of the Companies Act 1985, because 
all subsidiary companies are non-trading.

Tangible Fixed Assets
Depreciation is provided on all tangible fixed assets other than freehold land, at rates calculated to write off the cost, less
estimated residual value, of each asset evenly over its estimated useful life, as follows:

Freehold buildings 2% to 4% p.a.

Leasehold property

– long lease 2% p.a.

– short lease period of lease

Plant, equipment, fixtures and fittings and motor vehicles 8% to 25% p.a.

The carrying values of tangible fixed assets are reviewed for impairment and provision made where appropriate.

Stocks
Stocks have been valued on a consistent basis at the lower of cost or net realisable value on a first-in, first-out basis. Cost 
of beer stocks includes relevant production and storage expenses.

Deferred Taxation
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet
date where transactions or events have occurred at that date that will result in an obligation to pay more, or a right to pay
less or to receive more, tax, with the following exceptions:

• Provision is made for tax on gains on disposal of fixed assets that have been rolled over into replacement assets, only to
the extent that, at the balance sheet date, there is a binding agreement to dispose of the assets concerned. However, no
provision is made where, on the basis of all available evidence at the balance sheet date, it is more likely than not that the
taxable gain will be rolled over into replacement assets and charged to tax only where the replacement assets are sold;

• Deferred tax assets are recognised only to the extent that the Directors consider that it is more likely than not that there
will be suitable taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are 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.

Foreign Currencies
Transactions denominated in foreign currencies are recorded at the rates of exchange ruling at the dates of the transactions
and any differences arising are taken to the profit and loss account.

Pension Costs
The company operates a defined benefit pension scheme which requires contributions to be made to a separately
administered fund. Contributions to this fund are charged to the profit and loss account so as to spread the cost of
pensions over the employees’ working lives within the company. The pension cost is assessed in accordance with the advice
of qualified actuaries. The company also operates a defined contribution scheme.
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NOTES ON THE ACCOUNTS

1 Turnover
Represents the value (excluding VAT) for net sales, rents, commissions and royalties in the United Kingdom. Neither an
analysis of turnover and profit relative to different classes of business, nor a breakdown of net assets is provided as the
Directors consider the giving of such information would prejudice the interests of the company.

2 Operating Costs
2004 2003
£000 £000

Raw materials, consumables and duty 24,098 21,505

Change in stock of finished goods and work in progress (442) 131

Staff charges (see Note 3) 7,652 7,272

SIP Scheme for employees 140 160

Depreciation 1,745 1,735

Profit on routine disposal of plant and vehicles – (57)

Auditors remuneration – audit services 39 36

– non-audit services 24 35

Operating lease rentals – land and buildings 203 175

Other operating costs 8,019 7,627

41,478 38,619

3 Staff Costs
2004 2003
£000 £000

Wages and salaries 6,454 6,172

Social security costs 578 544

Pension costs 620 556

7,652 7,272

The average number of persons employed by the company was as follows:
Number Number

Trading 30 32

Customer services 63 62

Production 32 32

Wine 23 23

Hotels 104 106

Corporate services 32 31

284 286



4 Profit on Disposal of Properties
2004 2003
£000 £000

Profit on sale of properties 160 53

The effect on the tax charge for the year of the above items is nil.

5 Directors’ Remuneration
2004 2003
£000 £000

Fees 36 35

Basic salaries 530 499

Benefits 8 7

Performance related pay 33 39

607 580

Salaries Performance-
and fees Benefits related bonus 2004 2003

£000 £000 £000 £000 £000

S P D Loftus 144 2 11 157 147

J A Adnams 22 3 – 25 24

J P A Adnams 143 1 10 154 139

R J Nicholson – – –- – 34

A C Wood 123 1 7 131 114

S C Pugh 120 1 5 126 21

P W B Page – – – – 87

D M Woodhall CBE 10 – – 10 10

W B Kendall 4 – – 4 4

566 8 33 607 580

The pension entitlements of the Directors are set out below. The company pension scheme provides for pensions of two
thirds of final salary to be paid to S P D Loftus and J P A Adnams and a half of final salary to A C Wood at age 60.
Contributions of £12,583 were paid into the Adnams money purchase pension scheme in respect of S C Pugh.

Accumulated total
Increase, excluding accrued pension at

inflation, in Transfer
accrued pension values 31 Dec 31 Dec
during the year increase 2004 2003

£ £ £ £

S P D Loftus 7,231 152,885 87,277 80,046

J P A Adnams 10,519 75,848 92,234 81,715

A C Wood 8,200 38,711 35,600 27,400
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NOTES ON THE ACCOUNTS CONTINUED

6 Interest Receivable and Other Income
2004 2003
£000 £000

Trade loans 2 2

Other 1 1

3 3

7 Interest Payable
2004 2003
£000 £000

Bank loans and overdraft 234 209

Unsecured loans – repayable within five years 3 2

Other interest – 1

237 212

8 Taxation
2004 2003
£000 £000

The charge based on the profit for the year comprises:

– Corporation tax 974 1,058

– Adjustments relating to previous years (1) 14

– Total current tax 973 1,072

– Deferred taxation (see Note 17) 199 16

1,172 1,088

The tax assessed on the profit on ordinary activities for the year is lower (2003 – higher) 
than the standard rate of corporation tax in the UK. The differences are explained below:

Profit on ordinary activities before tax 3,641 3,345

Profit on ordinary activities multiplied by standard rate of 
corporation tax in the UK of 30% (2003 – 30%) 1,092 1,004

Disallowed expenses and non-taxable income 50 102

Capital allowances in excess of depreciation (210) (48)

Other timing differences 42 –

Adjustment relating to prior years (1) 14

Current tax charge for the period 973 1,072

No provision has been made for deferred tax on gains recognised on the sale of properties where potential gains have been
rolled over into replacements assets. Such tax would become payable only if the property were sold without it being
possible to claim rollover relief. The total amount unprovided for the year is £389,000. At present it is not envisaged that any
tax will become payable in the foreseeable future.



9 Dividends
2004 2003
£000 £000

Non-Equity Dividends on Preference Shares

3.85% cumulative 1 1

4.9% non-cumulative 1 1

Equity Dividends on Ordinary Shares

Interim 54% (2003 – 52%) 255 245

Proposed final 107% (2003 – 102%) 505 481

762 728

10 Earnings per £1 Ordinary Share
2004 2003

Calculated by dividing the earnings available for Ordinary Shareholders £2,467,000 
(2003 – £2,255,000) being profit for the year of £2,469,000 (2003 – £2,257,000) 
less preference share dividends of £2,000 (2003 – £2,000) by called up share capital 
per Note 18 of £471,842 (2003 – £471,842). 522.8p 477.9p

11 Tangible Fixed Assets
Plant, equipment

Freehold and fixtures and
leasehold land fittings and
and buildings motor vehicles Total

£000 £000 £000

Cost

At 1st January 2004 15,496 18,134 33,630

Additions 1,711 2,523 4,234

Disposals at cost (175) (206) (381)

At 31st December 2004 17,032 20,451 37,483

Depreciation

At 1st January 2004 1,513 11,131 12,644

Provided in the year 163 1,582 1,745

Disposals (89) (166) (255)

At 31st December 2004 1,587 12,547 14,134

Net book value at 31st December 2004 15,445 7,904 23,349

Net book value at 31st December 2003 13,983 7,003 20,986

At 31st December 2004, £1,807,000 (2003 – £615,000) of assets were in the course of construction.
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NOTES ON THE ACCOUNTS CONTINUED

11 Tangible Fixed Assets continued
2004 2003
£000 £000

The cost of land and buildings comprises:

– Freehold land 2,593 2,307

– Freehold buildings 13,456 12,274

– Long leasehold 316 315

– Short leasehold 667 600

17,032 15,496

12 Fixed Asset Investments
2004 2003
£000 £000

Unlisted investments at cost 1 1

Trade loans 148 170

Total investments 149 171

Unlisted Investments

In the opinion of the Directors the value of these investments is not less than book value.

Trade Loans

At 1st January 204 184

Loans advanced during the year 73 59

Repayments (116) (39)

At 31st December 161 204

Provisions at 1st January 34 19

Movement in year (21) 15

At 31st December 13 34

148 170

13 Stocks
2004 2003
£000 £000

Raw materials 99 184

Work in progress 36 22

Beer, minerals, wine and spirits 2,201 1,820

Merchandising and other 269 222

2,605 2,248



14 Debtors
2004 2003
£000 £000

Trade debtors 5,262 4,758

Prepayments 576 511

5,838 5,269

15 Creditors: Amounts falling due within one year
2004 2003
£000 £000

Bank overdraft and loans 4,512 3,958

Trade creditors 3,840 3,108

Taxation and social security 1,038 967

Other creditors 372 195

Proposed dividends on ordinary shares 505 481

Corporation tax 452 520

Accruals 1,227 1,193

11,946 10,422

16 Creditors: Amounts falling due after more than one year
2004 2003
£000 £000

Tenants’ deposits 231 220

17 Provision for Liabilities and Charges 
Full potential Full potential

Provided liability Provided liability
2004 2004 2003 2003
£000 £000 £000 £000

Deferred Taxation

Accelerated capital allowances 1,089 1,089 832 832

Other timing differences (58) (58) – –

Chargeable gains – 389 – 418

1,031 1,420 832 1,250

Movement in the Provision

At 1st January 2004 832

Charge for the year (incl. adjustments relating to previous years) 199

At 31st December 2004 1,031
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18 Share Capital
Allotted, called up

Authorised and fully-paid
2004 2003 2004 2003
£000 £000 £000 £000

Ordinary shares:

“A” of 25p each (744,000 shares) 186 186 186 186

“B” of £1 each (285,842 shares) 288 288 286 286

Preference shares:

3.85% (formerly 51/2%)

Cumulative of £10 each (3,100 shares) 31 31 31 31

4.9% (formerly 7%)

Non-cumulative of £5 each (3,100 shares) 15 15 15 15

520 520 518 518

Profits distributed by the company are applied first to the 3.85% cumulative preference shares, then to the 4.9% 
non-cumulative preference shares before distribution on the ordinary shares. The preference shares carry no votes at
meetings, the ordinary shares have a single vote for each “A” or “B” share. On a winding up of the company the surplus
assets will be applied first to repay capital on the 3.85% cumulative preference shares, then capital plus any dividend arrears
on the 4.9% non-cumulative preference shares, the remaining surplus is applied to the “A” and “B” ordinary shares in
proportion to the amounts paid up.

19 Reserves
Share premium Profit and

account loss account Total
£000 £000 £000

At 31st December 2003 144 16,556 16,700

Retained profit for the year – 1,707 1,707

At 31st December 2004 144 18,263 18,407

All reserves relate to equity.

20 Reconciliation of Shareholders’ Funds
2004 2003
£000 £000

Profit for the year 2,469 2,257

Dividends (762) (728)

Total movements during the year 1,707 1,529

Shareholders’ funds at 1st January 2004 17,218 15,689

Shareholders’ Funds at 31st December 2004 18,925 17,218

NOTES ON THE ACCOUNTS CONTINUED
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21 Net Cash Inflow from Operating Activities
2004 2003
£000 £000

Operating profit 3,715 3,501

Profit on disposal of routine fixed assets – (57)

(Decrease)/Increase in provision against fixed asset investments (21) 15

Depreciation charges 1,745 1,735

(Increase)/Decrease in stock (357) 57

Increase in debtors (569) (470)

Increase in creditors 1,055 358

5,568 5,139

22 Analysis of Net Debt
At 1st At 31st

January Cash December
2004 flow 2004
£000 £000 £000

Cash at bank 18 174 192

Bank overdraft (3,958) (554) (4,512)

(3,940) (380) (4,320)

23 Financial Commitments
2004 2003
£000 £000

Capital commitments contracted for 1,410 788

Land and Land and
buildings buildings

2004 2003
£000 £000

Operating Lease Commitments

On leases expiring:

– Within one year 44 36

– In 2–5 years – –

– In over 5 years 152 140

196 176

At the year-end Barclays Bank held a bond guarantee on behalf of Adnams plc with HM Customs and Excise for £720,000
(2003 – £720,000).

24 Directors’ Interests
During the year the company carried out trading activities with the following organisations in which Directors have an interest.

Nicholsons – £67,000 (2003 – £62,000) of which R J Nicholson is a partner. £34,000 was outstanding at 31st December 2004
(2003 – £16,000).

Mr D M Woodhall CBE – £14,000 (2003 – £13,000) for property consulting services.

Mr W B Kendall – £17,000 (2003 – £16,000) for consultancy services. £nil was outstanding at 31st December 2004 (2003 – £4,000).
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25 Pension Scheme
The company operates a Defined Benefit pension scheme. The assets of the scheme are held seperately from those 
of the company, being invested with a fund manager. Contributions are charged to the Profit and Loss Account so as 
to spread the cost of pensions over employees’ working lives with the company. The contributions are determined by 
a qualified actuary on the basis of triennial valuations using the projected unit method. The most recent valuation was at 
1st April 2004. The assumptions that have the most significant effect on the results of the valuation are those relating 
to the rate of return on investments and the rate of increase in salaries. It was assumed that the pre-retirement investment
returns would be 7% per annum, post-retirement returns would be 5% per annum and that salary increases would average
4.5% per annum. The most recent actuarial valuation showed that the market value of the scheme’s assets was £12,073,000
and that the actuarial value of these assets was sufficient to cover 63% of the benefits that have accrued to members, after
allowing for expected future increases in earnings. The contributions of the company and employees have been at least 
equal to the rates recommended by the actuary.

The disclosures required by FRS 17 are set out below.Valuation of the scheme has been updated to 31st December 2004 
by a qualified actuary.

Valuation at Valuation at Valuation at
31st Dec 31st Dec 31st Dec

2004 2003 2002
p.a. p.a. p.a.

The Major Assumptions Used by the Actuary were 
(in nominal terms):

Pensionable salary growth 4.3% 4.0% 3.75%

Pension escalation in payment:

– Benefits accrued prior to 1st October 1999 4.0% 4.0% 4.0%

– Benefits accrued after 1st October 1999 2.8% 2.5% 2.25%

Discount rate 5.2% 5.4% 5.5%

Inflation assumption 2.8% 2.5% 2.25%

Value at Value at Value at
Expected 31st Dec Expected 31st Dec Expected 31st Dec

return for 2004 return for 2003 return for 2002
2005 £000 2004 £000 2003 £000

The Assets in the Scheme and the Expected 
Rate of Return were:

Equities 8.0% 10,826 8.0% 9,839 8.0% 7,590

Bonds 5.0% 1,210 5.0% 1,375 5.0% 1,366

Property 7.0% 161 7.0% 130 7.0% 185

Cash 4.0% 1,271 4.0% 530 4.0% 619

Total market value of assets 13,468 11,874 9,760

Present value of scheme liabilities (23,030) (19,239) (15,066)

Deficit in the scheme (9,562) (7,365) (5,306)

Related deferred tax asset 2,869 2,210 1,592

Net pension liability (6,693) (5,155) (3,714)

NOTES ON THE ACCOUNTS CONTINUED
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25 Pension Scheme continued
In 2003 there was a change in assumptions in respect of mortality rates which increased the present value of scheme
liabilities by £2,115,000; this accounts for a large proportion of the increase in scheme liabilities compared to 2002.

2004 2003
£000 £000

Reconciliation of Net Assets and Reserves under FRS 17

Net Assets

Net assets as stated in balance sheet 18,925 17,218

SSAP 24 balance – –

Net assets excluding defined benefit liabilities 18,925 17,218

FRS 17 defined benefit liabilities (6,693) (5,155)

Net assets including defined benefit liabilities 12,232 12,063

Reserves

Profit and loss reserve as stated in balance sheet 18,263 16,556

SSAP 24 balance – –

Profit and loss reserve excluding amounts relating to defined benefit liabilities 18,263 16,556

FRS 17 defined benefit liabilities (6,693) (5,155)

Profit and loss reserve including amounts relating to defined benefit liabilities 11,570 11,401

For year to For year to
31st Dec 31st Dec

2004 2003
£000 £000

Analysis of the Amount Charged to Operating Profit

Current service cost (635) (527)

Total operating charge (635) (527)

There was no difference between the current service cost and total operating charge.

The projected unit valuation method has been used to arrive at the above service cost. To produce a stable future
contribution rate this valuation method assumes that the average age of the scheme membership will remain broadly
constant in future due to a flow of new entrants to the scheme. As the scheme is closed to new members this will not be
the case and the costs of benefits accruing, as a percentage of salaries, will be expected to increase over time.
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25 Pension Scheme continued
For year to For year to

31st Dec 31st Dec
2004 2003
£000 £000

Analysis of the Amount Credited to Other Finance Income

Expected return on pension scheme assets 904 728

Interest on pension scheme liabilities (1,055) (841)

Net return (151) (113)

Analysis of the Amount Recognised in the Statement of
Total Recognised Gains and Losses (STRGL)

Actual return less expected return on pension assets 204 981

Experience gains and losses arising on the scheme liabilities (420) 67

Changes in assumptions underlying the present value of the scheme liabilities (1,763) (2,946)

Actuarial gain or (loss) recognised in STRGL (1,979) (1,898)

Movement in Deficit During the Year

Deficit in scheme at beginning of the year (7,365) (5,306)

Movements in year :

– Current service cost (635) (527)

– Contributions paid by the employer 568 479

– Other finance income (151) (113)

– Actuarial loss (1,979) (1,898)

Deficit in scheme at the end of the year (9,562) (7,365)

For year to For year to For year to
31st Dec 31st Dec 31st Dec

2004 2003 2002
£000 £000 £000

History of Experience Gains and Losses

Difference between the expected and actual return on scheme assets:

amount £000 204 981 (3,069)

% of scheme assets 2% 8% (31%)

Experience gains and losses on scheme liabilities:

amount £000 (420) 67 (109)

% of present value of scheme liabilities (2%) <1% (1%)

Total amount recognised in STRGL:

amount £000 (1,979) (1,898) (4,086)

% of present value of scheme liabilities (9%) (10%) (27%)

NOTES ON THE ACCOUNTS CONTINUED
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We have audited the company’s accounts for the year ended 31st December 2004 which comprise the Profit and Loss
Account, Statement of Total Recognised Gains and Losses, Balance Sheet, Cash Flow Statement and the related 
Notes 1 to 25. These accounts have been prepared on the basis of the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do 
not accept or assume responsibility to anyone other than the company and the company’s members as a body, for our 
audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of Directors and Auditors
As described in the statement of Directors’ responsibilities the company’s Directors are responsible for the preparation 
of the accounts in accordance with applicable United Kingdom law and accounting standards.

Our responsibility is to audit the accounts in accordance with relevant legal and regulatory requirements and United
Kingdom Auditing Standards.

We report to you our opinion as to whether the accounts give a true and fair view and are properly prepared in
accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’ Report is not consistent
with the accounts, if the company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding Directors’ remuneration and transactions
with the company is not disclosed.

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of Audit Opinion 
We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices 
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the accounts.
It also includes an assessment of the significant estimates and judgements made by the directors in the preparation of the
accounts, and of whether the accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary 
in order to provide us with sufficient evidence to give reasonable assurance that the accounts are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated 
the overall adequacy of the presentation of information in the accounts.

Opinion
In our opinion the accounts give a true and fair view of the state of affairs of the company as at 31st December 2004 
and of its profit for the year then ended and have been properly prepared in accordance with the Companies Act 1985.

Ernst & Young LLP
Registered Auditor
Cambridge
24th March 2005

INDEPENDENT AUDITORS’ REPORT
to the members of Adnams plc
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Standards
The company is committed to high standards of corporate governance incorporating best practice.

The Workings of the Board and its Committees
During 2004 the Board comprised four Executive and four Non-Executive Directors. Following the appointment of Steve
Curzon as Marketing Director and the retirement of John Adnams, there will be five Executives and three Non-Executives.
The Board is responsible to shareholders for the proper management of the company. It meets every month, setting and
monitoring strategy, reviewing trading performance, ensuring adequate funding, examining acquisition possibilities, formulating
policy on key issues and reporting to shareholders.

An Audit Committee has been appointed, which consists of the Non-Executive Directors and meets not less than twice
annually. The committee provides a forum for the company’s external auditors; meetings are also attended by invitation 
by the Finance Director. The committee is responsible for reviewing a wide range of financial matters including the annual
figures and reports and monitoring the controls which are in force in the company to ensure the integrity of the financial
information reported to shareholders.

Internal Financial Control 
The Board acknowledges its responsibility for maintaining a system of internal control which can provide reasonable,
albeit not absolute, assurance against misstatement or loss.

To meet this responsibility, the board relies upon:
• an organisation structure with clearly defined lines of authority and responsibility, limits for authorisation of transactions 

and segregation of duties
• the production and review of regular monthly management information to agreed timescales
• the identification of key performance indicators with explanations of variances
• a formalised process for reviewing all group activities during the year
• detailed annual operating budgets for all business units
• formal authorisation procedures for all investment and capital expenditure.

The Audit Committee considers the system of internal financial control operated effectively during the year.

Going Concern
The Directors have a reasonable expectation that the company has adequate resources to continue in operational existence
for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing the accounts.

DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

The Directors are required by The Companies Act 1985 to prepare accounts which give a true and fair view of the state 
of affairs of the company as at the end of its financial year, and the profit or loss of the financial year. The Directors are also
required to maintain proper accounting records which disclose with reasonable accuracy at any time the financial position 
of the company, and enable them to ensure that the financial statements comply with The Companies Act 1985.

Suitable accounting policies, consistently applied and supported by reasonable and prudent judgements and estimates have
been used in the preparation of the accounts. Applicable accounting standards have been followed, and the accounts are
prepared on the going concern basis. The Directors are also responsible for safeguarding the company’s assets and for taking
reasonable steps to prevent and detect fraud and other irregularities.

CORPORATE GOVERNANCE
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Notice is hereby given that the One Hundred and Fifteenth Annual General Meeting will be held 
at St. Edmunds Hall, Southwold on the 25th April 2005 at 12 o’clock noon for the following purposes:

1 To consider the Accounts and Directors’ Report

2 To declare a final dividend

3 To accept the retirement of J A Adnams 

To re-elect the Directors retiring by rotation namely – S P D Loftus and D M Woodhall 

To elect S Curzon as a Director

4 To re-appoint the auditors

5 To authorise the Directors to fix the remuneration of the auditors

6 To transact any other business

A member entitled to attend and vote at the above meeting is entitled to appoint a proxy to attend and vote.

By order of the Board
S C Pugh, Secretary
24th March 2005

Registered Office
Sole Bay Brewery
Southwold
Suffolk
IP18 6JW

Registered Number 31114

NOTICE OF MEETING


