


Entering awards is an important
process in self-reflection,
bench-marking against others 
and provides a healthy scrutiny
from external judges and experts.
Winning, of course, adds to the
pride of all associated with the
company and boosts employee
confidence.

≥



Continued investment in our brand and a clear
business strategy will ensure we are prepared for the
constantly changing marketplace. But this is only made
possible by the expertise and passion of our people
throughout the business.
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Turnover £000
£47,368 +2.8%
2003 42,120

2004 45,193

2005 45,488

2006 46,075

2007 47,368

Operating profit £000
£4,206 +2.6%

(before exceptionals)

2003 3,501

2004 3,648

2005 3,668

2006 4,101

2007 4,206 2007 1.83

Dividend 
£1.83 +4.6%

(per £1 share)

2003 1.54

2004 1.61

2005 1.66

2006 1.75

(including pension liability)

2003 9,095

2004 11,013

2005 12,766

2006 18,559

2007 10,980

≤

≤

Debt levels £000 
£10,980 -40.8%
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PREPARING

FUTURE
FOR THE

Welcome to Adnams’ 2007 Annual Report
& Accounts.We are a brewer and leisure
retailer, proud of our celebrated brand
and focused on building sustainable
competitive advantage through innovation,
forward thinking and premium products.
Against the backdrop of a turbulent year
for the drinks industry and the broader
economy, I am very pleased to report on
Adnams’ performance in 2007. Operating
profit has risen by 2.6%, turnover is up
by 2.8% and net debt has reduced by
33%.Your Board is recommending a final
dividend increase of 4.3%.

Market conditions
Trading conditions during 2007 were very
difficult; the UK beer market was down
4%, whilst the UK wine market grew 
by approximately 3%. Our main trading
market is the UK on-trade, where industry
estimates showed a decline in beer volumes
of nearly 6.5% and a decline in the wine
market of 4% for the year. Contributing
factors were the poor summer weather
and depressed consumer confidence in the
autumn following concerns over property
prices and instability in financial markets.

As expected, the smoking ban introduced
in July has also contributed to the decline
in beer consumption and we anticipate
that this will continue to impact trading 
in the first half of 2008.These conditions
also contributed to the continued shift in
consumption of alcohol from out-of-home
to in-home with leading supermarkets
taking a greater share of beer volumes.

The broader economic picture, both in
the UK and globally, appears gloomier 
than it has for some while and consumer
confidence will inevitably continue to
suffer as a result.Tighter credit conditions
make life more difficult for all businesses.
The Brewing industry is facing its own
particular challenges both from an
increasingly active health lobby and from
rapidly inflating costs as hops and barley
have been in unusually short supply.

JONATHAN ADNAMS - EXECUTIVE CHAIRMAN

CHAIRMAN’S REPORT
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Trading of ‘A’ Shares
During the year, the Board carried out a
review of the process set down in Adnams’
Articles of Association for the purchase
and sale of its unquoted ‘A’ shares, in
order to ensure that the trading of ‘A’
shares should be as liquid and transparent
as possible. As part of this review, the
Board considered both processes that
would work within our existing Articles of
Association and others that would require
us to alter our Articles of Association.

During the review, we received feedback
from shareholders representing a significant
majority of ‘A’ shares in support of retaining
the existing Articles.The Board therefore
sought to work within these Articles to
put in place a trading facility for ‘A’ shares.
Under this optional arrangement interested
buyers and potential sellers are able to
communicate, if they wish, through a
nominated stockbroker.

Executive Remuneration
Adnams is a company with ambition.
We believe that we have a brand name
and prospects that will enable us to achieve
substantial growth, despite difficult market
conditions.To incentivise the achievement
of our ambitious plan to more than double
profits in the next five years, we have put
in place a remuneration scheme that will
allow bonuses to be paid to executive
directors and business heads.The maximum
annual bonuses amount to between 75%
and 100% of salary. Nothing will be paid
unless performance exceeds 91% of the
target and the full bonus is entirely
dependent on meeting the very challenging
milestones in our five year plan. Participants
will be forgoing inclusion within the existing
profit-related pay scheme.

In our retail business we continue to
innovate with the evolution of our Cellar
& Kitchen stores, such as the inclusion of 
a café bar in Saffron Walden.The relaunch
of our website in the first half of last year
shows great promise for wines and hotels.
We look forward to our new flagship
Cellar & Kitchen store opening in
Southwold later this year with many of 
the environmental building techniques 
you have come to expect, following the
example set by our Distribution Centre.

Investment 
Further to our recent investment in new
talent, we have of course for the last few
years invested heavily in developing the
right infrastructure, most significantly our
award-winning eco-Distribution Centre
and Brewhouse. Despite operating within
a difficult trading environment, we are
confident that these investments play 
a crucial part in being able to deliver 
long-term sustainable value to shareholders.
In addition to the operational benefits 
of these investments, there is also real
commercial value in placing your company
at the forefront of the environmental agenda.

We believe in doing the right thing 
In October 2007 various directors’ duties
were codified as parts of the Companies
Act 2006 came into force.These include 
a duty to promote the success of the
company and in doing so to have regard
to the long-term consequences of decisions
and the interests of a wider stakeholder
group.This group includes employees,
suppliers, customers, the community and
the environment. As a Company we very
much welcome this ‘enlightened shareholder
value’ approach.We feel that a focus on
the long-term and a concern for a wider
set of interests are matters that are central
to Adnams, and they will continue to be at
the heart of what we do in years to come.

The tide of industry regulation has not
abated and pubs and alcohol continue to
live in the constant spotlight of government
and the media.

Adnams in 2007 
Against this challenging backdrop, Adnams’
volumes have held firm, significantly
outperforming the market. Consistent
investment in the brand and business
infrastructure has made for a more robust
and adaptable business and provides a
good foundation for growth. For instance,
our timely investment in environmentally
efficient infrastructure at our distribution
centre and new brewery has given us real
competitive advantage with greater than
expected efficiency savings in the face 
of significant raw material increases and
rising energy costs.

Completing the process of establishing 
our two business units of Brewing &
Brands and Leisure Retail has enabled us
to strengthen our management team by
recruiting key people in sales and marketing.
This recruitment drive in the latter part 
of the year has added a cost to 2007
accounts, but is fundamental to our plans
for 2008. Our corporate restructuring is
now complete; you will see this reflected
in this year’s segmented accounts.

Innovation 
Innovation continues to be a key theme
within our business and has led to
productive partnerships with some of 
our main customers. Adnams Spindrift 
was test launched last spring in conjunction
with Punch Taverns and is now well
established in bars and restaurants
throughout London and the South East.
We are currently working with one of 
our major retail customers on the
development of a new product with
minimal environmental impact. At the time
of writing, I am unable to disclose further
details but can tell you that the launch will
be around the time of the AGM in April.
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The scheme is designed to create long-
term sustainable value for shareholders.
It takes into account remuneration policies
elsewhere, past practice within Adnams
and the value that will be delivered to
shareholders should the plan be achieved.

Recognition from others 
Once again it is greatly pleasing to have
picked up a number of awards this year.
Recognition from the outside world that
Adnams is doing the right thing greatly
enhances our corporate reputation and
we have enjoyed significant national and
regional press coverage as a result.We 
are particularly proud of becoming the
Carbon Trust’s Carbon Innovator of the
Year in acknowledgment of our efforts 
to reduce our carbon footprint across 
the business.To celebrate we produced
Adnams Innovation – the first new beer
to come out of our new brewhouse.

In November, at the National Business
Awards we picked up the Corporate Social
Responsibility award and have gone on to
reach the European Finals. Having made
our presentation to a panel of judges in
Paris we await the results in early March.

Finally, to become the first company 
within our industry to receive the Good
Corporation’s Ethical Business Award 
yet again reinforces our belief that doing
the right thing is good for the long-term
health of your company.The process 
for this award involves surveying all
stakeholder groups, which included a
cross-section of our shareholders at 
last year’s AGM.

Details of the various awards and press
coverage can be found on the revamped
About Us section of our website
adnams.co.uk/aboutus

Our people
All of the initiatives set out above are the
seed corn for tomorrow’s growth but it is
important to recognise that it is talented
people who transform innovative ideas
into commercial success.The organisation
has achieved a great deal in the last 12
months despite the current adverse trading
environment. In March we said goodbye
to Steve Curzon, who has been Marketing
Director for the past four years. Steve has
been a great ambassador for Adnams and
it is with our best wishes that Steve moves
on, leaving the the company well prepared
for future growth. I trust shareholders will
join me in thanking my fellow Directors
and all Adnams employees for their
continued passion and enthusiasm during
the last year and for their commitment to
delivering our ambitious plans.

Outlook for 2008
Whilst we enter 2008 in a stronger position
than ever, we are aware that the external
economic environment continues to be
volatile.This is contributing to reduced
levels of consumer confidence and the
prospect of a tough year ahead.

We have adopted an ambitious strategic
plan under which we aim to more than
double our profits over a five-year period.
We believe that by building on the
strength of the Adnams brand and our
commitment to doing the right thing we
will be able to deliver improving value for
shareholders.

Jonathan Adnams Executive Chairman 

CHAIRMAN’S REPORT
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We have developed important
partnerships with key customers
and are well known and respected
for our ability to innovate. Our
speed of delivery puts us at the
forefront of developing new
products to meet market trends.

≥

BUSINESS REVIEW
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Our customers tell us how much
they appreciate the rich mix on
offer in our Cellar & Kitchen
stores – fabulous wines, interesting
kitchenware, great food and
incredibly knowledgeable staff.
Location is key to our success 
as we extend our reach beyond
East Anglia.

≥
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Top: International wine challenge
Dubbed the Oscars of the wine 
trade – Adnams picked up East of
England Merchant of the Year and 
Large Independent of the Year at 
the International Wine Challenge in
September.

Middle:Adnams Greenleaf For many
years we’ve been publishing a ‘green
leaf ’ symbol in our Wine Lists to mark
out wines that have been made in an
environmentally respectful manner.
You can find these wines on our
website and in store.

Bottom: Café Culture Adding a café 
to the Cellar & Kitchen stores has been
a great success.We will look to add this
feature to some more stores in 2008.

This year, for the first time, we are
reporting results by business segment,
a change that has been facilitated by the
separation of the management of the
business into Brewing & Brands and
Leisure Retail during 2007.Apart from
the Southwold brewery, the Brewing &
Brands business has been re-located at
the new distribution centre at Reydon
and the Retail business is located in the
Malt Store offices in Southwold. It has
been our aim, as far as possible, to locate
service functions within the businesses,
so as to make them as responsive as we
can to the needs of those businesses and
their customers. Following this change
central costs fell from £1.5m to £1.4m.

Building strategic advantage
Against a backdrop of challenging
economic and market conditions, Jonathan
has set out in his Chairman’s statement a
bold ambition for the company over the
next five years.The Brewing & Brands
business is well placed to be a major
contributor 
to the delivery of this ambition.
Competitive advantage for this business
will be derived from continued investment
and development of the Adnams beer
brand, already highly differentiated and
proving resilient through its distinctive
Beer from the Coast advertising, building
upon our strong environmental platform
and furthering our innovative approach 
to new product development.These
things, allied to our ability to recognise 
and seize opportunities ahead of the
competition and to build strong mutually
beneficial relationships with our key
customers, are what set us apart and
provide the opportunity for further
market share gains. In the final quarter 
of the year we recruited new sales and
marketing expertise in this business to
provide momentum behind delivering 
the plan.We firmly believe the ambition in

this part of the business can be delivered
through organic growth, and that the
recent investment and renewal of our
infrastructure, combined with the
introduction of further talented people,
provides the launch pad for the next stage
of your company’s development.

The Leisure Retail business comprises our
tenanted pubs, hotels, shops and online
activities and has been defined in this 
way as it is the point where the Adnams
brand interacts directly with the consumer.
Considerable work has been undertaken
in developing the leisure potential of the
Adnams brand by building upon our core
competencies in beer and wine. Competitive
advantage in this arena is derived from
brand strength and our strong social and
environmental approach, which we are
determined to make relevant to the
consumer in innovative and compelling
ways. All of this is underpinned by great
customer service.To bring these dimensions
meaningfully to life we are increasingly
working with organic and biodynamic
wine producers, local food suppliers,
investing in our people and ensuring
refurbishments and new developments
meet the highest standards of environmental
performance. Cellar & Kitchen in particular
manages to deliver on these increasingly
important, issues and positions the company
well to take advantage of our consumers’
interest in drinking and eating products
with authenticity, provenance and quality.
With our innovative approach, we are
probably the only brand developing these
components together in this way, increasingly
capturing the imagination of the consumer
and ensuring your company is well placed
to capitalise on these trends.



Top: Events and Partnerships We
continue to be at the centre of key
events throughout our heartland.The
Aldeburgh Food & Drink Festival, Suffolk
Show and the Theatre Royal in Norwich
are just a few examples.

Middle: Champion Beer Adnams Bitter
is Camra’s Champion Beer of East Anglia
2007. This is the first award for a beer
from our new brewhouse.We hope it 
is the first of many!

Bottom: Meantime Securing exclusive
UK distribution rights to Meantime’s
draught beers strengthens our portfolio
of products and our relationship with
our customers.

Brewing & Brands
The Brewing & Brands business comprises
three distribution channels: direct free
trade, where we have a direct sales
relationship with and deliver to the
customer on our own vehicle fleet;
national on-trade, where we work with
pub-owning companies and key on-trade
distributors; and national off-trade where
we work with most of the well-known
grocery retailers.

As discussed earlier the total beer market
in 2007 was weak, declining by close to
4%, mirroring almost exactly the shortfall
in the on-trade cask beer market. In the
off-trade, the market for our style of
products grew marginally, up 0.4%. Against
these challenging market conditions we
outperformed the market, maintaining
beer volumes at 2006 levels, but the
second half of the year was much more
challenging than the first – and may be 
an indicator of a tough year ahead.This 
is a particularly good achievement given
that our strategy does not involve the
substantial capital investment required 
to acquire tenanted/managed pubs in the
same way that many of our peers have 
in recent years. Indeed, it is worth noting
that Adnams is different from many of 
our competitors in that 93% of our beer
production is sold in outlets where people
have a wide choice of other brands.This
speaks volumes for the saliency of the
brand and quality of our products.The
major investments in the Brewing &
Brands business in the last few years,
notably the construction of the Distribution
Centre and the replacement of the majority
of our brewery equipment have added 
to our costs and depressed 2007 earnings
from this business (£1.7m against £1.8m
in 2006). However, we are confident of
strong future returns. In the latter part 
of 2007, as our new brewstream became
operative, we were starting to achieve
significant savings in materials, labour, energy
and repairs.The recent exceptional increases
in the prices of malt and hops have meant
that the efficiency savings from our new
equipment are greater than we had predicted.

Leisure Retail
The tenanted pub operation remained
resilient in the face of the smoking ban,
reduced consumer confidence and two
fewer pubs in the estate. Considerable
work has been undertaken in tenant
recruitment and ensuring the brand is
understood and deployed in compelling
ways throughout the tenanted business.
We feel this work contributed to our 
solid performance and leaves us well placed
for 2008. Beer volumes were lower in
tenanted pubs, in line with the market.
Hotels performed strongly with high
occupancy levels throughout the year and
a high level of repeat custom.This is a
particularly good performance in light of
the dismal summer weather. During the
year the Crown won Les Routiers Hotel
of the Year (Central and Eastern England)
and the Swan was chosen as Hotel of the
Year at the East of England Tourism Awards.

The total UK wine market has a heavy
bias towards the off-trade and grew by
3% in volume and 4% in value, indicating
consumers are trading up to better quality
wines.This trend augurs well for us as we
expand our network of stores. In the shops
and online business the year has been one
of development as we have geared up to
deliver further growth.We opened five
new stores in Stamford, Harleston, Saffron
Walden, Hadleigh and Holt, with the final
three all opened in November.This meant
that we incurred many of the upfront
costs, including recruitment, training and
shop fitting, without securing the benefits.
The Cellar & Kitchen store concept is
proving a winning combination with its
exciting range of wines (many of them
exclusive to Adnams), interesting
kitchenware and thoughtfully selected
foodstuffs.We look forward to a further
five store openings in 2008.

The Retail business showed a stronger
performance with earnings up at £3.9m
against £3.8m in 2006.

08 Adnams plc BUSINESS REVIEW
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We want to make it easy for all
our customers to do business
with us. Extended opening hours
for retail and trade, significant
investment online, all backed up 
by excellent customer service
keeps our customers happy and
ready to return, time after time.

≤
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Big projects such as the distribution
centre, brewery and lightweight
bottle are hugely important, but
we need to take care of the smaller
things too. Our hotels were recently
recognised by the Green Tourism
Scheme for their efforts to reduce
their carbon footprint and for
encouraging guests to do so too.

≥
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Top: Institute of Director’s East of
England Business Woman of the Year
Those of you who know our Operations
Director, Karen Hester, will echo our
pride in her achievement. Karen has
been short-listed for the Veuve Cliquot
National Finals. Find out the latest at
adnams.co.uk/aboutus 

Middle: Distribution Centre one year
on We moved into the Distribution
Centre in September 2006. Latest figures
report that compared to our old
warehouse we are using 58% less gas
and 67% less electricity per square metre.

Bottom:Adnams Innovation Adnams
Innovation was the first new beer to
come out of the new brewhouse and
was a real test to see what our new kit
could do. It is the perfect beer to
celebrate innovation at Adnams.

Financial highlights
2003 2004 2005 2006 2007 Variance**

Operating profit (before exceptionals, £000) 3,501 3,648 3,668 4,101 4,206 2.6%

ROCE (percentage)* 16.5% 16.0% 14.6% 12.4% 11.8% -4.9%

Gearing (book value) 22.9% 35.3% 68.7% 97.3% 44.1% -54.7%

Net Debt (£000) 3,940 4,320 10,214 16,301 10,909 -33.1%

Interest Cover**** 16.8 15.6 9.1 5.3 5.1 -3.5%

Ord Dividend (per £1 share)*** £1.54 £1.61 £1.66 £1.75 £1.83 4.6%

* The return on capital is based on the operating line and capital employed, including debt
** % variance between 2006 and 2007
*** Including proposed final dividend for 2007
**** Excluding exceptional items and interest on pension deficit

Finance commentary
Property
A number of disposals were made during
the year. Most notable was the sale of 
part of the old Southwold distribution
site, which was vacated when the new
facility at Reydon was occupied in 2006.
This site has been divided into two, part
was sold to Hopkins Homes for residential
development and part will be redeveloped
by Adnams as a new Cellar & Kitchen
store during 2008.

In the tenanted estate we sold two pubs:
the Prince Albert, Lowestoft, and the Vine,
Norwich.We also sold Ye Olde Wine
Shoppe (Bury Cottage) in Aldeburgh and
the stables building in Southwold.Total
gains from property sales amounted to
£3.9m in 2007, against £0.4m in 2006.
Towards the year-end we put a package 
of nine pubs on the market. Initial interest
from buyers has been frustrated by the
onset of tougher credit conditions.We
hope to complete the sale later this year.

We noted in our interim report that
agreeing the final settlement for the
construction of the Reydon Distribution
Centre has been a somewhat protracted
process and it is not yet settled, but we
remain hopeful that negotiations will be
concluded soon.

Borrowings
The achievement of £4.5m of sale proceeds
for property has helped to reduce our
borrowings, which stand at £10.9m at 
the year-end, down from £16.3m a year
earlier.This represents a 33% reduction in
debt and a 55% improvement in gearing.
In 2007 our interest cover was 5.1 times
profit, in line with 5.3 times in 2006.We
consider this level to be reasonably
modest and it affords us a degree of
flexibility for future investment. Interest
costs amounted to £0.9m. Again the
company is in a position of showing net
interest received on a pension deficit but
this number is a notional one.

Tax
The company’s tax rate in 2007 is 8.7%.
The primary reason for this low rate is
that tax will be deferred on the £3.9m of
property gains, as the proceeds have been
or will be reinvested in other property.
A further reduction of 7.6% in the tax
rate results, ironically, from the abolition of
industrial buildings allowances.This abolition
will raise the longer-term rate of tax
payable, but the impact in 2007 is a lower
tax rate as the accumulated deferred tax
asset on these buildings is reversed.



Pension
The triennial pension scheme valuation
took place with effect from 1 April 2007.
There had been substantial changes since
the previous valuation, notably the closure
of the scheme to future accrual and the
contribution of a £4.25m lump sum during
2005.The 2007 valuation showed a much
more positive picture than we saw in 2004.
The deficit had fallen from £7.0m to £1.4m
with the funding level being 94%, compared
to 63%. Key assumptions are reported in
the pensions note and mortality estimates
were kept up-to-date at this valuation.

The pensions value for accounting purposes
shows a small deficit as at 31 December
2007.The deficit has fallen from £3.2m 
in 2006 to £0.1m in 2007. It needs to be
noted however that the deficit is sensitive
to market movements and that 50% of 
assets were invested in equities as at 
31 December 2007.

The final winding-up of the Employee
Trust occurred during the year and all
current pension provision is now provided
through a defined contribution scheme
open to all staff, including directors.

Treasury Policies
In 2007 we maintained our policy of not
hedging interest rate and foreign exchange
risks, though we keep this policy under
review. Our position continues to be that
such hedging acts more to defer than to
remove such risks and that the costs of 
a hedging policy justify themselves only
when the risks are sufficiently large as 
to threaten some part of the company’s
operations.The company has policies and
procedures in place aimed at minimising
losses from the credit risks that arise
when payments are due to the company
from third parties.

Dividend Policy
Our proposal for the final dividend for
2007 is a 4.3% increase from 117% to
122%.The full year dividend increase
would then be 4.6%.The increase exceeds
inflation, but reflects appropriate caution
given the difficult trading conditions at the
present time.

In line with previous years we aim to pay
an interim dividend which is 35% of the
total dividend paid in the prior year.
Barring unforeseen circumstances, we
expect the 2008 interim dividend to be
64% (64p per ‘B’ share and 16p per ‘A’
share).

Auditors
Ernst & Young have been the auditors 
of Adnams PLC for many years. During
2007 we undertook a re-tendering of the
company’s audit. Our aim was to ensure
that we had the best service at the most
competitive price.We asked six firms to
tender.The firms ranged from ‘the big four’
auditors (including Ernst & Young) through
medium sized firms, to those who are
smaller and more local.We were delighted
by the quality of response that we received
and the keenness of the firms concerned
to work with us. After careful assessment
of the responses the Audit Committee
and Board agreed to invite Grant Thornton
UK LLP to act as auditors and regretfully
accepted the resignation of Ernst & Young.
Grant Thornton has undertaken the audit
of these accounts and a resolution to
reappoint them will be put forward at 
the AGM.
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Andy Wood Managing Director

Stephen Pugh Finance Director

Top: Brewer of the Year
Dr Mike Powell-Evans is a hero to many
and this year Mike was recognised as
Brewer of the Year by his fans at the
British Guild of Beer Writers.

Middle: Coastal Cleans
They seem to get bigger every year
with more volunteers and unfortunately
more litter.The Adnams Coastal Cleans
attract a wide range of people from
across the region. Come and join us on
the next one!

Bottom: New look Web
Our new-look website makes it easier
for customers to order online.The
latest update is the About Us section
where you will find all our latest news
and views adnams.co.uk/aboutus
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Our culture at Adnams means
that working with Kirkley High
School’s Entrepreneurial Spirit
students gives us a chance to
show that you don’t have to set
up your own business to be
enterprising.We’re now in our
fifth year of working with the

school and this has extended to
working with Enterprise Lowestoft,
supporting enterprise education
throughout the region. Developing
long-term relationships such as
this means we can make a real a
real contribution to the future of
our communities.

Left to right: Bradley, Emma,
Reece,Adam (seated) and Patrick
(standing).

≥


