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17 May 2016

ENTERPRISE INNS (ETI): 89.75p
H1 Results — 6mths to end-March 2016:

Group says ‘implementation of strategy [is] on plan and proceeding
at pace...’

Enterprise has today reported H1 results for the 6mth period to end-March and
our comments are set out below:

Revenue is £305m vs £302m last year. EBITDA before exceptional
items is £142m (2015: £144m)

PBT (and exceptional items) is £57m (2015: £57m) with EPS coming in
at 9.2p vs 9.0p last year

The group has fewer pubs (downward pressure on EBITDA) but is
saving interest (on disposals) & has fewer shares in issue

Recent LfL profit trends are shown below:

Tab.1. Enterprise Inns LfL Income Trends:
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Market Cap: £452m
12m range 72p - 136p
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Source: Company Reports

Enterprise reports across its new operating structure

Re Enterprise Publican Partnerships, the group reports that ‘leased and tenanted like-for-like
net income is up 1.8% (H1 2015: 0.6% growth) across the whole estate’. Here, unplanned
business failures are down by 9% y-o-y

Commercial properties: Here ‘like-for-like net income [is] up 5.2% (H1 2015: 5.0% growth)’.
Enterprise says it has a ‘rapidly expanding portfolio with 264 commercial properties at 17 May
2016 at an average annualised rental income of £59,000'.

The group is selling a further 22 pubs here for £20m (yield of 6.7%, premium to book of 9%)

Managed pubs: Enterprise has 75 managed pubs as at 17 May ‘with 21 trading under our
Bermondsey operation, 50 under our Craft Union operation and four within Enterprise
Managed Investments’.

Enterprise has three ‘managed expert’ arrangements in place and has the ‘strategic capital
allocation framework in place to optimise returns from cash generated by the business.’

Enterprise says it has seen net cash flows from operating activities rise to £129m from £120m
last year

It says it has generated ‘additional net proceeds from the disposal of primarily under-
performing assets of £27m’ against £34m last year

CEO Simon Townsend reports ‘we are continuing to make good progress.’

He says ‘our leased and tenanted business is maintaining its growth momentum while the
rapid expansion of our managed operations and commercial property portfolio is on track and
delivering results in line with our expectations.’

Mr Townsend concludes ‘we are confident that the execution of our strategy is demonstrating
a clear path to maximising long term shareholder value and our returns driven approach to
allocating excess cash will deliver near term benefits to all our stakeholders.’

Langton Comment: Enterprise has reassured that its strategy is being implanted and it has been
able to advise that early results have been good.

The plan appears solid. Execution will be the challenge but trading is in line with expectations across
the group’s businesses.

Re the outlook, Enterprise says ‘the first week of the second half of the year was inevitably adversely
affected by the timing of the Easter period, but since then trading has been broadly in line with our
expectations.’
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It adds ‘we forecast trade to benefit from the UEFA Euro 2016 football championship in June and July
although we do anticipate a period of disruption to follow the introduction of the Pubs Code.’

The group concludes ‘we remain confident that we will deliver positive like-for-like net income growth
in our leased, tenanted and commercial estates for the full year.’

The challenge for Enterprise remains 1) executing on plan and 2) persuading analysts and would-be
shareholders that it should be valued on a ‘normal’ basis.

Should number 1) work out according to expectations then number 2) will follow and, on this basis,
the share look to be far too cheap.

The above will not be achieved without effort but, as the company itself is buying back shares and
trading continues to be in line with expectations, there are increasing grounds for optimism.

Contact — Mark Brumby - +44(0)20 7702 3389

mark.brumby@langtoncapital.co.uk

This message (and files contained herein) may contain cotiéilenproprietary information and is intended solely for the akthe individual or organisation to whom it
is addressed. If you are not the addressee youdinot disseminate, distribute or copy this email or any paretife Further, please notify the author immediately by
telephone or by replying to this email and then delete all cafitee correspondence from your system. We apologisejonconvenience that this may have

caused. This information is a financial promotion for the psepof the European Markets in Financial Instruments Dire¢i€&ID) and FSA’s Rules. It has not been
prepared in accordance with the legal requirements desigmedomote the independence or objectivity of investment rdseBines document is not based upon detailed
analysis by Langton Capital of any market, issuer or secusityed herein and does not constitute formal research oseareh recommendation, either expressly or
otherwise. It is not investment advice and does not take inttuatthe investment objectives and policies, financial positiommiofio composition of any recipient. This
document should not to be relied upon as authoritative or takenbstitution for the exercise of you own commercial judgmavhilst Langton Capital has taken steps to
control the spread of viruses on its systems, it cannot gteahat this email and any files transmitted with it are virus frélm liability is accepted for any errors,
omissions, interceptions, corrupted email, lost communicatiofet@delivery arising as a result of receiving this messagéheidnternet or for any virus that may be
contained in it. Recipients should review independently andistain independent professional advice and draw their cemmhs there-from should decide to undertake
transactions with third parties. Langton Capital or its employaag have positions in securities mentioned herein. We/eese right to monitor email messages
passing through our network. Langton Capital Limited is augled and regulated by the Financial Conduct Authority. ltengapital Limited is registered in England
number 07112949.

Mark.brumby@Ilangtoncapital.co.uk
Suite 415, Nol Alie Street, London, E1 8DE
020 7702 3389




