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What we do

We operate Entertainment Bars and Restaurants in the UK
We create, develop and manage unigue brands

Entertainment Bars
Walkabout

Jongleurs Comedy Clubs
Bar Rusa

Restaurants

Old Orleans

Asha's

We differentiate our brands by creating exciting and memorable expertences for our customers We offer
. the best ive entertainment on the high street,
e authentic ranges of drinks and freshly cooked meals, and
« warm, fnendly hospitality in a fun, relaxed, safe environment

We ensure quality by investing in our venues, our brands and our staff

Our key brands
Large scale, Australian-themed venues focused on late night entertainment and sport

The leading comedy club operator in the UK

Themed restaurants serving tradiional southern Amencan-style food dishes



Walkabout

Large scale Australian-themed bars, focused on sport

and late-night entertainment

party
confident
different
exciting
catch

all the
action
safe
proud
energetic
fun

Drink

Top UK dnnk brands

Gooed range of antipodean imporis
Value cocktails

Theatre and style

Food

Classic Aussie tucker including kangaroo steaks, and the best hand made burgers
Awesome portions

Great value for money

Assisted table service

Relaxed service style

QOur customers

Love sport

Emjoy the ig match atmosphere
Like to party

Make frends

Our staff

Many antipodean travellers
Relaxed, laid back Aussie style
Fun

Safety
A top prionty

winner of eight Best Bar None awards

Six Best Bar None accredited

Responsible retailing

Winner BEDA Stine Award 06 — Bournemouth

Sport

Stadium atmosphere for the big events ~ second only to ‘being there’
Subscriptions to all the major sports channels allows screening of multiple events
Up to four live events simultaneously

More screens

Great views for all

Entertainment

The ulimate party venue

It's fun, It's outrageous,it’s hedomistic

Live music

Party host DJs

Themed events— Beach babes— Hunks in trunks— Beach party- Battle of the bands— Poker nights




Qur venues

50 city centre locations
Large capacities

Great staging

Best sound and hght systems
Massive projecton screens
Big sporting matches live

HD plasmas

Winners
Bradford
Bnghton
Bristol
Portsmouth
Leicester
Liverpool
Nottingham
Reading

Accredited
Croydon
Leeds
Manchester
Middlesbrough
Plymouth
Southampton




Jongleurs
Great comedy at the heart of a complete
entertainment package

fnendly
quirky
funny
quality
unique
buzzing
consistent
memaorable

Qur staff

Friendly and canng
Academy trained
FPassionate

Entertainment

The best comedy shows around
Vanety of fresh, up and coming talent
Four different acts in one evening
1,000 comedians avallable

Qualty assured

After show disco

Complete evening’s entertainment

Food & Drink

Great food delivered fast

Fast and efficient table service

Top dninks brands

All Inclusive premiumn packages including Chnstmas partes

Bar Risa

Stylish bars

Multiple rooms

Nightclub onentation in the late hours
Wide range of cocktails

Value food in day time

Marketing

500,000+ active customer database

Continuous feedback

Regular customer communication, through telephone, post and email,

Four sales channels to fill shows including telesales, web, local venue and third-party agencies

QOur customers
Love to laugh
Have great times
Come to celebrate
Feel safe

Qur venues

16 Comedy Clubs in aity centre locations
Uncomplicated stage and set design
Comfortable surroundings

Adjoining style bars

9 Bar Risa

4 Walkabout

3 others

evening’s




Old Orleans
Southern American casual dining and hospitality at its
best

‘Let the good times roll’
cajun
generous
welcoming
tasty
tempting
authentic
indulgent
relaxed
casual
styhsh
voodoo
MISSISSIPPI
mard gras
jazz

Our staff

Confident friendly, informal, service
Caning genuine hospitality
Knowledgeable about the menu
Passionate about the brand

Qur challenge

Evolve

from to

Dark, tired 80s-style diners  » Lighter, conternporary, clean, stylish restaurants

Me too offerings » Authentic southern Amencan food

Bland personality » Warm, genuine hospitality reflecting the grand hentage of New Orleans
Slow service » Fast delivery

Food

Authentic Jambalaya, creole, gumbo, steaks, pasta, southern fned chicken, fajitas, king nbs, salads
Platters to share group-onentated

Generous portions you never leave hungry

Elements of surpnse popcorn, WOW factor

Full table service

Drink
American beers and wines,
Hurricane, Bourbon

Qur venues

29 Oid Orleans

2 Quincey's

Typically 7,000 sq ft

60 40 food wet spht

Separate bars wath snacks

High footfall locations — retail parks wath cinemas — high streets
Authentic décor

Family fnendly
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Chairman’s statement |

Bob ivell
Executive Chairman

| am pleased to report the results for the 52 weeks ended 30 June 2007. During
the period, we acquired a portfolio of 31 themed Old Orleans and Quincey’s
restaurants, thereby establishing a presence in the attractive eating-out
market. We believe that this significantly enhances the Group’s growth
prospects and broadens the future earnings base. At the same time, our
Entertainment Bars business, which operates in a more challenging
environment, continued to deliver robust cash flow for the Group.

We have succeeded in utiising the cash flows generated by Entertainment Bars to invest in food-onentated brands We identified Old Odeans as
an under-performing brand with the potenhat for recovery A major element of our strategy 1s to drive growth in this business through invesiment,
inibally tn improving the performance of existing venues and then expansion of the estate Our investment programme i the existing estate
commenced, albeit shghtly later than onginally anticipated due to delayed lease assignments, towards the end of the reporting period and we are
encouraged by the initial results of this programme

Results

Continuing operations

Sales from continuing cperations for the 52 weeks ended 30 June 2007 increased by 16 7% to £148 9m (2006 £127 6m) and included 41 weeks’
contnbution from the acquired Old Orleans business Restaurants contnbuted £24 6m of sales during the year (2006 £mil)

Like-for-like sales were 2 8% below last year Like-for-lke sales 1s a true uninvested measure compnsing units trading for the whole of both the
current and comparative reporting penods, and therefore excludes Restaurant sales Like-for-like sales are based on 94 6% of total Entertainment
Bars’ sales The overall Ike-for-like sales performance 1s the combination of three distinctly different penods The first was a 21 week perod to the
end of November 2006 (the anniversary of licensing deregulation) dunng which sales declined by 5 4% This was followed by a period of growth of
1 8% for the 27 weeks to the beginming of June 2007, however, this included the more difficult trading environment in April and May that was below
our expectations Thirdly, as anticipated, the last four weeks of the year saw a sharp decline in sales against the strong comparatives of the 2006
FIFA World Cup

Operating profit from continuing operations was £11 5m (2006 £9 Om} After adding back ‘exceptionals’ {exceptonal items, brand amortisatton and
loss on sale of property, plant and equipment), operating profit was £13 6m (2006 £14 6m) Profit before tax was £6 1m
(2006 £50m)

Basic earnings per share from continuing operations was 6 Op (2006 3 6p) and excluding exceptionals was 7 5p (2006 7 7p)

Exceplionals in the penod were £2 2m (2006 £5 6m) compnsing exceptional items for costs incurred integrating Old Oreans ito the Group's
normal administration systems and organisation structure of £1 2m and the cost of restructuning the Group’s pre-existing brands and related
property Interests so that they are also held in separate trading subsidianes of £0 6m, and losses from property sales of £0 2m (2006 £0 0m), and
Old Orleans brand amortisation of £0 2m (2006 £nil)

Discontinued operations
The post-tax loss from discontinued operations was £1 9m (2006 £2 4m) and primanly comprised an wparment provision and an increase 1n
onerous lease provisions On-going trading losses of £0 1m and losses on disposals of £0 2m were both half of last year's levels

During the course of the year five properties, which had previously been either assigned or sub-let, reverted to the Group due to tenants’ failures to
meet their rental ocbligations Provisions have been made for our future obligations in respect of these properties - including a charge in respect of
one propenty that reverted as a consequence of the London & Edinburgh administrative receivership However, good progress has been made
subsequent to the year end with deals completed on four properties to either dispose outnght, assign or sub-let our interests

Cash flow and financing

Cash flow from operating actvities was £24 4mn the year (2006 £23 1m) Net debt at the year end was £74 9m, an increase of £17 9m on
last year Old Oreans Limited and Brandasia Limited were acquired dunng the year entirely with debt, at a total cost of £28 Om A more
comprehensive analysis of the Group’s cash flow is provided in the Finance review

Dividend
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The Board is not recommmending a dividend (2006 nil pence per share), due in part to the planned tnvestment in Old Oreans and future returns
available from investment in the Group's assets In general We remain focused on managing our debt and making further acquisiions, where
appropnate

Operational review

The most significant event duning the year was the acquisition and integration of Old Orleans themed restaurants This transaction completed on 17
September 2006 at a total acquisition cost of £27 4m, which was funded from debt Transiton onto our systems was completed by the end of
January 2007, a new menu was launched in March 2007 and an extensive refurbishment programme started towards the end of the perod
Entertainment Bars continued to deliver significant revenues and operating profits, although compansons with last year, as referred to in the results
section, vaned significantly dunng the penod

Entertainnment Bars
Qur Entertainment Bars have two distinct trading penods dunng the day potentially appealing to different customers, the more relaxed food-focused
daytme business, and the high energy late-mght business of which entertainment is a key element In Walkabout, we have sought to more clearly
differentiate each penod through distnct marketing approaches — ‘Sun-up’ and ‘Sun-down’ A number of daytme rmibatives saw food sales increase
by 11 4% on last year

. Great value food offers in Walkabout and a revised menu and presentation in Jongleurs

+  Opening certain venues for breakfasts and investing in premium coffee machines and promoting coffee offers

. Introducing assisted table service

. Increasing the number of covers

»  Some TV screens featuring music videos for significant penods

« Wifi internet access tnals

«  Tranming, resutting in an improvement of more than 5% in service levels as monitored by our ‘mystery visit’ scores

Qur late-night business has been more challenging Door-income, which 1s a key measurement of our success in the late-night business, was 1 2%
below last year and dnnk sales were down by 5 7% Consistent with cther late-night operators, the reduction in sales reflects increased competiton
following licensing deregulation and a pattern of customers going out [ater on the high street and conseguently spending less on iquor We
continue to strive to counter these trends by focusing on all elements of our entertainment offenng to attract customers

In Walkabout, entertainment focuses on both sport and music The sporting calendar dunng the penod to June 2007 did not feature any major world
cup tournaments, with the exception of the Cricket World Cup which did not generate a great deal of enthusiasm within the UK The benefit from the
Ashes senes in Austrahia was also less than expected However, overall interest in the Premiership and sport in general continues to grow
Investment in plasma screens in many venues coupled with the ability to show more than one sport at any tme continues to keep Walkabout as the
recognised number one venue for all sports fixtures Walkabout 1s very often the only place in town able lo follow all of the major sporting events
concurrently, and offers a great atmosphere with large projector screens We are reinvesting substantial sums in new projection systems and
screens at our premier venues to stay ahead of the game and keep Walkabout as the number one venue for sport

Traditional rock bands have replaced R&B and dance music as the dominant genre in the music charts and this trend has led to a resurgence in
nterestin gustar-based live music which has always been a core part of the Walkabout approach Now in its second year, the JO Soundcheck,
‘battle of the bands’ competition has reinforced Walkabout's credentials as the home of live music

At Jongleurs, our comedy shows continue to be highly rated and we achieved particular success with a new ‘all inclusive’ format at Christmas, both
in terms of sales value and customer feedback scores, which has given us the confidence to increase the number of shows on offer for Chnstmas
2007 by 27% In both Walkabout and Jongleurs, we are tnalling fast-pour super-chilled draught beer and have achieved industry leading speeds of
dispense We believe this will benefit sales and labour productivity given that both trading formats can require large volumes to be served in a short
time-penod, particulanly dunng show intervals or immediately before and at half-tirme for major sporting events

In last year's report, | emphasised our deterrmination to maintain operational standards during difficult trading penods We have not waivered from
this belief as evidenced by the recognition received from a number of industry awards including

«  Winner of the Responsible Retailing Award 2006

e« Winner — 2006 Smirnoff Shine Award for the country’s most responsible venue (Bournemouth Walkabout)

. Winner — Best Bar None Awards (12 venues}

. Finalist — Publican Awards 2007, Managed Pub Company of the Year (100+ outlets)

We are not complacent m our approach and continue to implement new ways of enhancing customer safety as well as protecting our icence In
particular, we continue to invest In training to ensure staff are able to properly deal with the operational 1ssues surrounding underage dnnking, and
we have nvested in 1D scan technology to strengthen the checking mechamsms for door secunty at cerlain venues

We work closely with the police and other agencies to ensure that we are continually mplementing hest practice and we have voluntanly intreduced
polycarbonate glasses at certain sites and at certain tmes of the day where glass poses an unaccepiable nsk Responsible retating remains at the
top of our agenda

Restaurants

On completing the acquisition of Old Orleans Limited, our prionties were
. to exit the transihonal services arrangements as quickly as possible,
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. to secure the supply of new menu products and food distnbution to facilitate the launch of a new menu, and
+ toinvest capital Into a neglected estate that had seen mimimal investment for several years

We succeeded in exiting the transihonal services arrangements two months ahead of the contractual deadline By the end of January 2007 we had
moved all units on to our own systems and support Infrastructure allowang us to control all aspects of operational performance Afl accounting and
other support functions, with the exception of food purchasing, were successfully transferred to our head office within the same deadline and we
were able, therefore, to control most aspects of operational performance

New food products and supply and distnbution agreements were put in place at the beginning of March 2007 enabling us to launch a new menu
which was a fundamental step towards rejuvenating the brand by talung 1t back to its authentic southern Amencan roots A wider dnnks range,
including some southern Amenican beers and mere emphasis on cocktails, was also introduced

Qur capital mvestment plans were delayed due to the slow process of lease assignments By January 2007, many landlords had agreed m prninciple
to assign the leases to Regent, however, completing the process took significantly longer than we had expected We adopted a cautious approach
n not commencing Investment until the lease assignment had been completed and our refurbishment approved by landlords | am now pleased to
report that we have received landlords’ approval to assign all but three of the leases, of these, two are agreed in pnnciple

The most significant investment was the refurhishment of the paddle steamer at Lakeside shopping centre, Thurrock This venue closed for
redevelopment on 25 March 2007 and re-opened on 14 June 2007 This refurbishment represents our template for the future design, ambiance,
product offer, menu and service [t also includes new technology to support the management of service standards and significantly improve service
tmes The refurbishment incorporated increased capacity and smoking provision by creating a ‘top deck’ on the roof area We are pleased with the
venue's performance in the 15 full weeks from reopening to the end of September 2007 with sales 56 8% above the same weeks last year

On 10 February 2007, one of the other key sites in the estate, Epping, suffered a senous fire, resulting in its closure for the rest of the financial year
Although we were covered by insurance for property reinstatement and loss of profits, an early reopening was rendered impossible due to the scale
of the rebuild task This site reopened to the public on 7 September, again representing our wisien of the future In the three full weeks of trade since
recpening, sales are up by 58 6% on the same weeks last year

Thurrock and Epping have benefited from a significantly higher level of investment than 1s appropnate for the remainder of the estate due to the
special circumstances at these units, but their success has confirmed that our template 1s sound At the remaiming venues, our investment will be
focused on front-of-house effects, kitchen equipment replacement, the order/kitchen management system and essential dilapidation works The
average spend per site 1s expected to be approximately £250k

In addition to Thurrock and Epping, the following sites have recently reopened following investment

Derby 14 August 2007
Watford 16 August 2007
Ipswich 21 August 2007
Cheshire Oaks 4 September 2007
Enfield 11 September 2007
Sheffield 18 September 2007
Coventry 25 September 2007
Oxford 4 QOctober 2007

These projects have suffered much less disruption in terms of loss of trade with closure penods of typically 10 days to three weeks We are
encouraged by the sales improvements being achieved at these venues

One third of the estate I1s now refurbished, and we plan to complete a further third duning the balance of the period to June 2008

We have recenily appointed an Acquisitons Manager to seek new sites for a future roll-out This will enable us to dnive further value from the brand
and to complete the final phase of the recovery plan we set out at acquisition

During the year, we acquired the share capital in Brandasia Limited, and with it, exclusive nghts for the Asha's brand i the UK and Republic of
Ireland We currently irade under this brand from one restaurant in Birmingham Financial returns do not justfy further roll-out of this brand as yet

Preparations for the smoking ban
A major focus dunng the year was our preparations for the smoking ban, which came into effect in Wales on 1 Apnl 2007 and in England on 1 July
2007 The smoking ban had already taken effect in Scotland in March 2006

We have invested in excess of £E1m across the estate to substantially improve the attractiveness of our outdoor trading areas for all customers and
to provide good facilities for smokers Over 35% of our units have external heensed trading areas all of which have been upgraded, typically wath
fixed or canopy style sheliers, plasma screens, heaters, ighting and new furniture Where possible, these faciibes have been designed to feel like
an extension of the intenor, through iImaginative décor and furnishings
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Board changes

Alan Jackson stepped down as non-executive director In September 2006, in order to avoid any possible conflict of interest following the Group's
acquisition of Old Orleans His position as Senior Independent Director and Chairman of the Remuneration and Appointments Commitiee has been
filled by Jim Glover, who has served as non-execulive director since April 2005

On 26 June 2007, Tanith Dodge was appointed as non-executive director Tanith 1s Group Human Resources Director of WH Smith Ple and has
previously held senior HR positions at InterContinental Hotels Group, Diageo Plc and Allied Domecq Her wealth of expenence in HR and, in
particular, the management of change In an organisation will be invaluable to the Group | would like to take this opportunity to thank all our non-
executive directors for their valuable contnbutions throughout the year, and in particular in helping me to steer the Group through a penod of
considerable change aganst the backdrop of a challenging marketplace

With regard to executive board members, Russell Scott joined the Group as Managing Director — Operations on 1 September 2006, replacing David
Turner who stepped down from his position on the Board as Operations Director on 1 November 2006

People

Well trained and highly motivated management and front-ine teams are cntical to achieving success In a customer-focused hospitality business
Investment in our staff, therefore, 1s a comerstone of our strategy As an example of our commitment in this area, roll-out of aur ‘El-box’ computer-
based traiming system has proved a valuable tool, and during the year 15,000 training modules were completed, covenng subjects as vared as
customer service and cellar management

Integration of Old Orleans represented a major task for our head office teams and one which was met with commitment and dedication As a result,
we were able to exit transitional services two months ahead of schedule and | am grateful to all those involved for therr partin the success of this
exarcise

Differences in interpretation of licensing rules and restrictions between local authonties, together with a turbulent high street trading environment
throughout the year, have meant that maintaining our responsible retailing

policies has been more challenging than ever Nevertheless, our success in this area, as recognised by numerous awards, could only

be achieved by the professionalism and hard work of our front-line staff and management

| offer my thanks to all of them

Current trading, plans and prospects

Qur Entertainment Bars business normally benefits during summer months from its outside areas, however, the beginming of the new financial year
has comeaided with a number of challenges 1 July 2007 saw the smoking ban extended to England, where we have the majonty of our venues, and
the subsequent period was the wettest summer on record As a result, the investment In outside areas, (as referred to in the ‘Preparations for the
Smoking Ban’ section of this statement) has not derived as much benefit as might have been the case, particularly from early evening trade
Furthermore, this year's sales performance 1s measured against strong comparable figures which included the benefits of the hot summer of 2006
and the final stages of the FIFA World Cup In our favour, we have had some benefit from the early stages of the Rugby World Cup, albeit interest
in the Group stages was somewhat imited

Like-for-like sales in the 14 weeks to 6 October 2007 were down by 1 0%, with Jongleurs venues enjoying a marginally better performance than the
Walkabout estate We have continued to see significant growth in food sales since the year end, with tike-for-likes up 8 5% and, as expected, Bars
with cutside areas have performed more strongly, up 2 1% on last year We remain cautious, however, in our outlook for Entertasnment Bars for the
remainder of the 2008 financial year There I1s an increasing likelihood of a slow down tn consumer spending due to interest rate pressures with
many retailers predicting a difficult Christmas, the fult impact of the smoking ban 1s unlikely to be apparent until after the winter, and England’s
quakfication for Euro 2008 1s not yet assured As these special factors become clearer, we will adapt cur plans accordingly

The focus of our actvity m Old Orleans is the refurbishment programme We now have 10 completed and plan to complete at least the same
number before the end of the 2008 financial year, investing between £4m and £5m in total We are confident that this investment, together with the
significant improvements to the menu already undertaken, planned marketing and promotional activity and staff retraiming, will deliver good growth
In an attractive market segment

Corporate activity remains a prnionty for the Board, and we are confident that the business 1s well placed to deliver value through consalidation
Bob Ivell

Executive Chairman
8 October 2007
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Business review

Business history
Regent Inns was founded 1n 1977 and, untl 1993, was an independent pub company operating throughout the south east of England The
Company was admutted to the Official List of the London Stock Exchange in Apnl 1993

In 1994, the Group opened its first Walkabout in Covent Garden, which was a great success After further development of the Walkabout footpnnt,
the Group embarked upon a major transformation process in 2000, moving away from being an operator of largely unrelated pub concepts, by
aggressively rolling-out the Walkabout brand and taking full control of Jongleurs Comedy Clubs in which it had previousty acquired a minonty
interest

Between 2000 and 2003, 31 new Walkabouts were opened bnnging the total to 50 In 2002, the Group announced its decision to divestits 58
unbranded venues in order to focus resources on managing late-night entertainment-led venues through the Walkabout and Jongleurs Comedy
brands

In recent years, the Board has repeatedly communicated the importance of corporate consolidation for smaller leisure businesses and also the
desirability of ganing a presence in the casual dimng markel The casual dining market 15 set for sustained growth for the foreseeable future unlike
the Group’s traditional businesses which have recently faced many significant challenges, including increased competiion as a result of licensing
deregulation, the ban on smoking and the spotight on underage dnnking In September 2008, the Group took its first steps towards fulfiling its
revised strategy by acquinng 31 Old Orleans and Quincey’s restaurants from Punch Taverns plc, placing the Group firmly in the casual diruing
market In March 2007, the Group acquired the franchise nghts for the UK and Republic of Ireland to operate Asha’s, an up-market indian
restaurant concept, currently trading one UK venue

Description of business

At the end of the reporting period, the Group operated 66 late-mght entertainment venues, ‘Entertainment Bars', pnncipally through two of the
largest brands in the sector, Walkabout and Jongleurs/Bar Risa The Group also operated 32 restaurants under the brand names, Old Oreans,
Quincey's and Asha’s

Number of vanues

Start of year End of year
Walkabout 49 50
Jongleurs/Bar Risa 15 12
Other 4 4
Total Entertainment Bars 68 66
Old Orleans 29
Quincey’s 2
Asha's 1
Total Restaurants - 32
Total venues 68 98

In addition to the 12 Jongleurs Comedy clubs identified above, there are a further four Jongleurs incorporated within Walkabouts During the year,
Leicester Bar Risa/Jongleurs was converted to Walkabout/Jongleurs, and in Glasgow, the adjacent Walkabout and Jongleurs operations were
combined into one site under common management Bar Risa/Jongleurs Manchester was disposed of during the year

In the period under review, Entertainment Bars compnsed 83 4% of total Group sales and Restaurants 16 6% Old Orleans and Quincey’s traded
for 41 weeks of the 52 week reporting penod and Asha’s for 28 weeks Had these businesses traded for the full reporting penod, the estimated
sales mix would have been Entertainment Bars 80% and Restaurants 20%

Entertainment Bars

Walkabout

Walkabouts are large scale, Australian-themed venues focused on late-right entertainment and sport The bars are situated in pnmary positions on
high street circints Walkabout 1s targeted pnmarily at 18 to 30 year olds and aims to be ‘the place to be' for all major sporting events

and for party atmosphere

Most venues have late licences and offer

. Live sports broadcasts on high quality screens located throughout the venue together wth large scale projection screenings of major
evants Walkabout subscnbes to all of the major sports networks and therefore has the ability to show multiple evenls simulianeously
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. Music entertainment through DJs and hive band performances with events staged on several evenings per week
. Prermum brand dninks and a value food menu based on the Australian theme

. Lightly Austrattan-themed atmosphere with focus on customer service and event/big night out delivery

* A safe and well controlled environment

Customer focus groups are undertaken regutarly 55% of customers form part of groups of three or more people and average dweli ime 1s two
hours confirming Walkabout's position as a destination bar as oppesed to a circuwit bar

Jongleurs/Bar Risa
Jongleurs 1s the leading comedy club operator m the UK having onginally been launched in 1983 The Group purchased the exclusive UK licence to
the Jongleurs brand, which it holds in perpetuity, from Jongleurs Comedy Limited in 2000

Jongleurs Comedy Clubs differentiate themselves from the majonty of high street licensed venues by providing a distinct mix of live comedy and
cabaret entertainment The Group's ability to offer access to the full Jongleurs network has been a cribical factor in attracting the best comedy talent
Jongleurs has approximately 1,000 comedians on its books of which 200 are used regularly Every performance 1s recorded and rated to ensure
that standards are mantained to the highest level

Most clubs trade two or three mghts of the week, Thursday to Saturday and, for that reason, are generally situated in the secondary space (upper
floors, basements or back areas) of high street bars operating throughout the week A typical show begins at 8 30pm and lasts for up to two and a
half hours followed by a disco Food 1s served prior to the start of the show and there are short dnnk-breaks between acts The shows appeal to a
broad base of customers to whom tickets are sold in advance through a centrally controlled website and telephone sales operation and also through
local marketing activihes Jongleurs operates a membership system and currently has over 500,000 members 55% of bookings taken through the
hox office are from females and 55% are aged 25-34 years, with a further 30% over the age of 35

Nine of the adjoining bars are branded Bar Risa, which have late licences and offer commercial music through OJ-led entertainment, an extensive
cocktall menu and premium hranded drinks range, and an all day foed menu Birmingham, Leeds, Cardiff and Reading are the largest venues with
capacities in excess of 1,000 and operate as style bars in multiple rooms, prowiding mere of a nightclub feel for late-night trading after the Jongleurs
show The space configuration enables the bar and club businesses to share the same operational infrastructure

Bar Risa targets 18-25 year olds The audiences are generally mixed but with a high student contingent

Restaurants

Old Orleans and Quincey's

Old Orleans and Quincey’s comprnise a porifolio of 31 themed outlets spread across the UK Both brands are similar in terms of venue layout and
product offenng Much of the estate 1s situated in large, well-located and prominent sites with high footfall Old Orleans specialises in serving
tradittonal southern American style food dishes, offering a wide range of fajitas, nbs, burgers, steaks, pastas and salads The customer expenence
15 enhanced by vibrant décor featunng authentic bric-a-brac and memorabihia, and character music

Asha’'s

Asha's 1s an up-market indian restaurant operated under a franchise agreement from Asha's International Restaurants Limited (ARIL) The concept
was developed by Asha Bhosle, a Bollywood singing legend with a passion for cooking ARIL operates two very successful restaurants in Dubar
and Kuwait City The first UK restaurant opened in Birmingham in December 2006 to excellent reviews and has won several awards

Group objectives
The Group’'s principal objective 1s to enhance shareholder value through the development and management of high quahty brands operating in the
late-night entertainment and casual dining markets This 1s achieved by
. creating and maintaining strong, recognisable brands,
. operating only large-scale venues,
. focusing on entertasnment and theatre as a key differentiator and dnver of brand value,
. preducing good quality, exciting and memorable expenences for custormners,
. applying high operational standards to ensure a safe and relaxed customer environment,
. maintaining good relationships with icensing regulators, police and neighbours,
. increasing the importance of food in the sales mix,
. stocking a comprehensive range of market-leading branded dnnk products,
. miremising central support costs, and
+  pursuing corporate consolidation opportunities

These goals provide a framework for all major operational and investment decisions
Market
Performance of both the licensed retall and casual dining markets are pnmanly influenced by the macro-economic factors affecting the disposable

meome of customers and changes to the regulatory environment

The regulatory environment for hcensed premises changed significantly when hicensing responsibility passed from magistrates to local authonties at
the end of November 2005 This resulted in many more operators being granted late licences, substantially increasing competition for late-right
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business, a key target for Entertainment Bars The late-might market continues to be increasingly competitive, new late icences are still being
granted and new competitors are improving both thewr understanding of the market and their operations The deregulalion process also resulted in
some local authonties choosing to apply significantly more ngorous operational controls as a conditton of granting icences or extensions, increased
doaor secunty, installation of additonal CCTV systems, replacement of glassware with potycarbonates and the requirement for additional glass
collectors, have all resulted in increased operating costs

The new licensing regime has the authonty to impose ngorous penalties on operators for non-compliance with the terms of their hcence which,
tegether with an increased police presence, has meant that all businesses have needed to be far more diligent in their operational standards The
Group treats compliance with all of the terms of its licences with the highest pnonty particularly with regard to door-policy and underage drinking,
which can be more of anissue for late-night businesses All of our late-might businesses operate either Challenge 21 or Challenge 25 policies,
depending on the degree of local nsk for underage dnnking These policies require suitable “proof of age ID’ for any customer who our staff believe
are under the ages of 21 or 25 respectively Protecting our icences 1s of the utmost importance as the loss of a licence or the imposihon of
operating restrichons would have senous financial consequences In a typical week, since the introduction of these policies, we refuse entry to an
average 5,000 customers for not having suitable ‘proof of age’ 1D

As of 1 July 2007, the smoking ban became apphcable to the whole of the UK having been implemented in Scotland tin March 2006 and

n Wales in Apnl 2007 Its too early to provide evidence as to the effects of the ban in England, where most of cur venues operate However,
comment by other operators who trade extensively in Scotland suggests that after a short honeymoon penod of stable sales mmediately following
the ban, sales decline for several months before returning to growth within a year Within the overall sales mix, liquor and machine sales are
adversely affected but food sales benefit significantly What 1s evident from the short period of trading post-ban tn England is that a number of
factors dictate the post-ban sales performances, these being the degree to which not only a venue has adapted its premises to provide suitable
faciities for smokers but also the degree to which compettors have adapted thewr premises The differences can result in a significant diversion of
trade between businesses but generally those that have successfully provided comfortable smoking areas have won trade from those who are
either unable or unwilling to adapt therr premises We have been able to provide smoking facihties in 28 out of 66 of our Entertainment Bars

The market continues to be affected by aggressive pricing in the off-trade, particularly the major supermarkets operating extended opening hours
and loss-leading prncing policies The sale price differentials between the on-trade and off-trade are now such that our customers are increasingly
choosing to drink at home rather than in licensed venues resulting in fewer ‘nights-out’ and when they do go out, dnnking before they leave home
This 1s evident from feedback from customer focus groups and from sales analysis which shows we are attracting the same number of customers
hut they are arnving later and drinking less We are disappointed that the recent Competition Commssion in England decided that no acton should
be taken against supermarkets selling liquor as loss leaders, but we are encouraged that, by contrast, the authonties in Scotland have indicated
ther intention to crack down

on the supermarkets Responsible retailing 1s vigorously reinforced in the on-trade and codes of practice are in place {0 prevent heavy discounting
but currently, this appears not to be the case in the off-trade

Progress and current position
Entertainment Bars
Dunng the penod under review, much has been achieved
+« Upgrading all venues to the next generation of EPOS, so providing the ability to centrally control prometional pncing and delivenng
improved control of both stock and cash
+« Rolling-out hugh defimtion plasma TVs and large screen projectors to more Walkabouts to ensure they are the best venue for sporting
events
«  Significant buying margin improvements post the acquisition of Old Orleans Dank margins improved on last year by 0 2% and Food by
0 8%
«  Tnaling two different systems for delivenng super-chilled beer from fast-pour taps
«  Areduction in energy consumption of more than 6% - from a number of inihatives engaging all staff in saving energy
«  Asubstantal focus on training to ensure, in particular, that staff do not serve underage customers, and aiso that they have the skills to
provide a good standard of table service

We continue to believe that our cautious, safety-first approach to licensing s the most sensible course from the Group's longer-term perspectve
Entertainment Bars compnse a relatively small number of large-scale venues which means that the financial penalty of losing a icence or suffening
the impasition of hicensing restrictions could be severe Our approach 1s smple
+ Toactresponsibly at all tmes so as not to jeopardise any licence
«  To maniain our high operational standards
+  To focus on the gquality of our entertainment because this dnves footfall, keeps our customers coming back for more, and reinforces the
brand image

We expect there to be limited opportumities to build new venues for Walkabout and Jongleurs, we are awaiting the handover of an exceptional site
in Liverpool which will house several bars, a Jongleurs and a restaurant Delays in the developer's construction programme have meant that the
onginal expected opening date of late 2007, as previously reported, has been pushed back to the latter half of 2008 We continue to seek other new
locations for both Walkabout and Jongleurs and have briefed property agents on our target towns and cities

Restaurants

Old Oreans and Quincey's
During the year, we acquired 31 restaurants from Punch Tavemns plec, 29 branded Old Orleans and two branded Quincey's The rationale for the
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acquisition was as follows

+ It was a food-dnven business and placed the Group firmly in the faster growing casual diming market

s  The brand had been under-invested for a number of years, both in terms of capital and management and therefore had good potential for
growth

«  The brand had proven longewvity having been established in 1984

. Most of the venues were in prominent, high-footfall locations

« A number of the Group's sentor management team had pnor expenence of managing the brand durnng Scottish & Newcastle's penod of
ownership up to 2003, dunng which time it traded strongly

Since the acquisition, considerable work has been undertaken to

. complete the assignment of 24 out of 27 short leaseholds Landlord's approval has been given in principle for two of those remaining and
the vendor 1s negotiating with the landlord on a long-standing matter on the other,

« improve both the dnnk and food ranges - recreating the southern Amencan authenticity that was the strength of the brand when first
launched A new food menu was introduced at the beginming of March and there have been further refinements recently to take into
account existing ine volumes and certain supply and quality 1ssues,

« 1mprove the guahty of management in the business, two of the three area managers and 45% of general managers have been changed,
and more sales and customer onented individuals recruited as replacements,

. set up traming programmes for venue staff, aimed at mproving product knowledge, customer service and up-selling on drninks and
desserts,

« recrut a management team for key positions in food development, marketing and finance, and

« commence the capital nvestment programme to refurbish sites to a new standard (as reported on more fully in the Chairman’s
statenent)

Asha's

The acquisition of Asha's, as reported under the ‘Descnption of business’ section, was consistent with the Group's strategy of bullding a presence n
the casual dining sector and also recognised that significantly more value can be created in this sector from building from a small base Indian
cuising I1s one of the fastest growth areas of the casual dining market but the top end of this parbicular market sector 15 not well catered for

The first venue in Birmingham, which opened just pnor 1o the Group's investment, has received cntical acclaim from customers and media
commentators alike and received several awards However, it has not produced returns that justfy roll-out

Plans

Entertainment Bars

In a challenging trading environment, we need to focus our efforts on the activities that dnve brand value 1 e the points that differentiate our
businesses and give us an edge over competitors In Walkabout, these differentiators include the best viewing systems for major sports events,
providing an atmosphere that 1s second only lo being at the hive event, awesome bar food and late-rught party atmosphere backed up with the best
live bands and DJ entertainment In Jongleurs, itis a good range of innovative comedy acts and post-show party atmeosphere

In the coming year, we wll

« nvest at least £5m across our existing estate on a number of inihatives including upgrading large screen projection systems at our
premier venues, upgrading TVs to high defimtion plasmas, increasing the number of tables and chatrs to support expansion of our
daytime food business, nstalling new coffee machines and other catenng equipment to improve our food quality and service to food
customers, and energy saving initiatives,

. install our preferred fast-pour chilled beer delivery systems to most venues, commencing with our premier sites,

« conlnue our focus on food tncluding launching new menus in both Walkabout and Jongleurs and offering assisted table service until 8pm
{o ensure that the anticipated sales growth cpportunities post the smoking ban are maximised,

. monitor the post-smoking ban sales trends and competitor actions and take advantage of any further opportunities to improve faciibes for
smokers,

. focus on attracting students at the beginning of the academic year, including the use of promoters Currently, we are expecting to run 18
more student nights per week than last year, and

. build on last year's successful launch of premium ticket Jongleurs Chnstmas shows inclusive of meals, by putting on more shows dunng
December and reducing capacites lo enable more prermium ticket sales

Restaurants
Old Orleans
Qur prionties for Old QOrleans are to
. continue the capital nvestment programme so that at least two-thirds of the estate has been refurbished by June 2008,
. focus on traning to ensure that staff are sales and customer-service focused and, in particular, that upselling opportunities are maximised
and speed of service 15 improved,
. further evolve the menus to improve both the authenticity and product quahty,
. commence the roll-out to new sites, and
. develop targeted marketing incentrves to build the customer base following venue refurbishments

Principal risks and uncertainties
The Board believes that the principal nsks and uncertainties facing the Group in the coming year are as follows
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Exposure to economic downturn in the UK
There has been much speculation that the economy 1s slowing down and that consumers who have benefited in recent years from a relatively low
fixed rate of interest on therr mortgages will suffer significant increases thus substantially reducing their disposable income

Student funding

Students are an important target customer for Entertainment Bars and form a significant element of the customer mix The changes to student
funding arrangements now betng phased n and, in particular, the requirement to pay tuition fees, 1s likely to affect students’ disposable income and
N turn may affect Group revenues

Fiscal related matters
Changes to the rates of duty on alcoholic beverages, property rates, value added tax, personal and other business taxes could adversely affect the
financial performance

Increases in operating costs

«  Payroll accounts for 40% of our total venue cost base, and approximately 40% of the total payroll 1s either at the national minimem wage
or fixed in relabon to it In October 2007, the national mintmum wage increased by 3 2%, the lowest increase for several years but there
can be no assurance that in future increases in the national mimimum wage will not exceed retail price inflation

. Electnaity and gas costs account for 4 7% of the total cost base In recent years, the energy market pncing has been very volatile - a
situation that 1s likely to contnue Currently, our electricity 1s contracted at a fixed price to September 2008 after which the Group 15
exposed to market pnaing No fixed price contract 1s in place for gas, the Group has made savings during the last two years by choosing
to forward buy on a flexible basis

Declining sales of beer in pubs and increased competition

In the reporting penod under review, approximately 27% of the Group's turnover was derived from the sale of beer The UK market for beer has
declined steadily in recent years due to the increased demand for other beverages, a decline in the proportion of male pub wvisitors and growing
health concerns as a result of government and special interest group sponsored media campaigns The availability of cheaply priced beer in the off-
trade (as referred to under the ‘Market’ section of this review) 1s also a significant contributory factor to dechining beer sales in the on-trade although
recently there have also been examples of heavy discount deals starting to return to the on-trade on a localised basis, which will adversely affect
profitability if it proliferates

Regulation

All of the Group’s income 1s denved from heensed premises The pub and restaurant industry in the UK 1s highly regulated at both national and local
levels Regulatory changes or fallure to comply with regulatons could adversely affect the results of operations Regulations which may impact day-
to-day operations include

Licensing Act 2003

Gambling legistation

Smoking legisiation

Health and safety legislation

EU noise directive

EU or UK employment legislatton including miimum wage and the working time directive

During the last year, there have been calls from some special interest groups to increase the legal age for purchasing alcohol to 21 Such a change,
if ever implemented, would have a significantly adverse effect on the Group's performance given that the target customer for both Walkabout and
Bar Risa are 18-30 year olds and 18-25 year olds respectively The Group does not heheve that there 1s any likelihood of such legislation being
passed in the next 12 months or indeed the foreseeable future

Food related heaith concerns and habiity

In the period under review, Food accounted for 16% of total Group turnover Complaints from customers or regulatory authonties resulting from
quahty, itness, injury or other health concerns stemmng from products supplied by the Group or the restaurant sector generally could have a
matenal adverse effect on the Group

Effects of terrorism
The Group operates several large venues In central London, accountng for 8 1% of total Group turmover Further terronst activity in London as
occurred in July 2005, and bnefly threatened in July 2007, would adversely affect trading performance at these venues

Debt, hquidity and revenue nsks
The Group's debt structure includes a number of restnictive covenants A significant detenoration n trading performance and cash generation may
resuit in the servicing of debt becoming the Group's pnmary focus

Property habifities

The Group coflects £1 6Bm p a n rent from properties that have been sub-let Provisions have been made for rental shortfalls where there are
known tenant 1ssues but there 15 a small nsk that further rental defaults may occur which would potentially feave the Group hable for the above
stated amounts
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Prospects

After a slow start to the Old Orleans turnaround, the Board has been encouraged by the trading improvements achieved by the first refurbishment
investments A key pnionity for the coming year 1s to continue the investment programme Our confidence i Old Crieans 15 now such that we have

startad the process of identifying sites for roll-out and we are planning to have a development programme under way before the end of the next
reporting penod

Entertainment Bars are set to continue being sigmificantly cash generative We intend to continue running these businesses o high operational
standards and to ensure that they continue to lead the market from an entertainment perspective, this will require investment both in management
time and capital

The Board expects the year ahead to be challenging — compebtion in both late-right entertainment and dirng 1s intense, the full effects of the
smoking ban have still to work through, and there are signs In the market that consumers’ disposable income 15 coming under INncreasing pressure
However, our brands are amongst the strongest of their type on the tugh street and the Group has both the management expertise and the financial
resources to succeed
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Sun-up, sun-down

Walkabout welcomes you with understated
references to a proud heritage...from dramatic
landscapes to the chilled out vibe of the beach.

Simon Grant, Walkabout Manager, Temple, London

Iti1s an exciting time to be working at Walkabout We’ve differentiated the day into two parts sun-up and sun-
down Whilst we continue to provide awesome sun-down entertainment, with top DJs, live music and a great
drinks range, we are growing the daytime, or sun-up, business too Lunchtime food trade has grown hugely
over the last year and we now cater for a more corporate clientele who have very high customer service
expectations The sports days here are spectacular — you can see the screens from every part of the venue
and that makes for a great atmosphere if you can nail a fantastic day’s trade 1t has a snowball effect on other
aspects of the business

The key to delivering the awesome Walkabout experience day and night 1s to have an efficient team who treat
customers how they would expect to be treated Everything flows from mutual respect
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World class
entertainment

World class performers, with a friendly, exciting
atmosphere. Everything has an element of fun.

Kaley Bostock — Deputy Manager, Bar Risa/Jongleurs, Leeds

| have been a Show Manager at Jongleurs for two years now. The best thing about my job 1s the variety every
night brings a fresh challenge However, as a consequence, | have to constantly change and adapt my
professional role to suit the circumstances

At Jongleurs we always try to empower our staff to deal with situations themselves but when this 1sn’t
possible we have a strong support network they can rely on In addition we have team briefs before every
show, which involve the full participation of all staff Our main focus 1s customer service and, to ensure every
guest has a fantastic Jongleurs experience, one of the things we do as part of our training 1s to try to pre-
empt potential problems through role play and discussion thus preventing the problems occurring
Furthermore, we encourage customer loyalty by adding a personal touch to our service For example, ona
show night | will make sure | am visible to customers and avatlable to respond to their requests
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Outdoor living

We Spent around £50,000 to improve what is
already one of the best outside areas in London.

Gareth Bull — Manager, Jongleurs Lock 17, Camden

The manager's role at Jongleurs Lock 17 is as unique as the place itself Jongleurs Lock 17 15 a combination
of three entertainment venues under one roof the Lock 17 bar, Dingwalls live music club, and Jongleurs
Comedy Club

Our guests reflect the diversity of Camden as a whole and we ensure that everyone from alternative rock-
chicks to thirtysomethings feel at home We cater for this vanety in all aspects of our service and, as a
consequence, our daytime trade has increased hugely Now, thanks to our reputation for great food, fast
service, wide-ranging entertainment and our fantastic location, we have people coming to us from all over the
world Our reputation as a live music venue now precedes us, as demonstrated by the regular visits we
receive from record label execs and the impromptu warm-up gig by the Foo Fighters prior to their Live Earth
appearance
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Report on corporate social responsibility

The Board determines the Group's policy on corporate social respansibility

Environment
The Group recognises that some of its activities and those of its employees and customers have an impact on the environment As a leader within
the leisure sector, the Group aims to minimise the environmental Impact of such activities by pursuing the following objectives
. Full compliance with current legistation and, where practical, stnving to meet new legislative requirements ahead of deadline
. Integrating environmental considerations and objectives into relevant business decisions in a cost efficient manner
. Ensuring that all employees address the Group's environmental responsibilities within the framework of thewr normal operating
procedures
. Influencing suppliers of services and goods to reduce their impact on the environment
. Promoting awareness of the relevant environmental 1ssues amongst staff and others who have an interest in the leisure sector
. Minimising waste and seeking o recycle as much as 1s economically prachcal, ensuring that the remainder 1s disposed of responsibly
. Developing the appropnate systems and instalhing the equipment necessary to improve the overall efficiency of uliibes” consumption
. Developing approprate emergency response plans for major incidents that minimise their environmental impact

During the year, significant progress was made towards these objectives as follows

«  Running an incenttve scheme for venue staff across the estate resulting in reduced electnaity consumption for the penod August 2006 to
May 2007 The incentive achieved a reduction in electricity usage of 6 4% or 1,825,696 kwh

« Al but three nan-hali-hourly electricity metered venues within Entertainment Bars had electncity code 3 sub-meters installed Sub-meters
enable self-billing with the electricity supplier and provides enhanced management information facilitating further reductions in
consumption The installaton of electricity code 3 sub-meters throughout the non-half-hourly metered Old Orteans venues 15 planned to
take place in the new financial year

«  Power perfectors were installed at 13 venues This equipment reduces the incoming voltage and consequently reduces the kilowatt rating
and consurmption cost Since installation, these venues have acheved reductions in electnaity costs of between 10% and 22%

+  Conbtnuing to develop a nationwide network of local glass recyeling collectors, with the majonty of venues participating As a result some
6 million glass bottles are recycled Additionally, the Group will have recycled 92,000 Iitres of cooking oil during the year

Licensing

The Group supports the icensing objectives set out in the Licensing Act 2003 and I1s commutted to warking in collaboration with all parties at both
national and local level to help create a safe late-night environment All policies, procedures and risk assessments have been reviewed {0 ensure
compliance with all the stated licensing objectives

All of our frontline staff benefit from computer-based training covenng all the essential elements of responsible retailing

The Group enthusiastically participates in ‘Best Bar None' schemes wherever they exist and our venues consistently win the available awards The
scheme allows local authonties and the media to celebrate the positive ways in which the on-trade 1s meeting its obligations In 2007, Liverpool,
Reading, Leicester and Nottingham have been added to our hst of mine venues that have previously received ‘Best Bar None” awards

Crune and disorder
Drugs
The Group has a comprehensive drugs policy which reinforces zero tolerance of drug use for both staff and customers

At all venues, notices with regard to drugs and weapens are prominently displayed and dog drug searches are carrnied out on a random basis Staff
are trained to recogruse drugs and the effects of therr use Toilet attendants are provided in selected venues to reduce the hikellhood of drug supply
and use

Alcohol abuse

In 2004, the Group responded to increased public concern regarding dninks promotions by launching sts own charter preventing irresponsible
promotions Subsequently, the BBPA published a guide on point-of-sale promotions which was drawn up following consultation with the sector and
relevant govermnment departments As members of the BBPA, we have adopted the policy across our estate

Violence
The Group has a comprehensive policy on violence and will not tolerate abuse, threats or physical attacks on staff or customers Staff are traned in
appropnate ways of controlling situattons which could lead 1o violence occumng

Waorking with the police, we have voluntanly introduced polycarbonate plastics at certain sites and at certain tmes of day where we have Judged
that glass poses a significant nsk

Public safety

Incident management
An industry-leading computer-based incident and acaident reporting system has been in place since 2001 and was substantially upgraded in 2006
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Information gathered has enabled managers to assess acadent hotspots and to create a safer environment for staff and customers, resulting in a
significantly reduced number of aceidents and insurance claims

Fire

Comprehensive fire nsk assessments are regularly conducted in all venues Site specific evacuation procedures have been drawn up and include
provision for disabled and special-needs customers All monitoning of fire checks and equipment s computer-based and can be accessed by
management at any tme

Certification

All venues are fully certified through regular independent inspection which includes testing of electncal and gas installations, fire alarms and safety .
equipment and exposurre to asbestos All requirements of the Iicensing authontes are adhered {o including site capacities, operating requirements |
and operating penods

Feod safety
The Group employs an external organisation to carry out food safety audits on both its own premises and those of its food supplers to ensure
comphance with internal and legislative standards All staff who handle food within our kitchens receive appropriate focd hygiene training

Door staff

The Group uses only approved door secunty companies with Secunty Industry Authonty (SIA) trained staff All door staff so employed are
then trained in Group procedures which are supported by local police forces throughout

the country

Smoking in public places |
As operators of large capacity venues, the challenges associated with the smoking ban, which came into force in Scotland in March 2006, in Wales

in April 2007 and in England in July 2007, particularly in relation o pass-out policies, noise and the management of designated smoking areas |
outside our venues, have been significant Effective planming, preparation and dialogue with local authonties and neighbours have been of major

benefit in this process

Prevention of nuisance

Pubwatch schemes

Managers participate 1n local Pubwatch schemes wherever they exist {83 out of 98 locattons) and, in six towns and cities, many local Pubwatch
schemes are chaired by our venue managers

Neighbours
Venue managers are encouraged to interact with ther neighbours to ensure that any concerns of local residents are addressed

Norse control
Naise nsk assessments are regularly undertaken throughout the estate to ensure that any disturbances to the local community caused by loud
music are minimised

Dispersal
The Group operates a dispersal programme at each venue to ensure the orderly dispersal of customers at the end of each evening trading session

Protection of children

The Group 1s committed to ensuring that chidren are unable to purchase alcchol through the use of inthatives such as Proof of Age cards All our
venues operate either ‘Challenge 21' or ‘Challenge 25' policies These policies require door secunty staff and bar staff to deny entry or the sale of
alcohol to anyone who they believe may be under the age of 21 or 25 (depending on the policy adopted} without suitable 1D proving they are not
under 18 Suitable |D s restricted to a valid photo-driving kcence, passport or a PASS card During the year, an average of 5,000 customers per
week, who were unable to prove ther age, were dented entry

ID scan technology has been introduced at several high-nsk venues to strengthen the checking mechanisms for identfying under 18s

During the reporting penod, all members of staff received training focused on serving minors and starter packs were introduced for all new staff The
training includes a test questionnaire which must be signed by the member of staff to confirm both that training has taken place and that he or she
has understood their responsibilites

All dnnks sold are subject to the vetting procedures of the Poriman Group which screens-out dninks perceived to be targeted to younger consumers
General

The Group continues to be included in the FTSE4Good Index designed to dentify those companies with good records in corporate social
responsibility
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Louisiana hospitality

We always thank our loyal guests with the spirit
of generosity that’s the credo of Louisiana
hospitality.

Rob Bryan — General Manager
Old Orleans, Epping

Having worked at Old Orleans previously, | returned as General Manager when Regent acquired the business
It's been a really exciting time of change and improvement There's a great plan in place to bring the brand
values to the heart of the customer experience We're all working towards bringing southern American
authenticity and style back to Old Orleans

What | enjoy most about my job, and in my opinion the most important aspect of it, 1s making our guests
happy. The Old Orleans experience Is about being in a place that feels as comfortable as home but also
serving delicious food and great cocktalls If people leave us delighted with their visit then we have done our
job well Qur target Is to attract repeat customers and we can achieve this by ensuring that we deliver top-

class service to every guest, every time
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Finance review

Basis of presentation
The reported statutory results cover the 52 weeks to 30 June 2007 and comparatives for the 52 weeks to 1 July 2006

Accounting policies and standards

The principal accounting pohicies of the Group are set out n note 1 to the accompanying financial statements and a descnption of certain key
measures and policies are included in the review of the trading results below The financial statements have been prepared in accordance with
International Financial Reporting Standards

Overview of performance

2007 2008

£m £m Change
Total sales — continuing 148 9 1276 +16 7%
Like-for-like sales - continuing 117 6 1210 -28%
Operating profit = continuing 15 90 +28 3%
Underlying™ operating profit 136 146 £ 2%
Net interest charges 53 (40) +34 3%
Underying* profit before tax 83 106 -21 4%
Exceptionalst 22) (56) -61 4%
Profit before tax — continuing 61 50 +23 5%
Loss from discontinued operations before tax (20) (27) —252%
Profit before tax 41 23 +82 5%

*  Where the table makes reference to underying profit this refers to profit excluding exceptionals and discontinued operalions
1 Exceptionals ncudes excepbional lems brang amgriisatign and loss on sale of property plant and equipment

Like-for-lke sales are sales in those venues which traded throughout both the whole of the current and comparative financial periods, and which did
not recewve the benefit of any significant capital investment during either penod Itis therefore an uninvested measure and excludes the entire Old
QOrleans and Brandasia businesses acquired during the year

Total sales increased year-on-year due to the acquisiion of 31 Old Orleans restaurants and Asha’s indian restaurant (Brandasia} dunng the
current financial penod There was one disposal — Bar Risa/Jongleurs Manchester 1n the comparative penod, one venue was opened — Walkabout
Putney and one disposed — Stonehouse, Hampton Hill, Twickenham

Like-for-like sales — continuing comprises all but five of the venues that were open at the beginring of the financial period Bar Risa/Jongleurs
Manchester and Walkabout Putney as referred to above, Walkabout Wigan which was refurbished in September 2005, Walkabout Bournemaouth
which suffered significant licensing restrictions during the comparative penod, and Bar Risa/Jongleurs Leicester which was converted to
Walkabout/Jongleurs in September 2006 The 2 8% reducton in like-for-like sales was significantly impacted by the FIFA Warld Cup which ran for
the last four weeks of the comparative penod Excluding the last four weeks of the reparting perod results in ike-for-hke sales at 1 4% below last
year

Underlying operating profit at £13 6m was 6 2% below last year due partly to the decline in hke-for-like sales of 2 8%, increases in regulatory
costs particularly relating to minimum wage and door secunty, significant increases in utility costs, and losses incurred by the acquired Old Orleans
business

Net Interest charges were £1 3m higher at £5 3m and included a £0 4m credit (2006 £0 9m credit} from the reduction in the far value liability of
swaps that had not qualified for hedge accounting on implementation of IAS 32 These swaps expired shorily afler the penod end and therefore this
benefit now ceases The underlying increase in interest of £0 9m was prmanly attnbutable to the acquisibon of Old Orleans Limited for £27 4m
including costs, n September 2006, which was entirely debt funded

After taking account of interest, underlying profit before tax fell by 21 4% to £8 3m

Exceptionals of £2 2m (2006 £5 6m} were incurred duning the penod These comprised
. costs of £1 2m incurred in connectton with the integration of the acquired Old Oreans business In to the Group’s normal administrative
processes and organisational structure,
. costs of £0 6m incurred in connechon wath a corporate restructunng of the business so that the Greup’s brands and related property
interests are held in separate trading subsidianes consistent with the acquired Old Orleans and Ashas businesses,
« loss on sale of Bar Risa/Jongleurs Manchester of £0 2m, and
« amorhisation of the Old Orleans brand of £0 Zm

The £5 6m of excephional items incurred in 2006 compnsed an impairment provision of £5 0m, aborted corporate consolidation activity of £0 4m,
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and the relocation of the corporate head office £0 2m
The associated tax credit on the exceptional items in the period was £0 5m (2006 £1 0m)

Pre—tax losses from discontinued operations of £2 Om were £0 7m less than last year Trading losses from these venues were £0 1m (2006

£0 3m) and losses on property disposals were £0 2m (2006 £0 4m) The most significant element of the loss relates to adjustments to onerous
lease and impairment provisions of £1 7m (2006 £2 0m) The provision for the current peniod includes £0 9m in respect of a property that reverted
under guarantee as a result of the London & Edinburgh administrative receivership wath the balance of £0 8m primarily relating to properties
previously sub-let but where tenants have failed to fulfil their rental obhgations, and increases as a result of the Government's decision to
discontinue 50% relief for general rates on empty properties

Profit before tax of £4 1m was £1 8m better than last year due to reduced exceptional charges, down £3 4m, and reduced losses from
discontinued operations, down £0 7m

Segmental performance

Durnng the year, Old Orleans Limited and Brandasia Limited were acquired Both of these businesses are food-led operations whereas the Group's
other aperations are hquor and entertainment-led Accordingly, the Group’s results have been segmented between Entertainment Bars and
Restaurants (the acquired businesses) As the Group operates a central administration and bustness support function serving all of its businesses
thts cost has not been allocated to the income generating segments but 1s shown as a separate segment Revenue and operating profit, both before
and after exceptionals, are segmented as follows

Entertainment

52 weeks ended 30 June 2007

Entertainment

52 weeks ended 1 July 2006

Bars Restaurants  Adnumstration Total Bars Restaurants Admimistration Total
£m Em £m Em £m Em £m Em
Revenue 1243 246 - 1489 1276 - - 127 6
Operating profit
excluding exceptionals 201 06 (7 0) 137 209 - (6 3) 14 6
Excephionals (02) (14) (0 6) (22) 50} - (0 6) {5 B}
Operating profit
after exceptionals 199 08) (7 6) 115 159 - 69 990
Key financial measures
Change
2007 2008 %
Underlying earnings per share {p) 75 77 -24
Basic earmings per share {p) 43 15 +1810
EBITDA before exceptional tems (Em} 241 245 20
Operating cash flows (Em) 244 231 +58
Free cash flow (£Em) 93 89 +50
Net debt (Em) (74 9) (57 0) +314
Net bank debt (Em) (68 8) (51 0) +34 9
Net assets (£Em) 688 627 +97
Net interest cover {imes) 42 51
Fixed charge cover (imes) 19 22
Geanng 109% 91%
Average debt financing cost 78% 77%
Taxation rate
- Effective 36 1% 34 8%
- Cash 19 0% 25 9%

Ungeryng earmings per share 15 based on earmings from cantinuing operations before exceptionals
EBITDA 15 eamings before interest tax depreciaton and amortisation from both continuing and discontinued businesses The denvauon of this figure 1s set cut in ncte 36 of the Accounts
Free cash flow 1s denved in the table set out under cash flow Iater in this review
Net debt 1s bank debt plus convertible loan stock less cash and cash equivalents
Net interest cover 1s EBITDA before exceptional items dwded by net interest
Fixed charge cover 1s EBITDA before exceptioral items plus rent ¢osts drded by net interest” ptus rent costs
Geanng is dosing net debt divided by net assats
Average debt finanang cost 1s net interest* divided by the weighted average level of net debt in the year
The gain ansing on the movemnent In fair value of interest rate swaps has been excluded from the net intergst charge
for these caiculations

a8




Earmings per share

Basic earnings per share was significantly better than last year at 4 3p (2006 1 5p) Underlying earnings per share, which Is earnings per share
from continuing operations before exceptionals 1s, n the opmion of the directors, a more representative measure for tracking the Company’s frading
performance from year to year Underlying earmings per share was 7 5p, 2 4% lower than last year

Taxation

Taxation on profits from continuing operations was a credit of £0 6m This credit arose as a result of prior year adjustments to both current tax
liabihties of £0 6m and deferred tax provisions of £0 9m following the finalisation of pnor year computations, and the reduction in the future rate of
corporation tax from 30% to 28% gving rise to a release of deferred tax provision of £1 5m

The effective tax rate on profits from continuing operations was 36 1% (2006 34 8%) The effective tax rate 1s calculated as the tax charge divided
by profit excluding exceptionals from both profit and tax and the effects of any adjustments to the tax charge in respect of prior periods and the
change In future rate of tax As certain accounting charges do not qualify for tax relief, the most significant of which is depreciation relating to
buildings, the effective rate exceeds the UK corporation tax rate of 30% The effective rate has increased slightly as a resuilt of the reduction in
underlying profit whereas charges not quahfying for tax relief are relatively fixed

The cash tax charge for continuing operations of 19 0% (2006 25 9%) 15 significantly lower than the effective rate The cash tax rate for continuing
operations 1s calculated in the same way as for the effective rate but in respect of the current tax charge only 1 e excluding deferred tax This rate 1s
below the prevailing rate of UK corporation tax due to the availability of accelerated capital allowances resulting from the Group’s historic capital
development programme and from the tax wntten down value of assets acquired with Old Orleans Limited In the short term, the Group expects the
cash tax rate to remain significantly below the prevailing rate of corporation tax

Operating cash flow from continuing operations was £25 7m, up £1 8m on last year, but cash flow from discontinued operations dechned by £0 5m
prnimanly due to sub-let rental mcome shortfalls to leave total operating cash flow at £24 4m, an improvement of £1 3m on last year

Net interest paid at £3 9m was £1 5m Jess than last year despite the increased level of debt due in part to the consolidation of facility draw downs
into six month matunities and in part to the comparative penod when bank faciities were refinanced requinng all outstanding draw-downs and the
interest thereon to be pawd up

Tax payments totalled £0 8m compnising £0 2m for the balance due In respect of the previous financial penod and £0 6m as an on-account
payment in respect of the current penod

Capital expenditure amounted to £10 4m but included £1 9m for the purchase of the freehold of a discontinued venue to extinguish an onerous
lease This freehold purchase was completed shortly before the period end and was sold for £0 5m shortly after the end of the reporting period The
loss resulting from this transaction had been fully provided for In previous years The balance of expenditure, £8 5m, relating to the existing estate,
was in line with last year and compares favourably with the annual depreciation charge of £10 5m (2006 E10 3m)

The resultant free cash flow of £9 3m (2006 £8 9m) represented 8 3p per share (2006 7 9p per share)

The freehold of Bar Risa/Jongleurs Manchester was sold for net proceeds of £1 3m This venue had struggled o achieve profits in recent years and
therefore a decision was made to sell the venue

Acquisitions of £28 Om compnised Old Orleans Limited for £27 4m and Brandasia Limited for £0 6m

Current liquidity
At the balance sheet date, the Group had net debt of £74 9m, an increase of £17 9m year-on-year Net debt comprised £73 3m of bank debt, £6 Om
of convertible loan stock and £0 1m of finance leases, less cash at bank and cash equivalents of £4 5m

At the beginning of the reporting peniod, bank funding facilibes of £97m were available to the Group, these were increased by £16m at the time of
the Old Orleans acquisithion and subsequently, In accordance with the termis of the facilities, £3m of the term loan has been repaid Therefore, at the
balance sheet date, £110m of bank funding faciliies were available to the Group in the form of a term loan of £34m, a revolving credit facility of

£73 5m and an overdraft facihity of £2 5m These facilites expire in September 2010 Under the terms of the bank funding facility, interest s payable
at prevailing LIBOR plus a margin that vanes between 0 75% and 1 5% depending on the net debi to EBITDA ratio The convertible loan stock, on
which Interest 1s fixed at 5 6%, 1s redeemable in November 2007

The Group has given guarantees under the revolving ¢redit facility in respect of the convertible loan stock and therefore had available £30m of
undrawn comnutted facilities at the year end

The Group is th compliance with its bank covenants which are measured twice yearly The covenant test measures are all cash based, compnsing
interest cover, fixed cover and net debt to EBITDA

Treasury policy

The Group's treasury policy s to ensure the availability of funds to meet its future requirements and to mimmise exposure to fluctuations in interest
rates The Board monitors and approves treasury policy and approves all interest rate hedging transactions The Group does not engage in
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speculative derwvative transactrons The key financial nsks relate to meeting debt repayments as they fall due and interest rate nsks The Group has
no outlets overseas and I1s not dependent on sugphes from overseas and therefore has no foreign currency exposure

To manage the Group's exposure to increases In interest rates, a significant proportion of borrowings are hedged using interest rate swaps At the
balance sheet date, the Group had in place £62m of interest rate swap agreements, equivalent to 85% of its bank debt £12m of these swap
agreements fixing interest at 7 33%, expired in September 2007, shortly after the end of the reporting penod, and did not gualify for hedge
accounting, a iability of £41k was carned forward in respect of these swaps at the balance sheet date The remaining £50m compnses five swaps
of £10m with matunties between July 2008 and September 2011 at rates varying between 5 15% and 5 25%, these swaps, which do qualfy for
hedge accounting, had a gross asset value of £1 5m at the balance sheet date which amount net of tax has been credited directly to shareholders'
funds

The Group maimntains business and cash flow models that forecast requirements in the short, medium and long term These forecasts are reviewed
regularly by the Board

Calendar
Details of the key calendar dates for the 2007/08 financial year can be found on the inside of the back cover of this Annual Report as well as on our
website www regentinns co uk

John Leshe
Chief Financial Officer
8 October 2007

Cash flow and net debt

2007 2006
£Em £m

Operating cash flows
— Continuing operations 257 239
- Discontinued operations (13) {0 8)
Total 244 231
Net interest paid (39) (54}
Tax pad {0 8) -
Capital expenditure on existing estate (10 4) (88)
Free cash flow 93 89
Expansionary capital expenditure - (10}
Proceeds from disposals of fixed assets 13 02
Acquisttions (28 0) -
New bank faciity arrangement fees - (11)
Issue of shares - 05
Purchase of own shares 02) -
Movement in net debt (17 6) 75
Debt taken on with subsidiary acquisition {0 3) -
Opening net debt {57 0) (64 5)
Closing net debt (74 9) (57 0)
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Excellent people

All staff have attended training sessions ensuring
that our customers are made to feel as
comfortable as possible while they’re with us.

Sarah Miller — Training and Development Manager

The best thing about my role as Training and Development Manager iIs that | get to meet different people
every day and no two days are ever the same | help other people within Regent inns to develop their careers
s0 essentially my customers are all Regent Inns employees

A really important part of my job is to provide a clear and accessible Management Development Programme
to ensure that we develop the best Managers in the industry This year my department has been involved with
many projects from Cocktail Training and Management Development courses through to creating new
matenals and leading training programmes for the re-opening of Old Orleans venues This has given me the
opportunity to work with fantastic people throughout our brands and it has been very gratifying to see how
developing our teams contributes to the growing success of the business
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Board of directors

Bobh Ivell

Executive Chairman

Aged 55, joined the Board in October 2004 Previcusly on the Board of Scotish & Newcastle plc as Chawman of the Retail division, where he was
responsible for the development and growth of brands including Chef & Brewer and Prermier Lodge and the ultimate sale of the business to Spint
Group In 2003 Currently, he 1s Chairman of Next Generation Clubs Limited and Dawid Lloyd Limited and also a non-executive director of Britvic plc

John Leshie BSc FCMA

Chuef Financial Officer

Aged 48, joined the Board in October 2004 Previously Finance Director of Scottish & Newcastle's Retail Division and prior to thathe was Finance
Director of Alled Domecq International Retall and the Taylor Walker Pub Company He has also held a number of senior financial posittons in Forte
plc and has over 20 years' expenence in the leisure and hospitality industry

Russell Scott

Managing Director — Operations

Aged 47, joinad the Board in September 2006 Between 1999 and 2004, he was Managing Director of Scottish & Newcastle Retail's Branded Pubs
division and prior to that was Chief Executive of Capital Radio Restaurants plc Between 1992 and 1997, he was Chief Executive of Harry
Ramsden's PLC and previously held a number of semor positions within Whitbread plc

Simon Kaye

Commercial Director

Aged 48, joined the Company in December 2001 Previously worked for Scottish & Newcastle Retall as Managing Director of its Pub business
{Western Region) and pnor to that as Sales and Customer Services Director He has also held senior sales positions at Courage Appointed to the
Board in February 2005, he 15 also responsible for human resources and environmental issues

Jim Glover BSc

Non-Executive Director

Aged 55, joined the Board in Apnl 2005 He previously held senior positions at Kingfisher plc and Alled Domecq plc and, in 2001, was Chief
Executive of Patientline plc, a leading provider of bedside commumications systems for hospital patients He 1s Pro-Chancellor and Chaiman of
Councll at the University of Birmingham In June 2007, he was appointed Chief Executive Officer of NAAFI He 1s Chairnan of the Remuneration
and Appointments Committee 2nd a member of the Audit Committee and Semior independent Director

John Laune LLB CA FCT

Non-Executive Director

Aged 82, joined the Board in November 2005 having held senior positions at Scothsh & Newcastle plc duning a career of over 30 years with the
Group Latterly, as Group Financial Services Director, his principal responsibilities were for the entire treasury, taxation and risk management
matters within the Group as well as having significant involvement in corporate development and strategy He 1s Chairman of the Audit Committee
and a member of the Remuneraton and Appointments Committee

Tanith Dodge

Non-Executive Director

Aged 46, joined the Board in June 2007 Previously, Tanith has held sentor positions in human resources with InterContinental Hotels Group,
Diageo Plc and Allied Domecq She 1s currently Group Human Resources Director of WH Smith ple She 1s a member of both the Audit Committee
and Remuneration and appointments Commuttee
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Directors’ report

for the 52 weeks ended 30 June 2007
The Directors present ther Annual Report and the audited financial statements for the 52 weeks ended 30 June 2007

Principal activities
The Group carnes on the business of creating and managing licensed bars, restaurants and entertainment venues within the UK

Review of the business duning the year and future prospects

A detalled account of the Group's progress during the year and future prospecis are set out in the Chairman's statement on pages 11 to 14, the
Business review on pages 15 to 20 and the Finance review on pages 27 to 30 The Business review also includes details of the pnncipal nsks and
uncertainties facing the Group

Results and dividends
The results for the year are set out in the Consolidated income statement on page 45

The profit for the finanaal year attnbutable to shareholders amounted to £4,882,000 As explained in the Charrman’s statement, the directors do not
recommend payment of a final dvidend and therefore the retained profit for the penod 15 £4,882,000

Substantial shareholdings
At 26 October 2007, the only notices recewved from shareholders (other than directors) of an interest in 3% or more of the 1ssued share capital of the
Company were

Ordinary shares

of 5p each %
Artemis Invesiment Management 19,022,048 1678
Bestinver Gestion SA 13,654482 1205
Aberforth Partners 11,028,000 973
Legal & General Investment Management 9,292,521 820
M&G Investment Management 5,987595 528
Marley Fund Management 5,899,249 520
UBS Global Asset Management 5,241,917 4 62
Axa Rosenberg 4,365,671 385
Aberdeen Asset Management 3,581,000 314

Directors
The directors of the Company are shown on page 32

Dawvid Turner resigned as a director on 31 July 2006 and Alan Jackson resigned as a director on 30 Sepiember 2006 Russell Scott was appaointed
as a director on 1 September 2006 and Tanith Dodge was appointed as a drector on 26 June 2007

In accordance with the Company's articles of association, one third of the directors are required to retire by rotation at the Annual General Meeting
Accordingly, John Leshe and Simon Kaye will retire and offer themselves for re-election Tanith Dodge will offer herself for re-election as she was

appointed to the Board since last year's Annuat General Meeting and this s the first opportunity for shareholders to approve her appointment

Details of the service contracts or engagement letters and the interests of the directors in the shares of the Company are set out in the Report on
directors’ remuneration

Durning the year, the Group maintained hability msurance for its directors and officers

No direclors had any matenal nterest during the year in any contract of significance to the Group’s business, apart from the acquisition of
Brandasia Limited as detailed in note 33

Creditor payment policy and practice

It 15 the Company’s policy that payments to supphers are made in accordance with those terms and conditions agreed between the Company and
its supplhers, provided that all trading terms and conditions have been camplied with At 30 June 2007, the average penod of credit taken from the
Company's suppliers amounted to 28 days (2006 28 days)

Employee policies
The Group 1s commiited to a policy of recruitment and promotion on the basis of aptitude and ability wathout discimination of any kind

Applications for employment by disabled persons are given full and farr constderation for all vacancies, having regard to therr particular aptitudes
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and abiities Where existing employees become disabled, 1t 1s the Group's pelicy, wherever practicable, to provide continuing employment under
normal terms and conditions and to provide training, career development and promotion wherever appropnate

Employee involvement ‘
During the penod, the policy of providing employees with iInformation about the Group has been continued through regular bnefings, in-house }
magazines and commumecation ferums in which employees have also been encouraged to present their suggestons and views on the Group's ‘
performance Regular meetings are held between managers and employees to allow a free flow of informatien and 1deas All empioyees have the i
opportunity, after a short qualifying penod, to paricipate directly in the success of the busmness through the Company’s Infand Revenue-approved

SAYE share option schemes }

Annual General Meeting

The notice of the Annual General Meeting 15 set out n a separate aircular to shareholders accompanying the Annual Report and Accounts The
notice mcludes items of special business which are explained in the letter from the Chairman in that circutar The items of special business concern
proposals to authonse the Company to make market purchases of its own shares, to amend the articles of assoctation and to adopt a new
Executive Incentive Plan

Going concern

The directors have made enquines into the adequacy of the Group’s financial resources, through a review of the current financial projections, which
includes capital expenditure plans and cash flow forecasts and the funding faciites available Accordingly, the directors have sausfied themselves
that the Group will continue 1n operational existence for the foreseeable fulure and therefore have continued to adopt the going-concern basis in
preparnng the Group’s financial statements

Statement of disclosure of information to auditors
For each of the persons who were directors at the time this report was prepared, the following apphes
. So far as the directors are aware, there 15 no relevant audit infformaton (1 e information needed by the Company’s auditors in connection
with prepanng their report) of which the Company's auditors are unaware
«  The directors have taken all steps that they ought to have taken as directors In order to make themselves aware of any refevant audit
infarmation and to estabhish that the Company’s auditors are aware of that information

Auditors
PricewaterhouseCoopers LLP, have indicated therr wilingness to continue in office and a resclution will be proposed at the 2007 Annual General
Meeting to re-appoint them as auditors until the conclusion of next year's Annual General Meeting

Charitable donations
The Group made chantable donations of £5,000 {2006 £5,000} dunng the year for the purpose of supporting local chanties and charnties supported
by employees No political donations were made

The Group 1s very proud of the substantial efforts made dunng the year by s customers, supphiers and staff to raise funds i ard of vanous
charities

8 Octobex 200
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Report on directors’ remuneration

Introduction

This Report has been prepared in accordance with section 234B and 234C of the Companies Act 1985 (as inserted by the Directors’ Remuneration
Report Regulations 2002) The report alsc meets the relevant requirements of the Listing Rules of the Financial Services Authonty and describes
how the Board has applied the prnciples of the 'Combined Code on Corporate Governance’ relating to directors' remuneration

The Board has delegated to the Remuneration and Appontments Commuttee the requirement for recommendation of policy on remuneration for the
executive directors and semior management The committee's terms of reference are available from the Company Secretary The committee 1S
chaired by Jim Glover and its other members are John Laune and Tanith Dodge (appointed 26 June 2007) Alan Jackson chared the commuitee up
unitl his resignation as a non-executive director on 30 September 2006 All of the current members are independent non-executive directors and no
member has any personal financial interest in the matters being considered

An ordinary resolution to approve this report will be proposed at the Annual General Meeting of the Company as required by Schedule 7A to the
Companies Act 1985

The financtal infermation marked # included within the tables detailing directors” emoluments, pensions and shareholdings has been subject to
audit

Remuneration policy

The objective of the Committee 1s to provide competiive packages for the executives which reflect the Group's performance aganst stated financial
objectives and reward above average performance and which are designed to attract, retain and motivate high cahbre indniduals To achieve this
objective, the Committee takes info account the UK regulatory framework, including best practice in corporate governance, as well as shareholder
views Dunng the year, the Committee was adwvised by New Bridge Street Consultants LLP (‘NBSC’) in respect of execubve remuneration and
Carter Backer Winter on pension arrangements

The Committee believes that a successful remuneration policy needs to retain flexibiity so that it can adapt to any future changes in the Group's
business environment and i1 market practice Following a review of remuneration policy dunng 2007, the Committee is proposing changes 1o long-
term incentive prowvision for the Executive Chamrman and Chief Financiat Officer which are set out below in section 5

Key elements of the policy are

1 Base salary and benefits

Salanes of the executive directors are reviewed annually taking into consideration the performance of the individual, the performance of the
Company, nstitutional guidelines, compettive market practice and internal salary settiement levels for other employees Other taxable benefits
include pnvate healthcare, provision of a company car or company car allowance where appropnate

2 Annual performance-related bonus

The Committee establishes the objectives that must be met for each financial year If a cash bonus 1s tobe paid The Commitiee believes the award
should be aligned to the interests of the Company’s shareholders and performance targets are set annually as part of the budgeting process
Performance 15 reviewed against those targets at the end of the financial year

Summary of executive directeors’ remuneration, benefits and annual performance refaled bonus#

Annual
Compensation performance 52 weeks 52 weeks
on loss related Benefits ended ended
Salary Fees of office bonus s kand 30 June 2007 1 July 2006
£000 £'q00 £ 000 E 000 £'000 £'000 £ 000
Bob Ivell 246 - - - 15 261 243
John Leshe 180 - - - 20 200 186
Simon Kaye 149 - - - 20 169 161
Russell Scott 133 - - - 14 147 -
David Turner 51 - a1 - 5 147 160
Total 759 - 91 — 74 924 750

For 2006/07, the maximum bonus potential for all executive directors was 70% of basic salary with 20% of salary payable for the achievement of
target profit before tax (‘PBT"), increasing on a straight-ine basis up to the maximum of target PBT plus 20% No bonus payments were made to
directors In respect of this period

For 2007/08 a similarly structured scheme with a maximum bonus potential of 70% 1s m place
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Any bonus payments made under the scheme are discretionary and non-pensionable

Executive directors are entitied to accept non-executive appointments ouiside the Company providing that Board approval 15 sought Dunng the
period, the Chairman received £216,000 in respect of non-executive appointments in other companies

3 Pension schemes
The Cornpany operates a defined contnbution pension scheme, based on a percentage of executive drector’s basic pay

Company pension contnbutions#

52 weeks ended 52 weeks ended

20 June 2007 1 July 2006

£'000 £000

John Leshe 27 26
Simon Kaye 22 22
Russell Scott 14 -
Dawid Turner 9 22

4 Service contracts
Each of the executive directors has a service contract with the Company, the penod of notice for which 1s shown below In the event of the
termuination of a contract, compensation for loss of office will be imited to the pertod of notice

Effective date Notige penad
Bab Ivell 26 October 2004 One year
John Leslie 26 October 2004 One year
Simon Kaye 9 February 2005 One year
Russell Scott 1 September 2006 Six months

Remuneration policy for non-executive directors

The non-executive directors do not have service contracts with the Company Jim Glover, John Laune, and Tanith Dodge entered into engagement
letters with the Company in respect of therr appointments as non-executive directors and under which each of their appointments 1s ferminable by
erther party on three months’ notice

Their appointments were made as follows

Date of appointment Date re-elected
Jim Glover 19 April 2005 22 November 2005
John Laune 1 December 2005 24 November 2006
Tamth Dodge 26 June 2007

Alan Jackson resigned as a director on 30 September 2006

Non-executive directors receive a fee plus ther expenses for attending Board and other Company meetings or business The Board (excluding non-
executives) determines the remuneration of the non-executive directors having regard to time commitment and the level of fees pad by similar
comparues

Fees for the Fees for the

52 weeks ended 52 weeks ended

30 June 2007 1 Juty 2006

£'000 £000

Jim Glover 28 27
John Laune 30 18
Taruth Dodge* — -
Alan Jacksont 9 32
Total 67 77
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From date of appointment
t Up to date of resignation

5 Long-term incentive schemes

Execulive incentive plan

During the penod under review, the Group operated the 2002 Restncted Share Scheme (‘RSS') as the sole discretionary long-temm incentive
arrangement Mowever, following a review of executive directors’ remuneration in July 2007 with the help of NBSC, the Committee concluded that it
IS necessary to seek shareholder approval at the December 2007 Annual General Meeting for a one-off lang-term incentive arrangement for Bob
Ivell (Executive Chairman) and John Leshie (Chief Financial Officer) The RSS arrangement (set out below) is thought to remain appropriate for the
other executive directors and serwor executives at the Company

Bob Ivell and John Leslie have been instrumental in the Group's recovery since they joined the Company in November 2004 However, the next
three years are seen as key to the ongoing success of the Group and the Committee 1s keen to incentivise these two individuals to further grow the
value of the Company and execute Is strategic plan over this period Sign-on options that were granted to both indwiduals in November 2004 wall
soon become exercisable, thereby significantly reducing the retentiveness of these individuals’ packages The committee has, therefore, concluded
that it 1s necessary to seek shareholder approval for a one-off long-term incentive arrangement to replace the next three years’ worth of annual
awards granted under the RSS for these two individuals with a single award under a new incentive plan The new incentive plan has been designed
to
« ensure that Bob |vell and John Leslie are sufficiently motivated to further grow the value of the Company and execute the Company's
strategic plan over the next three years,
« improve the Iink between the creation of shareholder value and executive reward for these individuals through clear shareholder value
targets,
« mprove the alignment between these executive directors and shareholders by encouraging them to build and maintam shareholdings in
the Company through a co-investiment style arrangement,
« create a significantly higher lock-in mechanism for those executive directors considered cntical to the future success of the Company over
the next three years, and
+ be no more expensive than the plan which it replaces

A summary of the proposed Executive Incentive Plan (‘'EIP') 1s set out below

Participation in the EIP will be imited to the Executive Chairman and Chief Financiat Officer Participants of the EIP will not recerve annual grants of
awards under the RSS for three years and no further awards will be granted under the EIP after the imbial grant As a condition of participation in the
plan, executive directors must agree to not reduce therr existing shareholdings (50,000 for the Executive Chairman and 65,000 for the Chief
Financial Officer) and also to retain no less than 30% of the value of the sign-on options granted on 2 November 2004 for three years (to the extent
this 1s not adhered to, awards will be scaled back pro rata to the value of the withdrawn equity)

Under the EIP the Company will grant conditional awards of free shares (an ‘Award’) with a face value at grant equal to 300% of salary Awards will
normally vest after three years from the date of grant subject to (1) the achievement of challenging performance conditions, (i1} continued
employment, and (m) the retention of associated shares and sign-on options

The performance condition attached to Awards will be based on a range of stretching absolute share pnice targets For the purpose of assessing
the share price performance of the Company against the target range, the value of any net dividends paid over the perfermance penod will be
added to the Cormpany's final share pnice The share price targets, which will be measured at the end of the three-year performance penod
(averaged over three months), will be 15% of an Award vesting for a share pnice of 150p increasing on a straight-ine basis to 100% of an Award
vesting for & share pnce of 190p

The target range set out above Is based on an assumed share price as at the tme of the Annual General Meeting of 80p The range set for the
Awards may be adjusted proportionately if the share pnce at the time of the Annual General Meeting to approve the EIP 1s higher than 80p (based
on the average share price gver the month pnor to the Annual General Meeting)

The range of share price targets 1s considered by the Committee to be appropniately challenging in ight of the quantum of awards and current share
price levels The entire shding scale represents a challenging level of growth and the top end of the range s felt to represent an extremely
challenging target given that the value of the Company will need to more than double over the three-year vesting period for participants to receive
the maximum award

Further detatls of the EIP are provided in the Notice of Annual General Meetng

Restncted Share Scheme
Under the RSS, individuals may receive an award of conditional free shares (an *Award’) with a value at grant of up to 100% of basic salary, vesting
aiter three years from grant, subject to the achievement of performance conditions and continued employment Two separate performance
condiions each apply to a proporion of an Award
«  The performance condition attached to 50% of an Award to an mdmidual will require average annual earnings per share (‘EPS') growth of
between RPI plus 4% p a to RPI plus 9% p a over the three-year pernod for between 30% and {increasing on a straight-ine basis) 100%
of this part of the Award to vest (1e between 15% and 50% of the total Award)
« The performance condiion attached to the other 50% of an Award to an individuzl will require the Company’s Total Shareholder Return
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{TSR’) measured against the constituents of the FTSE SmallCap at grant to be between median to upper guartle over the three-year
penod for between 30% and (increasing on a straight-ine basis) 100% of thus part of the Award ta vest (1 e between 15% and 50% of the
total Award)

The Committee considers that EPS and TSR are the most appropriate measures of performance for RSS Awards for the following reasons

«  The EPS targets will reward sigruficant and sustained increases in earnings that would be expected to flow through into shareholder value
and will deliver a strong line of sight for recipients of the Awards

« The TSR performance condition provides a balance to the financial performance condition by rewarding relative share price performance
relative to a refevant company performance index and ensures that a share price-based disaphne is retained in the package (in the
absence of options)

« The balance between EPS and TSR performance, at 50 50, 1s the most appropnate structure at this time, given the Company’s objectives
to maximise profitability and shareholder returns The Committee regularly reviews the current mix between TSR and EPS to ensure that
It remains appropriate

All-empioyee arrangements

The Company may also grant share options under its Save As You Earn Scheme to which eligible UK employees may participate Options granted
under this scheme are not subject to a performance condition but require a savings contract to be entered into for three or five years Options are
granted at a discount of 20% on the prevaiing market prce at the time of grant with a current maximum bmit on savings of £250 per month

Interests in share options and RSS awards#
Options to directors to subscnbe for shares at the beginning of the penod and at the end of the penod were

Net value

of share

Exercise options/

pnce Date of Date first Date of awards

DCirector Scheme (p) grant exercisable expiry 1 July 2006 Granted Lapsed 30 June 2007 £000
Bob Ivell 1995 Unapproved 430 02 11 044 021107 011114 1,050,000 - - 1,050,000 289
Bob Ivell Restricted Scheme Nl 20030636 200309 190316 75,000 - - 75,000 53
Bob Ivell Restricted Scheme NIl 1903 073b 190310 18 0317 - 155,150 - 155,150 109
Bob Ivell SAYE 803 011205 010109 0106 09 11,643 - - 11,643 -
John Lesle 1995 Unapproved 430 0211044 021107 011114 780,233 - - 780,233 215
John Lesle 1896 Approved 430 0211044 021107 011114 69,767 - - 69,767 19
John Leske Restricted Scheme NIl 20 03 063b 200309 190316 75,000 - - 75,000 53
John Leshe Restricted Scheme NIl 1903 073b 190310 180317 - 169,014 - 189,014 119
John Leshe SAYE 803 0112405 0101 11 01 06 11 20,049 - - 20,049 -
Simon Kaye 1996 Approved 162 4 13 02 021 13 02 05 120212 18,472 - - 18,472 -
Simon Kaye 1995 Unapproved 162 4 13 02 021 130205 120212 54,188 - - 54,188 -
Simon Kaye 1985 Unapproved 677 12 02032 12 02 06 110213 184,091 - - 184,091 5
Simon Kaye 1995 Unapproved 70 2 12 02 042 12 02 07 1102 14 183,333 - - 183,333 1
Simon Kaye 19895 Unapproved 92 8 17 02 052 17 0208 1602 15 139,935 - - 139,935 -
Simon Kaye  Restnicted Scheme Nil 19 08 033a 1909 06 180913 58,402 - 58,402 - -
Simon Kaye  Restricted Scheme NIl 2003083k 200309 1303 16 75,000 - - 75,000 53
Simon Kaye  Restricted Scheme NIl 1903 073b 190310 18 03 17 - 140,845 - 140,845 99
Simon Kaye SAYE 3568 14 12 04 14 01 08 130708 26,555 - - 26,555 9
Russell Scott  Restncted Scheme NIl 0310063h 031009 021016 - 217,391 - 217,391 153
Russell Scott SAYE 8867 010507 010512 011112 - 18,473 - 18,473 -
Dawvid Turner 1996 Approved 1251 2009 001 200903 1909 10 23,981 - 23,981 - -
David Turner 1995 Unapproved 1251 2009 001 200903 190910 31,974 - 31,974 - -
David Turner 1995 Unapproved 144 4 1909011 1905 04 1809 11 48,476 - 48,476 - -
Dawvid Turner 1995 Unapproved 132 2 13 09 021 130905 120912 101,929 - 101,929 - -
Dawvid Turner 1995 Unapproved 43 0 02 11 042 021107 011114 186,046 - 186,046 - -
David Turner  Restncted Scheme Nil 06 12 023a 06 12 05 051212 55,380 - 55,380 - -
David Tumer Restncted Scheme N 1909 033a 19 08 06 180613 49,485 - 49,485 - -
David Turner  Restncted Scheme NIl 2003063b 200309 1903 18 75,000 - 75,000 - -
David Turner SAYE 3568 141204 14 0108 130708 10,622 - 10,622 - -

Summary of performance cntena

1 Minmum growih in earmungs pers share of RPI + 4% each year pa over a lhree year penod up 1o year 10

2 Mimmum growth in earrungs per share of RPI + 4% each year pa over a three year penod up (o year 5

3a EPS growth of Detween RPI plus 5% p a to RPIplus 10% p a over the three-year penod fram grant for between 50% and (increasing on a straight-kne basis) 100% of an Award to vest

3b 50% of an Award requires EPS growth of between RPI plus 4% {o RPI plus 3% p a over the three-year penod from grant for between 30% and (increasing on a straight-ine basis) 100% of this
part of the award 1o vest {| @ between 15% and 50% of the total award) 50% of an Award requires the Corrpany s Total Shareholder Retum { TSR ) measured against the consttuents of the
FTSE SmallCap at grant to be between median to upper quarlle over the three-year penod from grant for between 30% and (increasing on a straight-hne basis) 100% of this part of the award
to vest { @ between 15% and 50% of 1he total award)} The share pnce on 1§ March 2007 was 107p

4 As part of the recruitment package for the Executive Chairman and Chief Financial Officer Bob tvell and John Leske were granted oplions 1o subscnbe for ordinary shares in the Company
under the Company’s 1986 Approved and 1995 Unapproved Execulive Share Option Schemes at an exercse pnce of 43p per share Exercise of such oplions 1s conditisnal upon thresholds
being achieved lor TSR gver the three year pencd ending with the Company s financial year ending on or around 5 Juty 2007 {or earlier on a change of control of the Company)
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For Bob Ivell who was granted 1 050 000 Unapproved options 800 000 opuons will vest if TSR of 16p per share 1s achueved and for every 5p achreved above 16p a further 25 000 opuons will

vesl (up to the maomum 1 050 000 options in aggregate) For John Leshe who was granted 89 767 Approved optons and 780 233 Unapproved oplions all 69 767 Approved options and

580 233 Unapproved options will vest if TSR of 18p per share is achieved and for every Sp achieved above 16p 20 000 Unapproved aptans will vest (up to the maximum 780 233 Unapproved

oplions In aggregate}

On the basis that the actual exercise pnce of the share oplions exceeded 35p per share Bob Ivell and John Leshe are both enttled lo receve a cash payment of £61 000 each [being £8 000

per 1p increase n such exerase price over 35p up 10 40p and £7 000 per 1p Increase in such exercise pce over 40p up to 45p) Such payment s payable by the Company on 26 Ociober 2007

(provided thal the indivmdual 15 sull employed by the Company on such date) or of earlier on a takegver of the Company
The recruitment awards delaled above were one-off recrutiment awards considered essental io attract these key indimduals to the Company

The nat value of the share options has been computed as the market value of the shares under oplion as at 1 October 2007 wiuch was 70 5p less the cost lo purchase those shares at the

relevant exerose pnce

Dunng the year, no oplions were exercised Since the year end, no options have lapsed
The Company’s share price was 83 75p on 1 July 2006 and 83 5p on 30 June 2007
The lowest pnce for the penod was 72 5p on 21 September 2006 and the highest pnce was 118p on 26 Apnl 2007

Directors’ tnterests in shares

The interests of the directors who served durning the penod ended 30 June 2007, all of which are beneficial were as follows

30 Jurnte 2007
No of shares

1 July 2006
No of shares

Bob Ivell
John Leslie
Simon Kaye
Jim Glover
John Laune
Russell Scott
Tanith Dodge

50,000
65,000
13,193

5,000
25,000

50,000
50,000
13,193

5,000
25,000

No director had an interest in the shares of any of the Company’s subsidianes

Performance graph

The graph below shows a comparnson of the Company's lotal shareholder return {‘TSR') against the TSR for the companies comprised in the FTSE

Travel and Leisure Index (of which the Company 1s a constituent) for the last five years
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By order of the Board
Jim Glover

Chawrman of the Remuneration and Appointments Commuttee
8 October 2007
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Report on corporate governance

Application of principles

The Company regards compliance with the pnnciples of good corporate governance to be important The statement below describes how these
principtes are applied to the Company and how, In the Company's wiew, it has complied throughout the year with the provisions set out in Section 1
of the Combined Code on Corporate Govemance (July 2003 edition) pubhshed by the Financial Reportng Council {the ‘Combined Code’) except
where siated below

Board of directors

The Board considers that it has shown its commitment to leading and controling the Group by meeting regularly, nomally monthly, and when
necessary for any matters which may anse between its regular meetings to fulfil the ongoing requirements of the business Each year the Board
reviews Its own performance and arranges suitable training where appropriate At the pencd end, the Board consisted of four executive and three
non-executive directors Jim Glover was appointed Senior Non-Executive Director, following Alan Jackson's resignation from the Board

In 2004, the decision was made after consultation with major instilutional shareholders, that given the small size of the Group and its financial
position, combining the roles of Charrman and Chief Executive was in the Company’s best interests The Board 1s satisfied that this arrangement,
whilst not stnctly in compliance wath the Combined Code, continues to be in the best interests of both the Company and its shareholders

The Board considers that Jun Glover, John Laune and Tanith Dedge are all independent non-executive directors

The Board has established a formal schedule of matters specifically reserved to it for decision and delegates certain powers to the Board
committees and executive directors The schedule of reserved matters inciudes acquisitions and disposals, approval of trading and capital budgets,
Group borrowing facilihes and financing structure, the momtoring of operational performance and the appointment of professional advisors

The Board has a formal and transparent process in place for the appointment of new directors and every director 1s provided with opportunities for
training to enable them to carry out thewr duties effectively

All directors have access to the advice of the Company Secretary who is responsible to the Board for ensunng that procedures are followed In
addition, there Is an agreed procedure for seeking independent professional advice at the Group’s expense

As part of the corporate governance process, the Board regularly reviews other key functons waith senior management

Supply of information

Information 1s supphed to the Board in a timely fashion pnor o the monthly Board meetings to enable the directors to consider the 1ssues for
discussion and the minutes are circulated to all Board members The amount and content of the information provided to the Board 1s regularly
reviewed so as to ensure that the needs of the business are met fully

Dialogue with shareholders
The directors encourage and seek to build up a mutual understanding of objectives between the Company and all its shareholders

As part of this process, the Executive Chawman and Chief Financial Officer maintain contact with mstitutional shareholders through reguiar
meetings and twice yearly presentations following the full year and intenm results announcement and subsequent feedback from the Company’s
stockbrokers Additonally, all Board members are kept aware of changes in major shareholders i the Company and are available to meet with
shareholders who have specific interests or concerns

Shareholders are able to access useful information on the Group’s website at www regentinns co uk

Annual General Meetings

The directors also encourage communication with private shareholders and welcome their participation at the Annual General Meeting At this
meeting, the Board present a clear and balanced assessment of the Group's position and prospects The level of proxy votes iodged and the
balance for and against each resolution Is reported to shareholders after each resolutton 1s voted upon and will be published on the Company's
website

Internal control

The Board has established the ongoing procedures it considers necessary to identfy, evaluate and manage nsk These procedures include regular
discussion on the nsks associated with each part of the Group's activities and the plans to minimise these nsks These procedures have been in
place throughout the year under review and up to the date of approval of the Annual Report and Accounts The directors consider the results of nsk
assessment and monitor the effecthveness of controls over identified nsks and they consider that Turbull guidance has been followed dunng the
year

The key features of the Group's internal control system are set out below
Management structure

The Group’s control environment 15 the respensibility of the directors and individual managers at all levels The Board has satisfied itself the Group
has a clear organisation structure wath clearly defined and understood responsibilites and hines of accountability
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Information systems and financial reporting

The Group prepares delaited budgets for each trading venue annually together with working capital and cash flow budgets for the Group These are
based on the Group's strategy and are formally approved by the Board Detaited accounts are prepared monthly, compared to budget and
significant vanances investigated and reported on Forecasts for the Group are updaled guarterly and on an ad-hoc basis if necessary

Expenditure controf

Both capital and operational expenditure have a systematic control structure largely centred on the budgetary process together with defined
delegation of authontes The Board itself reviews expenditure above pre-set levels Reviews of major capital investments are undertaken at regular
intervals followng completion to report against the target return and to confirm that expendsture controls were diigently apphed

Risk management and internal audit
A comprehensive review of significant business nsks is carned out twice a year, buillding on similar exercises undertaken previously Risks are
prontised and agreed programmes of nsk elimination or minimisation are regularly reviewed as 1s the nsk profile itself

The Board has established an internal audit function to deliver an effective and efficient nsk control system, to provide assurances and guidance on
minimising risk exposure, and to ensure that all regulatory, statutory and internal policy operating requirements are met The internal audit team
thereby assists operations in achieving sales and profit plans in a safe and secure environment for employees and customers alke

Effectiveness

The Board monitors the effectiveness of the Group’s performance n its monthly review meetings The effectiveness of internal controls are regularly
reviewed by the Audit Committee The Remuneration and Appaintments Committee assesses the performance of the Board and its directors by
means of self apprassal and collective Board decisions During the year, the non-executive directors met independently and provide feedback to the
Chairman following that meeting

The Board also reviews its own processes and effectiveness once a year

The Board acknowledges that it1s responsible for the Group's systems and effectiveness of internal control and believes that it has complied with
the Tumbull Guidance dunng the penod The Group’s control systems are designed to manage rather than fully eliminate nsk and therefore the
Board can only provide reasonable and not absolute assurance against matenal loss or misstatement

Statement of directors’ responsibilities in respect of the Annual Report, the Report on directors’ remuneration, and the financial
statements

The directors are responsible for preparing the Annual Report, the Report on directors’ rermuneration, and the financial statements in accordance
with applicable law and International Financial Reporting Standards (IFRS) as adopted by the European Umon

The directors are responsible for prepanng financial statements for each financial year which give a true and fair view, 1n accordance with IFRS as
adopled by the European Union, of the state of affairs of the Company and the Group and of the profit or loss of the Group for that peried In
preparing those financial statements, the Directors are required to

« select sutable accounting policies and then apply thern consistently,

« make Judgements and estimates that are reasonable and prudent,

« state whether the financial statements comply with IFRS as adopted by the European Umion, and

. prepare the financial statements on the going concermn basis unless it 1s inappropnate te presume that the Group will continue in business

The directors confirm that they have complied with the above requirements in prepanng the financial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to enable them to ensure that the financial statements and the Report on directors’ remuneration comply with the
Companies Act 1985 and Article 4 of the 1AS Regulation They are also responsible for safeguarding the assets of the Company and the Group and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

The directors are responsible for the maintenance and integnty of the corporate and financial information included on the Group's website
Legisiation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislaton in other
Junisdichions

Board committees
in accordance with the Combined Code and corporate governance best pracuce, the Board has established two committees Both of these
committees have wntten termns of reference approved by the Board which are available from the Company Secretary

Audit Committee

The Audit Committee compnses three non-executive directors chaired by John Laune The Chief Financial Officer normally attends the meetings by
inwitation, and the Chairman attends if requested to do so by the committee The Group's external auditors attend the meetings at which the
committee considers the Group's intenm and annual results pnor to therr submission to the Board and have direct access to the Audit Committee
and its charman at all tmes
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The main duties of the committee are as follows

{1} Monitoring the integnty of and reviewing the financial statements

[{{}] The appaintment of and the review of the effectiveness and independence of the external auditors

{i} Approval of the scope of the Group’s nsk management programme and review of the nsk management process
{(v) Reviewing the operation and effectiveness of the interal audit function

{v) Overseeing the establishment and maintenance of good business practices throughout the Group

{v) Reviewing the Group's whistleblowing arrangements

Auditor independence

The Group uses 1ts external auditors, PricewaterhouseCoopers LLP, for addihonal tasks such as corporate tax advice and acquisiion due diligence
Given the small size of the non-audit fees paid by the Group n relation to the total fee income of PricewaterhouseCoopers LLP, the Audit
Committee 15 of the opinion that the auditors’ ndependence 1s not undermined and the benefits in terms of cost that result from the auditors’
knowledge of the Group’s business are significant

Dunng the penod under review, the Audit Committee met on three occasions in order to review a wide range of financial matiers before making
appropnate recommendations to the Board These include the intenm and annual results, financial statements, trading statements and other
regulatory information pnor to general publication The Committee also receives regular reports from Internal Audit and reviews the structure and
performance of the intemal audit team

Remuneration and Appointments Committee

The Committee compnses the three non-execulive directors chaired by Jim Glover The Report on director's remuneration, which has been
prepared in accordance with the requirements of the Directors” Remuneration Report Regulations 2002 and approved by the Board, is set out on
pages 35 to 42

The Committee momnitors and reviews the membershtp of and succession to the Board It makes recommendations to the Board on the recruitment
of potential executive and non-executive directors The Committee engages both executive search consultants, as in the appointment of Taruth
Dodge, and open adverising methods in this regard  As part of the process, the Committee interviews a shortlist of candidates independently of the
executive directors

Board attendance chart

Audit Remuneratian
Board Cammittee Commuttee
Number of meebings in the year 19 3 3
Baob Ivell 18 3" 3
John Leslie 19 3* 1
Simon Kaye 18 - -
Russell Scott 12 - -
Jim Glover 16 3 3
John Laune 15 ) 3
Tanith Dodge 1 - -
Dawid Turner 2 -
Alan Jackson 4 1 ]

Not commitiee members bul invited to aitend all or part of meetings indicated
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Independent auditors’ report to the members of
Regent Inns plc

We have audited the Group and Company financial statements (the ‘financial statements’) of Regent Inns plc for the 52 week penod ended 30 June
2007 which compnse the Consolidated income statement, the Consolidated and Company balance sheets, the Consotidated and Company cash
flow statements, the Group and Company Statements of changes in equity and the ralated notes These financial statements have been prepared
under the accounting policies set out therein We have also audited the information in the Report on directors' remuneration that s described as
having been audited

Respective responsibilittes of directors and auditors

The directors’ respansibilibies for prepanng the Annual Report, the Report on directors’ remuneration and the financial statements in accordance
with applicable law and Internationzl Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of
directors' responsibilities

Our responsibility 15 to audit the financial statements and the part of the Report on directors’ remuneration to be audited in accordance with relevant
legal and regulatory requirements and Intematronal Standards on Auditing (UK and Ireland) This report, inciuding the opinion, has been prepared
for and only for the Company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose We do
not, In giving this optnion, accept or assume respansibiity for any other purpose or to any other person to whom this report 1s shown or into whose
hands it may come save where expressly agreed by our prior consent in wnting

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial etatements and the par of
the Report on directors’ remuneration to be audited have been properly prepared in accordance with the Companies Act 1985 and, as regards the
Group financtal statements, Article 4 of the 1AS Regulation We also report to you whether in our opinion the information given in the Directors’
report s conststent with the financal statements The information given in the Directors' report includes that specific nformation presented in the
Chairman's statement, Business review and Finance review that is cross referred from the Business review section of the Directors’ report

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the mformation and
explanations we require for our audit, or f Information specified by law regarding directors' remuneration and other transactions 1s not disclosed

We review whether the Report on corporate governance reflects the Company's compliance with the nine provisions of the Combined Code (2003)
specified for our review by the Listing Rules of the Financial Services Authonty and we report if it does not We are not required to consider
whether the Board's statements on intermal control cover all nsks and controls, or form an opimion on the effectiveness of the Group’s corporate
governance procedures or its nsk and control procedures

We read other information contamed i the Annual Report and cansider whether it 1s consistent with the audited financial statements The other
information comprnses only the Directors’ report, the unaudited part of the Report on diractors’ remuneration, the Chaiman's statement, the Finance
review, Report on corporate social respensibility and the Report on corporate governance We consider the implications for our report if we become
aware of any apparent misstatements or matenal inconsistencies with the financial statements Our responsibilites do not extend to any other
information

Basis of audit opinion

We conducted our audi in accordance with Intemational Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board An audi
includes examination, on a test basts, of evidence relevant to the amounts and disclosures it the finanoat statements and the part of the Report on
directors’ remuneration to be audited It also includes an assessment of the significant estimates and judgements made by the Directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the Group's and Cormpany's circumstances,
consistently applied and adequately disclosed

We planned and performed our audit 0 as to obtain all the infermation and explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements and the part of the Report on directors' remuneration to be audited
are free from matenal nisstatement, whether caused by fraud or other rrregularity or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements and the part of the Report on directors’ remuneration to be audited
Opinion
In our oprion
» The Group finanaal statements give a true and farr view, in accordance with IFRSs as adopted by the European Umion, of the state of the
Group's affairs as at 30 June 2007 and of its profit and cash flows for the 52 week penod then ended
. The Company financtal statements give a true and fair view, in accordance with IFRSs as adopted by the European Union as apphed in
accordance with the provisions of the Companies Act 1985, of the state of the Company’s affairs as at 30 June 2007 and cash flows for
the 52 week pencd then ended
«  The financial statements and the part of the Report on directors’ remuneration to be audited have been properly prepared in accordance
with the Companies Act 1985 and, as regards the Group financial stalements, Article 4 of the I1AS Regulation
. he information given in the Directors' report 1s consistent wath the financial statements
NCL et Manse CODP-Q/S
PricewaterhouseCoopers LLP
Chartered Acceountants and Registered Auditors
London 8 October 2007




Consolidated income statement

for the 52 weeks ended 30 June 2007

52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended
30 June 2007 30 June 2007 30 June 2007 1 July 2006
Continuing Acquisitions Total Total
Note £'000 £'000 £'000 £000
Continuing operations
Revenue 2 124,275 24,652 148,927 127,641
Cost of sales (28,170) (6,623} (34,793} (28,662)
Gross profit 96,105 18,029 114,134 98,979
Operating costs (83,775) (18,873) {102,648) (90,028)
Operating profit 5 12,330 (844) 11,486 8,951
Analysed as
Operating profit before exceptional items and brand amortisation 13,091 560 13,651 14,553
Loss on sale of property, plant and equipment (206) - (206) (28)
Exceptional items 3 (555) {1,175) (1,730} (5,574)
Brand amortisation 3 - {229) (229) -
Interest payable and similar charges 4 (5,859) - {5,859) (5.030)
Interest receivable 4 521 - 521 1,056
Profit before taxation 6,992 (844) 6,148 4,977
Taxation 7 644 - 644 (887}
Profit from continuing operations 7,636 {844) 6,792 4,090
Discontinued operations
Loss on trading activiies 8 {51) {205}
tmpairment provision 8 {1,368} -
Provision for onerous leases 8 {249) {1,779)
Loss on sale of property, plant and equipment 8 (242) (367)
Loss from discontinued operations 8 (1,910) (2,351)
Profit for the period attributable to shareholders 4,882 1,739
Earmings per share
—basic 10 4 3p 15p
— diluted 10 42p 15p
Earrmings per share from continuing operations
— basic 10 6 0p 36p
— diluted 10 59p 36p
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Statement of changes in equity

for the 52 weeks ended 30 June 2007

Group
Capuital Convertible

Share Share reserve bond Equity Retained

capital prermium own shares reserve reserve earmings Total

£000 £000 £'000 £000 £'000 £000 £000
At 3 July 2005 5,625 50,080 (322) 60 308 4,363 60,114
Ordinary shares 1ssued 39 506 - - - - 545
Profit for the period — - - - - 1,739 1,739
Share-based payments - - - - 300 - 300
At 1 July 2008 5,664 50,586 (322) 60 608 6,102 62,698
Ordinary shares 1ssued 2 32 - - - - 34
Profit for the pencd - - - - - 4,882 4,882
Gains ansing on interest rate hedges net

of deferred tax - - - - - 1,044 1,044
Own shares acquired - - (187 - - - (187)
Share-based payments - - - - 294 - 294
At 30 June 2007 5,666 50,618 {509) 60 902 12,028 68,765
Company
Capitat Convertible

Share Share reserve bond Equity Retained

capital premium own shares resarve reserve earnings Total

£000 £000 £000 £ 000 £ 000 £000 £000
At 3 July 2005 5,625 50,080 {322) 60 308 1,632 57,383
Ordinary shares 1ssued 39 506 - - - - 545
Profit for the period - - - - - 2,323 2,323
Share-based payments — - - - 300 - 300
Al 1 July 2006 5,664 50,586 (322) 60 608 3,855 60,551
Ordinary shares 1ssued 2 32 - - - - 34
Profit for the penod - - - - - 50,140 50,140
Gains ansing on interest rate hedges net

of deferred tax - - - - - 1,044 1,044

Own shares acquired - - (187) - - - (187)
Share-based payments - - - - 294 - 294
At 30 June 2007 5,666 50,618 (509) 60 902 55,139 111,876
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Consolidated balance sheet

at 30 June 2607

30 June 2007 1 July 2006
Note £'000 £000
Assets
Non-current assets
Intangible assets 11 24,643 6,776
Property, plant and equipment 13 154,823 143,880
Denvative finanaal instruments 24 1,450 -
Other non-current assets 15 2,361 2,504
183,277 153,260
Current assets
Inventones 16 1,972 1,838
Trade and other receivables 17 8,246 6,870
Cash and cash equivalents 18 4,463 -
Assets held for sale 19 721 210
15,402 8,919
Current habihties
Financial liabilities
Borrowings 20 {2,787) {2,735)
Denvative finanaal instruments 24 {41) (95)
Unsecured convertible loan notes 24 {5,940) -
Finance leases 20 {36) -
Trade and other payables 21 (22,571) (15.614)
Current tax llabilihes 22 (874) (1,347)
Provisions 25 {1,200) {800)
{33,449) (20,591}
Net current habilities {18,047} (11,672)
Total assets less current habilities 165,230 141,588
Non-current habihties
Financial labidities
Borrowings 23 (69,858) (47,402)
Interest rate swaps 24 - (347)
Unsecured convertible 1oan notes 24 - (5,940)
Finance leases 23 {66) -
Deferred tax liabiibes 25 (21,125) (19,026)
QOther non-current habilities 26 {1,991) (2,095)
Provisions 25 {3,425) (4,080)
(96,465) (78,890)
Net assets 68,765 62,698
Capital and reserves
Called up share capital 27 5,666 5,664
Share prermium account 50,618 50,586
Capital reserve — own shares {509) (322)
Convertible bond reserve 60 60
Equity reserve a02 608
Retained earnings 12,028 6,102
Total equity 68,765 62,698

The financial statements on pages 45 to 78 were approved by the Board of Directors on 8 October 2007 and were signed on its behalf by

}MJ

John Leslie
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Company balance sheet

at 30 June 2007

30 June 2007 1 July 2006
Nate £'000 £000
Assets
Non-current assets
Property, plant and equipment 13 9,123 143,980
Investments 14 43,662 15,665
Denvative finanaal instruments 24 1,450 -
Other non-current assets 15 - 2,504
54,235 162,149
Current assets
Inventones 16 70 1,839
Trade and other receivables 17 2,860 6,870
Amounis owed by subsidiary undertakings 158,535 583
Cash and cash equivalents 18 4,385 -
Assets held for sale 19 210 210
166,060 9,502
Current habilities
Finangial habiliies
Borrowings 20 (2,725) {2,735)
Denvative financial instruments 24 {41) (95}
Unsecured converhble loan notes 24 {5,940} -
Trade and other payables 21 {10,326) (15,619)
Amounts owed to subsidiary undertakings {13,654) {11,371)
Current tax habiibes 22 {1,128) (1 559)
Provisions 25 {964) {800)
{34,778) (32,179)
Net current assets/{liabilities) 131,282 (22,677)
Total assets less current habilities 185,517 139,472
Non-current habilities
Financial liabilites
Borrowings 23 {69,670) (47,402)
Derivative financial instruments 24 - (347)
Unsecured convertibte loan notes 24 - (5,940)
Deferred tax labilihes 25 (951) (19,057)
Other non-current hiabilites 26 - {2,095)
Provisions 25 (3,020) {4,080)
{73,641) {78,921)
Net assets 111,876 60,551
Capital and reserves
Called up share capital 27 5,666 5,664
Share premium account 50,618 50,586
Capital reserve — own shares (509) (322)
Convertible bond reserve 60 60
Equity reserve 902 608
Retained earnings 29 55,139 3,955
Total equity 111,876 60,551

The financial statements on pages 45 to 78 were approved by the Board of Directors on 8 Ogtober 2007 and were signed on its behalf by

John Leshe

~

Chachn
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Consolidated and Company cash flow statement

for the 52 weeks ended 30 June 2007

Group Company
52 weeks 52 weeks 52 waeks 52 weeks
ended ended ended ended
30 June 2007 1 July 2006 30 June 2007 1 July 2006
Note £000 £ 000 £°000 £000
Cash flows from operating activities
Cash generated from operations 30 24,439 23,100 24,813 23,100
Interest received 120 206 120 206
Interest paid (3,990) (5,610} (3,974) {5,610)
Tax pad (770} - (770) -
Net cash from operating activities 19,799 17,696 20,189 17,696
Cash flows from investing activities
Proceeds from sale of property, plant and equipment 1,317 208 176,317
208
Purchase of property, plant and equipment (10,461} {9,817) (10,461) (9.817)
Acquisition of subsidiaries (27,997) - (27,997) -
Net cash used In Investing activities (37,141) (9,609) 137,859 (9,609)
Cash flows from financing activities
Net proceeds from issue of ordinary share capital 34 545 34 545
Net proceeds from issue of new bank loans 208,217 51,000 208,217 51,000
Repayment of borrowings (186,217) (63,1986) (186,217) (63,196)
Loans to subsidiary undertakings - - (181,717) -
Loans repaid by subsidiary undertakings - - 6,217 -
Finance lease principal payments (32) - - -
New bank facility fees - (1,100} - {1,100)
Purchase of own shares (187) - (187} -
Net cash used in financing activities 21,815 {12,751} (153,653) {12,751}
Net increase/(decrease) in cash and cash equivalents 4,473 (4,664) 4,395 (4,664)
Cash and cash equivalents at 1 July 2006 and 2 July 2005 (10) 4,654 {10) 4,654
Cash and cash equivalents at 30 June 2007 and 1 July 2006 4,463 (10) 4,385 (10)
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Notes

for the 52 weeks ended 30 June 2007

1 Accounting policies

Statement of compliance with IFRSs

The Company and Group financial statements of Regent Inns plc for the 52 weeks ended 30 June 2007 were authonsed for issue by the Board of
Directors on 8 October 2007 and the balance sheet was signed on the Board’s behalf by John Leslie Regent Inns plc 1s a public imited company
incorporated and domiciled in England and Wales The Company’s ordinary shares are traded on the London Stock Exchange

The Group's financial statements have been prepared in accordance with the EU endorsed International Financial Reporting Standards {(IFRSs),
IFRIC Interpretations as adopted by the European Union and as applied in accordance with the provisions of the Cornpanies Act 1985 The
principal accounting policies adopted by the Group are set out below

The financial statements are presented in sterling and all values are rounded to the nearest thousand pounds (£'000) except where otherwise
indicated

Basis of preparation
The finangial statements have been prepared under the historical cost convention except for denvative financial instruments and available-for-sale
financial assets, which are stated at fair vaiue

Basis of consolidation
The consolidated financial statements incorporate the results of the Company and entites controlled by the Group Control 1s achieved where the
Group has the power to govern the financial and operating policies of an investee enlity so as to obtain benefits from its achwities

On acquistion of a subsidiary, the assets, habilities and contingent habilihes of a subsidiary are measured at thesr fair value at that date Any excess
of the cost of acquisition over the identifiable net assets acquired is recognised as goodwll Any deficiency of the cost of acquisiton below the fair
values of the identifiable net assets acquired (1 e discount on acquisition) s credited to the iIncome statement in the penod of acquisition

The results of subsidianes acquired or disposed of dunng the reporting penod are included in the consolidated income statement from or to
respectively the date that control passed

Allintra-group transactions, balances, income and expenses are elminated on consohidation

Revenue recognitron
Revenue I1s measured at the farr value of the consideration received or recevable and represents amounts recaoverable by the Group for goods and
services provided in the normal course of business, net of discounts, VAT and other sales related taxes

+ Sale of goods and services sales are recognised when goods or services are provided and title has passed Monies recewed from
advance ticket sales for shows are held as deferred income and released to the iIncome statement on the date that the show takes place

+ Rental income income from sub-letting properties, including those pending landlord's approval to assign the lease, 1s recognised on an
accruals basis In accordance with the substance of the lease

+ Interest income Inlerest income I1s accrued on a tme basis, by reference to the principal cutstanding and the effechive interest rate
applicable

Employee benefils

Retirerment benefit costs

The Group operates defined contnbution pension schemes Payments made to these schemes are charged as an expense as they fall due The
assels of the schemes are held separately from those of the Group in independently administered funds The Group has no defined benefit or other
retirement benefit schemes

Share-based compensation

Equity settled share-based payments are measured at fair value at the date of grant using optton pncing models For share option grants wath
market related performance conditons, fair value has been calculated using a stochastic model For all other share option grants, farr value has
been calculated using a Black-Scholes model The farr value so determined 1s charged as employee costs to the income statement on a straight-
hne basis over the vesting penod Thus charge is adjusted to take into account changes in the number of equity instruments expected to vestdue to
changes n the expected attainment of any non-market performance related condiions and in the number of employees remaining in service dunng
the vesting period No changes to the charge are made in accounting periods following the end of the performance penod when the expected or
actual level of awards vesting differs from the onginal estmate due to non-attainment of market conditions or options lapsing as employees leave
the business

A Lability for cash-settled share-based payments 1s recognised at each balance sheet date equal to the farr value of the goods or services received

Discontinued operations
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Discontinued operations represent cash generating units that have ether been disposed of or are classified as held-for-sale, and represent a
separate major element of business

On changes to the composition of the units compnsing discontinued operations, the comparative disdlosures are restated to reflect consistent
presentation across all penods presented

Intangible assets

Goodwill

Goodwill represents the excess of the cost of acquisition over the fair value of the Group's share of the net identfiable assets and habihties of an
acquired business at the date of acquisiton Goodwill 1s recognised as an asset and i1s reviewed for impairment annually by comparnng the value in
use of the relevant cash generating venues with the carrying value of these assets including goodwill Any impawrment of goodwill 1S recognised
immediately in the iIncome statement and 1s not subsequently reversed

On the disposal of a subsidiary or cash-generating unit, any attnbutable goodwill is included in the determination of the profit or loss on disposal

Brands
Brands represents the fair value of a brand to the Group on the acquisiton of an acquired business The fair value 1s determined by benchmarking
the acquired business against similar businesses within the sector

Brand values are amorhsed over 20 years

Franchises
Franchises represents the amounts payable under agreements {0 acquire franchise nghts Such amounts are amortised in accordance with the
contractual penod of the franchise agreement

Property, plant and equipment
Property, plant and equipment are stated at cost less any provision for depreciation or impairment

«  Cost of acquisition includes all attnbutable costs including delivery, installation and professional fees Financing costs directly
atinbutable to the construction of new venues are capitalised as part of the cost of those assets in accordance with the accounting policy
for interest capitahsation as set out below

. Depreciation i1s calculated to write down the cost or valuation of all assets less residual value, other than freehold land, by equal
instalments over their estimated useful ives Residual values and economic lives are reviewed and adjusted, if appropriate, at each
balance sheet date The applicable penods are
Freehold and long leasehold land and bulldings — 50 years
Short leasehold land and buildings — over the remaining period of the lease
Fixtures, fithngs and equipment — between 3 years and 15 years
Motor vehicles — 4 years

. Impairment reviews are performed on each cash generating rading venue annually Provisions for impairment are made when the
carrying value of the relevant asset exceeds the ligher of its value and its value in use, less the costs to sell Value in use 1s calculaled by
discounting an estimate of future cash flows by the Group's pre-tax weighted average cost of capital Where a review indicates a
significant performance improvement in a previously imparred asset, the impairment prowvision I1s reversed to the extent that the carrying
value of the relevant asset is equivalent to the lower of its carrying value immediately pre-impaiment less subsequent depreciation and
its current realisable value and value in use less costs to sell

interest capitalisation
Funding costs attnibutable to the acquisition, construction and preparation of a new trading venue in the penod prior to opening are treated as a
capital cost Such interest s calculated at the average rate paid on funding the Group's assets duning the asset's development period

Pre-opering cosis
Costs incurred pror to the opening of a new venue or the re-opening of a venue which has been closed for refurbishment that do not fall within the
capitalisation policy are charged to the income statement as incurred

Investments

Investments are stated at cost less any provision for impairment in value Impairment reviews are undertaken when events or changes in
circumstance indicate that an investment's carrying value may not be recoverable

investments 1n subsidiary undertakings

In the Company s financial statements, investments in subsidiary undertakings are stated at cost Provisions for impament are taken to the ncome

statement

Inventones
Inventones are stated at the lower of cost and net realisable value

Assets held-for-sale
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Properties and trading operations which have been approved by the Board for disposal are classified as held-for-sale if their carrying amount will be
recovered through a sale transaction rather than continuing use This condiion 1s regarded as having been met only when the Board 1s commtted
to the sale and it 1s considered probable that a sale of the asset, In its existing condition, will take place within one year of the date of such
classification

Assets held-for-sale are imtially measured at the lower of carrying value and realhsable value less costs to sell At subsequent reporting dates, each
non-current asset 1S re-measured to the latest eshmate of realisable value less costs to sell and any impatrment 1s charged to the income statement
and any increase in far value 1s applied to reverse previous imparment charges as a non-current asset up to its ongnal amortised cost

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantally all the nsks and rewards of ownership to the lessee
All other leases are classified as operating leases

+ Finance leases asseis held under finance leases are recognised as assets of the Group at therr fair value or, if lower, at the present
value of the minimum lease payments, each determined at the inception of the lease The corresponding hability to the lessor 1s included
in the balance sheet as a finance lease obligation Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the hability Finance costs are charged directly against
income unless they are directly attnbutable to qualfying assets, in which case they are capitahised in accordance with the Group's policy
on interest capitalisation

. Operating leases rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant
lease

. Lease premiums payments made to enter into an operating lease are charged to the income statement as rent on a straight-line basis
over the temmn of the lease Such payments are classified as non-current assets except for the portion to be released dunng the next year
which 15 included in prepayments

. Lease incentives benefits received and recevable to enter into an operating lease are credited to the income statement as a reduction
to rent on a straight-line basis over the term of the lease Such payments are classified as non-current habihties except for the portion to
be released dunng the next year which 1s included in accruals

Provisions for onerous leases

Provisions for onerous lease commitments are made when a leasehaold property 1s identified as being of no further use to the Group or, in the case
of a trading property, it 15 considered probable that there will be a net cash outflow from continued operation Provisions are recogmised by
reference to the present value of the outflow of economic benefits required to settle the future obligations

Financial instruments

Denvative financal instruments

The Group uses mterest rate swaps to manage exposure to variable interest rates The use of denvatives is governed by the Group’s Treasury
pohcies as approved by the Board of Directors and which requires Board approval of all such transactions

Amounts receivable or payable under interest rate swap agreements are included in interest payable or receivable as appropnate Such income
and expenditure 1s recogmsed on the accruals basis and credited or charged to the income statement in the financial pertod to which it relates
Movements in the fair value of interest rate swaps that qualify for hedge accounting are taken directly to reserves Movements in the fair value of
interest rate swaps that do not quahfy for hedge accounting are recogrised in the income statement as they anse The fair value of interest rate
swaps 1s the market value as at the relevant valuation date as quoted by the counter party to the swap transacton

Trade receivables
Trade receivables do not carry any interest and are stated at their fair value measured on an amorhised cost basis as reduced by appropnate
allowances for estmated rrecoverable amounts incurred up to the balance sheet date

Trade payables
Trade payables are non-interest beanng and are stated at their farr value

Cash and cash equivalents
Cash and cash equivalenis comprise deposits with an onginal matunty of three months or less with banks and financial institutions, balances on
bank accounts, cash in transit, and cash floats held in the business

Bank borrowings
Interest bearing bank leans and overdrafts are recorded at the proceeds received net of 1Issue costs Finance charges are accounted for on an
accruals basis and charged to the income statement using the effective interest rate method

Taxation
Current taxation s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been enacted or substanially
enacted at the balance sheet date

Deferred taxation Is provided in full, using the liability method, on temporary differences ansing between the tax bases of assets and habilibes and
therr carrying amounts in the consolidated financial statements However, deferred taxation 1s not accounted for if it anses from imtial recogniion of




an asset or hability in a transaction other than a business combination that at the tme of the transacton affected neither accounting or taxable profit
or loss Deferred taxation 1s determined using tax rates (and laws) thal have been enacted or substanbally enacted by the balance sheet date and
are expected to apply when the related deferred tax asset s realised and the deferred tax lability is settled The Group's deferred tax provision 1s
measured on an undiscounted basis

Deferred tax assets are recognised to the extent that it 1s probable that taxable profits will be avallable against which the temporary differences can
be settled

Deferred tax 1s charged or credited to the income stalement except when it relates to items charged or credited directly to equity, in which case the
deferred tax 1s also dealt wath in equity

Employee Share Ownership Trust and Restricted Share Scheme

The cost of the Company's shares held by the Employee Share Ownership Trust {ESOT) and the Restncted Share Scheme (RS5) are deducted
from shareholders’ funds in the Company and Group balance sheels Any cash recewved by the ESOT and the RSS on disposal of their shares is
also recognised directly in shareholders’ funds

Any shares held by the ESOT and the RSS are treated as cancelled for the purposes of calculating earnings per share

Exceptional items
Exceptional items are defined as items which anse from events or transactions which fall wathin the ordinary actvites of the Group and which
indwidually or, if of similar type, in aggregate, need to be disclosed by virtue of their size or incidence

Segmental reporting

Historically, the Group has pnmarly operated three key brands, Walkabout, Jongleurs and Bar Risa All Jongleurs venues operate in conjunction
with Bar Risa or Walkabout venues under common management and administrative control These businesses, which are all iquor and
entertainment-led bars, have been reported as a single business segment, ‘Entertainment Bars'

During the year, the Group acquired Old Orleans restaurants and Asha's, an indian restaurant, which are food-led businesses and accordingly are
reported as a separate business segment ‘Restaurants’

The Group operates a central administration and business support function servicing both Income generating segments Central costs are not
allocated against the income generating segments and are therefore disclosed as a separate segment

As all of the Group's income 1s denved from the UK no geographical segmentation s disclosed

Critical accounting estimates and judgements

To be able to prepare accounts according to generally accepted accounting principles, management and the Board of Directors must make '
estimates and assumptions that affect the asset and hability items and revenue and expense items recorded in the accounts as well as other

information, such as that provided on contingent habiites These estimates are based on historical experience and vanous other assumptions that
management and the Board believe are reasonable under the circumstances, the results of which form the basis for making judgements about the

carrying values of assets and habiities that are not readily apparent from other sources Actual results may differ from these estmates under

different assumptions or conditions

Areas compnsing criical jJudgement that may significantly impact reported earnings and the balance sheet position are the valuation of intangible
assels provisions for mpairment of property, plant and equipment, provision for onerous leases, charges for share-based paymenis, income taxes,
and htigation and contingent habilites, all of which are discussed in the respective notes

Estimated impaiment of property, plant and equipment

The basis of testing for impairment on property, plant and equipment s set out under the accounting policy note for property, plant and equipment
The key assumptions used in the calculation of value 1n use for each cash generating trading venue are as follows

Forecast pened — remaining lease term and 50 years for freeholds

Base cash flow — pre-tax cash flow for 52 weeks ended 30 June 2007

Forecast growth in cash flowof 225% p a

Pre-tax weighted average cost of capital of 7 5%

Estimated impawrment of goodwiit

The basis of testing for imparment of goodwill 1s set out under the accounting policy for intangible assets The test 1s an extension of the testing for
impairment on property, plant and equipment and therefore uses the same assumptions as noted above under ‘Estmated smpairment of property,
plant and equipment’

If the estimated forecast growth in cash flows had been 1% lower, an imparment of the Jongleurs goodwill of £1,300,000 would have been
recogmsed

If the estimated pre-tax weighted average cost of capital had been 1% higher, an impairment of the Jongleurs goodwill of £2,500,000 would have
been recognised
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Estimated provisions for onerous leases

The basis for estimating provisions for onerous leases is set out under the accounting policy for provisions for onerous leases Each such lease is
considered separately and where discussions with landlords, third parties who are prospective assignees or sub-tenants, or agents provide a good
indication of a deal being agreed, a provision 1s made on the terms of that deal Where such information 1s not avallable, a provision is calculated for
each onerous lease based on

Remaining penod of the lease

Rent review increase of 0 5% p a or guaranteed increase, where applicable

Discount factor of 7 5%

If the estimated discount factor had been 1 6% lower, an additional provision of £260,000 would have been recognised

If the annual rate of rent increase had been 1 0% higher, an additional provision of £166,000 would have been recogrised

New standards and interpretations

The following new standards, amendments and interpretations to published standards were adopted for the first tme in the financial statements for

the 52 weeks to 30 June 2007 None of them had a matenal impact on the reported results

{1) Effective on or after 1 January 2006 |AS 39 Financial Instruments Recognition and Measurement — Cash Flow Hedges of Forecast Intragroup
Transactions

(1) Effective on or after 1 January 2006 IAS 39 Financial Instruments Recognition and Measurement — Fawr Value Option

() Effective for periods beginnung on or after 1 January 2006 1AS 39 Financial Instruments Recognition and Measurement — Financial Guarantee
Contracts

(v) Effective for penods beginming on or after 1 January 2006 IFRIC 4 Detemining Whether an Arrangement Contains a Lease

{v) Effective for penods beginning on or after 1 December 2005 IFRIC 6 Liatilites Ansing from Participating in a Specific Market — Waste Electncal
and Electronic Equipment

(w1} Effective for periods beginning on or after 1 May 2006 IFRIC 8 Scope of IFRS 2

{vn) Effective for periods begmning on or after 1 June 2006 IFRIC 9 Reassessment of Embedded Denvatives

The following new standards, amendments and interpretations to published standards have not yet been applied to the financial statements but are
not expected to matenally impact the reported results

(1) Effective for periods beginning on or after 1 January 2007 1AS 1 Presentation of Financial Statements — amendment regarding capital
disclosures

{1 Effective for periods beginning on or after 1 January 2007 IFRS 7 Financial Instruments Disclosures_

(1) Effective for penods beginning on or after 1 November 2006 IFRIC 10, Intenim Reporting and Impairment — prohibits the impairment losses
recognised in an intenm penoed to be reversed at a subsequent balance sheet date

2 Segmental information
All revenue arises n the UK

During the reporting penod, Old Orleans Limited and Brandasia Limited were acquired Both of these businesses are food-led operations whereas

the Group’s pre-existing operatons are all wet-led Accordingly, the Group's income generating operations have now been organised into separate
business segments, Entertainment Bars and Restaurants As the Group operates a central adnmnistration and business support function servicing

both mcome-generating segments, central costs are shown as a separate segment

The segment results for the 52 week penods ended 30 June 2007 and 1 July 2006 were as follows

52 weeks ended 30 June 2007 52 weeks ended 1 July 2006
Entertainment Central/ Entertainment Central/
Bars Restaurants unallocated Group Bars Restaurants unallocated Group
£'000 £'000 £°000 £'000 £'000 £ 000 £000 £'000
Continuing operations
Revenue 124,275 24,652 - 148,927 127,641 - - 127,641
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Cost of sales (28,170) {6,623) - (34,793) {28,662} - - {28,662)
Gross profit 96,105 18,029 - 114,134 98,879 - - 98,979
Operating costs {75,939} (17,469) - (93,408} {(78,111) - - {78,111}
Venue profit 20,166 560 - 20,726 20,868 - - 20,868
Administrative expenses - - (7,075) {7,075) - - {6,313) (6,315)
Operating profit before
exceptional items and
brand amortisation 20,166 560 (7,075) 13,651 20,868 - (6,315) 14,553
QOther segment stems included in the income statement are as follows
52 weeks ended 30 June 2007 52 weeks ended 1 July 2008
Entertainment Centralf Entertainment Central/
Bars Restaurants unallocated Group Bars Restaurants unatlocated Group
£°000 £'000 £'000 £'000 £ 000 £000 £'000 £000
Continuing operations
Depreciation* 9,336 1,129 - 10,465 10,279 - - 10,279
Amortisation of franchise fees” — 8 - 8 - - - -
Amortisation of brands - 229 - 229 - - - -
Loss on sale of property,
plant and equipment 206 - - 206 28 - - 28
Exceptional items
— Integration costs - 1,175 - 1,175 — - - -
- Restructunng costs - - 5§35 555 - - - -
— Impairment - - - - 4,995 - - 4,995
— Fees in respect of
aborted corporate
transachions - - - - - - 379 379
— Head office relocation - - - - - - 200 200
*  Charged io operaung cosis
The segment assets and labilites at 30 June 2007 and capital expenditure for the 52 weeks then ended are as follows
Entertainment Centrall
Bars Restaurants unallocated Group
£'000 £'000 £'000 £'000
Assets 154,100 34,768 9,831 198,699
Liabifites 9,663 6,638 113,633 129,934
Capital expenditure 7,408 2133 1,777 11,318

Segment assets consist primarly of property, plant and equipment, intangible assets, inventories, and trade and other receivables Unallocated

assets compnse cash and cash equivalents and assets held-for-resale

Segment habiliies compnse operating habilites Unallocated habilibes compnse items such as borrowings including interest rate swaps, current tax

habilires, deferred tax habililies and provisions
Capital expenditure comprises additions to property, plant and equipment

The segment assets and habilties are reconciled to entity assets and habilites as follows

Assets Liabilities

£'000 £'000

Segment assetsfiabilites 188,868 16,301
Unallocated

Property, plant and equipment 2,847 -
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Trade and other receivables 2,629 -

Cash and cash equivalents 4,385 -
Current borrowings - 8,706
Non-current borrowings - 69,670
Trade and other habilites - 16,020
Current tax habilites - 874
Deferred tax liabilittes - 18,363
Total 198,699 129,934

The segment assets and habihbies at 1 July 2006 and capital expenditure for the 52 weeks then ended are as follows

Entertainment Central/
Bars Restaurants unallocated Group
£000 £000 £ 000 £ 000
Assets 158,547 - 3,632 162,179
Labilities 10,649 - 88,832 99,481
Capital expendifure 9,414 - 288 9,702

Capital expenditure comprises additions to property, plant and equipment

The segment assets and iabiliies are reconciled to entity assets and liabites as follows

Assets Liabilhites
£000 £000
Segment assetsfiabilihes 158,547 10,649
Unallocated
Property, plant and equipment 989 -
Trade and other receivables 2,643 -
Current borrowings - 2,830
Nan-surrent borrowings - 53,689
Trade and other habihities - 11,940
Current tax habilities - 1,347
Deferred tax habiities - 19,026
Total 162,179 99,481
3 Exceptional items
Group 52 weeks 52 weeks
ended ended
30 June 2007 1 Juty 2008
£'000 £000
Integration of Old Orleans Limited {1,175) -
Corporate restructunng (555) -
Impairment proviston - (4,995)
Fees in respect of aborted corporate transactions - (379}
Head office relocation - (200}
(1,730) (5,574)

‘One-off items of expenditure associated with integrating the acquired Old Orleans business into the Group's normal administrative processes and
organisation structure have been categorised as exceptional

During the year, the Group acquired the Old Orleans and Asha's indian restaurant businesses through new subsidianes Old Orleans Limited and
Brandasia Limited These acquisitions prompted management to consider the optimum corporate structure for the Group's pre-easting businesses
Accordingly, four new subsidiary companies have been established two to separately hold each brand and us trading venues, another to hold
certain properties held-for-resale and another to set up an intra-group financing company Costs associated with this corporate restructure have
been categonsed as exceptonal The costs pnmarnity relate to professional advice 1n the restructunng and the transfer of property leases

The tax credit relating to exceptional items was £518,000 (2006 £1,042,000)
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4 Finance costs

Group 52 weeks 52 weeks
ended ended

30 June 2007 1 July 2006

£'000 £ 000

Interest payable and similar charges

Bank loans and overdraft (5,117) (4,283)
Amortisation of set-up costs of bank loan (275) (227)
Convertible loan notes (422) (417)
Other interest payable {45) (103)

{5,859) (5,030)

Interest receivable

Short term bank deposits 120 49
Gains arising on interest rate swaps 4m 850
Other interest receivable - 157

521 1,056

5 Profit before taxation

Group 52 weeks 52 weeks
ended ended

30 June 2007 1 July 2006

£'000 £000

The following items have been included in arnving at operating profit

Staff costs (note 6) 35,422 28,006
Cost of inventories recognised as an expense (included in cost of sales) 34,793 28,662
Depreciation of property, plant and equipment 10,465 10,279
Amortisation of brands and franchises 237 -
Amortsation of lease premiums 143 143
Share-based payments 294 300
Loss on disposals of property, plant and equipment 206
28
Auditors’ remuneration
Audit services
— Fees payable to the Company auditors for the audit of parent company and consohdated accounts 62
62
— The audit of the Company's subsidianes pursuant to legislation 8 -
Non-audit services
— Tax advice relaling to corporate restructunng 142 -
Operating lease rentals land and buldings 15,220 11,300
Operating lease rentals equipment and vehicles 118 101
Pre-opening costs 79 42

Fees of £210,000 were alsc paid to the Company's auditor in connection with the acquisitions of Old Orleans Limited and Brandasia Limited These
fees, which were pnmanily for due diigence and work In connection with the shareholders’ circular for the acquisibon of Old Orleans Limited, have
been included in the cost of acquisiions

6 Employees
The average numbers of persons, including executive directors, employed by the Group and Company dunng the penod were as follows

52 weeks 52 weeks

ended ended

30 June 2007 1 July 2006

Number Number

Entertatnment bars 1,560 1,785
Restaurants 890 -
Head office 74 59
2,524 1,844
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Staff costs for all employees compnse

52 weeks 52 weeks
ended ended
30 June 2007 1 July 2006
Number Number
Wages and salanes 32,158 25222
Social secunty costs 2,730 2,267
Pension costs 240 217
Share-based payments 294 300
35,422 28,006
Details of directors' remuneration are set out in the Report on directors’ remuneration
The amount of cutstanding pension contnbutions at 30 June 2007 was £32,000 (2006 £25,000)
7 Taxation
Group
Analysis of tax charge in the penod
52 weeks 52 weeks
ended ended
30 June 2007 1 July 2006
Total Tatai
£'000 £000
Current tax — continuing operations
- Current year (977) (1,693)
= Adjustment in respect of prior years 952 415
Total current tax (425) (1.278)
Deferred tax — continuing operations
— Current year {1,350) {939)
- Adjustment in respect of change in tax rate 1,476 -
— Adjustment in respect of prior years 943 1,330
Total deferred tax 1,069 n
Tax credit/{charge) 644 (887)
Factors affecting tax charge for the penod
52 weeks 52 weeks
ended ended
30 June 2007 1 July 2006
Total Total
£'000 £ 000
Corporation tax at the statutory rate of 30% applied te continuing operations profit before tax {1,844} {1,493}
Effects of
Expenses not deductble for tax purpases {(105) (372}
Accounting depreciation not ehigible for tax purposes (642)
(625)
Impairment not ehgible for tax purposes - (517}
Loss on sale of property, plant and equipment {62) 55
Other adjustment 210 -
Exceptional items disallowed - (114}
Adjustment in respect of changes in tax rates 1,476 -
Uuhisation of tax losses (10 388
Deduction 1n respect of share-based payments 126 46
Adjustments refating to pnor years corporahon tax 552 415
Adjustments relating to pror years deferred tax 943 1,330
Total tax creditf{charge} on continuing operations 644 (887)
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Factors that may affect future tax charges

Based on current capital expenditure plans, the Group expects to continue to be able to claim capital allowances i excess of depreciation in the
shori term However, due to the reducton in tax wnting down allowances, as recently enacted by tax legislation, such claims are expected tobe at a
shightly lower level than in the current year

Full provisicn has been made to recognise potenhal future habiibes resulting from the deferral of capital gains by the use of haldover relief and
rollover relief Gans sheltered by the use of holdover relief unwind over 10 years, whereas gains sheltered by the use of rollover relief are deferred
untl such time as replacement assets are subsequently disposed of and may be further deferred to the exient that the disposal proceeds are
reinvested in qualfying assets Tax habilities relating to holdover relief of £1,410,000 (2006 £1,511,000) are currently expected to unwind between
2012 and 2015

The Government's last budget announced the intention to phase out Industnal Bulding Allowances between 2008 and 2011 The Group currently
claims Industnal Bullding Allowances in relation to three hostels forming part of the Walkabout business Accordingly, if the relevant legislation 1s

enacted in its current draft form, the Group expects to incur an additional deferred tax charge of £1,013,000

8 Discontinued operations

Group 52 weeks 52 weeks
ended ended

30 June 2007 1 July 2008

£'000 £ 000

Revenue 2,193 2,055
Expenses (2,266} {2,348)
Loss before tax (73) (293)
Attributable tax credits 22 88
Post tax loss from tracing achivities (51) (205)
Impairment provision (note 13) (1,368} -
Attributable tax credits - -
Post tax loss on impairment provision (1,368} -
New prowvision for onerous leases {note 25) (2,440) (2,065)
Onerous lease provisions released {note 25) 2,085 -
Attributahble tax credits 106 286
Post tax loss on onerous leases (249) {1,779}
Loss on sale of property, plant and equipment (242) (367)
Attributable tax credits - -
Post tax loss on sale of property, plant and equipment (242) (367}
Net loss attnbutable to discentinued operations (1,910} (2,351)

Discontinued operations comprises unbranded venues which the Group decided to divest in 2002

9 Dvidends

Group

There were no dividends paid (2006 £nil) by the Group dunng the year and the Board has not proposed a dividend in respect of the 52 weeks
ended 30 June 2007

10 Earnings per share
Earmings per share have been calculaied by dividing the earnings atinbutable to ordinary shareholders by the weighted average number of shares
In issue dunng the pencd excluding those held in the ESOT (note 29), which have been treated as cancelled

Diluted eamings per share adjusts for those share options granted to employees and the holders of convertible loan stock where the exercise price
15 less than the average pnce of the Company's shares dunng the penod

The table below shows the basis of calculation of basic earnings per share and diluted earnings per share, and also sets out the steps to exclude
discontinued operations and excephionals from the calculations in order to denve adjusted earmngs per share In the opinion of the directors,
earnings per share from continuing operations and adjusted earnings per share, being earnings per share from continuing operations before
exceptional tems, brand amortisation and loss on sale of property, plant and equipment are more representatve indicators of the Company’s
underlying trading performance

Group 52 weeks ended 30 June 2007 52 weeks ended 1 July 2008

Waightad Weighted
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average numher Earnings average number Earnings

Earnings of shares per share Earmings of shares per share
£'000 000 pence £000 000 pence
Total EPS
Basic 4,882 112,512 43 1,739 112,622 15
Dilution impact of options - 2,532 - - 2,1 -
Diluted 4,882 115,044 42 1,739 114,813 15
Exclude discontinued operaticns 1,910 - - 2,351 - -
EPS from continuing operations
Diluted excluding discontinued operations 6,792 115,044 59 4 090 114,813 36
Basic excluding discontinued operations 6,792 112,512 60 4,080 112,622 36
Exclude exceptional stemns, brand amortisation and loss
on sale of property, plant and equipment, net of taxation 1,646 - - 4,560 - -
Adjusted EPS
Basic on continuing operations 8,438 112,512 75 8,650 112,622 77
Ciluted on continuing operations 8,438 115,044 73 8,650 114,813 75
EPS from ciscontinued operations
Basic on discontinued operations (1,910) 112,512 7 {2,351) 112,622 21)
11 Intangibles
Group Goodwill Brands Franchises Total
£000 £000 £'000 £000
Cost
At 2 July 2005 and 1 July 2006 8,549 - - 8,549
Acquisiions (note 12)
- Qld Oreans Limited 11,254 6,012 - 17,266
- Brandasia Limited (provisional valuations) 663 - 175 838
At 30 June 2007 20,466 6,012 175 26,653
Accumnulated amortisation
At 2 July 2005 and 1 July 2006 1,773 - - 1,773
Charge for the pencd - 229 8 237
At 30 June 2007 1,773 229 8 2,010
Net book valug
At 30 June 2007 18,693 5,783 167 24,643
AL 1 July 2006 6,776 - - 6.776

Goodwill

Goodwill brought forward from previous years arose on the acquisition of Jongleurs Comedy Clubs in 2000 For the purposes of the annual
mpairment review, future pre-tax cash flows for the Jongleurs branded venues were projected at an annual growth rate of 2 25% and using a
discount rate of 7 5% based on the Company’s weighted average cost of capital The collechve value in use of Jongleurs venues exceeded therr
carrying vatue by more than the value of goodwill and hence ne impawrment of goodwill was required

Goodwill arose in the year on the acquisibion of Old Orleans Limuted and Brandasia Limited An exercise was undertaken dunng the year to far
value the assets and labiktes at acquisition of Old Crleans Limited and therefore testing for impairment was considered unnecessary The goedwall
anstng cn the acquisition of Brandasia Limited 1s a prowsional value pending finalisation of the far values at acquisition

Brands
Brand value ansing on the acquistton of Cld Orleans Limited 1s being amortised over 20 years

Franchises

Brandasia Limited has a franchise agreement with Asha’s Restaurants International Limited The franchise 1s being amortised over 10 years, the
term of the agreement
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12 Acquisitions

Old Orleans Lumted

On 17 September 20086, the Company acquired the entire share capital of Old Orfeans Limited In the 41 weeks between the Company’s investment
and the penod end, Old Oreans Limited achieved an operating loss of £619,000

The directors have undertaken a detailed exercise, in conjunciton wath professional advisors, to fair value the assets and habilites acquired as
follows

Fartr value
Boak value adjustment Fair value
£000 £'000 £000
Property, plant and equipment 32,084 (18,242) 13,852
Stock 325 - 325
Recevables 449 - 449
Payables (1,001} - {1.001)
Deferred tax - (2,762) {2,762)
Provisions - {700) (700)
Fair value of net assets 10,163
Intangibles
— Goodwill 11,254
- Brand name 6,012
27,429
Satisfied by
Cash 25773
Fees 1,656
27,429

Far values were denved as follows

. Fixed assets were valued at the lower of the underlying property value {based on a fit-out al current pnces discounted to take account of
the relevant age of each site and a standard profile of asset mix} and its realisable value (based on the current annual cash flows forecast
over the remainder of each lease at a sales growth rate of 2 5% pa and a costincrease at 2 0% p a , and using a discount factor of
9 1%, being the deemed weighted average cost of capital for Old Orleans Limuted)

«  Net current habiities were the value agreed with the vendor

. Provisions reflects one onerous lease, based on the rent and rates cost to the end of the lease term, discounted at a nsk-free cost of
capital of 5 1%

. Brand valuation was dernved on the basis of a notional saving in royalties equivalent to 2% sales over a 20-year penod, discounted at the
weighted average cost of capitat of ¢ 1%

. Deferred tax relates to, firstly, the difference between the tax base of assets acquired and their net book value, and secondly, the far
value of the brand for which there 1s no tax value

«  Goodwll represents the value of the assembled and trained workforce, the strength of site locations, the potential for significant
improvements In the underlying business performance and brand roll-out, and synergies with the Group’s existing business

Brandasra Limited

On 14 December 2006, the Company invested in Brandasia Limited through a convertible loan of £500,000 The convertible loan entitled the
Company to convert the whole or part of the loan, at any tme over a penod of 10 years from the date of the loan, into ordinary shares of Brandasia
Limited at the conversion rate of 2 5 ordinary shares of 10p for each £1 of convertible loan At the time of the investment, full converston of the loan
would have resulted n the Company owning 58% of Brandasia Limited The pnncipal shareholder and managing director of Brandasia was Russell
Scott, the Group's Managing Director - Operations, and accordingly the transaction was a ‘related party transacton’ for the purpose of the Listing
Rules of the UK Listing Authonty All of the relevant nobifications were made to the UK Listing Authonty and clearance duly recetved pnor to the
Company's investment

On 31 March 2007, the Company acquired the shareholding of Russell Scott, amounting to 92% of the 1ssued share capital, for £ml consideration
The remamning 8% of issued shares were compulsonly acquired under the terms of the Brandasia Limited articles of association

The directors have undertzken a preltminary fair value exercise of the assets acquired as set out below and as permitted by IFRS 3 ‘Business
combinatons’, the assets have been included in the balance sheet as at 30 June 2007 at provisional values as follows

Fair value Provisional
Book value adjustment farr value
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£000 £000 £000

Property, ptant and equipment 951 (531} 400
Stock 16 - 16
Receivables 182 - 182
Payables {484) - {484)
Bank loans and finance leases {384) - {384)
Fair value of net assets (270)
Intangibles
- Goodwll 663
- Franchise 175
568
Satisfied by
Convertible loan 500
Fees 68
568

Brandasia Limited's assets principally comprise a franchise agreement with Asha's Restaurants Intemational Limited and the first Asha's restaurant
opened In Birmingham in December 2006 The franchise agreement gives Brandasia Limited exclusive rights to operate restaurants under the
Asha’s name in the United Kingdom and Ireland Asha’s 1s the trading name of an up-market indian restaurant operation with trading venues in
Kuwait and Dubai, established by Asha Bhosle, a Bollywood singing star

Between the date of investment in Brandasia Limited and the period end, Brandasia Limited achieved an operating loss of £225,000

13 Property, plant and equipment

Group Land and bulldings
Leaseholds Leaseholds Leaseholds Equipment
fonger between 20 less than fixtures
Freeholds than 50 years and 50 years 20 years and fithngs Total
£000 £000 £000 £'000 £ 000 £000
Cost
At 1 July 2006 26,695 3,013 75,472 39,091 57,987 202,258
Additions 1,961 - 375 483 8,499 11,318
Acquisitions of substdiary undertakings 4,748 - 3,337 2,564 3,603 14,252
Transiers to assels held-for-sale (1.879) - - - - (1,879)
Disposals (2,897) - {359) - (643) (3,899)
At 30 June 2007 28,628 3,013 78,825 42,138 69,446 222,050

Accumulated depreciation

At 1 July 2006 2,230 448 10,732 13,412 31,456 58,278
Charge for the period 272 122 2,123 1,579 6,369 10,485
Impairment adjustments 1,368 - - - - 1,368
Transfers to assets held-for-sale {1,368) - - - - {1,368}
Disposals (1,164) - - - {352) {1,516)
At 30 June 2007 1,338 570 12,855 14,991 37,473 67,227

Net book value

At 30 June 2007 27,290 2,443 65,970 27,147 31,973 154,823
At 1 July 20086 24 465 2,565 64,740 25,679 26,531 143,980
Company Land and builldings
Leaseholds Leaseholds Leaseholds Equipment,
longer between 20 less than fixtures
Freeholds than 50 years and 50 years 20 years and fittings Total




£ 000 £000 £000 £000 £000 £ 000

Cost

At 1 July 2006 26,695 3,013 75,472 38,858 58,199 202,237
Additions 76 - 408 430 5,400 6,314
Transfers to Group undertakings {20,666) (3,013} (73,907) {(36,058) (54,924) (188,608)
Disposals (2,897} - - - (357} (3.254)
At 30 June 2007 3,208 - 1,973 3,190 8,318 16,689

Accumulated depreciation

At 1 July 2006 2,230 448 10,732 13,179 31,668 58,257
Charge for the penod 121 60 1,969 1,197 5,307 8,654
Impairment adjustments - - - - - -
Transfers to Group undertakings (1.024) (508} (12,410} (12,890) {31,025) (57,857)
Disposals (1,164) - - - (324) {1,488)
At 30 June 2007 163 - 291 1,486 5,626 7,566

Net book value
At 30 June 2007 3,045 - 1,682 1,704 2,692 9,123

At 1 July 2006 24,465 2,565 64,740 25,679 26,531 143,980

The histoncal cost of land and buildings for the Group and the Company includes capitalised interest of £2,573,000 (2006 £2,635,000) and
£107,000 (2006 £2,635,000) respectively There was £nil (2006 £nil} interest capitalised in the year

Transfers to Group undertakings ook place following the corporate restructunng which resulted in the establishment of four new wholly-owned
subsicdiaries Regent Inns Walkabout Limited, Regent Inns Bar Risa Limited, Regent Inns Finance Limited and Regent Inns Property Linuted

The charge for impairment relates to a freehold property acquired dunng the year in order to extinguish an onerous lease relating to discontinued
operations of £1,368,000 The property was subsequently transferred to assets held-for-sale and a disposal achieved shortly after the period end
for & small profit relative to its impaired value

The Group owns assets held under finance leases which have a net book value of £135,000 (2006 £nil} and accumulated depreciation of £11,000
(2006 Emil)

Group Land and buldings
L hold Leasehold Leaseholds Equipment
longer between 20 less than fixtures
Freeholds than 50 years and 50 years 20 years and fithngs Total
£ 000 £000 £000 £000 E£'000 ECO0
Cost
At 2 July 2005 26,841 2,790 99,543 13,924 53,377 196,475
Additions 450 223 2,157 1,183 5,079 8,702
Transfers - - (23,974) 23,974 - -
Disposals (596) - {2,854) - (469) {3,919)
At 1 July 2006 26,695 3,013 75,472 39,091 57,987 202,258

Accumulated depreciation

At 2 July 2005 2,087 3r7 14,418 4,986 23,675 45,544
Charge for the penod 143 71 3,049 823 6,193 10,279
Imparrment adjustments - - (398} 3478 1,915 4,995
Transiers - - (4,125) 4,125 - -
Disposals - - (2,213) - {327) (2,540)
At 1 July 2006 2,230 448 10,732 13.412 31,456 58,278

Net book value
At 1 July 2006 24,465 2,565 64,740 25,679 26,531 143,980

At 2 July 2005 24,754 2,413 85,124 8,938 29,702 150,931
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Company Land and buildings

Leaseholds Leaseholds Leaseholds Equipment,
longer betweaen 20 less than fixtures
Freeholds than 50 years and 50 years 20 yaars and fitings Total
£'000 £000 £9Q00 £000 £'000 £000

Cost
At 2 July 2005 26,247 2,790 89,543 13,691 53,589 195,860
Additions 450 223 2,757 1,193 5,079 9,702
Transfers - - (23,974) 23,974 - -
Disposals (2) - (2,854} - {469) (3,325)
At 1 July 2006 26,695 3.013 75,472 38,858 58,199 202,237
Accumulated depreciation
At 2 July 2005 2,087 377 14,419 4,753 23,887 45,523
Charge for the period 143 71 3,049 823 6,193 10,279
Impaiment adjustments - - (398) 3,478 1,915 4,995
Transfers - - (4,125) 4,125 - -
Disposals - - (2,213) - (327) (2,540)
At 1 July 2006 2,230 448 10,732 13,179 31,668 58,257
Net book value
At 1 July 2006 24 465 2,565 64,740 25,679 26,531 143,980
At 2 July 2005 24,160 2,413 85,124 8,938 29,702 150,337

The histonical cost of land and buildings for both the Group and the Company tncludes capitalised interest of £2,635,000 (2005 £2,648,000)
The charge for impairment of £4,995,000, included the reallocation of previous impairments of £2,170,000
Transfers arose as a consequence of the unexpired lease penods at 11 venues declining from 20 years to less than 20 years dunng the year

14 Investments
Shares in subsidiary undertakings

Company
30 June 2007 1 July 2008
£'000 £000
Cost and net book value
As at beginning of penod 15,665 15,665
Acquisitions
- Old Orleans Limited (note 12} 27,429 -
— Brandasia Limited (note 12) 568 -
As at end of penod 43,662 15,665

The Company wholly owns 26 subsidianes, which have been consolidated into the Group financial statements, of these, seven traded dunng the
year

Subsidiary Trading activity Holding
Regent Inns Walkabout Limited Entertainment Bars 100%
Regent Inns Bar Risa Limited Entertainment Bars 100%
Old Orleans Limited Restaurants 100%
Brandasia Limited Restaurants 100%
Regent Inns Property Lirnited Property trading 100%
Regent Inns Finance Limited Fmance 100%
Swanarch Limited Property investment 100%

All other subsidianes are dormant and are registered in England and Wales, except Vered plc which 1s registered in the Isle of Man
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15 Other non-current assets

Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £000 £000
Lease premiums 2,361 2,504 - 2,504
16 Inventories
Group Company
30 June 2007 1 July 2008 30 June 2007 1 July 2008
£'000 £000 £'000 £000
Foed and dnink for resale 1,972 1,839 70 1,839
The Group consumed £34,793,000 (£28,662,000) of inventones during the period in its conbinuing operations
The directors consider that the balance sheet value of stock 1s not matenally different from its replacement cost
17 Trade and other receivables
Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £'000 £, 000
Amounts falhng due within one year
Trade receivables 1,334 1,082 375 1,082
Other debtors 1,318 201 681 201
Prepayments and accrued income 5,594 5,587 1,804 5,587
8,246 6,870 2,860 6,870
18 Cash and cash equivalents
Group Company
30 June 2007 1 July 2008 30 June 2007 1 July 2006
£'000 £000 £'000 £ 000
Cash at bank and in hand 4,462 - 4,385 -
Overdraft - (10} - (10)
4,463 (10} 4,385 (10)
Cash at bank and in hand are immediately available funds
19 Assets held-for-sale
Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £'000 £000
Unbranded pub venues
As at beginning of penod 210 210 210 210
Transferred from property, plant and equipment 511 - - -
As atend of penod 721 210 210 210

The property transferred during the year related to a freehold property acquired in respect of a discontinued operatton in order to extinguish an

onerous lease The property was subsequently disposed of on 17 August 2007

20 Current financial kabilities
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Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £'000 £'000
Secured bank loan 2,787 2,725 2,725 2,725
Bank overdraft - 10 - 10
Interest rate swaps 41 95 41 95
Debenture loans
5 6% Jongleurs unsecured convertible loan notes 5,940 - 5,940 -
Fiance leases 36 - - -
8,804 2,830 8,706 2,830
21 Current trade and other payables
Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2008
£'000 £000 £'000 £000
Trade payables 5,831 4,462 5,673 4,462
Tax and social secunty 2,654 2,302 2,607 2,302
Accruals and deferred income 13,901 8,709 1,921 8,709
Other payables 185 141 125 146
22,571 15,614 10,326 15,619
22 Current tax habihities
Group Company
30 June 2007 1 July 2008 30 June 2007 1 July 2006
£'000 £000 £000 £000
Current tax habilihes 874 1,347 1,128 1,559
23 Non-current financial hamhties
Group Company
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £'000 £'000
Secured bank loan 69,858 47,402 69,670 47,402
Interest rate swaps - 347 - 347
Debenture loans
5 6% Jongleurs unsecured convertible lnan notes - 5,840 - 5,840
Finance leases 66 - - -
69,924 53,689 69,670 53,689

24 Fmnancial instruments

As explained in the Finance review under Treasury policy on page 29, the Group’s policy, which is consistent with the previous year, 1s to minimise
exposure to fluctuations n interest rates Thus is achreved by fixng a substantial proportion of interest rate exposure through interest rate swap
transactions Interest rate swaps undertaken since the adoption of IFRS have been structured so as to take advantage of hedge accounting in
accordance with IAS 32, whereas those interest rate swaps existing at the time of the accounts conversion to IFRS do not comply wath the cntena
for hedge accounting All interest rate swaps are recorded at fair value as at the balance sheet date, movements in the fair values of those swaps
quahfying for hedge accounting are taken directly to reserves, credit of £1,450,000 (2006 £nil), while those not qualfying are taken to the income

statement, credit of £401,000 (2006 £850,000)

The faw value of interest rate swaps as at the balance sheet date were

Group and Company

30 June 2007

Assets Liabuhties
£'000 £'000

1 July 2006

Assets Laabiliies
£000 £000




Interest rate swaps hedge accounted 1,450 - - -

Interest rate swaps non-hedge accounted - 41 - 442

1,450 4 - 442
Less non-current portion 1,450 - - 347
Current portion - 41 - 95

The full far value of a financial denvative 1s classified as a non-current asset and hability if its remaining matunty 1s more than 12 months and as a
current asset and hability if the matunty is less than 12 months

The Group’s pancipal financial sinstruments, ather than interest rate denvatives, compnse bank loans, convertible loan stock, cash and short term
deposits The main purpose of these financial instruments 1s to fund the Group’s operabons The Group has vanous other financial instruments such
as trade debtors and trade creditors, which artse directly from its operations

The Group does not trade outside of the Unrted Kingdom and has no dependency on supplies from overseas and therefore does not have any
foreign exchange nsk

Credit nsks are imited to the non-payment of rents in respect of sub-let properties Total rents recevable in the current year represented 1% (2006
1%}) of the Group's total income

Given the cash nature of business income, the main factors affecting hquidity are the seasonality of sales, underlying business performance and the
tming of capital investment, payments of interest and corporation tax Forward cash flow projections for penods varying between a financial quarter
and a year are updated on a weekly basis and significant debt facilities are maintained to manage short term fluctuations in cash flow

Borrowings and interest rate swaps
The following table sets out the matunity profile for borrowings and interest rate swap liabilibes

Group Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years Total
2007 £'000 £'000 £'000 £'000 £000 £000
Bank loans 3,062 3,062 3,062 64,064 - 73,250
Loan notes 5,940 - - - - 5,940
Overdrafts - - - - - -
Finance leases 36 44 22 - - 102
Borrowings 89,038 3,106 3,084 64,064 - 79,292
Interest rate swaps 41 - - — - 4
Total 9,079 3,106 3,084 64,064 - 79,333

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years Total
2006 £'000 E 000 £'000 £000 £000 E GO0
Bank loans 3,000 3,000 3,000 3,000 39,000 51,000
Loan notes - 5,840 - - - 5,940
Overdrafts 10 - - - - 10
Borrowings 3,010 8,940 3,000 3,000 39,000 56,950
Interast rate swaps 95 347 - - - 442
Total 3,105 9,287 3,000 3,000 39,000 57,392
Company Within 1 year 1-2 years 2-2 years I-4years 4-5 years Total
2007 £'000 £000 £'000 £'000 £'000 £'000
Bank loans 3,000 3,000 3,000 64,000 - 73,000
Loan notes 5,940 - - - - 5,940
Overdrafts - - - - - -
Borrowings 8,940 3,000 3,000 64,000 - 78,940
Interest rate swaps 41 - - - - 41
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Total 8,981 3,000 3,000 64,000 - 78,981
Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years Total

2006 £ 000 £ 000 £ 000 £000 £'000 £ 000
Bank loans 3,000 3,000 3,000 3,000 39,000 51,000
Loan noles - 5,940 - - - 5,940
Overdrafts 10 - - - — 10
Borrowings 3.010 8,940 3,000 3,000 39,000 56,850
Interest rate swaps 95 347 - - - 442
Total 3,105 9,287 3,000 3,000 39,000 57,392
Loans
Group 30 June 2007 1 July 2008

£'000 Interest £'000 Interest
Loan notes 2007
Jongleurs unsecured convertible ioan notes 5,940 56% 5,940 56%
Bank loans 2010
Sterling - floating 73,250 51,010
Company 30 June 2007 1.July 2006

£'000 Interast £'000 Interest
Loan notes 2007
Jongleurs unsecured convertible loan notes 5,940 5 6% 5,940 5 6%
Bank loans 2010
Sterling — floating 73,000 51,010

The Jongleurs unsecured convertible loan notes were issued to finance the acquisition of the Jongleurs business on 7 August 2000 Interest s
payable at 5 6% p a The loan notes can be converted into Regent Inns plc ordinary shares at a pnce of 153p per share at any time at the option of

the holder Loan stock not converted will be redeemed at par on 30 November 2007

The bank loans and overdrafts of £73,250,000 {2006 £51,010,000} are secured by a fixed charge over the Group's freehold and long leasehold
pragerties and a floating charge over the remaining assets of the Group The Group's bankers have the right to set off any overdraft balances

against cash deposits held

The Group's bank borrowings have financial covenants which if breached, would result in the borrowings becoming repayable immediately The
covenants are all cash based, comprising interest cover, fixed cover and net debt to EBITDA

The disclosures below exclude short term debtors and creditors and all are designated in sterling

30 June 2007 1 July 2006
Interest rate nsk £'000 £000
Vanable rate borromngs 11,250 -
Fixed rate borrowings 67,940 56,950
Nil rate habiities 4,625 4,880
Gross borrowings 83,815 61,830

Vanable rate borrowings relate to bank loans on which interest has not been fixed through interest rate swaps Fixed rate borrowings mnclude loans,
whuch are fixed through interest rate swaps and the Jongleurs convertible loan stock Where interest rates are fixed, interest rate swaps have been
used to fix forward interest rates and to manage the Group’s exposure to fluctuations in market rates

The nil rate rabilities relate to the onerous lease provision

Vanable rate borrowings bear interest based on LIBOR fixed for penods of up to six months
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Interest rate swaps in place at the balance sheet date were as follows

Rate 30 June 2007 1 July 2008
Transaction date Start date End date % £°000 £°000
10 December 2001 10 December 2001 10 July 2006 529 - 50,000
23 December 1999 23 December 1999 24 September 2007 733 12,000 12,000
29 June 2006 10 July 2006 10 July 2008 515 10,000 -
29 June 2006 10 July 2006 10 July 2009 520 10,000 -
19 September 2006 19 September 2006 18 September 2010 525 10,000 -
14 September 2006 18 September 2006 18 September 2011 515 10,000 -
19 September 2006 19 September 2006 18 September 2011 522 10,000 -
62,000 62,000

The fixed rate interest profile, after taking account of interest rate swaps, was as follows

30 June 2007 1 July 2006

Weighted Weighted Weighted Weighted
Principal average rate average life Principal average rate average life
£'000 Y% Year £ 000 % Year
Convertible loan stock 5,940 560 04 5,940 560 14
Bank loans 62,000 674 24 51,010 675 03
Total fixed rate 67,940 6 64 22 56,950 665 04

The mterest margin over LIBOR payable on bank loans {included in the weighted average rates above) at the balance sheet date was 1 25% (2006

1 00%)

Fair values

The table below compares, by category, the book value and farr values of the Group’s and Company’s financial assets and liabihties

Group 30 June 2007 1 July 2006

Book value Fair value Book value Farr value

£°000 £°000 £'000 £000

Financing instruments
Short term borrowings (3,098) (3,098) (3,010} (3,010)
Long term borrowings {70,254} {70,254) (48,000} (48,000)
Short term recevables 8,246 8,246 6,870 6,870
Short term payables {22,571} {22,571) (15,614) (15,614)
Convertible loan stock {5,940) (5,940) {5,940) {5,940)
Provision for onerous leases (4,625) (4,625) {4,880) (4,880)
Cash at bank and in hand 4,463 4,463 - -
Denvative instruments
Interest rate hedges 1,450 1,450 - -
Interest rate swaps {41) (41} (442) (442)
Company 30 June 2007 1 July 2006

Book value Fair value Book value Farr value

£'000 £000 £000 £000

Financing instruments
Short term borrowings (3,000) (3,000) (3.010) (3,010)
Long term borrowings {70,000) (70,000) (48,000} {48,000)
Short term recevables 2,860 2,860 6,870 6,870
Short term payables {10,326) (10,326) {15,619) (15,619}
Convertible loan stock {5,940} {5,940) (5,940) (5,940)
Provision for onerous leases {3,984) {3,984} (4,880) (4,880}
Cash at bank and in hand 4,385 4,385 - -

Denvative instruments
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Interest rate hedges 1,450 1,450 -
Interest rate swaps {41) 41) (442)

(442)

The fair values of the loan notes and the interest rate swaps have been determined using the vield curve prevailing at the batance sheet date

Matunity of financial habiittes
The matunty profile of the Group’s financial habilities at 30 June 2007 was as follows

30 June 2007 1 July 2006
£'000 £000
In ane year or less 9,038 3,010
In more than one year but not more than five years 70,254
53,840
79,292 56,950
Liguidity nsk
At 30 June 2007, the Group had undrawn commutted borrowing facilities of £30,200,000 (2006 £39,200,000)
25 Provisions
Group Cnerous Deferred
leases taxation Total
£ 000 £000 £000
At 1 July 2006 4,880 19,026 23,906
Ansing on acquisihon of Old Orleans LLimited 700 2,762 3,462
New provisions charged to the income statement 2,440 - 2,440
Provisions released to the income statement (2,085) {1,069) {3,154)
Provision ansing on gain on hedge accounted derivative financial instrument - 4086 406
Utilised (1,310) - {1,310}
At 30 June 2007 4,625 21,125 25,750
Company Onerous Deferred
leases taxation Total
£ 000 £'000 £000
At 1 July 2006 4,880 19,057 23,937
Transferred to subsidiary undertakings - (18,476) {18,476)
New provisions charged to the income statement 2,440 - 2,440
Provisions reteased to the income statement {2,085) (36) (2,121)
Provision ansing on gain on hedge accounted derivative financtal instrument - 406 406
Utilised {1,251) - (1,251)
At 30 June 2007 3,984 951 4,935

Within onerous leases, £1,200,000 (2006 £800,000) 1s due to be utilised within one year withun the Group and £964,000 (2006 £800,000) s due to

be utihsed within one year within the Company

Onerous leases
Provision has been made for future lease commitments in relaton to several leasehold properties where the Group has ceased trading and

which

are now being marketed for disposal or which have been sub-let at rentals below the passing rent The provision compnses estimaltes of future
lease commitments and other outgoings including shortfalls in sub-let rental income Future cash outflows have been discounted at 7 5%, the

Group’s weighied average cost of capital

With the exception of the £700,000 provision ansing on the acqusition of Old Orleans Limited, the entire provision relates to properties that
compnise disconlinued operations

Deferred taxation
Deferred taxation provided in the accounts 15 as follows
Group Company
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Provided Provided Provided Provided
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£000 £000 £000 £000
Accelerated capital allowances 17,329 15,010 1,171 15,010
Other timing differences 352 (303) 314 (272)
Held-over gains 1,410 1,511 28 1,511
Rolled-over gainsflosses 2,034 2,808 (562) 2,808
21,125 19,026 951 19,057

26 Other non-current iabilities

Group Company

30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £ 000 £'000 E000
Lease incentives 1,991 2,095 - 2,095

27 Called up share capital

Group and Company

30 Jjune 2007 1 Juty 2006
£'000 £'000
Authonsed
125,000,000 {2006 125,000,000) ordinary shares of 5p each 6,250 6,250
Allotied, called up and fully paid
113,349,499 (2006 113,303,880) ordinary shares of 5p each 5,666 5,664
Movements of share capital were as follows
Number £'000
At 1 July 2006 113,303,880 5,664
Issued dunng the year 45619 2
At 30 June 2007 113,349,499 5,666

Each ordinary share cames equal voting nghts and 15 entitled to an equal share of distributable profits and repayment of capial

As at 30 June 2007, share options were outstanding as follows

1892 ESQT 1895 1996
Approved  Unapproved Approved
Share price Date Executive Executive Executive 1998 Restricted

Number Exercise at date Date of first Date of Share Opton  Share Option Share Option SAYE Share

of employees price of grant grant exercisable axpiry Scheme Schema Scheme Scheme  Scheme Total
3 182 Op 1885p 2704 99 27 04 02 261209 - - 17,500 - - 17,500
1 182 Op 188 5p 27 04 99 2704 02 261209 - 7,500 - - - 7,500
1 182 7p 1801p 221099 221002 211009 - - 10,000 - - 10,000
4 125 9p 127 8p 1204 00 1204 03 110410 - - 20,000 - - 20,000
1 125 9p 127 8p 1204 00 12 04 03 110410 - 10,000 - - - 10,000
12 162 Sp 160 3p 14 02 011 14 02 04 1302 11 - - 61,905 - - 61,905
3 162 5p 160 3p 14 02 011 140204 130211 - 32,554 - - - 32554
17 162 4p 161 5p 1302 021 130205 120212 - - 94,297 - - 94,297
7 162 4p 161 Sp 13 02 021 130205 120212 - 108,916 - - - 108,916
2 158 0p 156 Op 21 02 021 210205 200212 25,952 - - - - 25952
1 92 8p 1025 011102 011207 200608 - - - 1,061 - 1,061
6 67 7p 65 5p 12 02 032 12 02 06 110213 - 291,538 - - - 291,536
24 67 7p 6§35 5p 12 02 032 1202 06 110213 - - 166,823 - - 166,823
15 70 2p 72 5p 12 02 042 12 02 07 1102 14 - 488,453 - - - 488,453
34 70 2p 72 5p 1202042 12 02 07 110214 - — 249,165 - — 249,165
1 43 Qp 41 5p 02 11 044 021107 011114 - - 69,767 - - 69,767
3 43 0p 41 5p 02 11 044 02 1107 011114 - 1,830,233 - - ~1,830,233
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18 357p 630p 141204 140108 13 07 08 - - - 279,888 - 279,888

35 7p 690p 141204 140110 130710 - - - 92,626 - 92,626
1 92 9p 85 3p 17 02 052 170208 1602 15 - 139,935 - - - 139,935
33 92 9p 853p 2302052 230208 220215 - - 208,508 - - 208,508
16 85 5p 84 0p 23 02 052 230208 220215 - 157,492 - - - 157,492
1 92 9p 93 5p 14 03 052 14 03 08 130315 - - 32,310 - - 32310
1 92 9p 83 5p 14 03 052 14 03 08 130315 - 59,237 - - - 59,237
12 80 3p 855p 011205 010109 010609 - - - 51,227 - 51,227
3 80 3p 855p 011205 011111 061 - - - 26,463 - 26,463
77 Nl 85 5p 20 03 063 2003 09 1903 16 - - - - 527,000 527,000
1 NIl 733p 0310063 031009 021016 - - - - 217,391 217,391
117 Nl 106 5p 1903 073 190310 18 0317 - - - -1,011,4451,011,445
43 88 64 107 8p 010507 010510 011110 - - - 148,813 — 148,813
9 88 64 107 8p 010507 010512 011112 - - - 66,722 - 66,722
Total share options outstanding at balance sheet date 25952 3,125,856 930,275 666,8001,755,8366,504,719
Options exercisable at balance sheet date - 17,500 47,500 - — 65,000

Summary of performance cntena

1 Miumum grawth in earmings per share of RPI + 4% each year p a over a three year penod up lo year 10

2 Miumum grawth in eamings per share of RPI + 4% each year pa over a three year penod up to year 5

3 50% of an Award requires EPS growth of between RPI pius 4% p a (o RPI plus 9% pa over the three-year pencd from grant for tetween 30% and {(increasing on a straight hne basis) 100% of
thus part of the award to vest (1 ¢ between 15% and 50% of the folal award) 50% of an Award requires the Company’s Total Shareholder Return ("TSR } measured aganst the consttuents of
the FTSE SmallCap at grant 1o be between median 10 upper quartle over the lhree-year pencd from grant for between 30% and {increasing on a straight-ine basis) 100% of this pari of the
award 1o vest { @ between 15% and 50% of the lotal award) up to year 3 only The share pnce on 19 March 2007 was 107p

4 Ag part of the recruitment package for the Executive Chairman and Chuef Financial Officer Bob Ivell and John Leshe were granted opbons to subscnbe far erdinary shares in the Company
under the Company s 1956 Approved and 1995 Unapproved Executive Share Qption Schemes at an exercise pnce of 43p per share Exercise of such options 1s condiienal upan thresholds
being achieved {or TSR over the three year pencd ending with the Company’s financial year ending on or around 5 July 2007 {or earlier on a change of control of the Company)
For Bob Ivell whe was graated 1 050 000 Unapproved options 800 00C ophions will vest If TSR of 16p per share (s ach:eved and for every 5p achieved above 16p a further 25 000 options will
vast (up to the mamum 1 050 000 options 1n aggregate} For John Leslie whao was granted 69 767 Approved ophions and 780 233 Unapproved options all 69 767 Approved options and
580,233 Unapproved aptions will vest if TSR of 16p per share is achieved and for every Sp achieved above 16p, 20 000 Unapproved ophions will vest (up 1o the maximum 780 233 Unapproved
aplions in aggregate)
On the bass that the aclual exeraise pnce of the share oplions exceaded 35p per share Bob Ivell and John Leshe are both entitled to receive 3 cash payment of £61 000 each (being £8 000
per 1p intrease 1n such exercise pnce aver 35p up to 40p and £7 000 per 1p increase in such exercise pnce gver 40p up to 45p) Such payment 1s payable by the Company on 26 Qctaber 2007
{prowided that the indivdual 1s sult emplayed by the Company on such date) or if earlier on a takeover of the Company
The recruitmen awards detaed above were one off recruitment awards considered essential to attract these key indiwmduals o the Company

All opttons are to be settled In equity

Movements dunng the year in the number of share options were

1892
Weighted ESOT 1995 19986
average Approved Unapproved Approved
share pnce Executive Executive Executive 19988 Restncted
at date Share Option Shara Option Share Option SAYE Shase

of exercise Scheme Scheme Schems Scheme Scheme Total

At 1 July 2006 25,952 3,740,727 1,157,300 575,979 765,387 6,265,345

Granted - - - 218,946 1,230,836 1,449,782
Exercised

1812 06 85 5p - - - (12,841) - {(12,841)

020107 87 8p - - - (1,978) - (1,978)

120107 94 5p - - - {5,136) - (5,136)

120107 94 5p - - - {8,988) - (8,988)

180107 96 Op - - - {1,540) - (1.540}

310107 98 Op - - - (5,136) - (5,138)

020207 98 3p - - (5.000) - - (5.000)

020207 S% 3p - - (5,000) - - (5,000)

- - (10,000} (35,619) - (45,619)

Lapsed - {614,871) (217,025) {92,506) (240,387) (1,164,789)

At 30 June 2007 25,952 3,125,856 930,275 666,800 1,755,836 6,504,719

Since 30 June 2007, 69,545 options have lapsed and none have been exercised, no new options have been granted

28 Share-based payments
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The farr value of options has been calculated using a Black-Scholes model except where the award includes a market-based performance cntena,
for which a stochastic simulation model has been used 85% of the total number of options awarded in the reporting penod included a market-based
performance cntena (2006 88%)

During the year, options were granted over 1,449,782 shares of which 218,946 were granted at an exercise pnce of 88 6p per share and 1,230,836
were granted at an exercise price of nil pence per share At the date of grant the share pnce was 106 5p for 1,013,445 shares, 73 3p for 217,391
shares and 107 8p for 218,946 shares

The weighted average fair vatue of all options granted in the year was 83 Op per share (2006 76 3p per share)

The main assumptions used within the models dunng the year were

52 weeks 52 weeks

ended ended

30 June 2007 1 July 2006

Dividend yield 233% 2 33%

Expected volatility 42 50% 42 50%

Histonc volatility 42 50% 42 50%

Risk-free interest rate 477-527% 416-4 33%
Expected Ife of nghts

— 3 year SAYE 3 3 years 3 3 years

— 5 year SAYE 53 years 5 3 years

- other schemes 6 5 years 6 5 years

IFRS 2 requires the dividend yield to be based on the Company's histonc dividend yield However, as the Company has not pad a dividend since
2004 and given the sensitivity surrounding the indication of future dividend policy, the directors are of the opinion that the average dividend yield of
the FTSE All Share Travel and Leisure sector provides the better basis for the calculation Accordingly, 2 33% has been used in all calculations

Expected volablity 1s based on histonc volatiity, but given that vanous measurement periods returned volatity rates of between 39% and 45%, the
drectors have determined that 42 5% 1s an appropnate measure

Risk-free interest rates are based on the yield on UK Government treasury bonds with a matunty date approximating to the vesting date of the
option, as published in the Financial Times on the date of grant

The fair values of options calculated by each model has been further adjusted to reflect the lapsing of options as employees leave the business
pror to the vesting date The forward lapse rate reflects the histonical lapse rate for each specific population except where exceptional
circumstances have influenced the histonic rate Lapse rate assumptions vary between 0% for grants to directors to 94% for grants under the five
year SAYE option scheme

As the charge apples only to options i1ssued from 7 November 2002, the Board believes that analysing the charge by year of grant will enable users
of the accounts to better predict future charges

Charges relating to oplions granted an 52 weeks 52 weeks
ended ended

30 June 2007 1 July 2006

£'000 £ 600

2007 103 -
2006 28 111
2005 87 141
2004 76 79
2003 - (31}
294 300

During the year, 45,619 shares subject to a charge under IFRS 2 were exercised The weighted average share pnce at the date of exercise was
99 3p

29 Statement of changes in equity

The Company has taken advantage of the exemption order under the Comparues Act 1985 (s230) not to present its own income statement Of the
Group result for the financial year atinbutable to shareholders, profit of £50,140,000 (2006 £2,323,000) has been dealt wath in the financial
statements of the parent company

Caprtal reserve
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The investment 1n own shares relates to shares held under the following two arrangements

Employee Share Ownarship Trust

The holding compnses 126,200 (2006 126,200} shares with a market value at 30 June 2007 of £105,377 (2006 £105,693), of which 25,952 (2006
25,952) are held to satisfy options granted by the Company to certain employees {note 27) and 100,248 are lo be used for the Restncled Share
Scheme The trustees are permitted to acquire shares either by subscription or by acquinng shares in the market The Employee Share Ownership

Trust may be financed by loans or contnbutions from the Company or by the Company guaranteemng external loans

Restncted Share Scheme

The holding compnses 687,500 (2006 437,500) shares, the market value of which at 30 June 2007 was £574,063 (2006 £366,406}

Retained earnings

The Company’s retained earnings compnses £9,144,000 (2006 £3,955,000) of distnbutable earnings and £45,995,000 (2006 £nil) of non-
distnbutable earmings  The non-distributable earnings arose on the disposal of property, plant and equipment to subsidiary undertakings

30 Cash generated from operations

Group Company
52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended
30 June 2007 1 July 2006 30 June 2007 1 July 2006
£'000 £000 £'000 £000
Continuing operations
Net profit 6,792 4,090 50,682 4,674
Adjustments for
Taxation (644) 887 431 8§93
Depreciation 10,465 10,279 8,654 10,279
Brand and franchise amortisation 237 - - -
Impairment provision - 4,995 - 4,995
Loss/{profit) on disposal of property, plant and equipment 206 28 (45,789} {550)
Exceptional items 1,730 579 555 579
Interest iIncome (120) {208) {(120) (206)
Gains ansing on interest rate swaps (401) {850) {401) (850)
Interest expense 5,859 5,030 5,843 5,030
Share-based payments 294 300 294 300
Lease premwums 143 143 118 143
24,561 25,275 20,267 25,287
Changes in working capital
Increase in inventories (119) {293) (1,770) {293)
{Increase)/decrease in trade and other recewvables (548) (1,012) 3,969
(1.024)
Increase in trade and other payables 3,483 299 4,316 299
Cash generated from continuing operations before exceptional items 27,377 24,269 26,782
24,269
Cash outflows resulting from exceptional tems (1,645) (378) (676) {378)
Cash generated from continuing operations 25,732 23,891 26,106 23,891
Discontinued operations
Net loss {1,910} (2,351} (542) {2,351)
Adjustments for
Taxation (128} {374) (128) (374)
Impairment provision 1,368 - - -
Loss on disposal of property, plant and equipment 242 367 242 367
Onerous lease provisions — new 2,440 2,065 2,440 2,065
Onerous lease provisions — releases {2,085) - {2,085) -
(73} (293} (73) (293}
Changes in working capital
Decrease in inventones 1 2 1 2
Decrease tn trade and other recevables a1 57 41 57
Increasel{decrease} in trade and other payables 2 (47) 2 47}
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Cash outflows from discontinued operations before exceptional items (29) {281} (29)

(281}
Cash outflows resulting from exceptional items {1,264) {510) {1,264) {510}
Cash outflow from discontinued operations (1,293} {791) (1,293) {791)
Cash generated from operations 24,439 23,100 24,813 23,100

31 Reconciliation of net cash flow to movement in net debt

Group Company
52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended
30 June 2007 1 July 2008 30 June 2007 1 July 2006
£'000 £000 £'000 £000
Increase/{decrease) in cash in the penod 4,473 (4,664) 4,395 (4,664)
Cash (inflow)outflow from {(increase)decrease in loans (22,000) 12,196 {22,000) 12,196
(Increase)reduction in net debt resulting from cash flows (17,527) 7,532 {17,605} 7.532
Loans acguired with subsidiary undertakings {250} - - -
Finance leases acquired with subsidiary undertakings {134} - - -
Repayment of finance leases durning the penod 32 - - -
Other non cash changes — amortisation of arrangement fees (268) 873 (268) 873
Net debt at 1 July 2006 and 2 July 2005 {56,137) (64,542) {56,137) (64,542)
Net debt at 30 June 2007 and 1 July 2006 {74,284) {56,137) {74,010) {56,137)

Prepaid bank loan faciity arrangement fees of £605,000 (2006 £873,000) have been set off against the net debt figures

32 Commitments under operating leases
The Group and the Company had commitments under non-cancellable operating leases as follows

Group 30 June 2007 1 July 2006
Property Other Property Other
£:000 £'000 £000 £'000
Within one year 15,925 180 12,189 g9
In two to five years 63,862 573 49,143 230
After five years 263,464 - 227,641 -
343,251 753 288,993 329

Company 30 June 2007 1 July 2006
Property Cther Property Other
£'000 £'000 £000 £000
Within one year 776 180 12,189 99
In two to five years 3,581 573 49,143 230
After five years 13,319 - 227.641 -
17,676 753 288,993 329

The Group has 86 trading venues and the Company has four trading venues, which are subject to operating leases The Group has 46 venues
which have leases of hetween 20 and 35 years, whilst the Company has three Other operating leases are for motor vehicles, which are subject to
five year leases

33 Related parties

Brandas:a Limited

On 14 December 2006, Regent Inns plc lent Brandasia Limited £500,000 under a convertible loan arrangement This amount remained outstanding
at 30 June 2007 The convertible loan entitles Regent Inns plc, at any ume, to convert the whole or part of the loan into ordinary shares of
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Brandasta Limited at the conversion rate of 2 5 ordinary shares of 10p each for each £1 of convertible loan

On 31 March 2007, Russell Scott the Group’s Managing Director — Operations, transferred his 92% shareholding in Brandasia Limited io Regent
Inns plc for £ni1l consideration

Corporate restructuring
On 27 Apnl 2007, Regent Inns plc lent £137,466,635 to its wholly owned subsidiary, Regent Inns Finance Limited, which amount remamed
outstanding as an inter-company balance at 30 June 2007

On 27 Apnl 2007, Regent Inns Finance Linuted lent £6,216,635 to Old Oreans Limited (a fellow wholly-owned subsidiary}, £112,500,000 to Regent
Inns Walkabout Limited {a fellow wholly-owned subsidiary} and £18,750,000 to Regent Inns Bar Risa Limited (a fellow wholly-owned subsidiary)
under inter-company convertible loan note arrangements, which amounts remained outstanding as inter-company balances at 30 June 2007

On 27 Apnl 2007, Regent Inns plc sold its Walkabout venues to Regent Inns Walkabout Lirmited for £150,000,000 and its Jongleurs and Bar Risa
venues to Regent inns Bar Risa Limited for £25,000,000 as well as lending those companies £37,500,000 and £6,250,000 respectively, Regent
Inns plc was owed £31,311,991 and £5,770,502 by Regent Inns Walkabout Limited and Regent inns Bar Risa Limited respectively at 30 June 2007

On 27 Apnl 2007, Old Orleans Limited repaid a loan of £6,216,635 to Regent Inns plc and at 30 June 2007 had an inter-company balance owing to
Regent Inns plc of £1,781,770

Key management compensation
Key management personnel, other than executive and non-executive directars, compnses heads of department and operational area managers
Their aggregate remuneration amounted to

52 weeks 52 weeks

ended ended

30 June 2007 1 July 2006

£000 £000

Salaries and other short-term benefits 1,289 1,016
Pensions 66 52
Share-based benefils 57 78
1,412 1,148

Other
Regent Inns plc paid rent to its wholly-owned subsidiary, Swanarch Limited of £nil (2008 £17,319) The inter-company balance owing to Swanarch
Limited at 30 June 2007 was £330,307 (2006 £330,307)

34 Capital commitments
Amounts contracted but not provided for in the financial statements of both the Group and Company amounted to £807,000 (2006 £2089,000}

35 Post balance sheet events
On 17 August 2007, a discontinued operations asset held for resale with a carrying value at 30 June 2007 of £511,000 was disposed of for a
neghgible profit

36 EBITDA - before exceptional items
Earnings before interest, tax, depreciation and amortisation (‘EBITDA') 1s derived as follows

52 weeks 52 weeks
ended ended
30 June 2007 1 July 2006
£°000 £ 000
Continuing operations
Qperating profit before exceptional items and brand amertisation 13,651 14,553
Depreciation 10,465 10,27¢
Amortisabon of franchise fees 8 -
EBITDA hefore exceptionals — continuing operations 24,124
24,832

Dhscontinued operations
Qperating loss hefore exceplionals (73) (293)
Total EBITDA before exceptionals 24,051 24,539
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Five year summary

IFRS IFRS IFRS UK GAAP UK GAAP
52 weeks 52 weeks 52 weeks 52 weeks 52 weeks
30 June 2007 1 July 2006 2 July 2005 3 July 2004 5 July 2003
£°000 £000 £000 £'000 £ 000
Revenue 148,927 127,641 131,272 122,667 110,757
Operating profit* 13.651 14,553 16,437 18,301 20,002
Interest payable and similar charges (5,859) (5,030) (5,852) (6,085} (6,201)
interest recevable 521 1,056 149 79 559
Profit before goodwsll amortisation,
exceptional items and brand amortisation 8,313 10,579 10,734 12,295 14,360
Goodwall amorhsation - - - (431) (431)
Exceptional items
— Sales of property, plant and equipment {206) (28) 57 - 1,001
— Fundamental reorganisation - - - (17,174} -
— Impairment provision - (4,995) - - -
- Other (1,730) {(579) (4,291) - -
Brand amortisation {229) - - - -
Taxation 644 (887) (164) (381) (4,045)
Profit from continuing operations 6,792 4,090 6,338 (5,691) 10,885
Discontinued operations
Loss on trading activities (51) (205) (728) (1,905) 1,207
Fundamental reorganmisation - - - - (9,870}
Impatrment provision {1,368) - - - -
Onerous leases (249) (1,779) - - -
Loss on sale of property, plant and equipment (242) (367) (160) - -
Loss from discontinued operations {1,910) (2,351) (888) {1,905) (8,663)
Profit/(loss) for the penod attnibutable to equity shareholders 4,882 1,739 5,448 {7,596) 2,222
Dividend - - - {2,044) (4,695)
Profit/{loss) retained for the year 4,882 1,739 5,448 {9,640) (2,473)
Dividend - - - 182p 518p
Dividend cover* (note 1) - - - 36 21
Interest cover* (note 2) 25 36 27 28 34
Earnings per share* (note 3) 75p 7 5p 7 8p 72p 11 0p

* Befare goodwill amorlisation exceplional items and brand amorusauon

Notes

1 Dmvcdend cover s calculated as lhe numoer of imes the dwidend payable i1s covered by profit after taxabon

2 Interest cover 1s calculated as the number of imes nel interest payable 1s covered by total Group operatng profit before goodwill amarbisation exceplional items and brand amart:sation
3 Earnings per share 15 calculated by diwding total Group retained earnings before goodwill amortisation exceptional iterms brand amoertisation and profit/{loss} on sale of property plant and
equipment net of taxation thereon divided by the basic weighted average number of shares in 1ssue dunng the penod
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Shareholder information

Further copies of the Annual Report and financtal statements are avallable from the registered office and can be downloaded from the Company’s
website www regentinns co uk

The Company's share pnce i1s quoted In the Financial Times, The Times, The Daily Telegraph, the Daily Mail and the London Evening Standard
each day More regularly updated information 1s available from the Financial Times Ciyline premium rate telephone service on 0906 843 2190

A low cost Telephone Share Dealing Service has been amanged with Stocktrade which provides a simple way for buying or selling Regent Inns ple

shares Basic commussion s 0 5% on sales values up to £10,000, reducing o 0 2% thereafter (subject to a mimimum commussion of £15) Sales are
carned out on a 10 day settlement basis with purchases on a five day basis When purchasing shares, payment must be made by debit card at the

time of dealing For further information ptease call 0845 601 0995 and quote reference Low Co117

A computensed systern for setling sales and purchases of shares ‘CREST’ operated for the Company’s shares dunng the year It s a voluntary
system which enables shareholders, if they 50 choose, to hold and transfer shareholdings electronically rather than in paper form Shareholders
wishing to retain their paper certificates continue to be able to do so

Shareholders Sharehotdings

Shareholdings as at 30 June 2007 No % No %
By shareholders
Drrectors and connected persons 5 028 158,193 014
Individuals and trustees 1,418 7953 10,183,836 898
Insurance companies, investment trusts, nominees, banks and pension funds 318 1783 101,831,607 89 84
Limited companies and other institutions 42 236 1,175,863 104

1,783 10000 113,349,499 100 Q0

Sharehalders Shareholdings

Shareholdings as at 30 June 2007 No % No %
By shareholdings
Up to 500 494 27 94,395 008
500 to 1,000 251 14 08 197,962 018
1,001 to 5,000 510 28 60 1,247,059 110
5,001 to 10,000 185 10 37 1,375,151 121
10,001 to 50,000 221 12 39 4,411,340 389
50,001 to 100,000 39 219 2,896,428 256
100,001 to 500,000 44 247 10,759,966 949
500,001 to 1,000,000 1 062 8,272,666 730
1,000,001 and above 28 157 84,084,532 7419

1,783 10000 113,349,499 100 Q0
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Advisors

Registrars

Capita IRG

Northern House
Woodsome Park

Ferry Brnidge
Huddersfield

West Yorkshire HD8 OLA

Auditors
PrnicewaterhouseCoopers LLP
1 Embankment Place

London WC2N 6RH

Financial Advisors

Dawnay Day Corporate Finance Limiled
17 Grosvenor Gardens

London SW1W 08D

Bankers

Barclays Capital

5 The North Colonnade
Canary Wharf

London E14 4BB

The Royal Bank of Scotland PLC
280 Bishopsgate
London EC2M 4RB

Bank of Scofland
Bishopsgate Exchange
155 Bishopsgate
London EC2M 3YB

West LB AG
Woolgate Exchange
25 Basinghall Street
London EC2V SHA

Stockbrokers

Panmure Gordon (UK) Limited
Moaorgate Hall, 155 Moorgate
London EC2M 6XB

Soficitors

Lawrence Graham LLP

4 More London Riverside
London SE1 2AL

Financial Calendar

Annual General Meeting
3 December 2007

Announcement of 2008 interim results
February 2008

Anncuncement of 2008 final results
September 2008

Company Information
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Secretary and Registered Office
Claire Yarlett FCIS

Rowley House

South Herts Office Campus
Elstree Way

Borehamwood

Herts WD6 1JH

Company Number
1973490
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Head Office

Rowley House

South Herts Office Campus
Elstres Way

Borehamwood

Herts WD6 1JH

Tel 020 8327 2540
Fax 020 8327 2541

www regentinns co uk
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