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The Restaurant Group plc operates 284
branded restaurants predominantly in leisure
locations and airports. Its primary brands
are Frankie & Benny’s, Chiquito, Garfunkel’s
and Blubeckers.
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Operating and financial review
Highlights

* Incorporating strong 2nd half
year sales, total like-for-like
sales were +5% for 2006

» Further good progress in
margin growth with adjusted
operating profit margin
increasing 140 basis points
t0 12.5%

» Cash generated from
operations up 14% to £63m

* Results are stated excluding non trading tems and excluding the
results of Deep Pan Pizza n the pnor year comparatives Further
information is prowvided in note 2 of the financial statemeants

Adjusted EBITDA (£m) Adjusted profit before tax {Erm)

+11.3%

Adjusted EBITDA

Adusied EBITDA grew by 11 3%

in 2006 reflecting the strong cash
generative performance of the business

+18.5%

Adjusted profit before tax
Following on from a 21% increase in
20085, this 1s a very satisfactory result
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Leisure (235 units)
Frankie & Benny's {139 untts)

> EBITDA and operahng
profit grew more than 20%

» 25 new uniis opened
dunng 2006 including
nine Little Frankse's

» Retumns from new units
compare favourably with
earller years' openings

» Strong pipedine with
15 - 20 to open in 2007

Chiqurto {45 urits)

> Highest like-for ike sales
and operating profit growth
in the Group

> EBITDA +38%, operating
profit +44%, operatthg profit
margm up 120 basis pomnts

> 11 new restaurants opened
dunng 2006

> 5 =10 new restaurants to
open in 2007

Garfunkel's (29 units)

» Strong like-for hke sales,
operating profits up 15%

» Operating profit margins
up 140 basis ponts

> Refurtishment programme

delivenng strong sales growth

Adjusted EPS (p)

+26.6%

Adjusted earmings per share
Adusted earnings per share increased
by 26 6%, ewvidence of the success

of the focused Group

Blubeckers (22 uruts)
» Strong like-for ke growth

> Five units opened mn 2006,
ncluding one conversion

> Pipeline building with 5-10
new units to open in 2007

Concessions (49 units)
> Very pleasing performance

> Sold hke-for hke performance
and siX New openings
increased sales 21%

» EBITDA +23%, operating
profit +24%, operating profit
margn up 40 basis points

> Between two and five new
concessions for 2007,
building work for Terminal 5
to commence in 2007

Current trading

> Uike-for like sales for
the first nine weeks +5%

Dhadend per share (o)

+20.3%

Proposed full year ordinary dividend
The Directors propose a final dvidend
of 4 @5p per share to be paid on

4 July 2007 making the full year
dividend 6 Q0p per share
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At a glance s Reper 2006

> Our locations > Frankie & Benny's

Scotland 27

13 Frankie & Benny's
04 Chiquito

08 Garfunkel's

01 TRG Concessions

North East 26
18 Franke & Bennys
06 Chiquilo

02 THG Concessions An unbeatable combnation

of ¢lassic Amencan &
traditional Itahan dishes

Midlands 25 Armong the most popular family
g? (Fgrr?niﬂe & Benny's restaurant brands in the UK
quitd P
03 TRG Concessons today, Frankie & Benny's now
trades successfully in leisure,
retal and airport locations
nationwide It remains a
East 35 favounte with famihes, couples,
;g (Fzrsnhe & Benny's frrends and business diners
Iquito 1
03 Blubechers & Edwinns Frankie & Benny's bnngs

together the best of classic
Amencan ltalan style cuisine
Alongside favountes ncluding
London 24 char gnilled burgers, steaks,

11 TRG Concessions

01 Franke & Benny's
01 Chiquito

19 Garfunkel's

03 TRG Concessions

pizza and pasta are house
specialties such as chicken
parmigizna, BBQ nbs and

seafood dishes Inside, Frankie
& Benny's has the atmosphere

South East 78 of a favounte family run
25 Frankis & Benny's restaurant From the clear view
09 Chiguito of the open kitchen o the bottle

19 Blubeckers & Edwinns

25 TRG Concessons lined bar, It takes you back to

1950's New York Take a seat
in a cosy booth and look at the

North West 34 Wales 08 South Waest 16 famity snapshots showing life
21 Frankee & Benny's 04 Frankie & Bennys 10 Frankie & Benny's in the Lower East Side of the
09 Chigutto 02 Chiquito 05 Chiguito Big A Music | !
04 TRG Concessions 01 Garfunkel's g Apple Music is dlassic 50

American swing With more
than 130 cutlets across the
UK, Frankie & Benny's delvers
a family restaurant appealing
and famuhar to everyone

fn addiion the Group operates 3 restaurants outside the UK

Growing
our brands 20

new restaurants

Frankie & Bernys cpened 25 new
restaurants N 2008 (includng nine
Little Frankie’s) and will open

a further 15 20 in 2007



> Chiquito

The best of traditional
Mexican and Tex Mex cuisine

With its unique blend of sizzling
food and ceooling margantas,
Chiguito takes you across the
Rio Grande! Now with well over
40 outlets, Chiquito features

a sunny, spicy extravaganza of
Mexican cutsine, tasty Tex Mex
and classic American favountes,
all served In a fun and Ively
atmosphere There are burntos,
chili, nachos, wraps and
meatballs - never forget the
farmous sizzling fajtas, smoking
on a red hot skillet! Or you can
overload on Texas BBQ nbs,
Jjuicy burgers or steaks The
Kids' Menu offers a wide range
of {less spicy) dishes for
children that are tasty and
nutritious, ensuring that
Chiquito appeals to all ages
The bar showcases signatura
margaritas, classic tequitas and
cocktals alongsids refreshing
Ice-cold beers and soft drinks
Cantina inspired intenors and
Ively Latin Amencan music add
to the atmosphere, whether you
visit for lunch, a lazy afternoon,
an exciting evening, a farmly
party or fiesta occasion!

+44%

INcrease N
operating profit
Chiguito saw the highest rate of growth

n the Group for Lke for like sales and
operating profits

> Blubeckers

Friendly people serving
fresh food in delightful
surroundings

Frendly, professional service
from the moment you arrnve,
ensunng that all your needs
are taken care of Qur chefs
are busy, from early each
morning to the last pudding
of the night, preparing
fantastic food using the best,
freshest ingredients we can
find The menu combines
tradimonal favountes with
contemporary influences
Seasonal & local specials
regularly feature, but our
signature burger and nbs
have been there since Day 1!
Blubeckers mixes the best of
the past with the best of the
present to create a relaxing,
welcoming restaurant for
every day

Edwinns Brassengs are

known for attentive service
and creative menus featuring
traditional English food with

a contemporary twist Taken
together, Blubeckers and
Edwinns provide TRG with a
platform to develop into an area
of the eating out market which
15 set to appeal to an Ncreasing
number of customers

+5

new restaurants

Added to cur Blubeckers and
Edwinns portiolio
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» Garfunkel's

Legendary & Loved

How many restaurant brands
have traded successfully in
the UK's most competitive
locations for more than 25
years? Garfunkel's provides
the reassurance of a familiar
face, well known for its quality
of service, great menu choice
and affordable prnices The
meny features favourite
dishes from around the globe,
including a range of steaks,
burgers, pasta, chicken, grilis,
omelettes and the famous
salad bar Whether you want
coffee and a pastry, breakfast,
unch, a ight snack, afternoon
tea, dinner or just a relaxing
dnnk while you watch the world
go by, you will always receve a
warm welcome at Garfunkel's

2(

years and
still iImproving
Still popular and successful after

27 years Garfunkel's saw ncreased
revenues and profits in 2006

> TRG Concessions

Qur Concessions division has
an estabhshed reputation for
its ability to delwver catenng
solutions across a range of
market sectors

Operating in the UK's busiest
airports and shopping centres,
TRG Concessions has over

15 years of expenence with a
diverse brand portfohio covering
a wide range of market sectors
including table senvice, counter
service, sandwich shops, pubs
and bars Using existing TRG
brands, creating entirely new
brands and establishing
partnerships to franchise with
third parties, we are establishad
operators delivenng excellence
through a ¢lear understanding
of the unique trading patterns
within these specialised areas
Currently operating at seven
major UK airports, and within
shopping centres and ralway
stations, our Concessions
Dmsion 1s creating new and
exciting dining expenences

We are a market leader n this
exciting sector

+24%

operating profit growth
in Concessions

Despite challenging operating condrions,

the Concessions team delivered an
impressive 24% growth in operating
profit n 2006
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Chairman’s statement

“2006 was, in many ways,
a watershed year for The
Restaurant Group - the first
full twelve months of trading
in its new form. These results
demonstrate the strength and
potential of our business and
our brands.”

Alan M, Jackson
Chairman

Prospering in a
challenging marketplace



| am delighted to report that the Group has enjoyed ancther
successful year of profitable growth 2006 was, in many ways,
a watershed year for The Restaurant Group - the first full twelve
months of trading in ts new form You will recall that 2005 was
a year of considerable change for the Group on the corporate
front, as we continued to direct our focus away from the
increasngly crowded high street marketplace and positioned
owr business firmly in the out of town segments of the eating
out market This was in Ine with our strategy of focusing on
markets with distinct barmers to entry, good growth prospects
and high returms on investment The impact of these changes
I1s clear to see in this set of results

For 2006 we delivered a like for like sales increase of 5% which
was a fantastic performance As a result, our adjusted profit
before tax grew by 19% on the pnor year In addtion, our strong
cash generation enabled the Group to add 47 new restaurants
(including rebranding former DPP units) to its portfolio during the
year, taking the total number of autlets to 284

Building on a strong first half performance we made further good
progress dunng the second six months to produce excellent full
year results Full year adjusted pre tax profit increased by 19% to
£35 0m {2005 £29 Sm) with turnover from our principal trading
brands increasing by 24% to £308 7m (2005 £248 8m) Adjusted
earnings per share mcreased by 27% to 11 50p (2005 2 08p)

As a result of this excellent performance the Board 1s
recommending an increased final dvsdend of 4 95p per share
(2005 3 84p), an increase of 29%, gving a total dividend for
the year of 6 00p (2005 4 75p) per share Subject to approval
at the Annual General Meeting, the final dvidend will be payable
on 4 July 2007 to sharsholders on the register on 8 June 2007
and the shares will be marked ex dwvidend on 6 June 2007 As
detalled n iy intenm staternent, we alse pad a special dwvidend
of £34 8m during the first half of the year

Our Lessure Division which incorporates Frankie & Benny's,
Chiquito, Blubeckers and Garfunkel's enjoyed another excellent
year, recording a 27% increase in operating profit All of the
brands delivered strong like for ke growth dunng 2008 and we
look forward to a continuation of this trend in 2007 Duning the
year we opened 41 new restaurants in this dvision and we expect
to open approximately 30 more units N the Leisure Division during
2007 Our new openings are performing well and we continue to
enjoy high levels of return on investment The performance of

our co-located units (Frankee & Benny’s and Chiquito) has been

particularly pleasing and we believe that there 1s scope to continue

this pattern of dual roll out

* Results are stated excluding non trading stems and excluding the resalts of Deep Pan
Pizza in the pnor year comparatves Further information is provided in note 2 of the
financial statemnents

+5%

Iike for like sales growth

Our like for ke sales growth is a key
perfarmance indicator and this growth
demonstrates the continuing appeal
of our brands

The Restaurant Group plc
Annual Report 2006
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Cur Concessions Division defivered a ternfic set of results with
operating profits for this division increasing by 24% Aganst a very
challenging backdrop for parts of 2008, this was an ouistanding
performance We opened six new units dunng the year and we
are pleased with the initial performance This year we expect to
open a further 2 5 new units In the Concassions Division

During 2006 we concluded the conversion programme for 13

of the DPP sites which we acquired in early 2006 and the results
from these have been pleasing The remaining sites have been, or
will be, sold or closed Although the performance of our associate
company, Living Ventures, was disappointing we are encouraged
that the actions being taken by ther management are beginning
to impact positively on performance Notwithstanding this, we
have made a provision of £9 5m agamnst our carrying value of the
loan note, which has no cash impact, following an imparrment
review of our investment and loan note

Dveralt, this 1s an outstanding set of resuits and demonstrates
both the strength and potential of our business and its brands
Howsver, none of this would have been possible without the hard
work and dedication of cur sericr management team and staff
We have a fantastic team at The Restaurant Group and on behalf
of the Board | would like to thank them all for ther valued
contribution over the past year

We have started the current year well, with ke for ke sales
for the first nine weeks 5% ahead This year our target will
be to open 30 35 new restaurants, we will be seeking to
delver further improvement in margins and our people will be
looking to match or exceed the expectations of our customers
and shareholders

| am confident that we will continue to make further good
progress durng the coming year

Alan M Jackson
Chairman
4 Apnl 2007

Frankie & Benny's Gunwharf Key
A real jewel in the crown

Blubeckers, Sevenoaks
The latest addition to the estate
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Chief Executive Officer’s heru Rt 2000
review of operations

“2006 was a very satisfactory
year for The Restaurant Group
with earnings increasing by
27% on the previous year.
Our strategy is designed
to deliver sustainable and
growing cash flows combined
with consistently high returns
on investment and these
results reflect that.”

Andrew Page
Chigf Executive Officer

Focused on
our core business



Introduction

The Restaurant Group (“TRG") performed strongly throughout
2006 with the benefits from the strategic repositioning undertaken
dunng the previous year evident in all of our key performance
metncs All of our businesses performed well, delvering 2 19%
increase 0 adjusted profit before tax We have also made further
good progress In terms of margin growth with a 140 basis pont
mcrease N our operating profit margin: This improvement resulted
from, inter alia, increased trading levels, dnving further economies
through scale, enhanced operating practices and other Group
Intiatives to iImprove efficiency

Our core objective continues to be growth in shareholder value
and the strategy we have deploved 1o acheve this 1s to buld a
business capable of delivenng long term, sustainable and growing
cashflows Cash generation ts a key area of focus for the team

at TRG and | am delighted that we have, agan, converted our
profits into cash at a very healthy rate and that both earnings

and operaiing cashflow per share have grown strongly

Our model! for generating value 1s straightforward and robust
It has five key components, as follows

> 1 Strong underhang iike for ke profit growth from aur
extsting estate through focusing on our customers and
as a result of iniiatives to secure further operational
improvements and efficiencies,

» 2 Incremental profit improvermnents through econormies of scale,

» 3 Clear and sustainable conversion of those growing profits
o cash,

>4 A new unit roflout programme funded from those internalty
generated cashflows, and

> 5 Consistently tugh returns from those new openings,
significantly ahead of our cost of capital, to generate
further growth n profits and cashflow

* Results are stated excluding non frading rems and excluding the results of Deep Pan
Pizza in the pror year comparatives Further information 1 prosded in note 2 of the
financia) statements

+10%

ncrease N revenue
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This virtuous circle enables the Group to continue its growth in
a predominantly organic and value-accretive way The quality
of our cashflow I1s a distinctive feature of TRG's model, with
our busingsses occupying leading posttions within our chosen
market segments Since the beginning of 2006 owr focus has
been on markets away from the high streets, concentrating on
edge of town, out of town, rural, sem rural and concessions
locations We believe that these segments have distinct bamers
to entry, offer the opportunity for significant further growth and
enable us to generate tugh returns Going forward we intend to
continue our devslopment along these lines

All of the key performance metncs improved during 2008

> A 5% increase in like for like sales ~ the bulk of which was as
a result of more customers using our restaurants as opposed
to price or spend Increases — combined with our new cpenings
resulted in turnover increasing by 10%,

» Adjusted EBITDA increasing by 11% and adjusted operating
profit Increasing by 23%, and

> Margins improved at both divisionat and group levels with
our Group operating profit margin nsing by 140 basis pomnts
to 12 5% — a very satisfactory result particularly against
the background of a 80 basis point operating profit margin
improvement in the previous year

Agamn, the increase 1n profit was the product of three
principal components ~ like for ike profit increases from
the existing estate, profitable contribution from new
openings and further cost savings from purchasing inatives
and operational improvements and efiiciencies This
combination represents a healthy background to our
continuing profitable development

2.50m

children’s meals served
In Frankie & Benny’s

>2/m

customers served
n 2006

We continue to sée more customers
using our restaurants Hoth in new sites
and existing units
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Chief Executive Officer’s
review of operations
continued

Frankie & Benny's
Trafford Centre by night
Chiguito Castleford
An extensive back barl
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Leisure

» Total tumover £236 3m
> Profit £50,7m
> Operating margin 21 5%

» Frankie & Benny’s
2 139 units

Frankie & Benny’s had an excellent year wath both EBITDA

and profit growing by more than 20% The brand delivered
strong growth in like for like sales and yet again produced
further growth in both EBITDA and operating profit margms
This brand forms a key part of TRG's future plans for growth
and it 18 encouraging that we were able to open 25 new units
during 2006 Of these, 11 were conversicns of former Deep
Pan Pizza sites, nine of which are branded as “bLittle Frankie's”,
a dervative concept of Frankie & Benny's designed to operate
on a smaller footpnnt than a standard Frankie & Benny's
restaurant The performance of the new openings has been
very good and it 15 particularly encouraging to see that the
returns from the new Frankie & Benny's are consistently high
both In absolute terms and also, very importantly, In companson
with the returns denved from earher vears' openings This gives
us much confidence for the future as we look to continue our
rollout at a rate of 15 20 new Frankie & Benny's restaurants
par annum Our pipeline of new sites Is strong with good
visibility on rollout to the end of the decade

Leading positions
within our chosen
market segments



> Chiquito
> 45 units

2006 was another good year for Chiguito with the highest

lke for ke sales and operating profit growth within the Group
EBITDA increased by 38% and operating profit was up 44%
Margins also improved significantly with the EBITDA margin up
90 basis points and operating profit margin up 120 basis points
Against a background of significant profit growth and margin
enhancement In 2005 this 1s a ternfic performance and one that
the Chiquio team are keen to buld on in 2007 Dunng the year
we opened 11 new restaurants and we are expecting to open

5 10 new restaurants in the current year, a rate which we expect
to mantamn for the next few vears Retumns from the new openings
are good and this gives us confidence as we grow this brand
We are particularly encouraged by the performance of our
restaurants co located with Frankie & Benny's and we will
continug to pursue dual rolt out opportunities

> Blubeckers
> 22 units

2006 was the first full year of operating Blubeckers within TRG
and we are encouwraged with the results Blubeckers delivered
strong growth In Iike for ke sales and delivered a very good levet
of EBITDA and operating profit Dunng 2006 Blubeckers became
fully ntegrated into TRG and since June we have begun to roll
out new Blubeckers restaurants We added five new units during
2006, one of which was a corversion of a Garfunkel's restaurant
w Cambridge

We are encouraged by the performance of these new sites
where typically the bulld up in trade takes longer (approximately
two to three years) than it does for our other brands We expect
to earn good returns from these new openings and this has
encouraged us to step up the openings programme n 2007

to 5 10 new restaurants Blubeckers Is well placed to benefit
from the trends towards increased eatng out and 1ts widespread
appeal across most socio economic and age groups makes it
particularly attractive to much of the UK population

+25%

growth in revenue in
our Leisure division
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» Garfunkel's
> 29 units

Garfunkel’s produced a very solid performance dunng 2006 with
operating profits up by 15% It enjoyed strong ke for ke sales
growth and delivered significant improvements m margmns with
the operating profit margin increasing by 140 basis points

Durnng the second half of 2006 we commenced a refreshment
and refurbishment programme within Garfunkel's The first site
to undergo these changes was our restaurant at Northurnbertand
Avenue followed by the unit at Irving Street The results have
been extremely pleasing with strong growth in sales and a
widening of the customer base We ars currently planning to
refresh and refurbish approximately 10 sttes dunng 2007 and
we anticipate that this wilt deliver a significant level of incremental
cashflow at each site to generate very satisfactory levels of
return on investment In December 2006 a former Deep Pan
Pizza site on Oxford Street was converted nto a Garfunkel's
and we are pleased with its performance since opening

Garfunkel’s Northumberand Avenue
The first of the new look

Blubeckers, Qdiham
A stunring venue loved by all
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Chief Executive Officer’s
review of operations
continued

Garfunkel's Norwich
The Dining Terrace
Est Bar Dell
Heathraw Termmma) 4
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Concessions
» 49 units

> Total turnover £72 5m
¥ Profit £11 1m
» Operating margin 15 3%

Our Concessions business faced some very challenging
operating condttions for parts of 2006 The increasing focus on
arport secunty inthated by the Department of Transport durng
the first quarter followed by further disruption dunng the summer
rmeant that our Concessions team at the major UK airports faced
some demanding conditions Our team responded superbly to
produce a very satisfactory set of results

Solid like for ke sales growth together with a contnbution from
the six new openings delivered a 21% increase n tumaover, and
EBITDA and operating prafit growth of 23% and 24% respectvely
It 1s particularly pleasing to report that both EBITDA and operating
profit margns grew, by 20 and 40 basis ponts respectively

Our six new openings included three sites at Brmingham arport
and a new unit at Victona Stabon We are pleased with the
performance of these new sites and we anticipate opening
pbetween two and five new concessions units mn 2007 We
recently announced that we have won concessions for four
new units at the new Terminal 5 at Heathrow, bultding work

will commence dunng 2007 and the units are scheduled to open
in March 2008 We are delighted to have secured these sites
and to be able to participate in this landmark UK airport project

Strong finances,

great team,

focused strategy



Non core brands and associate

During the year losses from non core actmties nereased from
£0 9m to £2 Om This largely reflects the workout from the old
Deep Pan Pizza estate We anticipate a signficant reduction in
these losses gomg forward

Losses from our investment in Living Ventures amounted to
£0 9m and the returns from this INvestment have fallen below
our expectations at the hme the investment was made in March
2005 However, we are encouraged that the actions intiated
by therr management dunng 2006 are now starting to yield
some bensfits and we are looking for further improvement
durning 2007 Nevertheless, in the ight of the recent poor
performance of this investment we have carned out an
assessment of its balance sheet carmying value and concluded
that 1t 1s appropnate to make an impamment prowvision for the
amount of £9 5m Further detalls are contained in the Group
Finance Drrector's review

Corporate

During 2006 we completed the transfer of all of our operations
and admirestrative functions into one site In Borough, London
This exercise ran very smoothly and was camed out in a haghly
professtonal manner by our people The positive impact of
bringing everyone together as one team s already very evident
and | am confident that we will continue to derve further benefits
in the future

Market dynamics and economic backdrop

The prospects for the UK eating out market look favourable
on both short and medium tenm bases Socio-economic factors
such as an ageing population, more females in work and levels
of disposable income significantly higher than for previous
generations augur well for our industry Lifestyle changes are
also positive with an increasing level of consumer spending

on leisure activities  Projections for future growth in eating out
spend indicate a continuation of recent trends for a rate of
growth ahead of GDP growth

+26%

ncrease In the proposed
full year dvidend

1 1 The Restaurant Group plc
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We believe that interest rates and employment levels are two
key drvers of consumer spend which can potentially wnpact

our marketplace We have seen interest rates nse three times

in the past nine months and whilst we are encouraged by the
resltence of our business in the face of such rnises, we reman
viglant to the potential impact of significant further iIncreases In
the cost of borrowing In terms of the outlock for employment
we are encouraged by the high levels of employment and believe
that the increases seen in recent years have provided some
underpinning for consumer—facing businesses such as ourselves

Cost inflation n our sector has been an i1ssue for the past twelve
to eighteen months and TRG has clearly demonstrated its ability
to cope with this On balance, we believe that the macro
econhomic backdrop remains broadly favourable for our sector

Against a backdrop of positve demand side dynamics, a key
concern for some time has been supply skie nsk In thes regard
we believe that we have positioned TRG in market segments
which afford some protection from supply side rnisk whilst
benefiting significantly from the positive demand trends in our
marketplace This has resulted in a more resillent business with
the potential 1o delwer higher-guality, long term, sustanable and
growing cash flows

Future prospects

2006 was another good year for the Group but our attention
15 now focused on 2007 and beyond We have a superb
portfolio of brands, good wisibility on roliout of new restaurants,
occupy leading market positions in our chosen segments and
have a fantastic team of people The year has started well with
lice for ke sales for the first nine weeks 5% ahead of last year
and we are confident of continuing our progress in 2007

Andrew Page
Chief Executive Officer
4 Apnl 2007

>7500 5

individuals contributing  years of like for fike
o the success of the  revenue growth
Group, every day
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. . R Annual Report 2006
Group Finance Director’s review

“The Group continues to be
strongly cash generative with
a very healthy and transparent
conversion of operating profits
into cash. This enables us to
finance our substantial new
site development programme.”

Stephen M A. Critoph
Group Finance Director

Generating sustainable
and growing cash flows



Resuilts

As descnbed in the Chairman’s statement the Group has had
another excellent year Total Group turnover ncreased by 9 6%

to £314 7m and turnover of the prncipal trading brands mereased
by 24 1% to £308 7m This strong level of turnover growth reflects
an impressive level of 5% ke for like sales growth in the principal
brands, a full year impact of new openings in 2005 and a part
year iImpact of openings dunng 2006 Group EBITDA increased by
11 3% to £55 6m, and Group adjusted operating profit Increased
by 22 6% to £39 2m These levels of growth would have been
even stronger had it not been for a higher level of iosses in

non core brands and discontinued operations (relating respectively
to Deep Pan Pizza and the Caffe Uno sites not sold to Paramount
at the end of 2005)

Total adjusted profit before tax excluding Living Ventures was

£35 9m, an increase of 19 2% on the pror year After accounting
for our share of the losses of Living Ventures, which amounted 1o
£0 9m, total reported Group profit before tax and non trading tems
amounted to £35 Om, an increase of 18 5% on the pror year

* Results are stated excluding non trading tems and excluding the results of Deep
Pan Pizza in the prior year comparatives Further information 1s provided m note 2
of the financial statsments

55.0m

EBITDA in 2006
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Non trading items
The Group resuits include a net charge before taxation of £13 dmn
respect of non trading tems  This is made up of the following tems

2008 2005
£m £m

Impagrment of loan note due
from Lving Ventures 85 -
DPP integration and rationalisation 48) -
Interest rate swap impact 07 1)
Other tterns (net) - (12
(13 4) (13

in the Iight of the continuing poor performance of the Living
Ventures business we have conducted a detaled review of the
current carrying value of this nvestment As a result of this review
we have concluded that it 1s appropnate 1o make a provsion of

£8 5m agamnst our balance sheet camying valus Going forward
we will continue to encourage the executive management of Living
Ventures to improve the financial performance of the business

It continues to be our very firm intention to maximise the value

of our investment In this business

The one off charge relating to the Deep Pan Pizza rationalisation
process is a Ittle higher than the inttial estimate of up to £4m We
have adopted a prudent approach regarding prowision for onerous
lease condiions for certan Deep Pan Pizza propertes

Non trading items also include a credit relating to the Group’s
Iinterest rate swap arrangements New swap arrangements were
put n place in January 2006 Under IFRS this swap 1s re valued
at each accounting date The upward movement of interest rates
over the course of the last twelve months has resulted in thus
positive revaluation

Frankie & Benny's Ipswich
Smiling staff and great food eguals
happy customers

Joe's Kitchen, Marshalsea Road SE1
Sormething new n the café market



Operating and financial review
Group Finance Director’s review
continued

The Frankie & Benny’s family
Stansted airport
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Profit on disposal of businesses

We are pleased to report further profits retating to the Caffe Uno
disposal in December 2005 The additional profit after taxation of
£3 8m {profit before taxation of £2 7m), which 1s in addition to the
profit after taxation of £3 5m reported N 2005 {profit before taxabon
of £3 7m) relates to cost and potential warranty accruals no longer
required and the completton of significantly better than antcipated
deals on disposal of the residual Caffe Uno sites not sold to
Paramount in December 2005 Including the profit before taxation
of £3 7m recogrised last year, this bnngs the cumulative profit on
disposal before taxation of the Caffe Uno business to £6 4m

Capital expenditure
Durng 2006 the Group invested a total of £40 8m (2005 £40 9m)
In capital additions This consisted of the following

» £28 6m invested in 47 new units (16 Frankie & Benny’s
and nine Little Frankie's, 11 Chiquito, six Concession outlets,
four Blubeckers and one Garfunkel's) This includes an amount
of £3 7m spent on converting 13 former Deep Pan Pizza sites,
with the balance spent on 34 brand new locations

> £8 5m on refurbishment and maintenance sxpenditure

> £3 7m on completing the new head office development
referred to in last year's report

Strong pipeline
for further growth



The Group continues to be focused on optimising financial
returns from our capital investments As we have described

In previous reports the Group operates a ngorous Investment
appraisal process with the financial viability of alt new
developments being subject to a detaled review This review
covers all aspects of proposed new developments including
financial projections, socio economic and demographic
analysis, and local competitor and market analysis Al significant
projects are subject to approval by the Group Board and we
conduct post completion appraisals which confirm that we are
consistently achieving the expected levels of financial return

Cash flow

The Group continues to be strongly cash generative with a very
healthy and transparent converston of cperating profits into cash
flow Net cash flow from operations of £63 4m grew by 14%
comparad to the previous year Free cash flow {defined as cash
flow from operating activities less interest, tax and mantenance
capital expenditure} was £42 4m, an increase of 19% compared
to the prior year {2005 £35 7m)

Once again, the Group's substantial new stte development

programme, as well as the ordinary dividend, has been entirely
financed out of internally generated cash flow

new units opened in 2006

The Restaurant Group plc
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Balance sheet & key financial ratios

Total Group net assets In the year reduced from £81 4m to

£65 2m This reduction 1s due to the special dwidend of £34 8m
pad in March Total non current assets increased from £181 7m
to £194 Om, reflecting the Group’s strong capital expenditure
programme net of depreciation charges '

The key financial ratios for the year were as follows

2006 2005
Interast cover 12 0x 17 5x
Fixed charge cover 2 3x 23x
Balance sheet gearng 73% 14%

Interest cover has reduced significantly as a resuit of the much higher
levels of average net debt dunng 2006 compared to 2005 For TRG,
given that this 1s a pnmarly lease based business model, fixed
charge cover 1s the key financial ratio that we focus on For 2006
the Group's fixed charge cover was 2 3 times, In ine with 2005

Taxation

The total taxation charge {excluding the impact of disposal of
businesses) for the year 1s £11 2m compared with £8 6m n the
prior year The taxation charge on the trading business reflects a
nonmalised tax rate in 2006 of 34% (2005 33%) The total taxation
charge of £11 2m (2005 £8 6m) consists of a corporation tax
charge of £8 5m (2005 £9 0m) and a deferred tax charge of

£2 7m {2005 £0 4m credit}

Stephen M.A. Critoph
Group Finance Director
4 April 2007

£42 Am 30-35

free cash flow new units planned
for 2007



Directors

>1 Alan M Jackson, Non executive Chairman

Aged 83, he jomed The Restaurant Group plc as Executive
Chairman in March 2001 and became non exacutive Chairman
from January 2006 He has a wealth of expenence in the leisure
sector For 18 years, from 1973 to 1991, he occupied varous
positions within Whitbread, pnneipally Managing Director of
Beefeater steakhouses and also the Whitbread restaurant dmston
where he was responsible for the creation and development of
Beefeater, Travel Inns and TGI Fnday brands After the Beer
Orders in 1991 he founded his own business which became Inn
Business Group plc m 1995 and was subsequently acquired by
Punch in 1996 He chared Onental Restaurant Group plc untit
its sale to Noble House in 2000 Currently Alan 1s non executive
Chairman of Luminar plc, Randalls Vauther Limited and Charles
Wells Limited and he 1s a non exscutive Director of Playtech pic

»2 Andrew Page, Chief Executve Officer

Aged 48, he joned The Restaurant Group plc as Finance
Director in June 2001 In December 2003 he was appointed
Group Managing Director and in January 2006 becarme Chief
Executive Officer His career has spanned both international and
domestic businesses Pnor to joining The Restaurant Group ple,
he held a number of seror positions In the leisure and hospitaity
Industry including Senior Vice President with InterContinental
Hotels and Finance Drector of Hanover International plc Pror
to that, Andrew spent six years as a Corporate Financier with
Kleinwort Benson having trained and qualified as a Chartered
Accountant with KPMG

Making the
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Annual Report 2006

>3 Stephen M A Cntoph, Group Finance Director

Aged 46, he was appoinied as Finance Director of The Restaurant
Group plc in September 2004 Previously he has held several senior
finance positbons in Compass Group plc and Granada Group plc,
Including Corporate Development Director of Compass Roadside
and Finance Director of Travelodge and Little Chef He traned and
qualfied as a Chartered Accountant with Deloitte and Touche

>4 Kevin J Bacon, Exscutve Director, Leisure

Aged 47, he jomed The Restaurant Group plc 0 1996 as an Area
Manager for Frankie & Benny's, becorming Operations Manager in
1998, Cperations Director in 2000 and Managing Director iy
2002 In June 2003, he was appointed to the Board of The
Restaurant Group plc Prior to joming The Restaurant Group ple,
he had retall expertence with Granada Motorway Services Ltd,
Forte Roadside Restaurants Ltd and Currys Ltd {Dixons plg)

>5 Patncia A Corzine, Executive Director, TRG Concassions

Aged 49, she joned The Restaurant Group plc n 19983 as

Area Manager for Garfunkel's which included ihe Group's

airport operations In 1997 she was appointed Brand Director

of Garfunkel's and Arports, and in 1999 was promoted to
Operations Director — Concessions In March 2003 she was
appointed Managing Director — Concessions and in October 2003
was appointed to the Board Prior to joining The Restaurant Group
plc, Tnsh worked for Haagen Dazs then managed the Atacama
Restaurant Group

right decisions



>6 John E Jackson, Non execubive

Aged 80, he was appointed a non executive Director of the
Company n October 1986 He s Chairman of Virgin Retail Limited,
Virgin Cosmetics Limited, Victory Corporation plc and various
other Virgin companies He 1S also serwor non executive Director

of Willkinson Hardware Stores Limited and a non executive Director
of Luminar plc He was formerly Chief Executve of Semara plc,
Managing Director of Body Shop International ple and Charman
and Managing Director of Chesebrough Ponds Limited

»7 Andrew Thomas, Non executive

Aged 64, he was appointed a non executive Director of the
Company in May 2001 He was formerly Executive Chairman of
The Greenalls Group plc He 1s currently a non executive Director
of JJB Sports pic, together with a number of non-guoted
companies, and a Partner in Mcors, Andrew Thomas and
Company, Chartered Accountants

1 The Restaurant Group pl¢
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»>8 David H Fichardson, Non executive

Aged 55, he was appointed as a non executive Director of

the Company n February 2007 He was Finance Director of
Whithread plc from 2001 to 2005 He 1s currently non executive
Charman of Sports Direct International plc and a non executive
Director of Serco Group ple, Dairy Crest Group ple, Tomkins ple
and Forth Ports ple

>9 Robert J. Morgan, Company Secretary

Aged 35, he joined The Restaurant Group 1n 2002 in the
finance department and was appointed as Company Secretary
In September 2004 Previousty he worked in the finance
function of Coca Cola HBC § A hawng qualified as a
Chartered Accountant with KPMG
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The Directors present their annual report and the Group accounts for the year ended 31 December 2006

Results and dividends

The results for the year ended 31 December 2006 are presented under International Financial Reporting Standards (“IFRS") The report
and accounts are drawn up on a 52 week reporting basis {ending on 31 December 2008) The results for the year are set out m the Group
consaldated income staternent on page 35 This shows a Group profit after taxation of £14,368,000 (2005 £23,345,000)

An intenm dividend of 1 05p per share was paid on 19 October 2006 The Dwectors propose a final dvidend of 4 95p per share to be
paid on 4 July 2007 bnnging the ordinary dividend payable in respect of 2006 to 6 00p (2005 4 75p) In addmion, a special dvidend
of 16p per share was paid to shareholders on 9 March 2008, following the disposal of the Caffe Uno business in December 2005

Principal activity
The pnncipal actmty of the Group 1s the operation of restaurants  Further information relating to the business 1s given in the Chief Executive
Officer’s review on pages 6 to 11

Directors
Full detals of the Directors of the Company are given on pages 16 and 17 The Directors who held office dunng 2006 were as follows

Alan M Jackson

Andrew Page

Stephen M A Cntoph

Kewvin J Bacon

Patncia A Corzme

Jehn £ Jackson

Andrew Thomas

Robert vell resigned 8 September 2006)

Dawd H Richardson was appointed as a non executive Director of the Company with effect from 1 February 2007

in respect of 2008, each of the non executive Directors {excluding the Chairman) 1s considered by the Board to be independent
Alan M Jackson transiioned from Executive Charman to non executive Chairman on 1 January 2008, and s not considered to
be an independent non executive Director

No Director has a service contract with the Company requirng more than twelve months notice

In accordance with the Articles of Association, the Directors retinng by rotation are Kevin J Bacon and Patncia A Corzine who,

being eligible, offer themselves for re election at the Annual General Mesting John E Jackson has been a non executive Director

of the Company for more than nine years, and, in accordance with corporate governance best prachee, also offers himself for re election
The Board considers John E Jackson to remain independent and recommends his re election as an independent non executive Director
In accordance with the Articles of Association of the Company, David H Richardson offers himsetf for election at the Annual General
Meeting of the Company to be held on 16 May 2007, being the first opportunity for shareholders to approve his appontment

Dunng the year the Audit Committee compnsed the following non executive Directors
John E Jackson (Chairman)
Andrew Thomas
Robert Ivell (resigned 8 September 2006)
Dawid H Richardson was appomted as a member of the Audit Conumittee with effect from 1 February 2007
Dunng the year the Remuneration Committee compnised the following non executive Directors
Andrew Thomas (Chairman)
John E Jackson
Robert Ivell (resigned 8 September 2006)
Dawd H Richardson was appointed as a member of the Remuneration Commitiee with effect from 1 February 2007
Dunng the year the Nominations Committee comprised the following Dwectors
John E Jackson (Charman)
Alan M Jackson
Andrew Page
Andrew Thormas
Robert Ivell resigned 8 September 2006)
David H Richardson was appointed as a member of the Nominations Committee with effect from 1 February 2007

The Directors’ remuneration report, which includes details of Directors’ remuneration and miterests in the Company’s shares and options,
together with information on service contracts, 15 set out on pages 24 to 28
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Directors' shareholdings
The interests of the Directors in the shares of the Company, all being beneficially owned, were as follows

At At At
4 April 31 December 1 January
2007 2006 2006*
Executrve Directors
Andrew Page 250,173 183,950 156,449
Stephen M A Cntoph 38,250 26,250 3,737
Kevin J Bacon 108,140 95,566 49,421
Patncia A Corzing 85,275 74,400 48,601
Non executive Directors
Alan M Jackson 370,198 350,198 319,774
John E Jackson 49,166 49,166 52,500
Andrew Thomas 48,888 48,888 50,000
Dawd H Richardson 5,000 nfa n‘a
Robert hvell n/a n/a 10,000

* Following the share consclidation on 27 February 2006, the Directors' shareholdings were reduced by a factor of eight new shares for
gvery nine exstng shares held pnor to the consolidation Detalls of the Directors' shars options are disclosed in the Directors' remungration

report on pages 28 and 29 The market pnce of the ordinary shares on 31 December 2006 was 303 25 pance and the range during the
year was 148 pence to 309 25 pence

Substantial shareholdings
At 27 March 2007 the Compary had been notified of the following interests of 3% or miore in the 1ssued ordinary share capital of the Company

Number of % of issued
shares share capital

NewSmith Asset Management 16,126,427 82%
JP Morgan Asset Management 14,682,268 75%
Barclays Global Investors 11,807,878 6 0%
Capital International 10,275,443 52%
Legal & General Investment Management 8,839,914 45%
M & G Investment Management 8,616,578 4 4%
F&C Asset Management 8,376,085 4 3%
Old Mutual Asset Managers 7,458,236 38%
Aberforth Investment Managers 7,357,438 3 8%

Corporate governance

The Company 1s committed to high standards of corporate governance The Board 1s accountable to the Company's shareholders for
good corporate governance This statement descnbes how the prnciples of corporate governance are applied to the Company and the
Company’s comphance with the best practice provisions of the Comtined Code on Corporate Governance and the Guidance on Audlit
Commuttees, together “the Code” The Company has been m full compliance throughout the year wrth the provisions set out i the Code
except for provisions concerning the number of Directors considered to be independent, and the independence of the Charman

The Board

The Board's role 1s to provide entrepreneunal leadership of the Company and Group within a framework of prudent and offective controls
which enzable nsk to be assessed and managed The Board reviews the Group's strategic objectives and looks to ensure that the
necessary finanoial and human resources are in place to achieve these objectives, and to review management performance against these

objectives The Board also sets the Company's values and standards and manages the business in a manner to meet its obligations to
sharehciders and other stakeholders

The Board currently compnses the non executve Chairman, the Chief Executive Officer, the Group Finance Director, the Executive Director
of the Leisure division, the Executive Director of the Concessions division and three non execuive Directors  Therr biographies appear

on pages 16 and 17 and these demonstrate a range of expenence and sufficient calibre to bnng mdependent judgement on 1ssues of
strategy, performance, resources and standards of conduct which 1s wital for the success of the Group

John E Jackson acts as senior independent non executive Director and 1s availlable to shareholders if they have reasons for concem
on which contact through the normal channels 1s nappropnate or has fated to resolve an 1ssue

The roles of Charman and Chief Executive Officer are clearly defined The Chairman 1s responsible for the leadership of the Board and
the Chuef Executrve Officer 1s responsible for the strategic direction and operational management of the Group

The Board meets on a regular basis and there 1s a format schedule of matters specifically reserved for s decrsion Thus includes approval
of the annual budget and the three year business plan, approval of the ntenm and year end report and accounts, review and approval of
signficant caprtal expenditure {including development of new sites), significant disposals of assets and acquistions or disposals of businesses
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The Board (continued)

Operational management are responsible for the day to-day runming of the Group and report on a regular basts on that performance to

the Board The Board 1s responsible for rewewing, challenging and approving the strategic direction of the Group and monitoning
operational performance

The Board 1s responsible to shareholders for the proper management of the Group and has access to the necessary nformation to enable
it to discharge its dutes All Directors are subject to election by shareholders at the first opportunity after their appomntment, except where
they are appointed by shareholders, and to re election thereafter at intervals of not more than three years

There 1s significant iInvolvement from the non executve Directors This Involves an on going dialogue wath executive Directors with
constructive challenges of performance and the Group's strategy The non executve Directors are provided with sufficient information to
allow them to monrtor, assess and challenge the executive management of the Group Comprehensive board papers including financial
information are circulated to all Drectors pror to Board meetings and, on a weekly basis, they receive up to date trading information

The non executive Directors have the opportunity to mest without the executive Directors present, and this includes discussions of
targets set and met by management

All Directors have access to the advice and services of the Company Secretary and a procedure has been agreed for the Directors in the
furtherance of thewr duties to take independent professional advice,  necessary, at the expense of the Company

On joiring the Board there 1s a process for Directors to receive training as to their role and its requirernents and for non executive Directors
to gan an understanding of the whole business Non executve Directors are actively encouraged o meet wath operational management
to enhance thetr understanding of the Group’s business, its brands, employess and processes During 2006 there were nine Board
meetings Overall attendance at meetings was 100% by Board members

Executive Directors are included in the annual performance evaluation of all senior employees within the Group This Involves
a comprehensive review of performance against obyjectives and covers areas for future development through appraisal documentation

and meetings The non executve Directors also meet in the absence of the Charman to appraise the Chairman's performance in the light
of his fee review

The Company acknowledges the importance of developing the skills of the Directors to run an effectve Board To assist in this, Direciors
are given the opportunity to attend relevant courses and seminars and to acquire skilis and experience which may enhance ther
contnbution to the on going progress of the Group The Board and committees of the Board have been subject to a formal performance

appraisal, through an internal questionnaire, and the performance of all members of the Board 1s considered as part of the annual
remuneration review process

Communications with shareholders

Communications with shareholders are given high priorty The Chairman's statement, Chief Executive Officer’s review and Group Finance
Director's review on pages 4 1o 15 include a detaled review of the business and the Chief Executive Officer's review on pages 6 to 11
nciudes a review of planned future developments There 1s a regular dialogue with nsttutional INvestors including presentations after the
Company's prelimmary announcement of the year end results, and at the half year

Feedback from major insttutional shareholders s provided to the Board on a regutar basis and where appropnate the Board will take steps
to address concems and recommendations The Board uses the Annual General Mesting to communicate with pnvate and mstiutional
investors and welcomes therr participation The Chairman ams to ensure that the chairmen of the Audit Committes, Remuneration
Committee and Nominations Committes are avallable at the Annual General Meeting to answer questions, and for all Directors to attend

Remuneration Commutiee

The Remuneraton Committee consists of the non executive Directors There was 100% attendance of the two Remuneration Committes
meetings dunng 2006 The role of this Commuttee and details of how the Company complies with the pnnciples of the Code are set out
n the Directors' remuneration repart on pages 24 to 29

Nominations Committee

The Nominations Committee consists of the non exaecutve Directors, the non executve Charman and the Chief Execuive Officer It met
once dunng 2006 with full attendance There are written terms of reference for the Norruinations Committee It makes recommendations
i0 the Board for the appointment or replacement of additonal Directors 1t s also responsible for succession planning for the Group

Kevin J Bacon and Patricia A Coraine offer themselves for re election at the Annual General Meeting to be held on 16 May 2007

The Board have confinmed that they are satisfied that each of the Directors continues to contribute effectively and has demonstrated
commitment to the role

It was not felt necessary to employ an external search consultant in the recrutment of Davd H Richardson, given his profile, experience

and professional background This does not mean the Company would not use external search consultants for future appontments of
Directors to the Board

dJohn E Jackson has been a non executive Director of the Company for more than nine years, and in accordance with corporate
governance best practice, also offers himself for re election at the Annual General Mesting The Chairman and Board are satisfied that
John E Jackson 1s considered to be independent in his role as senior non executive Director notwithstandmg his length of service on
the Board, and that he continues to provide valuable expenence, Judgement and insight to the Board and its Committees

Audit Committee

The Audit Committee consists of the three non executive Directors The Committee 1s chaired by John E Jackson who 1s a qualified
accountant It meets on a regular basis under #ts terms of reference, and with the Group Finance Director and the external auditors
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o review the financial statements and external financial anncuncements made by the Company It has responsibility for reviewing and
monitonng the external auditors’ independence and objectivity, and reviews supplies of all non audit services provided by the external
auditors to ensure that ndependence and objectmty are not compromised

Andraw Thomas is a partner In an indepandent firm of Chartered Accountants The other members of the Audit Committee are
non executive Directors The Audit Committee met twice dunng 2006 with full attendance

The Restaurant Group plc - strategy

The Restaurant Group’s key objective 1s to grow shareholder value and the strategy deployed to achieve this 1s to bulld a business capable
of gereraiing long term sustainable and growing cash flows In pursurt of this we have built a business which 18 focused on the growing
casual eating out market We have targeted segments of thus market which offer distinct bamers to entry and where we can be confident
of delivenng good growth in profits and cash flows and where there 1s good potential for high returng on investment

This has led the Group to focus our activities in two areas — Laisure and Concessians, and this emphasis was underined by the divesting
of our hugh street businesses (Caffe Uno and Est Est Est) durng 2005 The Group operates in the expanding casual dining market, and
our offenngs continue to provide good value for money In comfortable surroundings and excellent serice from our dedicated teams

The Group's strategy 1 set to delver further organic growth through the rolt out of cur brands, In particular Frankie & Benny's, Chiguito
and Blubeckers We have a robust pipeline of sttes for developrment, coupled with a strong focus on continuing to deliver iike-for Iike sales
growth from our existing restaurants Our Concessions business operates in a dynamic and complicated market where our management
teams have market leading expertise and a track record of nnovation and iImproving sales performance

The Restaurant Group plc - nsk factors

The Board of Directors contnually identify, monitor and manage potential nsks and uncertantes to the Group The list balow sets out what

the Directors consider to be the current prncipal nsks and uncertainties This list is not presumed 1o be exhaustive, and by 1ts very nature
15 subject to change

* |ncreased supply of new restaurant concepts into the market

* Adverse economic condiions and dechine m consumer confidence in the UK

* Increase in prices of key raw matenals, wages and overheads (including utilities)

* impact of terronsm in key locations {including arports)

* Increased regulation of ndustry leading to higher costs

* Possible health pandernic that may cause customers to stay away or prevent restaurants being adequately staffed
+ Falure to prowde customers with brand standard value for money offenngs and service levels

» Fallure of key suppliers to deliver products into branches

* Damage to brand mage due to falures in ermronmental health in the branches or from contamination of products
* The loss of key personne! or falure to manage succession planning

¢ Breakdown m internal controls through fraud or error

The Restaurant Group plc — key performance indicators
The Board of Directors and executive management receve a wide range of managerment mformation delivered in a2 tmely manner
Listed below are the principal measures of progress that are reviewed on a regular basis to monitor the development of the Group

Like for hke sales
This measure provides an indicator of the underlying performance of our existing restaurants, and highlights successful development

of our offerings to best match changing consumer dermands over me Dunng 2006, the Group like for like sales ncreased by 5%,
which followed a 3% increase in 2005

New sites opened

The expansion of our brands 1s a key driver of Group's profitability As noted in the Group Finance Director's review, potential new

sites are subject to a ngorous appraisal process before they are presented to the Board for approval This process ensures we mantam
the quality of openings as well as the quantity of sites opened During 2006 the Group opened 47 new sttes (ncluding 13 conversions
of former Deep Pan Pizza units) and plans to open 30 35 new restaurants during 2007

EBITDA

The ability of the Group to finance its roll out programme 18 aided by strong cash flows from the existing business EBITDA serves

as a useful proxy for cash flows generated by operations and s closely monitored During 2006 the Group generated £55 8m EBITDA,
an increase of 11% on 2005

Operating profit margin

The Board and management clossly montor profit margins as an indicator of operating efficiency within restaurants and across the Group
Dunng 2006 the Group adjusted operating margin improved by 140 basis points to 12 5%

In addition, the Group closely scrutinises the returns on invested capital from new site apenings and the average EBITDA generated
by restaurants

Internal control

The Board is responsible for the Group’s system of interal control and for reviewing its effectiveness In accordance with guidance for

drectors “Internal Contral Guidance for Directors on the Combined Code” {the *“Turnbull Guidance™, the Board has ensured that there

Is an ongoing process for reviewing the effectiveness of the system of internal control including identifying, evaluating and managing the
significant nsks faced by the Group This process, which 1s regulary reviewed by the Board, 1s camed out in conunction with business

planning and 1s documented In a nsk register that has been progressively enhanced dunng the financial year and up to the date of
approval of the Annual Report and Accounts
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Internal control (continued)

Whilst acknowledging nts overall responsibility for the system of internal contral, the Board 1s aware that the system is designed to manage

rather than eliminate the nsk of falure to achieve business objectives and can only provide reasonable, but not absolute, assurance aganst
matenal misstatement or loss

The Group has well established procedures which have been developed over many years which meet the requirements of the Turnbull
Guidance A key control procedure 1s the day to day involvement of executive members of the Board 1n all aspects of the business and
thewr attendance at regular management meetings at which performance against plan and business prospects are reviewed Addionally,
the Board seeks to continually strengthen the internat control system where this 1s consistent with mproving the relationship between nsk
and reward The Group's associate company, Living Ventures Limited, does not fall under the same internai controls as the Group The
internal controls within Lrving Ventures Limited are discussed with management of that company on a regutar basis and are considered

to be appropnate for an enhity of is size

Other key features and the processes for reviewing effectiveness of the interal control system are described below

» terms of reference for the Board and its sub committees, including a schedule of matters reserved for the Board and an agreed annual
programme of fixed agenda items for Board approval,

« an established organisational structure with clear knes of responsibiity and ngorous reporting requirements  Operabonal performance
and operatronal matters are considered at monthly meetings of the executive Directors with senior management  Financiat performance
1s monttored and action taken through weekly reporting to the executive Directors and monthly reporting to the Board against annual
budgets approved by the Board,

* capital investment s regulated by a budgetary process and authonsation levels, with appraisals and post Investment reviews,

+ comprehensive policy manuals setting out agreed standards and control procedures These include human resources related policies,
inforrmation technology and heatth and safety, and

= annternal audit functon headed by an expenenced mternal auditor has access to all areas of the Company and Group’s business
and reports o the Board

Statement of Directors’ responsibilibies in relation to the accounts
The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any tme the financial
position of the company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of fraud and other

iregulanties and for the preparation of a Report of the Directors and Directors’ remuneration report which comply with the requirements
of the Companies Act 1985

Financial statements are published on the Group’s website In accordance with legislation in the United Kingdom governing the preparation
and dissemination of financial statements, which may vary from iegistation in other junsdictions The maintenance and integnty of the

Group's website 1s the responsibiity of the Directors The Directors’ responsibility also extends to the ongoing integnty of the financial
statements contained therein

The Dwectors are responsible for preparing the annual report and the financial statements in accordance with the Companies Act 1985
The Directors are required to prepare financial staterments for the Group in accordance with Intermnatonal Financial Reporting Standards
(“IFRSs") as adopted by the European Union and Article 4 of the LAS Regulations and have chosen to prepare financial statements for the
Company in accordance with UK GAAP

Group financial statements

Company law requires the Directors to prepare such financiat statements In accordance with International Financtal Reporting Standards,
the Companies Act 1985 and Article 4 of the IAS Regulation

International Accounting Standard 1 requires that financial statements present fairly for each financial year the Group's financial position,
financial performarice and cash flows This requires the faithful representation of the effects of transactions, other events and conditions

in accordance with the definiions and recognrtion critena for assets, labilities, ncome and expenses set out In the International Accounting
Standards Board's ‘'Framework for the preparation and presentation of financial statements’

In wvirtually all circumstances, a far presentation will be achieved by compliance with all applicable International Financial Reporting
Standards A farr presentaton also requires the Directors to

» consistently select and apply appropriate accounting policies,

« present information, including accounting policies, IN a manner that provides refevant, reliable, comparable and understandable
information, and

» provide additional disclosures when compliance with the specific requirements in IFRS 1s insufficient to enable users to understand the
wmpact of particular fransactions, other events and conditions on the entity's financial position and financial performance

Parent company financial statements
Company law requires the Directars to prepare financial statements for each financial year which gve a true and far view of the state of affars
of the Company and of the profit or loss of the Company for that penod In prepanng these financial statements, the Directors are required to

» select sutable accounting pelicies and then apply them consistently,
* make udgements and estimates that are reasenabie and prudent, and

» state whether applicable accounting standards have been followed, subject to any matenal departures disclosed and explaned
n the financial statements
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Information prowvided to auditors

All of the current Directors have taken all the steps that they ought to have taken to make themselves aware of any information needed
by the Comparny’s auditors for the purpose of their audt and to establish that the auditors are aware of that Information The Directors
are not aware of any relevant audit information of which the auditors are unaware

Going concern

Based on the Group’s plans for 2007 and after making enquines, the Directors have a reasonable expectation that the Group has

adequate resources to continue operations for the foreseeable future For this reason they continue to adopt the going concern basis
In preparing the financial statements

Employees

The Restaurant Group plc 1s committed to the far treatment and development of all employees Wherever possible, the Directors awn to
promote talent from within by reviewing succession plans and offenng development opportunibes Through the application of approprate
policies, the Directors and ther management teams ensure employees are not mistreated or discriminated against on the grounds of
gendex, colour, ethnic or national ongin, disability, age, mantal status, sexual orientation, religion or part tme employment status The
Company’s performance In these areas {regarding employment practices) is tracked and reported at Board level The Directors also ensure
regular communication happens throughout the business through wirtten matenal, team bnefings and one to one reviews

Environment

The Restaurant Group plc acknowledges the importance of environmenital matters within ts role In the community The Group has
establshed an environmental commuttes to develop mitiatives to reduce the Impact on the ervironment from the operations of the Group
and 1s working with several key supphers, partners and external agencies to ensure environmental concerns are considered in conunction
with economic factors In particular, the Group looks to reduce the production of waste in its operations and to maximise efficiency

of water consumption and the use of non renewable fuels

Donations

No donations for poliical purposes have been dwectly made by the Company dunng the year Chantable events, fund raising and
sponsorship are orgarised by restaurants for organisations in therr localty

Creditor payment paolicy
The Company’s policy IS to agree the tarms of payments with its supphers as and when a trading relationship is established The Company
ensures that the terms of payment are clear and its policy 1s to abide by the agreed terms, provided the supplier meets its obligations

At 31 December 2006 the Company had no trade creditors The Group had an average of 52 days {2005 54 days) purchases
outstanding in trade creditors

Financial nsk management
The Board of The Restaurant Group pic regularly reviews the financial requirements of the Group and the risks assocwated therewith The
Group does not use complicated finanaial Instruments, and where financiel mstruments are usad i 1s for reducing interest rate nsk The

Group does not use dervative financial instruments for trading puposes  Group operations are pnmanly financed from retaned earmings
and bank borrowings (including an overdraft faciiity)

In additton to the pnmary financial Instruments, the Group also has other financial Instruments such as debtors, prepayments, trade
creditors and accruals that anse directly from the Group's operations  Further information 15 provided in note 24 to the accounts

Effective from 16 January 2006, the Group entered into a new three year interest rate swap, for an inrial notional amaount of £20,000,000,

nsing to £50,000,000 from 18 Apnl 2006 untl 16 January 2008, when it reduces to £30,000,000 untl 16 January 2009, at which date it
terminates The fixed rate for the duraton of the three years 1s 4 695%

Before the mpact of the interest rate swap, the average rate of interest charged dunng the year on the Group's debt was 5 76% (2005 5 32%),
and the average year end rate was 6 30% (2005 5 50%;} On 2006 results, net interest was covered 12 0 times {2005 17 5 times)

by profit before tax, interest and exceptional items Based on year end debt and profits for 2006, a 1% nise in interest rates would
teduce profits betfore tax and exceptional tems by 0 1% (2005 0 1%) and interest cover would remain at 12 0 tmes (2005 17 4 tmes)

At 31 December 2006 the Group had gross borrowings (including overdraft) of £48 2 miflon (2005 £12 8 mulion) and cash balances

of £0 7 millon (2005 £0 4 mithion)

Annual General Meeting

A separate Circular 15 included with the mailing of the Annual Report to shareholders setting out the resolutions to be voted on at the

Anrwal General Meeting, which is to take place on at 11am on 16 May 2007 at the offices of Dresdner Klenwort Investment Bank,
30 Gresham Street, London EC2P 2XY

The Board believes that the proposed resolutions to be put to the Annual General Meeting to be held on 16 May 2007 are In the best
interests of shareholders and, accordingly, recommends that shareholders vote in favour of the resolutions, as the Directors intend to
do in respect of therr own beneficial shareholdings in the Company

Auditors

BDO Stoy Hayward LLP have expressed ther willingness to continue as auditors, and a rasolution will be proposed at the Annual Genera!
Meeting for therr reappointment

By order of the Board,

Robert J Morgan W’/ W—Y
Company Secretary

4 Apnl 2007
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Intreduction
This report has been prepared In accordance with Schedule 7a of the Compames Act 1985 The report also meets the relevant
reguirernents of the Listing Rules of the Financial Services Authonty and describes how the Board has apphed the Principles of Good

Governance relating to directors’ remuneration As required by the Regulations, a resolution to approve the report will be proposed at the
Annual General Meeting of the Company at which the financial statements will be approved

The Regulations require the audrtors to report to the Company's members on the “auditable part” of the Directors' remuneration report and
to state whether In their opinion that part of the report has been properly prepared in accordance with Schedule 7a of the Comparies Act
1985 (as amended by the Regufations) The report has therefore been dvided nto separate sections for audited and unaudrted nformation

Unaudited information

Remuneration Commitice

The Company has established a Remuneration Committee (“the Committee”) which 1s constituted in accordance with the recommendations
of the Combined Code The members of the committee dunng the year were John E Jackson, Andrew Thomas, and Robert Ivell {untl his
resighation from the Board on 8 September 2006), who were all ndependent non executive Directors David H Richardson was appointed
to the Remuneration Committee on 1 February 2007 The Committes 1s chaired by Andrew Thomas

None of the Committee has any personal financial interest in the Company (other than as shareholders) The Committee makes
recommendations to the Board No Director plays a part in any ciscussion about his own remuneration In determining the other executive
Directors’ remuneration for the year the Commiitee consutted Alan M Jackson (Chairman) about its proposals

Rernuneration policy

Executive remuneration packages are designed to atiract, motivate and retain Directors of the high calibre needed to progress and develop
the Group and to reward them for enhancing value o shareholders The performance measurement of the executve Directors and the
determination of their annual remuneration package are undertaken by the Committee In additicn, the Committee determines the
remuneration for the Chaimman The remuneration of the other non executive Directors 15 determined by the Board There are four main
elements af the remuneration package for executive Directors

Basic annual satary {including Directors® fees) and benefits,

Annual bonus payments which cannot exceed 100% (2006 75%) of basic salary for executive Directors,
Long Term Incentive Plan awards, and

Pension arrangements

The Company’s policy is that a substantial proportion of the rernuneration of the executive Directors should be performance related
As described below, exscutive Directors may eam annual ncentive payments of up to 100% of therr basic salary together with the
benefits of the participation in the Long Term Incentrve Plan

During 2008, the Company undertook a review of its remuneration and ncantive arrangements for exacutive Directors and other senior
management, with the advice of New Bndge Strest Consultants LLP (apponted ndependant adwvisers who provided no other services
to the Group dunng the year), encompassing all elements of the remuneration packages

The Cormmmittee believes that this management tearn will be highly aftractive to other listed comparies as well as private equity backed
businesses The retention of this team s cntically important and the Com—mittes has made some sigrificant adjustments to ther remuneration
packages to ensure that there I1s adequate lock in and reward for continued excellent performance and shareholder value creation

Following the review of the remuneration and ncentive arrangements of exacutive Directors, base salary levels have bean ncreased
and the maxmum level of bonus payable has been increased from 75% to 100% of base salary The incremental 25% that 1s potentially
payable to executive Directors 15 based on a more stretching outperformance aganst budget by the Group Furthermore, any bonus
eamead in excess of 75% of salary must be invested in shares in The Restaurant Group plc as part of the Long Term Incentive Plan

The Remuneration Committee has been adwised that the potential maximum level of bonus payable, as well as the total level of cash

remuneration, 15 in ine with comparable companies and the tougher targets and share based deferral element make the plan tougher
than those found m mast companies

Executive Directors are entitled to accept appointments outside the Company or Group There 18 no requiremant for Directors to remit
fees earned from appomntments outside of the Company or Group to the Company or Group

Basic salary

An executive Director’s basic salary 1s determined by the Committee prior to the beginning of each year and when an indmdual changes
position or responsibility In deciding appropnate levels, the Committee considers the Group as a whole and by reference to remuneration
levels at other companies in the lessure and hospitality sectors Basic salanes were reviewed in December 2005 with increases taking effect

from 1 January 2006 They were again reviewed in December 2006 with increases from 1 January 2007 Executive Directors' contracts
of service which Include details of remuneration will be available for nspection at the Annual General Meeting

In addhion to basic salary, the executive Directors receive pension contrbutions and certan benefits in kand, prnncipally a car (or car
allowance), and health and kfe insurance
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Annual bonus payments
The annual bonus 1s based on the achievement of stretching profit before tax targets

Performance targets are set annually as part of the budgeting process and performance 1s reviewed aganst those targets at the end of the
financial year The maximum performance related bonus that can be pad in respect of performance in 2007 1s 100% of basic annuat salary
and for signfficant bonuses to be pad, performance must be outstanding

Long term incentives

The Company operates the 2005 Long Term Incentive Plan (“LTIP"), and the 2003 SAYE Scheme under which awards may be granted

to Directors No further awards may be granted under the 1998 Executive Share Option Scheme or 2003 Executive Mimor Ophion Scheme
following the Introduction of the LTIP in 2005

Long Term Incentive Plan
The 2005 Long Term Incentive Plan (“LTIP™), approved by shareholders at an Extracordinary General Meeting on 9 November 2005, 1s
the pnmary long term iIncentive scheme of the Company Under the terms of the LTIP, indimduals may receive an award of condiional free

shares {(“Conditionat Awards”) with a face value at grant of up o 100% of salary per annum, vesting at least three years after grant subject
to performance conditions and continued employment

In addition, the Plan has the flexibility to grant condibonal awards on a matching bass, pro rata to the number of shares purchased
via annuat bonus ("Matching Awards”) Matching Awards may be granted over shares worth up to 37 5% of base salary per anhum
The aggregate value of annual awards (Conditional and Matching) 1s capped at 137 5% of base salary

The Committee considers that Eamings Per Share ("EPS") and Total Sharehclder Retum (TSR} are the most appropnate measures
of perfonmance, with EPS targets rewarding signiicant and sustained earmings growth and TSR providing a balance to the financial
performance and retaning a share price discipine in the remuneration package

For the Conditional Awards to executive Directors to be made in 2007, two separate performance conditions apply to a proportion
of the award These have been reviewed 1o ensure their continued appropriateness

+ The performance condition attached to 50% of the Conditional Awards requires average annual EPS growth from 1 January 2007
to 31 December 2009 of between RPI plus 4% to RP plus 10% p a for between 30% and 100% of this part of the award to vest
ie between 15% and 50% of the total award)

* The performance condition attached to the other 50% of the Conditional Awards 1s based on Total Sharehclder Return (‘TSR")
performance measured aganst the constituents of the FTSE SmallCap Index over a single three-year penod from 1 January 2007
to 31 December 2009 for between 30% for median performance increasing on a straight Ine basis to 100% for upper quarhle
performance of this award to vest { e between 15% (for median) and 50% {for upper quartile performance) of the total award)

s Awards wil vest on a straight line basis between minimum and maxmum thresholds

+ For Matching Awards, there will be a 0 3 1 match for average EPS growth of RPI plus 4% p a, nsing on a straxght Iine basis to
the full 1 1 match for average EPS growth of RPIplus 10% p a

Performance against the TSR and EPS targets will be independently calculated and reviewed by the Committee

Following the approval of the LTIP, shareholding guidelines for executive Directors have been introduced, linked to the out turn of the
Plan At the time Condibonal and Matching Awards vest under the Plan (or any other executive plan established in the future), there

Is a requirement to retain no fewer than 50% of the shares net of taxes until a shareholding with a market value equal to 100% of base
salary Is achieved

SAYE Scheme

The Company also operates a SAYE Share Option Scheme, the 2003 SAYE Scheme, for eligible employees under which options may be
granted at a discount of up to 20% of market value Eigible employees are full ime employees and executive Directors who have worked
for the Group for at least one year Under the terms of the Scheme the eligible employees are able to purchase shares under a three year
savings contract Awards under tiwe SAYE scheme were made in 2004 and 2006 to elgible employses and Directors

Pension arrangements

Executive Directors have indvidual pension arrangements i the form of personal pension plans The Company makes a contnbution at
a rate of up to 20% of basic salary towards funding each executive Director's pension plan To the extent that this funding exceeds the

relevant current HMRC limit, the surplus may be paid as a salary supplement There are no unfunded pension promises or similar
arrangement for Directors
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Performance graph

As required by the Regulations, the graph below compares the Company's total shareholder return performance with the FTSE 350
Travel and Leisure Share Index for each of the past five years

The FTSE 350 Trave! and Leisure Share Index has been selected for this companson because f 1s the index most relevant
to gauging the Company’s relative performance

Total Shareholder Return
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This graph shows the value, by 1 January 2007, of £100 mvested in The Restaurant Group plc on 1 January 2002 compared with
the value of £100 invested in the FTSE All Share Index and the FTSE 350 Travel and Leisure Share index

As can be sesen, performance aganst these two indices has been excellent An investment in shares n The Restaurant Group ple

on 1 January 2002 would have generated a retum of 542% by 1 January 2007 (assuming dividends were reinvested mto the shares
on a net basis over the penod)

Directors’ contracts
it 1s the Company’s policy that executive Directors should have contracts with an indefinite term prowding for a maximum of one year's
notice However, it may be necessary occasionally to offer longer mitial notice penods to new Directors  All executive Directors have

contracts which are subject to one year's notice by erther party In the event of earty termination, the Drrectors’ contracts provide for
compensation in line with thesr contractual notice penod

The detalls of the executive Directors’ contracts are summansed in the table below

Date of contract Notice pencd
Andrew Page 28 August 2002 1 year
Stephen M A Crtoph 7 July 2004 1 year
Kevin J Bacon 17 March 2003 1 year
Patncia A. Corzine 31 March 2003 1 year

Non executive Directors

The service contracts of the non executive Directors were each set for an inital three year penod (thereatter renewable for penods

of three years) They are required to submit themselves for re election every three years and the Board believes this to be appropriate
in the Company’s circumstances Alan M Jackson, Andrew Thomas and John E Jackson were re elected in 2006 In accordance
with the Articles of Association of the Comparty, David H Richardson offers himsetf for election at the Annual General Mesting of the
Company to be held on 16 May 2007, baing the first opportunity for shareholders to approve his appointment

In accordance with best practice, John E Jackson 1s standing for re election at the Annual General Mesting to be held on 16 May 2007
as he has served on the Board for more than nine years

Their appointments were made as follows

Date of appointment as non executive Director Notice penod
Alan M Jackson* 9 November 2005 1 year
John E Jackson 1 October 1996 nil
Andrew Thomas 1 May 2001 ruk
Davd H Richardson 1 February 2007 rul

“Alan M Jackson was previously Executive Chairman of the Company, and was appointed in March 2001 From 1 January 2006 he has
held the positien of non executive Chairman

All non executive Directors have specific tenms of engagement and thetr rernuneration 1s determined by the Board based on a revew of
fees pad to non executive Directors of similar companies and reflects the time commitment and responsibilites of each role The basic
fee paid to the non executive Directors {excluding Alan M Jackson) in the year was £40,000
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Audited information
Aggregated Directors' remuneration
The total amounts for Directors’ remuneration were as follows

2006 2005
Non
Executive executive Total Total
£'000 £'000 £'000 £'000
Emoluments 1,416 394 1,810 2,232
Money purchase pension contnbutions 284 - 284 178
1,700 394 2,094 2,410
(a) Emoluments
(i) Executive
2006 2005
Basic Bonus Benefits
salary Bonus waved m kind Total Total
£'000 £'000 £'000 £'000 £'000 £'000
Andrew Page 340 255 (115) 26 506 478
Stephen M A Cntoph 180 135 - 18 333 292
Kevin J Bacon 185 139 - 21 345 327
Patncia A Corzine 160 120 (60) 12 232 274
Alan M Jackson™ - - - - - 741
865 649 {175) 77 1,416 2,112

" Alan M Jackson was Executive Chairman during 2005, and on 1 January 2006 became non executive Chairman

The annual bonuses were at the maximum level of 75% of salary reflecting the excellent profit performance of the Group Of the bonus
amounts disclosed above, Andrew Page and Patneia A Corzing elected to wave £114,750 and £60,000 of their bonus respectively

and they recewved additional pension contributions from the Group equivalent to the amount {which are included in the pension
contribution table below)

() Non executive

2006 2005

Benefits
Fees in kand Total Total
£'000 £000 £'000 £'000
Alan M Jackson 240 37 277 -
John E Jackson 40 - 40 40
Andrew Thomas 40 - 40 40
Robert hvell 37 - 37 40
357 37 394 120

{b) Pension schemes

The executve Directors are members of money purchase schemes Where an execuive Dwector's enbilement to a contnbution exceeds
the allowable imt set by the HMRC, a salary supplement may be payable up to but not exceeding the leve! of entitement Contnbutons
paid by the Group in respect of the executive Directors were as foliows

2006 2006 2006 2005 2005 2005

Pension Salary Pension Salary
contnbution  supplement Total contnbuton  supplement Total
{£'000) (£'000) (£°000) £'000) (£'000) (£'000)
Andrew Page 141 28 169 20 33 53
Stephen M A Cntoph 17 - 17 14 - 14
Kevin J Bacon 19 - 19 14 - 14
Patncia A Corzine 79 - 79 16 - 16
Alan M Jackson - - - 81 - 81
256 28 284 145 33 178

As noted above in respect of the financial year ended 31 December 2006, Andrew Page and Patncia A Corzine elected to waive part

of thew bonus They receved additional pension contnbutions (grossed up by 6%) from the Group of £121,635 and £63,600 respectively
{which are included i the pension contnbution table)
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Aggregate emolurments disclosed above do not include any amounts for the value of options to acquire ordinary shares  the CGompany
granted to or held by the Directors The Company operates a number of share option schemes which executive Directors may participate in

Following the Placing of 19,430,000 shares on 14 January 2004, an application to restate the nurmber and pnce of share options granted
under the 1998 and 2003 schemes to Directors and employees was approved by the HMRC This restatement was calculated to ensure
the effactive number and price attnbuted to the options was as befors the Placing with no mcremental benefit to the opton holders The

information provided betow is stated assuming the restatement occurred on 1 January 2004

At At Date from
2 January 31 December  Exercise which Expiry
Name of Director Scheme 2006 Granted Exercised Lapsed 2006 prce exercisable date
Alan M Jackson Nete (1) 800,000 - {400,000 - 400,000 45 Op 562004 562011
2003 178,114 - - - 178,114 67 4p 47 2006 472013
2003 200,000 - - - 200,000 97 7p 4102007 4102014
2003 SAYE 11,893 - - - 11,993 790p 112 2007 162008
2003 250,000 - - - 250,000 134 4p 442008 442015
LmP (1) 137,755 - - - 137,755 —  Publication of 6 months
2008 results  after vesting
LmP (2) 103,316 - - - 103,316 - Publication of 6 months
2008 results  after vesting
Andrew Page 2003 716,223 - - - 716,223 67 4p 47 2006 472013
2003 200,000 - - - 200,000 97 7p 4102007 4102014
2003 SAYE 11,993 - - - 11,993 79 0p 112 2007 162008
2003 250,000 - - - 250,000 134 4p 442008 442015
LTIP (1) 180,272 - - - 180,272 - Publication of 6 months
2008 results  after vesting
LTP {2) 67,602 - - - 67,602 ~  Publication of 6 months
2008 results  after vesting
Stephen M A Cntoph 2003 250,000 - - - 250,000 97 Tp 4102007 4102014
2003 50,000 - - - 50,000 134 4p 442008 442015
LMP {1}y 112244 - - - 112,244 ~  Publication of 6 months
2008 results  after vestng
LTIP {2) 42091 - - (4,924 37,167 - Publcation of 6 months
2008 results  after vesting
2006 SAYE — 5,843 - - 5,843 160 Op 162009 112 2009
Kevin J Bacon 2003 427,071 - {427,071) - - 67 4p 47 2008 472013
2003 100,000 - - - 100,000 97 7p 410 2007 4102014
2003 SAYE 11,993 - - - 11,993 79 0p 112 2007 162008
2003 140,000 - - - 140,000 134 4p 442008 442015
LTIP (1) 119,047 - - - 119,047 - Publication of 6 months
2008 results  after vesting
LTP (2) 44 642 - - (4,700} 39,842 - Pubkcation of 6 months
_ 2008 results  after vesting
Paincra A Corzine 2003 200,874 - (200,974 - - 67 4p 472006 472013
2003 100,000 - - - 100,000 97 7p 410 2007 4102014
2003 SAYE 11,893 - - - 11,993 79 0p 1122007 162008
2003 100,000 - - - 100,000 134 4p 442008 442015
LMP (1) 102,040 - - - 102,040 -~ Publicatien of & months
2008 results  after vesting
LTIP (2) 38,265 - - (4,028) 34,237 —  Publication of 6 months
2008 results  after vesting
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Following the year end date of 31 December 20086, the following share ophons have been granted

Granted on Date from
8 March Exercise which Expiry
Name of Director Schema 2007 prce exercisable date
Andrew Page LTIP @) 145,929 ~  Publication of 6 months
2009 results  after vesting
LTIP {4) 23,110 - Publication of 6 months
2009 resulis  after vesting
Stephen M A Critoph LTIP (3) 69,124 - Publication of 6 months
2009 results  after vesting
LTIP (4) 20,737 - Publication of 6 months
2009 results  after vesting
Kevin J Bacon LR (3) 73,732 —  Publication of 6 months
2009 results  after vesting
LTIP (4) 21,313 —  Publication of 6 months
2009 results  after vesting
Patncia A Corzine LIIP (3) 64,516 —~  Publication of 6 months
2008 results  after vesting
LTIP (4) 18,433 - Publicabon of 6 months
2009 results  after vesting

Under the 2003 Mutor Scherne the performance crterla that must be met requres the Company's

eamnings per share 1o grow at an annual rate of the Retail Prce Index plus 2 5% over the three-year penod
prer to exercse of the opbon No further awards may be made under the 2003 Scheme following the sdogtion of the LTIP

LTIP {1}  these are Condhional Shares awarded under the LTIP scheme They are frea shares awarded to the Diegtors should the periormance crtena be met The vestng criteria are dependent on samings

per share growth of the 2008 results compared with the 2005 results

LTIP {2} these are Matching Shares awarded under the LTH schema Thay am free shares and are condiional on the Direcions acquinng a certan number of shares by 7 May 2008 for the mspective Diector
1o be entitied 1o the Matching Shares avallable under the scheme and the performance cntena be met The vesting critera are dependent on samings per share growth of the 2008 restidts compared with the

2005 resuits

P {3 thess are Conditional Shares awarded under the I TP scheme They are free snares awarded 10 he Directors should the parformance criena be met The vesting ortena are dependert on eamings

per share growth of the 2009 resutts compared with the 2006 results

LTIP {4)  these are Matching Shares awarded under the LTIF scheme They em free shares and are condiaral on the Direciars acquinng a certen number of sheres by 30 June 2007 for the respectve
Crecior to be entftled to the Matching Shares avafiable unaer the scheme and the performance critera ba met The vesting crtena are dependent on earnngs per share gmwth of the 2006 resuits comparned

with the 2006 results

Those options awarded under LTIP (3) and LTIP (4) were granted on 8 March 2007

Note (1) Alan M Jackson was granted an option over 2,400,000 ordinary shares on 5 June 2001 at an exercise pnce of 45p per share
This option was dvided into three tranches of 800,000 shares, each of which may only be exercised f certain performance criiena are
met The Company's share pnce must meet a specified target, which 1s 75p in the case of the first tranche, 105p In the case of the
second tranche and 135p in the case of the third tranche In addiion, the Remuneration Committee must be satisfied that there has been
a sustained improvernent In the undertying performance of the Group before any tranche of the option can be exercised For the second
and third ranches, half of each tranche of the aption may be exercised after three years and half after four years In each case following
the date of the grant Each tranche of the option will lapse six years following the date of the grant «f the target share price has not by
then been met I, however, the target share prce relating to any tranche of the option 1s met within this period that tranche will remain
exercisable until ten years following the date of grant If a change of control of the Company oceurs, Mr Jackson Is entitled to exercise

the ophon n full

The Company's share price has met the entena of the three tranches and the Remuneration Committee is satisfied that there has been
a sustained improvemnent in the undertying performance of the Group Alan M Jackson has exercised all of those opiions avallable to

hwm under the first and second tranches, and has exercised half of the third tranche

Duinng 2006 certain Directors exercised share options that had vested Details of the exercises are noted below

2006 2005

Gamn on Gan on

Number Market pnce exercise EXEercise

of options Exercise  atdateof (beforetax} (beforetax)

Name of director exercised price exercise £000 £000
Alan M Jackson 460,000 45 0p 205 0p 640 426
Kevin J Bacon 427,071 67 4p 233 5p 709 177
Patncia A Corzine 200,974 67 4p 233 5p 334 -

Following the year end date of 31 December 2006, Andrew Page has exercised 716,223 ophons at a grant price of 67 4 pence and

Alan M Jackson has exercised 200,000 options at a grant price of 45 Op
Approval

This report was approved by the Board of Directors on 4 April 2007 and signed on 1ts behalf by

Andrew Thomas
Chairman of the Remuneration Commuttee
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independent auditors

Report to the shareholders of The Restaurant Group plc

We have audited the Group and parent company financial statements (the “financial statements™) of The Restaurant Group plc for the year
ended 31 December 2006 which compnise the consolidated income statement, the consolidated and parent company balance sheets, the
consoldated cash flow statement, the consolidated statement of changes in shareholders’ equity and the related notes These financial
statements have been prepared under the accounting paliciss set out therein We have also audited the information in the Directors’
remuneration report that 1s descnbed as having been audited

Respective responsibiities of directors and auditors

The directors’ responsibiities for preparnng the Annual Report and the Group financial staterments in accordance with applicable law and
International Financial Reporting Standards (“IFRSs”) as adopted by the Eurcpean Union, and for prepanng the parent cormpany financial
statements and the Directors’ remuneration report i accordance with applicable law and United Kingdom Accounting Standards (United
Kingdorm Generally Accepted Accounting Practice) are set out in the Statement of Directors’ responsibilities

Our responsibility 1s to audit the financial staternents and the part of the Directors’ remuneration report to be audted in accordance wath
relevant legal and regulatory requirements and international Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial staterments give a true and far view and whether the financial statements and the
part of the Directors’ remuneration report to be audited have been property prepared in accordance with the Companies Act 1985 and
whether, in addition, the Group financial statements have been properly prepared in accordance with Article 4 of the 1AS Regulation We
also report to you If, In our opinion, the Report of the Directors 1s not consistent with the financial statements, If the company has not kept
proper accounting records, If we have not recened alf the information and explanations we require for our audtt, or f iInformation specified
by law regarding Directors' remuneration and other transactions i1s not disclosed

We review whether the Corporate Governance Statement reflects the Company's comphance with the nine prowsions of the 2003 FRC
Combined Code specified for our review by the Listing Rules of the Financial Services Authonity, and we report if it does not We are not
required to consider whether the Board's statements on internal control cover all nsks and controls, or form an opinion on the effectiveness
of the Group’s corporate governance procedures or Its nsk and control procedures

We read other information contained in the Annual Report and consider whether it 18 consistent with the audited financial statements
The other imformahion compnses cnly the report of the Directors including the corporate governance statement, the unaudtted part of the
Dwectors' remmuneration report, the Chairman’s statement, the Chief Executive Officer’s review of operations, the Group Finance Director's
review, the financial highlights and the Group financial record We consider the implications for our report f we become aware of any
apparent misstatements or matenal Inconsistencies with the financial statements  Our responsibiities do not extend to any other informaion

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other purpose No person is entitled to
refy on this report unless such a person is a person entitled to rely upon this repert by virtue of and for the purpose of the Companies Act
1985 or has been expressly authonsed to do so by our pnor witten consent Save as above, we do not accept responstiiity for this report
to any other person or for any other purpose and we hersby expressly disclaim any and all such liability

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board
An audit ncludes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and the part
of the Directors' remuneration report to be audited 1t also inciudes an assessment of the significant estmates and judgements made by
the Directors in the preparation of the financial statements, and of whether the accouniing policies are appropnate to the Group's and
Company’s cirgumstances, consistently applied and adequately disclosed

Wae planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’ remuneration
report to be audited are free from matenal misstatement, whether caused by fraud or other regulanty or emor In forming cur opinion we
also evaluated the overall adequacy of the presentation of information in the financiat statements and the part of the Directors’
remunerabion report to be audited
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Opinion
In our opnion

the Group financial statements give a true and far view, In accordance with IFRSs as adopted by the European Union, of the state

of the Group’s affars as at 31 Decermnber 2006 and of its profit for the year then ended,

the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the |AS
Regulation,

the parent company financial statements give a true and far view, In accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the parent company’s affarrs as at 31 December 2006,

the parent company financial statements and the part of the Directers’ remuneration report 1o be audrted have been properly prepared
i accordance with the Companies Act 1885, and

the information given In the report of the Dwectors 15 consistent with the financial statemgsts

39! W
BDO Stoy Hayward LLP

Chartered Accountants and Registered Auditors
London
4 Aprl 2007
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Significant accounting policies

The Restaurant Group plc {the “Company”) 1s a company incarporated and registered in Scotland  The consolidated financial statements

of the Company for the year ended 31 December 2006 compnise the Company and its subsidianes {together referred to as the “Group”)
and the Group's interest in its associate

(a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRSs") and
its interpretations adopted by the International Accounting Standards Board (“IASB”) and as adopted by the European Union

(b) Basis of preparation

For accounting penods comimencing on ar after 1 January 2005, the accounting year runs to the nearest Sunday to 31 December each
year which will be a 52 or 53 week period

The financial statements are presented in steding, rounded to the nearest thousand They are prepared on the histoncal cost basis except
demvative financial Instruments which are held at therr far value Non cumrent assets and disposal groups held for sale are stated at the
lower of camying amount and far value less costs to seft

The preparation of financial statements in conformity with IFRS requires management to make judgements, estmates and assumptions
that affect the application of polcies and reported amounts of assets and habilities, income and expenses The estimates and associated
assumptions are based on histoncal expenence and vanous other factors that are believed to be reasonable under the orcumstances, the

results of which form the basis of making the judgements about camying values of assets and kabiihies that are not readily apparent from
other sources Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting estimates are recogmsed in the
penod n which the estimate 15 rewised if the revision affects only that penod, or in the period of the revision and future penods f the
revision affects both current and future penods

Future accounting policies

IFRS 7 “Financial Instruments  disclosures” will be mandatory for the Group for the year ending 30 December 2007 This will require

the Group to amend certain disclosures In relation to its financial nstruments, but will have no impact on the results presented 1AS 1
Amendment — Capital Disclosures will also be mandatory for the Group for the year ending 30 December 2007, and this will not have any
impact on the results presented but will amend certan disclosures IFRS 8 “Operating Segments” will be mandatory for the Group for the
2009 year end results, and agan wili provide amendments to disclosures but will not change the Group’s result The Group does not

consider that any other standards or interpretations 1ssued by the IASB, but not yet applicable, will have a significant impact on the
financial staterments

{c) Basis of consohdation

() Subsidianes

Subsidianes are entities controlled by the Company Contro! exists when the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtan benefits from its actvites I assessing control, potential voting nghts that
presently are exercisable or converhble are taken Into account, regardless of management's intention to exercise that option or warrant

The financial statements of subsidianes are iIncluded in the consolidated financial staterments from the date that control commences until
the date that control ceases

{u) Associates

Associates are those entities in which the Group has signicant iInfluence, but not control, over the financial and operating policies The
consolidated financial statements nclude the Group’s share of the total recognised gains and losses of associates on an equity accounted
basis, from the date that significant influence commences until the date that significant influence ceases When the Group's share of losses
exceeds its interest in an associate, the Group's carrying amount would be reduced to nil and recognition of further losses 1s discontinued
except to the extent that the Group has incurred legal or constructive obligations or made payments on behalf of an associate

(m} Transactions elimunated on consolidation
Intragroup halances and any gains and losses or Income and expenses ansing from intragroup transactions are eliminated In preparing
the consolidated financial statements Unrealised gains ansing from transachions with associates are elminated to the extent of the Group's

interest In the entity Unrealised losses are eliminated in the same way as unrealtsed gans, but only to the extent that there 18 no ewidence
of iImpairment

(d) Foreign currency

Assets and labilihes m foreign cumencies are translated into sterling at the rates of exchangs ruling at the date of the balance sheet
Transactions n foreign curencies are translated into sterling at the rate of exchange at the date of the transacton The profit and loss
accounts for overseas operations are translated at the average rate of exchange for the penods covered by the accounts Exchange

differences that relate to the net equity investment in overseas activittes are taken drectly to reserves Al other translation differences
are taken to the income statement

(e) Denvative financial nstruments

The Group uses denvative financial Instruments to hedge ts exposure to mterest rate nsks ansing from operational, financing and
Investment actvites In accordance with its treasury policy, the Group does not hold or 1ssue denvative financial Instruments for trading
purpeses However, denvatives that do not qualify for hedge accounting are accounted for as trading nstruments
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Denvative financial instrurments are recognised mihally at cost Subsequent to initial recogrution, denvative financial instruments are stated at
far value The gain or loss on remeasurement to fair value 1s recogrised immediately mn the income statement Howaver, whare denvalives
qualify for hedge accounting, recognition of ary resultant gain or loss depends on the nature of the item being hedged

The far value of interest rate swaps 15 the estmated amount that the Group would recesve or pay to terminate the swap at the balarce
sheat date, taking nto account current mnterest rates and the current creditworthiness of the swap counterparties

{f} Property, plant and equipment

ltems of property, plant and equipment are stated at cost less accumuiated depreciation (see below) and imparment losses (see
accounting policy k)

Where parts of an tem of property, plant and equipment have different useful Iives, they are accounted for as separate items of property,
plant and equipment

Leases In terms of which the Group assumes substantially all the nsks and rewards of ownership are classified as finance leases The
owner occupled proparty (excluding land element) acqurred by way of finance lease 1s stated at an amount equal to the lower of its far
value and the present value of the minimum lease payments at nception of the lease, less accumulated depreciation (see below) and
impairment losses (see accounting policy k) Lease payments are accounted for as descnbed in accounting policy r

Subsequent costs

The Group recognises m the carrying amount of an tem of property, plant and equipment the cost of replacing part of such an tem when
that cost Is ncurved 1 it 1s probable that the future economic benefits embodied within the tem will fiow to the Group and the cost of the
ttern can be measured reliably All other costs are recogmsed In the mcome statement as an expense as incurred

Depreciation

Depreciation 1s charged to the income statement on a straight ine basis over the estimated useful Ives of gach part of an item of property,
plant and equipment The estimated useful ives are as follows

Freehold land Indefinite

Freehold buldings 50 years

Long and short leasehold property  Term of lease or 25 years, whichever Is fower
Fixtures and equipment 3 10 years

Motor vehicles 4 years

Computer equipment 3 5 years

(g) Intangible assets - goodwill

All business combinations are accounted for by applying the purchase method Goodwill represents amounts ansing on acquistion
of subsidiaries In respact of business acquistions that have occurred since 1 January 2004, goodwill represents the difference between
the cost of the acquisition and the farr value of the net Identfiable assets acqured

The classification and accounting treatment of business combinaticns that occurred prior to 1 January 2004 has not been reconsidered
in preparing the Group's opening IFRS balance shest at 1 January 2004

Goodwil is stated at cost less any accumulated impairment losses Goodwill is allocated to cash generating unds and 15 tested annually

for mpairment (see accounting polcy k) In respact of associates, the carmying amount of goodwill 1s included n the camying amount of
the investment in the associate

Negatrve goodwill anging on an acquisition 1s recognised directly in the income statement

(h) Trade and other receivables
Trade and other recevables are stated at therr cost less impairment losses {see accounting pohcy k)

) Stock

Stock 1s stated at the lower of cost and net realisable value Net realisable value 1s the estmated selling pnce in the ordinary course
of business, less the estimated costs of completion and seling expenses

() Cash and cash equivalents
Cash and cash equivalents compnses cash balances and call deposits Bank overdrafts that are repayable on demand and form an

Integral part of the Group’s cash management are Included as a component of cash and cash equivalents for the purpose of the statement
of cash flows

() Impairment

Tha camyng amounts of the Group's assets are reviewed at each balance sheet date to determine whether there 15 any indication of
impawment i any such indication exists, the asset’s recoverable amount 15 estmated For goadwill and assets that have an indefinite
usetul Iife, the recoverable amount 1s estimated at each balance sheet date An imparment loss 1s recogrised whenaver the carrving
amount of an asset or s cash generating unit exceeds its recoverable amount Impaiment losses are recognised m the Income statement
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() Share based payment transactions

The share option programme aflows Group employees to acquire shares of the Company The far value of options granted 1s recognised
as an employee expense with a corresponding increase i equity The fair value 1s measured at grant date and spread over the penod
dunng which the employees become unconditionally entiled to the options  The farr value of the options granted 1s measured using a
Stochastic model, taking into account the terms and conditions upon which the opttons were granted The amount recogrised as an

expense Is adjusted 1o refleci the actual number of share options that vest except where forfeiture 1s only due to market based conditions
not achieving the threshold for vesting

(m) Provisions
A provision s recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event,
and it 1s probable that an outflow of economic benefits will be required to settle the obligation I the effect Is matenal, provisions are

determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the tme value
of money and, where appropnate, the nsks specific to the hability

{n) Deferred tax

Deferred tax 1s recogrused in respect of all temporary differences identfied at the balance sheet date, except 1o the extent that the deferred

tax anses from the inthial recognition of goodwill Temporary differences are differences between the carrying amount of the Group's assets
and llabilites and therr tax base

{0) Penstons

The Group makes contrbutions for selected smployess into defined contnbution pension plans and these contributions are charged to the
Income statement as they become payable The Group does not operate any defined benefit plans

(p} Onercus contracts

A prowsion for onerous contracts is recognised when the expected benefits to be denved by the Group from a contract are lower than the
unavoidable cost of meeting its obligations under the contract

(q) Revenue

Revenue represents amounts receved and recewvable for services and goods provided (excluding value added tax and voluntary gratuities
left by customers for the benefit of employees)

() Expenses
(1) Operating lease payments
Payments made under operating leases are recognised in the Incorne statement on a straight ine basis over the term of the lease

(i) Finance lease payments

Minimurn lease payments are apportioned between the finance charge and the reduction of the outstanding liabtity The finance charge 1s
allocated to each penod dunng the lease term 50 as to produce a constant penodic rate of interest on the rermaning balance of the liability

(1) Pre opening expenses

Property rentals and related costs incurred up to the date of opening of a new restaurant are witten off to the Income statement in the year
in which they are Incurred Promotional and training costs are wnitten off to the income statement in the year in which they are ncurred

(s} Dividend policy

In accordance with 1AS 10, ‘Events after the Balance Shest Date', dividends declared after the balance sheet date are not recogrised
as a hability at that balance sheet date, and are recognised in the financial statements when they have received approval by shareholders

Cntical accounting judgements and key sources of estimation and uncertainty

In the process of applying the Group's accounting policies as descnbed above, management has made the following Judgements and
estmations that have the most significant effect on the amounts recognised in the financial statements

(a) Impairment of carrying value of loan note from associate

Following a detalfed review of the cammying value of Lving Ventures, and in ight of current trading performance, the Board has concluded
that It 1Is appropnate to make a prowvision of £9 5m against the loan note repayable in 2008

{b) Impairment of goodwill
The Group determines whether goodwill is imparred at least on a twice-annual basis This requires an estimate of the value In use of the
assets to which goodwill 1s ascnbed Estimating the value in use requires the Group to make an estimate of the future cash flows from

those assets and to choose a suitable discount rate in order to calculate the present value of those cash flows Note 11 provides further
Information on assumpons used

(c) DPP Restaurants Limited

DPP Restaurants Ltd ("DPP") was consolidated as a subsidiary under JAS 27 throughout 2005 even though The Restaurant Group plo
(“TRG” or “The Group”} legaly only held 19 9% of the issued share caprtal due to the existence of an option to take full control of DPP
which became exercisablo on 31 December 2004 The additional mcome statement segregates the results of DPP in 2005 when the
business was nat under the direct control of the Board TRG acquired full control of DPP on 12 January 2006 for a norminal sum and
therefors the Group results include those of DPP in 2006 (as detalled further in note 2)
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Year ended 31 December 2006 Year ended 1 January 2006
Continung  Biscontinued Total Continung Discontinued Total
Note £'000 £'000 £'000 £'000 £'000 £'000
Revenue 3 314,018 730 314,748 263,878 38,450 302,328
Cost of sales 4 (256,060) {1,026) {257,086) (218,049) (34,528) (252,577)
Gross profit/(ioss) 57,058 {296) 57,662 45,829 3,922 49,751
Administration costs 4 (18,475) - (18,475) (19,019 (777) (19,796)
Release of accrual for property exit costs 5 - - - 1,700 - 1,700
Provision against carying value
of loan note from associate 5 (9,500) - {9,500) - - -
Loss on integraton of DPP 5 {4,582) - {4,582) - - -
Loss and provision for loss on disposal
of fixed assets 5 - - — (2,594) - {2,594)
Operating profit/{loss) 25,401 (296) 25,105 25,916 3,145 29,061
Interest payable 7 (3.308) - (3,308} (2,692} - (2,692)
Interest recevable 7 689 - 699 689 - 689
Profit/(loss) before share
of associate and tax 22,792 {296) 22,496 23,913 3,145 27,058
Share of post tax result in
associated undertaking 13 o17) - {917) (600) - {600)
Profit/{loss) before tax 21,875 (296) 21,579 23,313 3,145 26,458
Profit/(loss) before tax, analysed as
Trading business — managead 35,312 (296) 35,016 26,394 3,145 29,539
DPP Restaurants Limited trading result -
not managed - - - (1,733 - (1,733)
Non trading tems 5 (13,437) - {13,437} (1,348} - (1,348}
21,875 296 21,579 23,313 3,145 26,458
Tax on profit/loss) from ordinary actmties 8 {11,264) 101 {11,163) (7.567) {1,050) {8,617)
Profit/floss) on ordinary activities after tax 10,611 {195) 10,416 15,746 2,095 17,841
Profit on sale of businesses net of tax 5 - 3,950 3,850 - 5,504 5,504
Profit for the financial year
attnbutable to equity shareholders 10,611 3,755 14,366 15,746 7,599 23,345
Eammgs per share (pence)
Basic 9 536 180 726 727 351 1078
Diluted 9 534 189 723 722 348 10 70
Dwidend per share (pence) — ordinary 10 6 00 475
~ special 10 16 00 -
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Year ended  Year ended
31 December 1 January
2006

2006

Note £'000 £'000
Opening equity (IFRS, excluding 1AS 32 and 1AS 39) 9,436 75,883
Adjustment to opening equity for Incluston of swaps under 1AS 32 and |1AS 39 - 127
Opemng equity (IFRS, mcludmg 1AS 32 and 1AS 39) 91,436 76,010
Profit for the year 14,366 23,345
Foreign exchange translation differences 1 (165)
Deferred tax credit on share-based payments taken directly to equity 1,529 411
Total recognised income and expense for the year 15,896 23,581
Dmdends — ordinary 10 (9,490) 9.,277)
Dividends ~ special 10 (34,793) -
Issue of new shares 19, 21 1,096 604
Share based payments — credit to equity 20 1,059 508
Total changes in equity In the year (26,232) 15,426

Closing equaty 65,204 91,436
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At At
31 December 1 January
2006 2006
Note £'000 £'000
Non current assets
Intangible assets 11 11,275 11,275
Property, plant and equipment 12 174,035 151,337
Investment in associate 13 7,810 8,727
Trade and other recenvables 13 875 10,375
193,995 181,714
Current assets
Stock 14 2,992 2,763
Financial assets - denvative financial instruments 24 652 7
Trade and other recevables 15 5,170 5,498
Prepayments 12,138 11,094
Cash and cash equivalents 23 683 428
21,635 19,788
Total assets 215,630 201,502
Current liabilities
Short term borrowings 23 (1,165) (1,845)
Income tax labilthes (4,947 (8,315)
Trade and other payables 16 {74,864) (71.476)
(80,976) (81,636)
Net current habilihies (59,341) (61,848)
Non current habilities
Long term borrowings 23 (47,000) (11,000)
Other payables 25 (2,737 {2,696)
Deferred tax iabilties 18 {16,247) {13,971)
Provisions 17 (3,466) (783)
(69,450) (28,430)
Net assets 65,204 91,436
Equity
Share capital 19 54,863 54,366
Share premium 21 20,346 19,747
Foreign currency reserve 21 81 80
Other raserves 21 1,823 764
Retained earmings 21 {11,909) 16,479
Total equity shareholders’ interests 65,204 91,436

The financial statements on pages 32 to 56 were approved by the Board of Directors and authonsed for 1ssue on 4 Apnl 2007 and were

signed on its behalf by WVL
V‘\J

lan M.Adackson Stephen M A. Cntoph ACA
Group Finance Director
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Year ended Year ended

31 December 1 January
2006 2008
Note £°000 £'000

Cash flows from operating activities
Cash generated from cperations 22 63,374 55,484
interest received 68 219
Interest paid (2,906) (2,076)
Tax pad (9,656) (8,199)
Net cash flows from operating activiies 50,880 45,428

Cash flows from investing activhes
Acquisihion of associate - (10,186
Acquistion of subsidiary, net of cash acquired - (26,889}
Disposal of business, net of cash disposed (1,455} 32,982
Drsposal of subsidiary, net of cash disposed - 5,630
Integrabion of business {584) -
Purchase of property, plant and equipment (40,775) (39,767)
Proceeds from sale of property, plant and equpment 58 708
Net cash used in investing activiies (42,756} (37.522)

Cash flows from financing activities
Net proceeds from issue of ordinary share capital 1,096 B804
Net proceeds from issue of bank loan 36,000 4,000
Dmidends paid to shareholders (44,283) (©,277)
Net cash used in financing activiies {7,187) {4,673)
Net increase in cash and cash equivalents 937 3,233
Cash and cash equivalents at start of year 23 (1,419) (4,652)
Cash and cash equivalents at end of year 23 (482) (1,419)
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Year ended 31 December 2006

EBITDA Profit
Turnover EBITDA Margmn Profit Margin
£'000 £'000 % £000 %
Leisure 236,258 62,703 26 5% 50,745 21 5%
Concessions 72,479 15,154 20 9% 11,088 15 3%
Pnncipal trading brands 308,737 77,857 25 2% 61,833 20 0%
Non core brands 5,281 (1,789) {33 9%) (1,999) (37 8%)
Continuing operabons 314,018 76,068 24 2% 59,834 191%
Discontinued operations 730 (296) (40 6%) (296) {40 6%)
Jotal all brands 314,748 75,772 24 1% 59,538 18 9%
Pre opening costs (ncluded in cost of sales) (1,876} 06%) (1,876} 0 6%)
Administration (17,192) (5 5% (17,416) (5 5%)
Share based payments {1.059) {0 3%) (1,059} (0 3%)
EBITDA/operating profit 314,748 55,645 177% 39,187 125%
Release of accrual for property exit costs -
Provision against carrying value of loan note from associate (9,500}
Loss on integration of DPP {4,582)
Restructunng costs -
Loss and provision for loss on disposal of fixed assefs -
Operatlngﬂﬁt 25,105
Year ended 1 January 2006
EBITDA Profit
Turnover EBITDA Margin Profit Margin
£'000 £'000 Y% £000 Yo
Lewsure 189,009 49,541 26 2% 39,974 21 1%
Concessions 59,771 12,360 207% 8,919 T 14 9%
Pnncipal trading brands 248,780 61,901 24 9% 48,893 19 7%
Non core brands. 15,098 (765) (5 2%) [1,653) (10 3%)
Continuing operations 263,878 61,116 23 2% 47,340 17 9%
Discontnued operations 38,450 6,977 181% 3,822 10 2%
Total all brands 302,328 68,093 22 5% 51,262 17 0%
Pre opening costs (included in cost of sales) {1,511) {0 5%) 1,511 {05%)
Administration (17,179) (5 7%) (18,954) {6 3%)
Share based payments {508) ({0 2%) {508) (0 2%}
EBITDA/operating profit 302,328 48,895 16 2% 30,289 10 0%
Release of accrual for property exit costs 1,700
Prowvision against carmying value of loan note from associate -
Loss on integration of DPP -
Restructuring costs {334)
Loss and provision for loss on disposal of fixed assets (2,594)
Operatlng profit 29,061

No geographical segment analysis has been provided as the Divectors do not consider there to be matenally significant geograptucal
segments The Group currently operates three restaurants outside of the United Kingdom
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Year ended 31 December 2006

Capital Segment Segment
Depreciation additions assets habilities
£000 £000 £'000 £°000
Leisure 11,958 31,628 167,970 43,086
Concessions 4,066 5,087 19,099 11,504
Pnincipal trading brands 16,024 36,715 187,069 54,590
Non core brands 210 = 2,233 7,112
Continuing operations 16,234 36,715 189,302 61,702
Discontmued operations — — - 2,568
Totat all brands 16,234 36,715 189,302 64,270
Central tems 224 4,080 10,920 10,614
Unallocated items - - 15,408 75,542
DPP Restaurants Limited - - - -
Total Group 16,458 40,775 215,630 150,426
Year ended 1 January 2006
Capital Segment Segment
Depreciation addihons assels habiities
£000 '000 £'000 £000
Leisure 9,567 26,980 145,293 31,518
Concessions 3,441 . 6,794 17,431 9,371
Pnncipal trading brands 13,008 33,774 162,724 40,889
Non core brands 210 - 3,538 2837
Continuing operations 13,218 33,774 166,262 43,726
Discontinued operations 3,055 864 - 5,603
Total all brands 16,273 34,638 166,262 49,329
Central tems 1,775 6,272 7,562 16,169
Unallocated tems - - 25,444 42,845
DPP Restaurants bimited 558 147 2,234 1,723
Total Group 18,606 41,057 201,502 110,066

Segmental assets are allocated to dvsions where possible Unallocated segmental assets include the investment in associate,

non current and curent trade and other recevables, denvative financial instruments, cash and cash equivalents and certam prepayments

Unallocated labiihes include borrowings, provisions, ncome and deferred tax and certain accruals and other creditors
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Note 2 — Additional iIncome statement

Addtional income statement informagion 1s provided as a useful guide to undertying trading performance The adjustments from the

statutory income staternent are to aid understanding of the Income statement and should be read In conjunction with, rather than as
a substtute for, the reported nformation

DPP Restaurants Ltd (‘DPP") was consolidated as a subsidiary under 1AS 27 throughout 2005 even though The Restaurant Group pic
(“TRG" or “The Group”) legally only held 19 9% of the 1ssued share capital due to the exstence of an option to take full control of DPP
which became exercisable on 31 December 2004 The additional mcome statement segregates the results of DPP in 2005 when the
business was not under the divect contro! of the Board TRG acquired full control of DPP on 12 January 2006 for a nominal sum and
therefore the Group results include those of DPP In 2006

The 2006 and 2005 results include a number of items which are of a one off nature and not representative of the underiying trading
performance of the business These have been separately identfied i the additional Income staternent as non trading items

For the purposes of the additional Income statement, a normalised tax rate of 34% has been applied to the trading business to reflect
the underiying effective tax rate

Note 2a — Additional income statement
Year ended 31 December 2006

Continung  Discontinued Trading Non OPP
operations operations  business trading trading Total
£'000 £'000 £'000 £'000 £000 £'000
Revenue 314,018 730 314,748 - - 314,748
Cost of sales’
Excluding pre opening costs (254,184) (1,026) (255,210) - - (255,21 OJ
Pre opening costs (1,876) — (1,876) — - {1,876]
(256,060) {1.026) {257,086) -~ - (257,086)|
Gross profit/(loss) 57,958 {296) 57,662 - - 57,662
Admunistration costs
Excluding one off costs (18,475) - (18,475) - - (18,475
Restructunng costs - - - - - -
{18,475) - {18,475) — - (18,475)
Trading profit/{loss) 39,483 (296) 39,187 - - 39,187
Release af accrual for property exit costs - - - - - -
Provision aganst camying value of loan note from associate - - - (9,500) - (9,500)
Loss on integration of DPP - - - (4,582) - 4,582
Loss and proviston for loss on disposal of fixed assets - - - - - -
Operating profit/{loss) 39,483 (296) 39,187 (14,082} - 25,105
Interest payable {3,308) - (3,308) - - (3,308}
Interest recevable 54 - 54 645 - 699
Profit/(loss) before share of associate and tax 36,229 (296) 35,933 (13.437) - 22,496
Share of post tax result In associated undertaking ©17) - {817) - - N7
Profit/{loss) on ordinary activities before tax 35,312 (296) 35,016 {13,437) - 21,579
Tax on profit/foss) from ordinary actmties (12,364) 101 {12,263) 1,100 - {11,163}
Profit/{loss) on ordinary activities after tax 22,948 (195) 22,753 {12,337) - 10,416
Profit on sale of businesses net of tax - - - 3,950 - 3,950
Profit/{loss) for the year 22,948 {195) 22,753 (8,387) - 14,366
Earnings per share (pence)
Basic 11 50 726
Diluted 11 45 723
Diidend per share (pence) — ordinary 600
- special 16 00




Notes to the accounts contrue 42 o reetzon

Note 2a - Additional income statement continued
Year ended 1 January 2006

Continuing  Discontinued Trading Non DPP
operations operations business trading trading Total
£'000 £:000 £'000 £000 £'000 £'000
Revenue 248,843 38,450 287,293 - 15,035 302,328
Cost of sales*
Excludmg pre opening costs (200,851) (34,528) (235,379) - (15,687 (251,066}
Pre opening costs (1,511) ~ {1,511} - - (1,511}
(202,362} (34,528) (236,890) - {15,687) (252,577)
Gross profit/{loss) 46,481 3,922 50,403 - (652) 49,751
Administration costs
Excludmng one off costs (17,664 777 {18,441) - (1,021) (19,462)
Restructunng costs - - - (334) - {334)
(17,664) (777) (18,441) (334) {1,021} {19,796)
Trading profit/(loss) 28,817 3,145 31,962 (334) (1,673) 29,955
Release of accrual for property exit costs - - - 1,700 - 1,700
Provision agamst camrying value of loan note from associate - - - - - -
Loss on integration of DPP - - - - - -
Loss and prowsion for loss on disposal of fixed assets - - - (2,594) - (2,594}
Operating profit/{loss) 28,817 3,145 31,962 (1,228) (1,673) 29,061
Interest payable (2,512 - (2,512) (120} (60) (2,692)
Interest recevable 689 - 689 - - 689
Profit/(loss) before share of associate and tax 26,994 3,145 30,139 (1,348) (1,733} 27,058
Share of post tax result in associated undertaking (600} - (600) - - (600)
Profit/(loss) on ordmary activities before tax 26,394 3,145 29,539 (1,348) (1,733) 26,458
Tax on profit/{loss) from ordinary actties (8,817) (1,050) (9,867) 470 780 (8,617)
Profit/(loss) on ordinary activities after tax 17,577 2,095 19,672 (878) (953) 17,841
Profit on sale of businesses net of tax - - - 5,504 - 5,504
Profit/(oss) for the year 17,577 2,095 19,672 4,626 {953) 23,345
Eamings per share (pence)
Basic 908 1078
Diluted 90 1070
Dividend per share (pence} — ordinary 475

~ special




Note 2b - Additional information

4 3 The Restaurant Group plc
Arnual Report 2006

Year ended 31 December 2006

EBITDA Profit
Turnover EBITDA Margin Profit Margin
£'000 £000 Y% £000 %
Leisure 236,258 62,703 26 5% 50,745 21 5%
Concessions 72,479 15,154 20 9% 11,088 15 3%
Pnncipal trading brands 308,737 77,857 25 2% 61,833 20 0%
Non core brands 5,281 (1,789) (33 9%) (1,999) (a7 8%)
Continuing operations 314,018 76,068 24 2% 59,834 191%
Discontinued operations 730 {2986) (40 6%) {296) (40 6%)
Total all brands 314,748 75,772 24 1% 59,538 18 9%
Pre opening costs (included in cost of sales) (1,876} 0 6%) (1.876) (f)_ 6%)
Adrministration (17,192 (5 5%) (17,416) (5 5%)
Share based payments {1,059) (0 3%) {1,059) (0 3%)
EBITDA/operating profit 314,748 55,645 17 7% 39,187 12.5%
Total net interest charges (3,254)
Profit before taxation and share of associate’s result 35,933
Share of losses of associated undertalang (817)
Profit before taxation 35,016
Taxation (12,263}
Profit after taxation 22,753
Earrungs per share (pence) — trading business
Basic 1150
Dituted 1145
Year ended 1 January 2006
EBITDA Profit
Tumover EBITDA Margin Profit Margin
£'000 £'000 % £'000 Yo
Leisure 189,009 49,541 26 2% 39,974 21 1%
Concessions 59,771 12,360 207% 8,919 14 9%
Principal trading brands 248,780 61,901 24 9% 48,893 197%
Non core brands 63 Ba1) - {901) -
Continuing operations 248,843 61,210 24 6% 47,992 19 3%
Discontinued operations 38,450 65,877 18 1% 3,922 102%
Total all brands 287,293 68,187 23 7% 51,914 181%
Pre opening costs (included in cost of sales) (1,511) {0 5%) (1,5611) {0 5%)
Admirustration (16,158) {5 6%) (17,933) {6 2%}
Share based payments {508) (0 2%} (508) (0 2%)
EBITDA/operating profit 287,293 50,010 17 4% 31,962 111%
Total net |nterest_cf-1§rges (1,823)
Profit before taxation and share of associate’s result 30,139
Share of losses of associated undertaking (600)
Profit before taxation 29,539
Taxation (9,867)
Profit after taxation 19,672
Earmings per share {pence) - trading business
Basic 908
Diluted 9M

No geographical segment analysis has been provided as the Directors do not consider thers to be matenally signficant geographical
segments The Group currently operates three restaurants outside of the United Kingdom
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3 Revenue
2006 2005
£000 £'000
Revenue consists of the following
Continuing business — owned and managed during the year 314,018 248,843
DPP Restaurants Limited - 15,035
Continuing operations 314,018 263,878
Discontinued operations 730 38,450
Total revenue for the year 314,748 302,328

DPP Restaurants Ltd {(*DPP”) was consclidated as a subsidiary under IAS 27 throughout 2005 even though The Restaurant Group plc
{*TRG" or “The Group”) legally only held 19 9% of the issued share capital due to the existence of an option to take full control of DPP
which became exercisable on 31 December 2004 The results of DPP In 2005 are segregated as the business was not under the direct
control of the Board TRG acquired full control of DPP on 12 January 2006 for a nominal sum and therefore the Group results include

those of DPP in 2006

4 Profit from operations

2006 2005
£'000 £'000

Included in cost of sales are the following
Continuing business — owned and managed dunng the year 254,184 200,851
Pre opening costs 1,876 151
DPP Restaurants Limited - 15,687
Conbnuing operations 256,060 218,049
Discontinued operations 1,026 34,528
Total cost of sales for the year 257,086 252577
Included in administration costs are the followng
Continung busingss ~ cwned and managed during the year 18,475 17,664
Restructunng costs - 334
DPP Restaurants Limited - 1,021
Continuing operations 18,475 19,019
Discontinued operations - 777
Total admunistration costs for the year 18,475 19,796
Other amounts included within operating expenses are
Depreciation 16,458 18,606
Operating lease rentals of land and buildings 44,102 41,813
Rental ncome (5,960 (3.406)
Auditor’s remuneration
Audit services 143 105
Audit related regulatory reporting 25 23
Tax complance services 58 36
Further assurance reviews 14 13
Fees in respect of transactions - 110
Audit services by overseas affliate 5 5
Other adwvisory fees 33 5

Audit fees included n the above total relating to the Company are borne by a subsidiary undertaking Of the total fees paid to audrtors,
£248,000 was expensed as administration costs In 2005, of the total fees paid to auditors, £187,000 was expensed as administration
costs, £73,000 was expensed as professional fees incurred on disposal of businesses and £37,000 was captalised as part of the

professional fees incurred on acquisition
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5 Non trading items

2006 2005
£'000 £'000

a) tems classified as non trading within ordinary activies.
i Provision against camying value of loan note from associate {9,500} -
n) Loss on integration of DPP {4,582) -
1) Finance gan/(charge) ansing from remeasurement of interest rate swap 645 (120
) Release of accrual for property exit costs - 1,700
v} Loss and prowision for loss on disposal of fixed assets - (2.594)
w) Restructunng costs - (334)
{13,437) (1,348)

iy Following a detalled review of the carrying value of Living Ventures, and i light of cument trading performance, the Board has concluded
that It 1s appropnate to make a provision of £9 6m aganst the Yoan note repayable n 2008

1) The loss on miegration of the Deep Pan Pizza business s in refation to costs incurred on employee and contract tefrminations and
a number of property costs meluding the wite down of the camying value of the business on integration, provisions for onerous leases
and premiums on disposal of some of the properties

1) The Group has taken a credt of £0 6m (2005 £0 1m charge) n respect of the remeasurement of its Interest rate swap (more detal
1s provided In note 24)

i) In 2005, the Group meurred a net charge of £0 9m in respect of loss and provision for loss on disposal of assets and a charge
of £0 3m on restructurng costs

2006 2005
£'000 £'000

b) Profit on sale of business
i) Proftt on disposal of Est Est Est Restaurants Lirnuted 184 1,682
1) Profit on disposal of the Caffe Uno business 2,696 3,692
1) Share of profit made on disposal of business by associate - 400
2,880 5,674
Tax on sale of businesses 1,070 (170)
Profit on sale of busingss after tax 3,950 5,504

 On 31 March 2005, the Group sold Est Est Est Limited to Living Ventures Limited and a profit of £1 6m was recognised A further profit
of £0 2m has been recogrused In 2006

1) On 12 December 2005, ihe Group disposed of 53 of the 59 sttes that formed the Caffe Uno brand to Paramount for a profit of £3 7m
in 2006, a further £2 7m profit has been recognised following the release of accruals in respect of dilapidations and warranty clams that
are no longer required as they have become time lapsed, and following the completion of better than anticipated deals on disposal of
some of the sites not sold to Paramount

ui) In 2005, a profit of £0 4m was recognisad m respect of the share of profit on disposal of part of the business by Living Ventures Limited
6 Staff costs and numbers

2006 2005
a) Staff costs (including Directors) compnse £'000 £'000
Wages and salanes 86,403 84,123
Social secunty costs 6,759 8,482
Share based payments 1,059 508
Pension costs 258 333
94,479 91,446

b) Staff numbers
United Kingdem 7,579 7,430
Europe 84 92
7,663 7,622
¢) Directors’ remuneration £'000 £'000
Emoluments 1,810 2,232
Money purchase {and other) pension contributions 284 178
2,094 2,410
Charge n respect of share options 586 232
2,680 2,642

Eurther details of the Directors’ emoluments and the executive pension schemes are given in the Directors’ remuneration report on
pages 24 to 29, of which the mformation on pages 27 ¢ 29 has been audited
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T Net finance charges

2006 2005
£000 £'000
Bank interest receivable 11 15
Interest recevable on loan note due from Living Ventures (net of prowsion) - 822
Other nterest recevable 43 152
Farr value credit on interest rate swap 645 -
Interest recevable 699 689
Bank mierest payable 2,816 1,833
Other interest payable 149 290
Interest on cbligations under finance leases 343 449
Far valug charge on interest rate swap - 120
Total borrowing costs 3,308 2,692
Net finance charges 2,609 2,003
8 Taxation
2006 2005
£'000 £'000
a) The taxation charge compnses
Current taxation
UK corporation tax at 30% 8,594 9,202
Adjustments in respect of previous periods (115) (187}
8,479 9,015
Deferred taxation
Ongination and reversal of iming differences 2,684 15
Adjustments in respect of previous penods - (413)
2,684 (398)
Taxation charge on ordinary activities 11,163 8,617
Taxation {credity/charge on disposal of businesses {1,070) 170
Total taxation charge for the year, including impact of disposal of businesses 10,093 8,787

b) Factors affecting the tax charge for the year
The tax assessment for the year 1s higher than the standard UK carporation tax rate of 30% dus to the following factors

2006 2005
£'000 £'000
Profit on ordinary activities before taxation 21,579 26,458
Profit on ordinary activities before taxation muttiplied
by the standard UK corporation tax rate of 30% (2005 30%) 6,474 7,937
Effects of
Loss made by associate, with no tax credit avalable 276 60
Depreciation on non qualfying assets 1,555 1,373
Expenses not deductible for tax purposes 3,110 150
Loss on disposal of non qualfying assets 710 152
Rolled over gain - 113
Tax deduction for exercse of share options (847) (308)
Recognition of tax losses in DPP Restaurants Limited not previously recognised - (260)
Adjustment In respect of previcus years (115) (600)
Taxation charge on ordinary activiies 11,163 88617
Tax credit/(charge) on disposal of businesses (1,070) 170
Total taxation charge for the year, including impact of disposal of businesses 10,093 8,787

Current tax on ardinary actvities consists of £8,568,000 (2005 £8,056,000) for continuing actvities and a credit of £89,000 (2005 £953,000
charge) in respect of discontinued actvites Deferred tax on ordinary activities consists of £2,696,000 (2005 £489,000 credit) n respect

of continuing actvites and a credit of £12,000 (2005 £91,000 charge) i respect of discontinued actvities In addition, a tax credit of
£1,070,000 (2005 £170,000 charge) has been recogrised in respect of dispesal of businesses
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9 Earnings per share

2006 2005
a) Basic earmings per share
Waghted average ordinary shares in issue dunng the year 197,790,404 216,576,330
Total basic profit for the year (£'000) 14,366 23,345
Basic earrungs per share for the year (pence} 726 1078
Effect of non trading tams on earnings for the year (£'000) 8,387 {4,626)
Effect of consoldation of DPP Restaurants Limited for the year (£'000) - 953
Earnings excluding non trading tems {£'000) 22,753 19,672
Adjusted earmings per share (pence) 1150 908
b) Continuing and disconhinued activities
Profit for the year from continuing actvities (£'000) 10,611 15,746
Basic eamings per share from continuing activities {pence) 536 727
Profit for the year from discontinued actvities (£'000) 3,755 7,599
Basic earmnings per share from discontinued activities (pence) 1980 351
¢) Diluted earnings per share
Weighted average ordinary shares In 1ssue durng the year 197,790,404 216,576,330
Dilutve shares 1o be 1ssued In respect of options granted under the share ophion scheme 953,597 1,668,454

198,744,001 218,244,784

Diluted earmings per share (pence} 723 1070
Diluted adjusted earnings per share (pence) 11.45 g
Diluted earnings per share from continuing activities (pence) 534 722
Diluted earnings per share from discontinued activities (pence} 189 348

The addtional earmings per share information {where non trading tems for 2005 and 20086, and the performance of DPP Restaurants
Limsted or 2005 when it was not managed by The Restaurant Group plc, have been added back) has been prowded as the Directors
believe they provide a useful Indicabon as to the undertying performance of the Group

Diluted earmngs per share nformation 15 based on adjusting the weighted average number of shares In 1ssus m respect of notional share
awards made to employees in respect of share option schemes No adjustment 1s made 1o the reported earnings for 2006 and 2005

10 Dividend

2006 2005
£'000 £'000

Amounts recogrised as distribufions to equity holders dunng the year
Final dmdand for the vear ended 1 January 2006 of 3 84p (2004 3 375p) per share 7,442 7,306
Intenm diadend for the year ended 31 December 2006 of 1 05p (2005 0 91p) per share 2,048 1,971
9,490 9277
Special dvidend of 16p per share paid on 8 March 2006 34,793 -
44,283 9,277
Proposed final dvidend for the year ended 31 December 2006 of 4 85p {2005 3 84p) per share 9,656 7.442

The proposed final dvdend 1s subject to approval by sharsholders at the Annual General Meeting to be held on 16 May 2007 and 1
not recognised as a hability m these financial staterments The proposed finat dvidend payable reflects the number of shares i issue
on 31 December 2006 In addition, a special dvidend of 16p per share (totaling £34 8m) was paid to shareholders on 8 March 2006
This 15 In respect of the return of value to shareholders following the disposal of Caffe Uno in December 2005

11 Intangible assets

Goodwill
£'000

Cost
At 2 January 2006 and 31 December 2006 11,275

The goadwll in respect of the acquisition of Blubeckers 1s considered to have an indefinite Iife As such, it 1s not amortised but 1s subject
1o an annual Impaiment review This mpaiment review 1s based on a value in use calculation, whereby the discounted cash flow projectons
of the business are reviewed aganst the carnying value of the goodwill Cash flow projections are based on budgeted informaton and as
approved by the Board and with referance to the Group's three year business plan, with discount rates of 8% applied A growth rate
beyond the cycle of 2 5% has been applied
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Fixtures,
Land and equipment
bulldings & vehicles Total
£000 £2000 £'000

Cost
At 1 January 2005 176,956 85,366 262,322
Exchange movement (11Q) (107) {217)
Acguisitions 18,270 3,850 22,120
Additions 28,113 12,944 41,057
Disposals (52,277} (21,557) (73,834)
At 1 January 2006 170,952 80,498 251,448
Deprecialion
At 1 January 2005 60,439 47,205 107,644
Exchange movement 64 & {69
Acquisitions 474 1,798 2,272
Prowided during the year 10,396 8,210 18,606
tmpairment 2,890 470 3,360
Disposals (18,463 (13,239} {31,702)
At 1 January 2006 55,672 44,439 100,111
Cost
At 2 January 2006 170,852 80,496 251,448
Exchange movement 1 1 2
Acquisitions - - -
Addtions 27,344 13,431 40,775
Disposals (3.439) (8,142) {11,581}
At 31 December 2006 194,858 85,786 280,644
Depreciation
At 2 January 2006 55,672 44,439 100,111
Exchange movement 1 - 1
Acquisitions - - -
Provided during the year 12,207 4,251 16,458
impairment 359 1,225 1,584
Disposals (3,439) (8.,106) {11,545)
At 31 December 2006 64,800 41,809 106,609
Net book value as at 1 January 2006 115,280 36,057 151,337
Net book value as at 31 December 2006 130,058 43,977 174,035

The imparment made n 2005 Is in respect of Caffe Uno sites which were not sold to Craftbutton Limited on 12 December 2005, and the
write down of certam finance leases in respect of DPP units The imparment in 2008 1s the write down of the carmying velue of the Deep

Pan Pizza units on Integration

2006 2005
£'000 £'000
Net book value of land and buildings
Freehold 28,986 27,242
Long leasehold 1,739 1,807
Short leasehold 98,333 86,231
130,058 115,280
Assets held under finance leases
Cost
At start of year 1,961 3,438
Disposals - (1,477}
At end of year 1,961 1,961
Depreciation
At start of year 982 661
Provided dunng the year 41 61
Imparment - 520
Disposals - (260)
At end of year 1,023 982
Net book value at end of year 938 979
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13 Investment in Living Ventures Limited

The 40% nvestment in Lving Ventures Limited 18 accounted for using the equity method Living Ventures Limited has an accounting
year end date of 31 March The Group’s share of the total recognised profit or loss in Living Ventures Limited for the twelve maonth penod
to 31 December 2006 was a 1oss of £917,000 {nine months of 2005 fofowing acquisttion £200,000 toss) Summansed financial
information on Living Ventures Limited for the year 1s as follows

2006 2005

£000 £'000

Non current assets 34,857 36,216
Current assets 3,606 6,850
Non current habilities (23,478) (29,344)
Current habiliies . (9,458) (11,951)
Equity (473) 1,771
Revenue 47,567 35,647
Loss before disposal of brand {2,292) (1,501}
Net loss (2,292) (500)

At 31 December 2006 Living Ventures was contractually committed to £25,000 {2005 £30,000) of capital expenditure The trade and
other recevable disclosed as a non current asset 1n the consolidated balance sheet 1s In respect of a loan note due from Living Ventures
Lirited 1 2008 Interest is receivable from Living Ventures Limited at a rate of LIBOR No interest recevable from Living Ventures bimited
has been recagnised in the Income statement of The Restaurant Group plc in 2006 Following a detalled review of the carrying value

of the Investment, and in kght of current trading periormance, the Board has concluded that t s appropriate to make a provision

of £9 5m aganst the loan note

14 Stock

Stock compnses raw matenals and consumables and has been valued at the lower of cost and estimated net realisable value
The replacement cost at 31 December 2006 s considered by the Directors not to be matenally different from the balance sheet value
The Group recognised £75,362,000 of purchases as an expense in 2006 (2005 £73,118,000)

15 Trade and other receivables

2006 2005
£°000 £'000
Amournits faling due within one year
Trade debtors 2,583 2,642
Other debtors 2,587 2,856
5,170 5,498
16 Trade and other payables
2006 2005
£'000 £'000
Amounts fallng due within one year
Trade credtors 30,110 24,399
Other tax and social securtty 9,511 9,006
Cther creditors 8,964 8,648
Accruals 26,279 29,424
74,864 71,476
17 Provisions
2006 2005
£°000 £'000
Prowision for onerous lease contracts
Balance at start of year 763 625
Charged to the incorne statement duning the year 3,008 431
Uthsed dunng the year (306) {293)
Balance at end of year 3,466 763

The provision for onerous contracts 1s in respect of kease agreements and covers the onerous element of expenditure over the Ife of those
contracts which are considered onerous, expinng 1 2 to 34 years A discount rate of 7 5% has been approved in calculating the provision
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18 Deferred taxation

2006 2005
£'000 £'000
Balance at start of year 13,971 15,725
Capital allowances in advance of depreciation charged to the iIncome statement 2,845 599
Deferred tax recognised on losses from DPP Restawanis Limited - 814}
Other timing differences (161) (187}
Rolled over gams recognised duning the year - 113
Held over gamns released to the income statement - {413)
Deferred tax adjustment ansing on disposal of business assets of Caffe Uno 12 {1,518}
Deferred tax taken drectly to the mcome staterment 2,696 (2,220)
Share options deferred tax credit, taken directly to equity {1,529) 411)
Deferred tax adjustment on sale of Est Est Est Restaurants bimited - 1,719
Deferred tax ansing on acquisition of Blubeckers Limited - 2,506
(1,529) 468
Transfer to corporation tax 1,109 -
Balance at end of year 16,247 13,971
2006 2005
£000 £'000
Deferred tax consists of
Capital allowances in advance of depreciation 18,183 14,229
Capital gains held over 460 460
Caprital gains rolled over 633 633
Other tming differences (3,029) {1,351)
16,247 13,971
19 Share capital
Number £'000
Authonsed
At 1 January 2005 and 2006 (ordinary shares of 25p each) 320,000,000 80,000
Share consolidation on 27 February 2006 {35,5585,556} -
At 31 December 2006 (ordinary shares of 28%p each) 284,444,444 80,000
Allotted, called up and fully pad
At 1 January 2005 216,346,706 54,087
Exercise of share optons 1,115,863 279
At 1 January 2006 (25p ordinary shares) 217,462,569 54,366
Share conschdation on 27 February 2006 (24,162,505) -
Revised number of shares (28%p ordinary shares) 193,300,064 54,366
Exercise of share options 1,767,199 497
At 31 December 2006 195,067,263 54,863

On 27 February 2006 The Restaurant Group plc undertook a share consolidation, whereby nine existing shares were exchanged for

eight new shares Following the share consolidation the norminal value of an ordinary share of The Restaurant Group plc 1s 28%sp

The authonsed share capital 1s 284,444,444 shares and the allotied, called up and fully paid up number of shares was 193,300,064

mmechately after the share consolidation

Dunng the year, 1,767,199 ordinary shares of 28%p were allotted and fully paid (2005 1,115,863 ordinary shares of 25p) The nominal
value received was £497,000 (2005 £273,000) and total consideration receved was £1,096,000 (2005 £604,000)
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20 Share based payment schemes

The Group has taken advantage of the exemption under IFRS 2 “Share based payments” not to account for share options granted before
7 November 2002 The charge recorded in the financial statements of the Group is

2006 2005
£000 £'000
Share based payment schemes 1,059 508

The Group operates a number of share option schemes, details of which are prowded in the Directors” remuneration report on pages 241029

Opthons granted under the share option schemes and not exercised at 31 December 2006 were

At 31
December At1

2006 January Exercise
Penod dunn-__:_| which options are exercisable. Scheme Number 2006 pnce
2002 2009 1998 50,244 110,586 750p
2003 2010 1998 6,030 58,853 48 ép
2004 2011 Note (1) 400,000 800,000 45 0p
2006 2013 2003 967,742 2,231,825 67 4p
2007 2014 2003 1,667,500 1,760,000 97 7p
2007 2008 2003 SAYE 401,802 444,772 790p
2008 2016 2003 1,479,000 1,544,000 134 4p
2009 2003 SAYE 266,029 - 160 Op
2009 2005 LMP 1,466,051 - -

Note {1} The Scheme 15 in respect of Alan M Jackson's share options granted on 5 June 2001 Further detalls are provded in the
Directors’ remuneration report on page 20 Dunng the year Mr Alan M Jackson exercised 400,000 share options at an exercise pnce
of 45p, and as at 31 December 2006 there are 400,000 share options outstanding No charge io the income statement 1s recognised
in respect of Mr Alan M Jackson's share options as they were granted pror to 7 November 2002

Note (2) To ensure comparability of the value of options to option holders, the exercise price and number of shares awarded were subject
o amendment following the Placing on 14 January 2004

Executive Share Option Plans (ESOPs)

The Group has m place two ESOPs, the 1998 scheme and 2003 scheme Under these schemes the Remuneration Committee may grant
options over shares in The Restaurant Group plc to employees of the Group The contractual ke of an option Is ten years Awards under
the ESOPs are generally reserved far senior management level and above and 33 employees were eligible to participate at 31 December
2006 Options granted under the ESOPs become exercisable on the third anmversary of the date of grant, subjsct to growth in earnings

per share exceeding RP! growth by mare than 4% (under the 1998 scherne) or 21/2% (under the 2003 scheme) Exercise of options is
subject to continued employment within the Group

Options were valued using a Stochastic option pncing model No perforrmance condiions were ncluded in the farr value calculations
As perrmitted by IFRS 2, only options granted since 7 Novemnber 2002 which were unvested at 1 January 2005 have been valued

A reconcliahon of the movement In outstanding share options under the ESOPs 1s prowvided below

At 31 December 2006 At 1 January 2006

Weighted Weighted

average average

exercise EXercise

Number pnce (p) Number price {p)

Ouistanding at the start of the year 5,705,264 94 8p 5,304,658 77 5p
Granted - - 1629000 134 4p
Exercised {(1,367,199) 67 Op (715,863) 591p
Lapsed (167,549) 1101p (512,531) 31 ip
Outstanding at the end of the year 4,170,516 103 3p 5,705,284 94 8p
Exercisable at the end of the year 1,029,543 67 7p 169,439 65 8p

Dunng 2008, the weighted average market pnce at date of exercise was 227p per share (2005 137p)

During 2003 the Group adopted the 2003 Executrve Share Option Mirror Scheme  The 2003 Mirror Scheme was introduced on similar
terms to the 1998 Schema save for certain changes which are mcorporated into the 2003 Mirror Scheme  The 2003 Mirror Scheme was
designed so that an option granted pursuant to the 2003 Mirror Scheme ("Mirror Options™ could be 1ssued to both existing holders of
options under the 1998 Scheme (*1998 Options”) and to new participants However holders of share opttons granted under the 1998
Scheme can only exercise ether their mirar options or ther 1998 options, but not both Miror Options can only be exercised by 1998
Option holders 1f thair 1998 Options have not already been exercised if their 1998 Options are exercised or lapse then the Mirror Options
will lapse The Msor Options held by 1998 Option halders have a Iife for the residue of the Ife of the existing 1998 Options
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On 9 November 2005 an Extracrdinary General Mesting of The Restaurant Group pic approved the adoption of a new Long Term
Incentive Plan (“LTIP”) for the Group Details of the LTIP are provided in the Directors’ remuneration report on pages 24 to 29 Options
were granted to Directors and selected employees on 7 December 2005 1,131,188 Conditional Award share options and 643,515
Matching Award share options were granted In respect of the Matching Award share ophions, the respectve Director or employee 1s
required to acquire a number of shares by 7 May 2006, known as “Deposited Shares”, and retan these shares until the Matchmg Award
share ophons vest, for those Matching Award share options to be valid Dunng the penod to 31 December 20086, a total of 308,652
options have lapsed and a total of 1,466,051 options were outstanding at 31 December 2006 and are not exercisable untill 2009 The
ophons from the LTIP scheme will be satisfied through share purchases wia a trust The far value of a share at the time of grant was

£1 47 Vesting of share options under the LTIP 1s dependent on continuing employment Nong of the options under the LTIP scheme

were exercisable at the year end

Foliowing the vear end, a further award was made to Directors and selected employees On 8 March 2007, 567,263 Conditional Award
share options and 247,908 Matching Award share options were granted at a value of £3 255 per option The conditions pertaning to the

2007 award mirror those of the award made on 7 November 2005

Save As You Earn scheme

Under the Save As You Earn (“SAYE”) scheme the Board may grant options over shares n The Restaurant Group ple to UK based
employees of the Group Options are granted with a fixed exercise pnce equal to 80% of the average market pnce of the shares for the
five days prior to invitation Employees pay a fixed amount from salary mto a savings account each month, for a three year savings period
At the end of the savings penod, employees have six months in which to exercise therr options using the funds saved If employees decide
not to exercise their options, they may withdraw therr funds saved and the options expire Exercise of options Is subject to continued
employment within the Group Options were valued using the Stochastic share pncing model As parmitted by IFRS 2, only options
granted since 7 November 2002, which were unvested at 1 January 2005, have been valued None of the share options under the SAYE

scheme were exercisable at 31 December 2006 and 1 January 2006

At 31 December 2006

At 1 January 2006

2006 grant 2004 grant 2006 grant 2004 grant

Number Number Number Number

Outstanding at start of the year - 444,472 - 505,212

Granted 202,317 - - -

Exercised - - - -

Lapsed (26,288) (42,870) — (60,740)

Quitstanding at end of the year 266,029 401,602 - 444 AT2
Assumptions used in valuation of share based payments

2005 LTIP
Condrhional 2005 LTIP
Wi Matching

Scheme SAYE TSR element EPS element Award 2003 ESOP

Grant date 27/4/06 8/11/05 8/11/05 8/11/05 4/4/05

Average share pnce for five preceding days to grant date 2000p 147 Op 147 0p 147 Op 134 4p

Exercise pnce 160 Op - - - 134 4p

Number of opticns ongnally granted 292,317 340,113 791,075 643,515 1,629,000

Miimum vesting period {years) 3 years 3 years 3 years 3 years 3 years

Expected volatiity 25% 23% 23% 23% 28%

Contractual lifg 35 years 3 5years 3 5 years 3 5 years 10 years

Risk free rate 4167% 435% 4 35% 4 35% 470%

Expected dvidend yeld 218% 0 00% 0 Q0% 0 00% 3 20%

Expected forfeitures 9% 5% 5% 5% 9%

Fair value per option 717p 95 1p 147 Op 147 Op 36 0p

The expacted Iife of the ophons 1s based on the expected exercise behaviour inked to share price and pencd since grant assuming the

ophions are exercisable dunng a penod of 3 to 10 years
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21 Reserves

Foreign
Share Share currency Other Retained
capital premium reserve reserves eamings
£000 £000 £'000 £000 £000
At 1 January 2005 54,087 19,422 245 258 1,873
Adjustment to opening raserves for inclusion of swaps under IAS 39 — - - - 127
Revised reserves at 1 January 2005 54,087 19,422 245 256 2,000
Issue of shares 278 325 - - -
Profit for the year - - - - 23,345
Dmvdends - - - - (9,277)
Share-based payments — credit to equity - - - 508 -
Deferred tax credit on share based payments taken directly to equity - - - - 411
Forexgn exchange translabion differences — - (165) - =
At 1 and 2 January 2006 54,366 19,747 80 764 16,479
Issue of shares 497 5399 - - -
Profit for the year - - - - 14,366
Dvidend - ordinary - - - - (9,490)
Dvidend ~ special - - - - (34,793)
Share based payments — credit to equity - - - 1,059 -
Deferred tax credit on share based payments taken directly to equity - - - - 1,529
Foreign exchange translation differences - - 1 - -
At 31 December 2006 54,863 20,346 a1 1,823 (11,909}
The ‘other reserve’ reflects the credit to equity made in respect of the charge for share options made through the income statement
Since 1 January 1989 the cumulative amount of goodwill written off against realised reserves 1s £50,400,000 (2005 £50,400,000)
Records for penods prior to this date are not readily available
22 Reconciiation of profit before tax to net cash flow from operating activibies
2006 2005
£000 £°000
Profit before tax 21,579 26,458
Net finance charges 2,609 2,003
Loss and prowsion for loss on disposal of fixed assets - 2,594
Release of accrual for property ext costs - {1,700)
Loss on ntegration of DPP (net of operating cash flow) 4,10 -
Prowision agamst camying value of foan note from associate 9,500 -
Share of loss made by associate 97 600
Non cash charge reversed In reserves 1,059 6508
Depreciation 16,458 18,606
Increase In stocks {229) (439)
Increase m debtors (1,295) (2,451)
Increase in crechtors 8,675 9,305
Cash flows from operating activities 63,374 55,484

Discontinued operations had a negative EBITDA of £286,000 (2005 £6,977,000 contnbution) and capital additions of £nil (2005 £864,000)
No separate cash flow has been presented in respect of discontinued actmhies as it Is not possible to separately identify working capial

or financing payments and receipts in respect of these operations, as these are centrally managed EBITDA and capital additions
approximately represent operating and mnvesting cash flows

Major non cash transactions

As disclosed in notes 5 and 13, during the year the Group performed an impasment review on the carrying value of Living Ventures In ight
of the recent trading performance, the Board has concluded that it 1s appropnate to make a provision of £8 5m against the carmnying value
of the loan note payable n 2008 The Impairment represents a signdficant non cash transaction
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23 Reconciliation of changes in cash to the movement in net debt

2006 2005
£'000 £'000
At the beginning of the year (12,419) (11,652)
Movements In the year
Loans taken out (36,000) (4,000
Cash mflow 937 3,233
At the end of the year (47,482) {12,419)
At Cash flow At Cash flow At
1 January movements 2 January movements 31 December
2005 n the year 2006 in the year 2006
£'000 £'000 £'000 £'000 £000
Represented by
Cash at bank and in hand 482 (56) 426 257 683
Overdrafts (5,134) 3,289 (1,845) 680 (1,185)
3,233 937
Bank loans due within one year - - - - -
Bank loans due after one year (7,000} {4 000) {11,000 (36,000) (47,000)
(4.000) {36,000)
(11,652 (767) (12,419) (35,063) (47,482}

24 Financial instruments and denvahves

The report of the Directors on pages 18 to 23 provides an explanation of the Group's treasury objectives and policies with regard to

financial Instruments and the management of nsk

(a) Interest rate nsk and liquidity profile
Financial assets
The financtal assets of the Group comprised

2006 2005

£'000 £'000

Cash and cash equivalents — Sterling 510 368
Cash and cash equivalents — Euro 173 58
683 426

Trade and other recevables 5170 5,498
Current financial assets 5,853 5,924
Non current financial assets 875 10,375
Total financial assets 6,728 186,209

Cash and cash equvalents include balances hetd on which interest Is received at floating rates in the overmight money market The loan
note is secured on the assets of Est Est Est Restaurants Limited but 1s subject to a pnor ranking behind tiving Ventures Limited's bank

Other details regarding interest and maturity are provided In note 13
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24 Fiancial instruments and denvatives (continued)
Firancial tabilities
The financtal labilites of the Group compnsed

2006 20065

£'000 £'000

Short tenm borrowings - at floating interest rates® 1,165 1,845
Trade and other payables 74,864 71,476
Short term financial labidities 76,029 73,321
Long term borrowings — at fioating interest rates® 47,000 11,000
Finance lease debt 2,737 2,696
Provisions 3,466 763
Long term financial labilities 53,203 14,459
Financial labilties 129,232 87,780

* Total financial labilites attracting Interest were £48,165,000 (2005 £12,845,000) Interest 1s payable at fioating interest rates which fluctuate
and are dependent on LIBOR or base rate The average weighted year end interest rate for these borrowings was 6 30% (2005 5 50%)

Effective from 16 January 2003, the Group entered into an interest rate swap for a2 notional amount of £20,000,000 to be fixed at 4 55%
per annum for a penod of three years, terminating on 15 January 2006 The Group also entered into an interest rate swap for a further
notional amount of £20,000,000 to be fixed at 4 395% per annum for a perod of three years, effective from 16 January 2003 which
terminated on 15 January 2006 This second interest rate swap provided the counterparty with the nght, but not the obhigation, to enter

into a further transaction to renew the interest rate swap on £20,000,000 at 4 395% for a further two years, terminating on 15 January 2008
This option was not taken up by the counterparty

Effectve from 16 January 2006, the Group entered Into a new interest rate swap for an imbial noticnal ameunt of £20,000,000, nsing {0

£60,000,000 from 18 Aprl 2006 untd 16 January 2008, when 1t reduces to £30,000,000 untd 16 January 2008, when it terminates The
fixed rate for the duration of the three years 1s 4 695%

The Group has £33,000,000 (2005 £69,000,000) of committed borrowing faciiies in excess of gross borrowings at 31 December 2006
which are due to expire in 2008, when the bank loan of £47,000,000 2005 £11,000,000} 1s also due to expire

(b) Foreign currency exposure profile as at 31 December 2006
The Group has invested i and operates three restaurants in Span, where the currency 1s the Euro Consequently the Group has
a potential currency exposurs on the translation of results from ts Spanish operations, and translating the assets and llabities from Euros

to the Group's reporting currency, Sterling This exposure 15 reviewed on a regular basis, and 15 not considered to be matenal to the
parformance of the Group, or to the balance sheet

{c) Far value of financial assets and habilihes

Book value  Faurvalue  Book value Farr value

Pnmary financial instruments held or used 20086 2006 2005 2005
to finance the Group's operations £'000 £'000 £'000 £'000
Cash and deposits 683 683 426 426
Overdraft/loan matunng within one year {(1,165) (1,165) {1,845) {1,845)
Bomowings matunng after one year {47,000) (47,000) (11,000) (11,000
(47,482) (47,482) (12,419) (12,419)

The Group does not hold any financial iInstruments for trading purposes The fair value of short term borrowings and cash in hand together
with short term non interest bearing tradke and other recevables and trade and other payables approximate to beok values due to the
short term matunty of these nstruments As highlighted in note 13, bock value approximates to far value in respect of the non current
recenable of £875,000 The Group has dervative Instruments relating 1o interest rate swaps In accordance with 1AS 39 this has been
valued at 31 December 2006 The far value of this instrument was £652,000 (2005 £7,000) and this 1s accounted for in the consolidated
balance sheet Movements on the fair value are recorded through the consolidated income statement In accordance wath the transitronal
provisions available under IFRS 1, the Group did not adopt IAS 38 untdl psnods commencing after 1 January 2005 Consequently, opening

reserves were adjusted by the far value of the interest rate swap on 1 January 2005 and net assets of the Group increased by £127,000,
with an equivalent Increase In equity

{d) Credit nsk

The Group has credit nsks on its trade debtors and the long term recevable from Living Ventures Limited In light of the current trading
performance of Lmng Ventures Limited, and following a detailed review of the carrying value of the business, including the loan note
recenvable, the Board has concluded it 15 appropriate to make a £2 5m provision aganst the long term recevable Due to the nature of the

Group's business there are not significant exposures on underying revenue trading Counterpartes for cash and denvative balances are with
financial nstitutions with strong credit ratings
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25 L.ease comrmitments
Future lease payments In respect of finance leases are due as follows

Minimum Minimum
lease Present lease Present
payments Interest value payments Interest value
2006 2006 2006 2005 2005 2005
£000 £000 £'000 £'000 £'000 £'000
Within one year 2n 2n - 243 243 -
Within two to five years 1,082 1,082 - 1,214 1,214 -
After five years 6,427 3,690 2,737 6,748 4,052 2,696
7,780 5,043 2,737 8,205 5,509 2,696

The total future minkmum rentals payable under cperating leases In respect of the total Ives of the leases are

Payable Recevable Payable  Recewvable
2006

2006 2005 2005

£'000 £000 £'000 £000

Within one year 1,942 - 304 108
within two to five years 22,859 1,316 25,730 1,558
After five years 405,723 49,724 371,215 34,753
430,524 51,040 397,309 36,420

The Group has entered into a number of property leases on standard commercial terms There are no restrictions imposed by the Group's
operating leases, aither in the current or pnor year

Included within the mimmurm rentals are amounts payable as concession fees These arrangements are principally in the Group’s

Cancessions dmsion, which operates m UK arports Within these concession arrangements there 1s usually a concession fee for each
unit which g based on the revenue denved from that unit

26 Capital commitments

2006 2005
£'000 £'000
Authonised and contracted for 15,948 14,206

27 Related party transactions

Lving Ventures Limited 1s a related party to The Restaurant Group plo through the Group's 40% holding Dunng the year interest of
634,000 was accnued on the loan note between Living Ventures Limited and The Restaurant Group plc at the rate of UBOR The Group
recogrused £nil (2005 £522,000) In respect of mnterest income due from Living Ventures Limited Under the terms of the loan note none
of this interest was payable as at 31 December 2008, consaquently in addition to the loan note of £10,375,000 outstanding at that date,
£1,156,000 of nterest recenvable was alsc due from Living Ventures Limited Following a detalled review of the carmying value of Lving

Ventures, and i ight of current trading performance, the Board has concluded that it 1s appropriate to make a provision of £8 5m against
the loan ncte repayable in 2008

Far the year to 31 December 2006, Alan M Jackson recaved a fee of £35,000 (2005 £35,000) from Living Ventures bLimited in
respect of his duties as non executive Chairman of that Company Dunng 2005, Mr Jackson also receved a fee of £222,000 from

Bowmark Limited in respect of a previously agreed incentive arrangement which arose on Bowmark Limited'’s disposal of its stake
i Living Ventures Limited, to TRG

Alan M Jacksen 18 a non executve Director of Charles Wells Limited, an independent brewing, pub and distribiition company During
2005, The Restaurant Group plc entered into a lease tfor a site owned by Charles Wells Limited and subsequently this site was converted
into a Frankie & Benny's restaurant No premium was paid by the Group 1o Charles Wells Limited The Group has entered into a lease
wath Charles Wells Limited, on an arms length basts, with an annual rent of £73,850 per annum In addition, the Group purchased
products with a value totalling £576,000 (2005 £414,000) from Welis & Young's Limited, a subsidiary of Charles Wells Limited, dunng
the year, on an arms length basis No balance was directly outstanding at the year end Alan M Jackson received no remuneration

or compensation in respect of these transactions

Remuneration In respect of key management personnel, defined as the Directors for this purpose, 1s disclosed in note 6 Further
information concerning the Directors’ remuneration 1s provided in the Directors’ remuneration report on pages 24 to 29, of which
pages 27 1o 29 are audited
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At At
31 December 1 January
2006 2006
Note £'000 £'000
Fixed assets
investrment in associated undertaking ! 7,810 10,186
Investments in subsidiary undertakings ] 110,242 109,183
118,052 119,369
Gurrent assets
Debtors — inter company balances 36,528 11,529
36,529 11,529
Creditors
Amounts falling due within one vear — inter company balances B {49,81Q) (46,623)
Net current habihities (13,281) (35,094)
Total assets less current habilihes 104,771 84,275
Net assels 104,771 84,275
Capital and reserves
Called up share capital VI 54,863 54,366
Share premum account Wl 20,348 19,747
Other reserves v 1,823 764
Profit and loss account v 27,739 9,398
Shareholders’ funds - equity 104,771 84,275

The financial staterments on pages 57 and 58 were approved by the Board of Directors and authonsed for 1ssue on 4 Apnl 2007 and were
signed on its behalf by

o NTAANN

Stephen M A Critoph ACA
Group Finance Director

Accounting policies and basis of preparation
The accounts for the Company have been prepared under UK GAAP, whilst the Group accounts have been prepared under International

Financial Reporing Standards  The Company accounts have been prepared under the histoncal cost convention n accordance with
applcable accounting standards under UK GAAP and on a going concem basis

Investments are valued at cost less any impanment

In accordance with FRS 21, “Events after the Balance Sheet Date”, dvdends declared after the balance shest date are not recognised
as a labity at that balance sheet date, and are recogrised in the financial statements when they have received approval by shareholders

The share ophons have been accounted for as an expense in the company in which the employees are empioyed, using a valuaton
based on a Stochastic simulation model

In accordance with an avalable election in FRS 20, share based awards granted before ¥ November 2002 have not been subject

10 a charge Anincrease n the investment held by The Restaurant Group plc in the subsidkary in which the employess are employed,
with a corresponding Increase In eguity, is recognised in the accounts of The Restaurant Group plc Information in respect of the
Company's share option schemes 18 provided m note 20 to the consolidated financial statements

The value 1s accounted for as a capital contribution in retevant Group subsidiaries that employ the staff members to whom awards of share
options have been made

i} Investment in associate £'000
At 2 January 2006 10,186
Impaiment of investment (2,376)

At 31 December 2006 7,810
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w) Investment in subsidianes

Shares Loans Total
£7000 £'000 2000
Cost
At 2 January 2008 83,972 26,633 110,605
Reclassfiication of investment (17,070) 17,070 -
Addhions — share option scheme - 1,059 1,059
At 31 December 2006 66,902 44,762 111,664
Amounts wntten off
At 2 January and 31 December 2006 888 534 1,422
Net book value at 31 December 2006 66,014 44,228 110,242
Net book value at 2 January 2006 66,014 26,099 109,183
The Company’s operatng subsidianes are
Proportion of voting
nghts and shares held
Holding at 31 December 2006
City Centre Restaurants (UK) Limited Ordinary shares 100%
Chiguito bimited Ordinary shares 100%
Blubeckers Limited Ordinary shares 100%
Frankie & Benny's SL~ Ordinary shares 100%
DPP Restaurants Limited *, ™ Ordinary shares 100%

* Held by subsidiary undertakings

** On 12 January 2006 the Group acqured the remaining 80 1% of the share caprtal of DPP Restaurants Limited for a nominal sum

Other than Frankie & Benny's S L , the Company’s pnncipal operating subsidianes are registered in England and Wales, and operate
restaurants in the United Kingdom Frankie and Benny's S L 1s registered and operates restaurants in Spam

Al other subsiciary undertalangs are whaolly owned by the Company or one of ¢s subsidianes, and are donmant

hi) Creditors — amounts falling due withun one year

In accordance with FRS 21, the proposed final dvidend payable in respect of 2006 1s not recognised as a llability in these accounts
as it has nct yet been approved by shareholders The crediters faling due within one year are m respect of intercompany balances

) Profit attnbutable to members of the holding company

As permitted by section 230(3) of the Companies Act 1985, a separate profit and loss account has not been presented for the holding
comparny During the year the Company made a profit of £62,624,000 (2005 loss of £7,000) Included in the profit for 2006 are dmdends
receved from subsidiary undertakangs of £65,000,000 Remuneraticn of the auditors 1s borne by subsidiary undertakings

v} Employee costs and numhers

All costs of employees and Directors are borne by subsidiary undertakings At 31 December 2006 the Company employed five persons

(1 January 2006 six persons)

vi) Share capital and reserves

Share Share Other  Profit and
capital premium reserves loss account Total
£'000 £'000 £'000 £'000 £'000
At 2 January 2006 54,366 18,747 764 9,398 84,275
Issue of shares in respect of share cptions 497 599 - - 1,096
Profit for the year - - - 62,624 62,624
Employee share option schemes - - 1,059 - 1,059
Dvidends pad - - - {44,283) {44,283)
54,863 20,346 1,823 27,739 104,771

Details of share issues dunng the year are given In nates 19 and 20 of the consolidated financial accounts and details of the dwvidends paid

and proposed durmg the year are given in note 10 of the consolidated accounts
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2005 2004 2004 2003 2002
IFRS IFRS IFRS UK GAAP UK GAAP UK GAAP
£'000 £'000 £°000 £'000 £'000 £:000
Revenue 314,748 302,328 255,448 255,446 227,438 216,386
Trading business (excluding DFP in 2005) 39,187 31,862 26,070 25,904 21,793 20,099
Underlyng interast {3,254) {1,823) (1,667) (1,179 {2,535 (3.284)
Share of associate 917) {600) - - - -
Adusted profit before taxation 35,016 29,539 24,403 24,725 19,254 16,815
Loss before taxation made by DPP - {1,733) - - - -
Non trading tems {13,437) {1.348) (3,390 (2,597) {2,613 (53}
Profit on ordinary activities before taxahon 21,579 26,458 21,013 22,128 16,641 16,762
Taxation (11,163} (8,617) {6,942) (7,039) (5,606} (3,771
Profit on ordinary activities after taxation 10,416 17,841 14,071 15,089 11,035 12,991
Prafit on sale of business net of tax 3,950 5,504 - - - -
Profit for the year 14,366 23,345 14,071 15,089 11,035 12,891
Basic earnings per share 7 26p 1078p 6 59p 7 C6p 568p 6 69p
Adjusted eamings per share 11 50p 908p 7 84p 7 95p 6 66p 671p
Proposed total dividend per share 6 00p 475p 4 20p 420p 365p 3 50p
Dvidend cover (excluding non trading tems} 192 191 187 189 182 181
Employment of finance
Property, plant & equiprment 174,035 151,337 154,678 149,683 146,220 143,799
Cther non current assets 19,960 30,377 - - - -
Net current labilities (59,341) ({61,848) (51,014) {55,111) {43,617) {79,753}
Long term labilities {53,203) (14,459) {12,056) (7.625) (35,687) {1,208)
81,451 105,407 91,608 86,947 66,916 62,838
Financed by
Equity shareholders' funds 65,204 91,436 75,883 70,855 50,144 46,560
Deferred tax 16,247 13,971 15,725 16,092 16,772 16,278
81,451 105,407 91,608 86,047 66,916 62,838
Net debt (47,482) (12,419) {11,652 (11,284) (38,163) (44,600)
Geanng 728% 136% 15.4% 15 9% 76 1% 95 B%
Interest cover before non trading items (hmes) 120 175 156 220 86 61

The amounts stated for 2003 and earlier penods are stated on the basis of UK GAAP as it 1s not prachicable to restate these penods

for the transition to IFRS
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