Turnover

£1.560m

Up 4% from £1,504m (2003)

EBITDA*

£393m

Up 5% from £374m (2003)

Operating profit*

£285m

Up 4% from £275m (2003}

Profit before tax*

£184m

Down 8% from £199m** (2003)

Net operating cash flow***

£284m

Up £43m from £241m (2003)

Earnings per share*

22.2p

iUp 21% from 18.4p** (2003)

Basic earnings per share

22.4p

Up 32% from 17.0p (2003)

Total dividend per share

9.5p

* Before exceptional items.
** On a pro forma basis.
*** Before exceptional items and after
net capital expenditure.
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The Dexter, Ember Inn, Leeds

The Dexter (pictured on the cover and above) operates within the Ember Inns brand,
where we aim to create excellent quality loca) pubs through improvermnents to the design,
furnishings and fittings; broadening the drinks range and menu and offering a range

of community events, ensuring the pub continues to be at the neart of the community.




ighlights

Mitchells & Butlers is the leading operator of
managed pubs and pub restaurants with over 2,000
outlets in prime locations offering eating, drinking
and entertainment to our customers nationwide.

Turnover Em* Operating profit £m*** Earnings per share p***
1,600 1560 30 | . 289 . 285 25
1,504 222
1,500 1474 240 20
18.4
1,400 1,394
180 15
1,300
120 10
1,200
1.100 &0 5
1,000 0 0
01 02 03 04 ol* Q2 03 04 03 {pro forma) 04

Average weekly take per pub up 8% to £15.2k
Food and drink volumes up 7%

Net operating cash flow™ up 18% to £284m
Post-tax cash returns above 10%

*comparatives restated for the Amendment to FRS 5 **excludes Inns & Other, disposed of in 2001 ***pefore exceptional items
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Operating and financial review

This Operating and financial review provides a commentary on the performance of the
Mitchells & Butlers group for the year ended 25 September 2004 and compares it with
the year ended 27 September 2003. The Company was created on its separation from
Six Continents PLC on 15 April 2003, and its shares have been listed on the London Stock
Exchange since that date.

Profit & loss account o The commentary refers to the actual results of the Group
L roforma . except where the term ‘pro forma' is used. The pro forma

2050:1 208,3 203,:' 2°£°,i results show the performance of the Group for 2003
Turnover _excluding exceptional itgms and as if it had been an
Pubs & Bars 913 873 913 g73 independent company since 1 October 2002 operating
Restaurants 641 614 641 614  under the financing and taxation structure put in place on
Retail 1,554 1487 1554 1487 15 April 2003, the date of separation from Six Continents PLC.
SCPD 6 17 6 17

Strategy, estate positioning and development
1,5 . 1, . . . )
80__ 1504 360 1502 Mitchells & Butlers is the leading operator of pubs and pub

Operating profit

PuDS & Bars 180 177 180 177 restaurants with an estate of 2,005 sites at 25 September

Restaurants 104 95 104 gs  2004. The assets are predominantly freehold, in residential

Retal 284 273 284 573 areas with a net book value of £3.5bn. The '1,919 ma‘naged

SCPD 1 2 1 o outlets had average weekly sales of £15.2k in the period,

Operating exceptional items - - 2 {5) anincrease of 8% on last year. With 3% of the UK’s 60,000

Total operating profit 285 275 283 570  Pubs, Mitchells & Butlers has a 9% share of pub retail sales.

Non-operating exceptional iterns - - 2 (42) ) '

Profit before interest 285 275 285  pog  Mitchells & Butlers’strategy 's to:

Finance charge - {76) - - ) ) . . ,

Net interest payable {101) - {101) (55} * Provide the best value experience available in the informal

Exceptional interest charge - - #3] (8) eating and drinking-out markets through a combination

Profit before taxation 184 199 182 165 of a wide range of food and drink, high quality amenity,

Taxation {60) {64 57 (40} excellent service and good price value.

Profit for the financial year 124 135 125 125 N i

Dividends {550} (29) * Build on the active repositioning of the business over the

Retained (loss)/profit (425) 9% last 10 years towards the faster growing eating-out market
- by pursuing strong growth in food sales and drinks market

Earnings per share share gains

Basic - - 224p 17.0p '

Adjusted/pro forma 22.2p 18.4p - -

* Maximise returns from its £3.5bn assat base by identifying
*Excluding exceptional items. the most appropriate brand ¢r operating format that will

. maximise the sales and profits from each trading property.
**Restated on the adoption of the Amendment to FRS 5.

The statutory Group prefit and {oss account is shown on page 26.
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« Continually evolve and develop its brands and formats in
line with key customer demand trends in order to attract
a wide and growing customer base.

¢ Combine the productivity benefits of unit scale with the
purchasing and support cost benefits of corporate scale.

Mitchells & Butlers aims to grow sales and profits, generate
higher cash returns and as pub assets are valued as a multipie
of their cash flows, achieve asset appreciation over time.

Overall performance

Total sales for the year were £1,560m, 3.7% ahead of last
year. Sales growth continues te be particularly strong in the
residential sectors of the market, ted by strang food sates
growth, with total managed pub food volumes up 8% for the
year. Qur High Street businesses continue to gain market
share in @ competitive market.

Same outlet Uninvested

like-for-like sales* like-for-like sales*
Residential pubs 6.6% 4.8%
High Street pubs 3.4% 1.5%
Total 5.6% 3.8%

*52 weeks to 25 September 2004.

Sales activity has focused on widening the consumer offer
by extending the range of food and drink and managing
the product mix to maximise volume and overall profit
contribution. This has enabled us to offer better value to
customers, with the average price of food and drink down
approximately 2% and coupled with the negatiation of
improved terms from suppliers, to achisve gross margins
broadly in line with last year.

Tight cost management maintained outlet emptoyment
costs at 24% of sales despite a 7% increase in the National
Minimum Wage. The Group also benefited from an
incremental £6m of support cost savings following actions
put in place during 2003.

A total of £150m capital was invested in the year. Nine new
pubs were opened during the year, all in the Restaurant
division. In addition, one new Hollywcod Bowl opened.
Ninety-five pubs were converted tc a new brand or format,
principally our residential brands and forrats: Sizzling Pub Co,
Ember Inns and the Metropolitan Professionals format.
This expansionary capital accounted for £57m of the gross
capital invested and the balance of £83m was invested
in maintaining the high quality amenity of our pubs and
continuing to evolve our brands and formats. We achieved
proceeds of £51m from disposals of pubs or surplus pieces
of land during the year, cften for re-development.

Operating profit before exceptional items was up 3.6%
at £285m, the business has generated post tax cash
returns of over 10% and, with the refinancing of the
business, 21% growth in earnings per share on a

pro forma basis.

Pubs & Bars

FY 04 vs FY 03
Total sales £913m 4.6%
Operating profit £180m L.7%
Same outlet like-for-like sales 4.6%
Uninvested like-for-like sales 2.3%

Number of pubs by brand or format

Locals Residential Pub Restaurants
43% 27%
Other Other
Locals ... Pub Restaurants
Harvesté‘g
132
Scream -
+.90 {Sizzling by
156 / Mefr 85
Arend Professicnals Ry
@ Innk@eeper's Fayre
Drinks-led 3 Food-led
e All Bar One
ONeil's @ Other Cagt
. 817 Flares High St
o iy —_—
i 37 H vy
g ]: 5
Edwgrd's
28 icholsons
27% Classics 3%
High Street City Centre Restaurants
Individual Pub [ ][]0 " "% Strong Branding

Note:

1 Excludes Hollywood Bowi {24 outlets) and Alex {42 outlets).

2 The Group operates 3,612 rcoms adjacent to its pubs and pub restaurants under
the Innkeepet's Lodge (70 sites) and Express by Holiday Inn brands (24 sites).

3 Percentages represent split of UK managed sites {excluding Bowling and Hotels)
at end FY 2004,

Average weekly sales

Locals Residential Pub Restaurants
Drinks-led Food-led
High Street City Centre Restaurants

NB: UK anly, excludes Hollywood Bowl.
Figures exclude VAT.

Incremental returns*

Locals Residential Pub Restaurants
Drinks-led Food-led
High Street City Centre Restaurants

*On £1bn of expansionary capital expenditure over last 14 years.
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Operating and financial review continued

Sales growth has remained strongest in the residential
segment with Sizzling Pub Co and Ember Inns, our two
drinks-led brands with distinct food offers, showing a
particuarly strong performance. Despite a very competitive
market, our drinks-ted offers on the High Street have
continued to perform well, assisted by a recovery in
Central London in the second half.

Seventy-eight conversions of existing pubs were completed
during the year. The number of managed pubs and bars
reduced to 1,317 following a number of disposals and
transfers to business franchise net of transfers in from the
Restaurant division. There were on average 1,333 trading
outlets during the year.

The Group has been developing a business franchise mode!
for smaller properties that can benefit from entrepreneurizl
freedom supported by Mitchells & Butlers systems and
purchasing scale in return for a fixed rent and turnover
related franchise fee. At the year end there were 75 business
franchises in operation (2003:18).

Despite the increase in external costs during the year and the
Group’s sales activity, which was biased towards Pubs & Bars,

net operating margins were oniy 0.6% points below last year
and operating profits were up by 1.7%.

Restaurants

FY Q4 vs FY 03
Total sales £541m 4.4%
Operating praofit £104m 8.3%
Same outiet like-for-like sales 7.0%
Uninvested like-for-like sales 5.5%

The like-for-like sales growth of the division reflects
particutarly strong trading by our pub restaurant brands
Toby Carvery, Vintage Inns and Harvester, which are
capturing a disproportionate share of the growth in the
eating-out market. The lower rate of total sales growth
reflects 17 transfers to Pubs & Bars during the year, where
the demographics arcund the pub mean that it is now better
suited to a more drinks-led offer as well as a number

of transfers to business franchises.

A total of nine new pubs were opened during the year,
eight Vintage Inns and one Toby Carvery. Seventeen pubs
were converted, ten to Toby Carvery and five trial sites
trading under a new suburban pub dining format which
we are developing jointly as managed pubs with an
entreprensur. As a result, there were 602 pubs at the
year end.

Strong sales growth in food, drinks and accommodation,
together with further progress an staff productivity enahled
the division to more than offset external cost pressures and
improve net operating margins by 0.6% points. As a result,
operating profit was 8.3% ahead of last year at £104m.

Standard Commercial Property Developments (SCPD)
SCPD aims to maximise the value of the Group’s surplus
properties which are suitable for development. Turnover
of £6m and operating profit of £1m were generated during
the year, primarily from the sale of a retail development in
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Bournemouth on the site of a former pub. The business
continues to develop its existing properties whilst actively
reviewing the Group's real estate portfolio for additional
opportunities o realise development value.

Exceptional items

Exceptional operating costs of £2m {2003: £4m) reiate to the
securitisation of the Group's UK pub and restaurant business
which was completed on 13 November 2003 (see below).
An exceptional interest charge of £2m (2003: £8m) arose
from accelerated amortisation of the facility fee in respect

of the syndicated loan facility put in place at the time of
separation and repaid on securitisation. The non-operating
exceptional profit of £2m arose on the disposal of pubs,
often for alternative use.

Interest

The net interest charge for the year was £101m, before the
exceptional charge of £2m, reflecting the fixed rate interest
payable and amortisation of deferred issue costs arising from
the £1.9bn of secured loan notes issued on securitisation
in November 2003, net of interest income earned on
surplus cash. Prior to November 2003, the Group had
floating rate borrowings of around £1.3bn under a syndicated
loan facility.

The ‘statutory’ interest charge for the comparative periods
does not provide a fair reflection of Mitchells & Butlers as
a stand-alone group as, prior to separation, the Group was
funded by inter-company loans from Six Continents PLC.
The ‘pro forma’ Group profit and loss account therefore
includes a finance charge calculated on the basis that the
post separation financing structure had been in place since
1 October 2002. The net interest charge of £101m is £25m
higher than the *pro forma’ charge for last year reflecting
the higher level of net debt after the refinancing and return
of £501m to sharehoiders.

Taxation

The tax charge of £60m, excluding exceptional items,
represents an effective tax rate of 32.4% which is higher
than the UK statutory rate of 30% due to non-allowable
items, in particular the depreciation of properties.

The equivalent effective tax rate for the previcus year
was 32.3%. Including the effect of exceptional items,
the effective tax rate was 31.3%, higher than last year's
rate of 24.0% which benefited from a one-off receipt
of group relief from the Six Continents group.

Earnings per share

Earnings per share, calculated before exceptional items
were 22.2p, up 21% compared to ‘pro forma’ earnings per
share for 2003. Management consider this to be the most
meaningful measure of the underlying performance of the
Group as it has been calculated on the basis that the post
separaticn financing and taxation structure at separation
had been in place since 1 October 2002.

Adjusted earnings per share, which excludes exceptional
iterns but does not adjust for the post separation financing
structure, was 22.2p, compared with 20.3p last year. Basic
earnings per share for the year were 22.4p compared with
17.0p last year.
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Dividends and returns to shareholders

The dividend charge for the period of £550m comprises
the special dividend of £501m paid on 8 December 2003,
the interim dividend of £15m paid on 1 July 2004 and the
proposed final dividend for the year of £34m. The proposed
final dividend of 6.65p together with the interim dividend

of 2.85p give a total dividend for the year of 9.5p, the target
set out at the time of separation. Subject to approval at the
AGM, the final dividend will be paid on 31 January 2005

to shareholders on the register cn 10 December 2004,

Cash flow and net debt

The Group's activities continue fo generate strong cash flows
with ERITDA of £393m before exceptional items, up 5.1%
on last year. Operating cash flow after net capital expenditure
but before expenditure relating to exceptional items was
£284m compared with £241m last year.

Net interest paid was £98m, tax paid was £34m and ordinary
dividend payments were £44m, Following the refinancing
and return of £501m to shareholders in December 2003,
accompanying issue costs and additional pension contributions,
the Group had net debt at 25 September 2004 of £1.63bn.

Share price and market capitalisation

As at 25 September 2004 the share price was 259p compared
to 230p at the start of the financial year. The Company was

a member of the FTSE 100 index until 18 December 2003
when, following the return of £501m to shareholders by
way of special dividend and accompanying 12 for 17 share
consolidation, the Company became a member of the

FTSE 250 index. The market capitalisation of the Group

at 25 September 2004 was approximately £1.36bn.

Refinancing

On 13 Novemnber 2003, the Group completed a securitisation
of the majority of its pubs, raising a total of £1.9bn through
the issue of secured loan notes. The proceeds from the
securitisation were used to repay the Group's cutstanding
borrowings of £1.24bn under its syndicated loan facility,
meet the costs of the refinancing, make special additional
contributions to the pension schemes and return surplus
funds of £501m to shareholders by way of a special dividend
of 68p per share accompanied by a 12 for 17 consolidation
of the number of shares in issue.

The terms of the securitisation were designed so as to put
in place the optimal financing structure for the business,
improving the efficiency of the balance sheet whilst
maintaining appropriate flexibility to support the Group's
long-term strategy.

The securitisation provides the Group with long-term
financing at a cash interest cost of 6% pre tax, including
swap agreements 1o hedge the floating rate tranches

of the securitised debt.

Treasury management

The financial risks faced by the Group are identified and
managed by a central Treasury department. The activities
of the Treasury function are carried out in accordance with
Board approvad policies and are subject to regular audit.
The department does not operate as a profit centre.

The Treasury department is responsible for ensuring that
robust procedures are in place for the Company to comply
with the terms of the securitisation completed in November
2003. [t is also responsible for identifying and managing
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foreign exchange exposures. Whilst the Group has limited
operations in Germany, the impact of movements in the Euro
exchange rate do not have a material affect on the Group's
results. Consequently the only foreign exchange hedging
transactions undertaken in the financial markets were in
respect of hedging the issuance of US Dollar denominated
notes within the securitisation.

Permitted interest rate hedging methods include the use of
fixed rate debt, interest rate swaps, options (such as caps)
and forward rate agreements. Interest rate swaps were

utilised during the period to fix the interest cost relating to
the floating rate tranches of notes within the securitisation.

Credit risk on treasury transactions is further minimised by
operating a policy for the investment of surplus funds that
generally restricts the bank counterparties o those with an

A credit rating or better, or those providing adequate security.
Limits are also set with individual counterparties. Most of the
Group's surplus funds are held with financial institutions in
the UK.

Pensions

On an FRS 17 basis before the deferred tax asset, the
Group’s pension schemes showed a deficit of £173m at
25 September 2004 compared with £243m at 30 September
2Q03. The reduction in the deficit reflects the benefit of
£40m of additional pension contributions paid in the year
and improved investment returns, offset by an increase
in life expectancy assumptions.

Actuarial valuations of the Group's pension schemes as at
31 March 2004 are currently being finalised. They indicate
an actuarial deficit of £167m on an ongoing basis at that
time. As a result, regular annual service contributions ta
the schemes will increase by around £3m with effect from
26 September 2004, The next actuarial valuation will take
place in ling with the normat triennial cycle in 2007,

Cash flow

2004 2003

£m £m

Operating profit* 285 275
Depreciation and amortisation 108 99
EBITDA* 393 374
Working capital movement 26 3
Additicnal pension contributions (40} (27)
Other non-cash items 4
Net cash inflow from operating activities* 383 344
Purchase of tangible fixed assets (150) (151)
Sale of tangible fixed assets 51 43
Net capital expenditure (99) (103)
Operating cash flow after net capital expenditure* 284 241
Net interest paid (28) (49}
Tax paid (34) (44)
Normal dividends paid (44) -
Special dividends paid (501) -
Issue costs paid in respect of securitised debt (22) (1
Separation costs paid (1) (36)
Facility fees paid - (15)
Other net cash flows (7) 2
Net cash flow (423) 98

*Before exceptional items.

The statutory group cash flow statement is shown on page 29.
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Operating and financial review continued

The Company has agreed with the Trustees to make further
cash contributicns to the pension plans of £40m in total
over the next three years to help reduce the deficit in the
funds. This is in addition 1o the remaining two payments

of £10m, to be paid in each of the next two financial years,
as agreed at the time of the securitisation.

After a tax credit of 30%, the net cash cost to the Company
of these contributions will be £28m and £14m respectively.

Accounting policies

Amendment to FRS 5 ‘Reporting the substance of
transactions: Revenue recognition’ and UITF 38 ‘Accounting
for ESOP Trusts” apply for the first time this year. As a result,
the Group has changad its accounting policy on revenue
recognition to record turnover net of coupons and staff
discounts. Prior year camparatives have been restated
accordingly. The effect has been to decrease the Group's
reported turnover by £12m (2003 £9m) with no impact

on reported profits. UITF 38, which requires an entity's own
shares held in Employee Share Trusts to be deducted from
shareholders’ funds rather than being shown as an asset,
has resulted in own shares of £11m being deducted from
shareholders funds at 25 September 2004, but has not
required a restatement of prior year comparatives.

The Group has continued to account for pensions under
SSAP 24 “Accounting for Pension Costs” whilst providing

the additional disclosures required by FRS 17 ‘Retirement
Benefits’ in the notes to the financial statements. The Group

intends to adopt FRS 17 in full for the year ending 1 October

2005 which should assist the transition to International
Financial Reporting Standards (tFRS). The impact of this
change in accounting palicy cn the 2004 comparatives will
be to reduce reported profit before tax by £11m and net
assets by £219m.

IFRS implementation

The Group will be required to adopt IFRS when preparing its
consolidated financial statements for 2005/06. Accordingly.
the Annual Report for the coming year to 1 October 2005
will be the last to contain financial statements prepared under
UK accounting standards {UK GAAP).

Under IFRS the Group will be required 1o restate its results
for the year to 1 October 2005 and reconcile these to the
previously reported UK GAAP numbers. This requirement will
apply to the Group for the first time in respect of the interim
financial statements for 2005/06.

Mitchells & Butlers is in the process of identifying and
resolving all conversion issues to ensure a smooth transition
to IFRS. The main areas of difference identified to date arise
in respect of the following standards:

* Deferred taxaticn

» Share based payments

* Derivatives and hedge accounting

» Pensions.
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The proposed amendments 1o [AS 19 (Pensions) should align
accounting for pensions with that required by FRS 17, which
the Group witl adopt in full under UK GAAP next year. As a
result, if the proposed amendments are adopted, there will
not be any material differences on implementation of IFRS.

Other areas of difference may become apparent during the
conversion process. In particular, the impacts of IFRS on
fixed assets accounting and leasing are slill being reviewed.
The Group intends to provide a fuller update on the impact
of IFRS later in 2005.
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Directors’ report

The Directors present their report for the financial year ended
25 September 2004.

Principal activities

The Group is the leading operator of managed pubs and pub
restaurants, with an estate of 2,006 sites at 25 September 2004,
principally located in the UK, but with 42 outlets in Germany.

Business review and future developments

The Directors’ Report should be read in conjunction with

the Qperating and Financial Review on pages 2 to 6 and

the Chairman’s Statement, the Chief Executive's Review,

the Finance Director’s Report and the business reviews in
the Annual Review and Summary Financial Statement, which
together include information about the Group’s business, the
financial performance during the year and likely developments.

Formation of the Company and demerger from

Six Continents

The Company was incorporated on 2 October 2002.
Following demerger from the hotels and soft drinks interests
of Six Continents PLC, it became an independent listed
company on 15 April 2003.

Securitisation and return of shareholder funds

Following demerger, the Company refinanced its operations
through a securitisation of the majority of its UK pubs and pub
restaurants business. The sum of £1.96n was successfully
raised by means of a bonds issue and the Company's existing
£1.2bn of borrowings were repaid on 13 Novemnber 2003.

Having been approved by shareholders, the ordinary share
capital was consolidated ¢on 2 December 2003 on the basis
of 12 new ordinary shares for every 17 existing ordinary shares
and, on 8 December 2003, £501m was returned to sharehaclders
by means of a special dividend of 68p per share.

Final dividend

The Board recommends a final dividend for the year ended
25 September 2004 of 6.65p per share tc be paid on
31 January 2005 to sharsholders an the register at close
of business on 10 December 2004.

Employees
The Group employed an average of 37,207 people in 2004,
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It is committed to providing equality of opportunity to all
employees without discrimination and s supportive of the
employment and advancement of disabled persons.

Considerable emphasis is placed on empioyee communication,
particularly on matters relating to the Company’s business and
its performance. Communication channels include regular team
meetings, communication forums, informal briefings, in-house
publications and intranets. Regular feedback is obtained
through employee fecus groups and employee opinion surveys,
the results of which are used in developing management
palicies and best practice.

The Company has established & Business Forum to bring
together senior managers and employee representatives to
discuss business issues.

Health and safety

The Group strives to provide and maintain a safe environment
for all employees, customers and other visitors to its premises
and to comply with relevant health and safety legislation.

In addition, ali Group companies:

* aim 1o protect the health of employzes with suitable,
specific wark-based strategies;

* seek 1o minimise the risk of injury from company activity;

« ensure that through senior management participation,
sufficient resources and information are made available
and suitable management systems are in place to address
hezlth and safety matters; and

* encourage the involvement of employees and aim for
continual improvement in health and safety matters through
a format structure with a reporting and review process.

Compliance with Group policy is monitored and audited
centrally and a comprehensive annual health and safety
report is produced for the Board.

Environmental and social responsibility

Mitchells & Butlers recognises that it is part of a wider
community of employees, shareholders, customers, suppliers
and other stakeholders and recognises that it has a
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Directors’ report continued

responsibility to act in a way that respects the social, eccnomic
and environmental wellbeing of the wider world. A summary

of the Company’s approach to these issues is set out on pages
20 and 21 of the Annual Review and Summary Financial
Statement and on the Company's website. Its business conduct
guidelines and Caode of Ethics set out the standards of behaviour
expected from those working for the Company. The Group’s
corporate and sacial responsibility policies are available on the
Company's website.

Share capital

On 2 December 2003, the Company's ordinary share capital
was consolidated on the basis of 12 new ordinary shares

for 17 existing ordinary shares. During the year, 4,105,170
shares {as adjusted for the consolidation} ware issued under
share schemes and at 25 September 2004, 523,792,544
shares were in issue.

Substantial shareholdings

As at 30 November 2004, the Company had been notified
of the following substantial beneficial interests (3% or more)
in its shares:

AXA S.A. 4.30%
Legal & General Investment Management Ud 2.48%
Aviva plc 3.20%
Standard Life Group 3.01%

Emplayee share plans

Mitchells & Butlers is keen to encourage employee participation
in the Group’s success through share cwnership and operates
the following plans:

Sharesave plan

In May 2004, options were granted to 1,398 employees over
1,569,048 shares at 209p per share, a 20% discount to the
market price.

Share incentive plan

During the year 378,535 shares were allocated by the
Share Incentive Plan Trustee as free shares to 8,098 eligible
employees subject to the plan rules.

Executive share option plan

In May 2004, options were granted to 60 employees over
3,900,826 shares at 252.5p per share. Options under this plan
are only exercisable if a performance condition is met and, for
options granted in 2004, the conditicn is set out on page 16.

Performance restricted share plan

In 2004, 20 employees were invited to participate subject
to the achievement of performance conditions as set
out on page 16. No shares vested under this plan during
the year.

Short term deferred incentive plan

This plan enables the Company to award Executive Directors
all or part of their annual performance bonuses in shares, together
with a related award of shares by the Company, which is deferred.

No shares were released during the year and Executive

Directors” maximum accrued entitlements for the year and
for future release are set out on page 19
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Headroom limits

During the year, the Company has remained within its
headroom limits for the issue of new shares for share plans
as set out in the rules of the plans. At 25 September 2004,
the position under the '5% in 10 years’ limit for discretionary
plans was that shares equivaient to 1.8% of the ordinary
share capital had been allocated, whilst under the '10%

in 10 years’ limit for all share plans the equivalent amount
allocated at 25 September 2004 was 2.7%.

Policy on payment of suppliers

The Company is a holding company and has no trade
creditors. The policy of its principal operating subsidiaries is
to agree particular payment terms with major suppliers and
abide by those terms, subject to satisfactory performance

by the supplier. Amounts owed to other suppliers are settled
in or before the end of the month following that in which the
subsidiary receives a valid inveice.

Charitable donations

The Company supports comrmunity initiatives and charitable
causes and in 2004 donated £103,300 {2003 £71,000).

In addition to these cash contributions, employees are
encouraged to give their time and skills to a variety of causes
and the Company makes donations in kind, such as making
its facilities available for use or by giving free meals in Company
premises. It is estimated that those contributions raised

the total value of the Company’s donations to approximately
£708,500 (2003 £620,000).

Political donations

The Company made no political donations during the year
and intends to maintain its policy of not making such
payments. [t will, however, as a precautionary measure
to avoid inadvertent breach of the law, seek shareholder
authority at its Annual General Meeting in 2005 to make
limited donations or incur limited political expenditure,
aithough it has no intention of using the authority.

Going concern

The financial statements which appear on pages 26 to 54
have been prepared on a going concern basis as, after
making appropriate enquiries, the Directors have a reasonable
expectation that the Group has adequate resources to
continue in operational existence for the foreseeable future.

Annual General Meeting

The Notice convening the Annual General Meeting to be
held at 11am on Wednesday, 26 January 2005 is contained
in a circular sent to shareholders with this report. At the
meeting, resolutions will be proposed to renew the authority
to issue shares without applying statutory pre-emption rights
and to authorise the Company to make market purchases
of its own shares.

Auditors

Ernst & Young LLP have expressed their willingness 1o
continue In office as auditors of the Company and their
reappointment will be put to sharehalders at the Annual
General Meeting. % l/

By order of the Board, Bronagh Kennedy
Company Secretary, 30 Novernber 2004




Corporate governance

Combined Code compliance

The Board is committed to compliance with the principles
of corporate governance as set out in the Combined Code
on Corporate Governance (‘the Code’) and considers that
the Company has complied throughout the year ended
25 September 2004 with all the provisions of the Code.

Following the findings of the Higgs Committee on the

role and effectiveness of Non-Executive Directors and the
Smith Committee on audit committeas, a revised Combined
Code was issued in July 2003 {'the Revised Code'). Iis
provisions became effective for companies’ financial periods
beginning on or after 1 November 2003 and technically

do not impact this Caompany until its year which commenced
on 26 September 2004, The Company has, however, already
taken steps to meet the requirements of the Revised Code
and considers that as at 25 September 2004, it was fully
compliant and remains s0.

The Board is responsible for the Group's system of

internal control and risk management and for reviewing

its effectiveness. In order to discharge that responsibility,
the Board confirms that it has established the procedures
necessary to apply the Code, including clear operating
procedures, lines of respensibility and delegated authority.
These procedures have been in place since the Group was
listed and are regularly reviewed by the Board.

Business performance is managed closely and in particular,
the Board and the Execulive Cormnmittee have established
processes, as part of the normal good management of the
business, to monitor:

* strategic plan achievement, through a comprehensive
series of strategic reviews;

e financial performance, within a2 comprehénsive financial
planning and accounting framework;

+ capital investment and asset management performance,
with detailed appraisal, authorisation and post investment
reviews; and

* risk management, through an ongoing process,
which accords with the Turnbull guidance and

provides assurance through reports from the Director

of Group Assurance that the significant risks faced by
the Group are being identified, evaluated and appropriately
managed, having regard to the balance of risk, cost

and opportunity.

In addition, the Audit Committee receives:

« reports from the Director of Group Assurance on
the work carried out under the annual internal audit
plan; and

* reports from the external Auditors.

Through the monitoring processes set out above,

the Board has conducted a review of the effectiveness
of the system of internal control during the year ended
25 September 2004. The system of internal control is
designed to manage, rather than eliminate, the risk of failure
to achieve business objectives and it must be recognised
that it can only provide reasonable and not absolute
assurance against material misstatement or loss. In that
context, the review, in the opinion of the Board, did not
indicate that the system was ineffective or unsatisfactory
and the Board is not aware of any change to this status
up to the approval of this Annual Report.

In line with recent developments in good corporate
governance and o comply with the Group's US obligations
under the Sartanes-Oxley Act, the Group has developed

a process to review the effectiveness of internal financia!
contral based on the framework published by the Committee
of Sponsoring Organisations of the Treadway Commission
(‘the COSC framework’). This process will be ufilised to
evaluate internal financial controls during 2004/05 and a
report on the effectiveness of the Campany’s internal financial
contrals under the COSO framework will be made as at the
end of that financial year.

With regard fo insurance against risk, it is not practicable
to insure against every risk to the fullest extent. The Group
regularly reviews both the type and amount of external
insurance that it buys, bearing in mind the availability
of such cover, its cost and the likelihood and magnitude
of the risks involved,
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Corporate governance continued

Board and committee structure
To support the principles of gocd corporate governance, the
Board and committee structure operates as set out balow:

The Board

The Board consists of the part-time Non-Executive Chairman,
four Executive and four independent Non-Executive Directors.
The appointment of a fourth independent Non-Executive
Director during the year means that the baiance between
Executive and independent Non-Executive Direclors complies
with the requirement of the Revised Code.

There are nine regular Board meetings planned for 2005,
with further ad hoc meetings as required to consider matters
which are time critical. There were eight meetings during
2004 and there was full attendance, except for one meeting
when Mike Bramley and Sir Tim Lankester were unable

to attend. Despite being unable to attend this meeting, these
Directors were nevertheless provided with all the papers and
infermation relating to that meeting and were able to discuss
issues arising with the Chairman and the Chief Executive.

The Board is responsible to the shareholders for the strategic
direction, development and control of the Group. It therefore
approves strategic plans and capital and revenue budgets.

It reviews significant investment proposals and the performance
of past investments and maintains an overview and control of
the Group's operating and financial performance. [t monitors
the Group’'s overall system of internal contrals, gavernance
and compliance. The Board ensures that the necessary
financial and human resources are in place for the Company
to meet its objectives. The Board has established a schedule
of matiers which are reserved for its attention which are
published on the Company’s website.

The Board has adopted objective criteria for the appointment
of Directors and the roles of the Chairman and of the Chief
Executive have been defined in writing.

The Company Secretary's responsibilities include ensuring
good information flows fo the Board and its committees and
between senior managerment and the Non-Executive Directors,
as well as facilitating the induction of Directors and assisting
with their professional development as required. The
Company Secretary is respcnsible, through the Chairman,
for advising the Board on all corporate governance matiers.

The following were Directors of the Company during the year:

Appointed
Roger Carr Chairman 10.2.03
Tim Clarke Chief Executive 10.2.03
Mike Bramley Managing Director, Pubs & Bars 15.4.03
George Fairweather Independent Non-Executive
Director 15403
Tony Hughes Managing Director, Restaurants  15.4.03
Karim Naffah Finance Director 15403
Sara Weller Senior Independent
Non-Executive Director 15.4.03
Sir T'm Lankester  Independent Non-Executive
Director 16.5.03
Drummond Hall Independent Non-Executive
Director 30.7.04
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Directors” biographical details are set out on pages 26 and 27 of
the Annual Review and Summary Financial Statement 2004 and
these include their main commitments outside the Company.

Mike Bramley and Roger Carr will retire by rotation and

offer themseives for reappointmeant at the Annual General
Meeting on 26 January 2005. Drummond Hall, having been
appointed a Diractor during the year, will also retire and offer
himself for reappointment. Details of the Executive Directors'
service contracts are set out on page 17. The Chairman
and the four independent Non-Executive Directors have
letters of appeintment.

Chairman

Roger Carr is Chairman of the Board and has responsibility
for the smooth running of the Board and for ensuring that
all Directors are fully informed of matters relevant o their
roles. He also ensures that appropriate communication

is maintained with shareholders.

During the year, he has been appointed as Chairman
of Centrica plc, having previously been a non-executive
director of that company. He has resigned from the
Industrial Development Adviscry Board of the Department
of Trade & Industry and the CB! Council. The Board

is satisfied that he is able to fulfil his commitment to
the Company.

Chief Executive

Tim Clarke is the Chief Executive and has responsibility
for implementing the strategy agreed by the Board and
for managing the Group. He has authority to approve
capital expenditure projects up to a level authorised

by the Board.

Senior Independent Director

Sara Weller is the Senior Ingdependent Non-Executive
Director. Her responsibilities inctude being available to liaise
with shareholders who have issues to raise. She meets
annually with the Independent Non-Executive Directors,
without the Chairman present, to review the performance
of the Chairman, having taken account of the views of the
Executive Directors.

Committees

The Commitiees of the Board each have written terms
of reference approved by the Board, which are available
in the Investor section of the Company's website.

Executive Committee

The Committee, which is chaired by the Chief Executive,
consists of the Executive Directors and certain other senior
executives as shown on page 27 of the Annual Review and
Summary Financial Statement 2004,

The Committee meets every four weeks and has everyday
responsitility for the running of the Group's business. It develops
the Groug's strategy and revenue and capital budgets for
Board approva!, It reviews and recommends to the Board
any significant investment proposais.

The Committee monitors the financial, pperational and
customer service performance of the Group and aliocates




resources within the budgets agreed by the Board. 1t cansiders
employment issues, ensures the Group has an appropriate
pool of talent and develops senior management manpower
planning and succession plans.

Audit Committee

The Audit Committee, which is chaired by George Fairweather,
consists of the four independent Non-Executive Directors.
The Chairman of the Board attends at the invitation of the
Committee's Chairman.

Further details about the Committee are inciuded in the
Audit Committee Repart on page 12.

Remuneration Commitiee

The Remuneration Committee, which is chaired by

Sara Weller, comprises the four independent Non-Executive
Directors. The Chairman of the Board attends by invitation
of the Committee’s Chairman.

Further details about the Committee are included in the
Remuneration Report on page 14.

MNomination Committee

The Committee consists of the Chairman of the Board, who
chairs the Commitiee, the four independent Non-Executive
Directors and the Chief Executive. Its terms of reference
provide that the Committee is responsible for nominating,
for the approval of the Board, candidates for appointment
{o the Board and also for succession planning. 1t met three
times during the year to consider these matters, with all the
then current members attending, except on one occasicn
when Sir Tim Lankester was unable to be present.

The Comrnitiee appointed external consultants (lan Jones
& Partners) to find candidates for the one directorship filled
during the year. A candidate profile and objective selection
criteria for that search were agreed.

General Purposes Committee

The General Purposes Committee comprises any two
Executive Directors or any one Executive Director together
with a senior officer from an agreed and restricted list of
senior executives. It is always chaired by a Director. It attends
te business of a routine nature and to the administration of
matters, the principles of which have been agreed previously
by the Board or an appropriate cornmitiee.

Board evaluation

The Board engaged external consultants, Spencer Stuart,

o assist with 2 Boatd effectiveness review during the year.
The Chairman and the Senior Independent Director provided
a brief for the assessment of the Board and its Committeas,
which was effected through individuat meetings with the
Company Secretary and each Director. Topics caverad included
the overall impression of the Board and its effectiveness,
organisation of the Board, Committee organisation, roles of
the Board members, Board composition, Board invalvement
and communication with shareholders. Feedback was provided
to the Board through a written report and presentation, which
was discussed by the Board.

This report concluded that the Board functioned well and
that the mix of skills and experience of Board members
ensured that sound and balanced judgement was exercised
in strategic assessment and decision taking. The Board will
cantinue to critically review process and effectiveness in the
year ahead.
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The Chairman evaluates the individua! performances

of the Non-Executive Directors. The Senior Independent
Diractor led a meeting of the Non-Executive Directors
without the Chairman present to review the performance
of the Chairrnan.

Non-Executive Directors

The Company has experienced independent Nen-Executive
Directors who represent a strong source of advice

and judgement. In addition to the Chairman, who

was independent on his appointment, there are four
Non-Executive Directors, who the Beard considers t¢ be
whaolly independent as they have never been employed

by or had a material business relationship with the Group;
have nc family ties with the Group’s advisers, Directors or
senior empioyees; do not hold cross directorships or have
significant links with other Directors through invalvement

in other companies or bodies and do not represent a
significant shareholder. Other than their fees which are
disclosed on page 1&, the Independent Non-Executive
Directors received no remuneration from the Company.
When Non-Executive Directors are considered for appointment,
the Nomination Committee will take into account their other
responsihilities in assessing whether they can commit sufficient
time to their prospective directorship.

All Directors are briefed by use of comprehensive papers
in advance of Boarg meetings and by presentations at the
meetings. Their understanding of the Group's operations
is enhanced by business presentations and operational
visits outside Board meetings to the Company's businesses.
Separate strategy meetings and ad hoc meetings with senior
executives are attended.

Re-election of Directors

The Company ensures that Directors submit themselves
for re-election at least every three years. The proposals for
reappointments at the 2005 AGM are set out on page 3
of the AGM Notice.

Independent advice

Members of the Board may take independent professional
advice in the furtherance of their duties and they have access
to the advice and services of the Company Secretary.

Shareholder relations

The Company has a programme of meetings with its major
institutional shareholders which provides an opportunity
to discuss, on the back of publicly available information,
the progress of the business. The Chairman and the Chief
Executive report to the Board the views of major shareholders
about the Company, and the Non-Executive Directors are
available to major shareholders on request. institutionat
investors and analysts are also invited to briefings by the
Company after the announcement of its interim and final
results. The content of these briefings is posted on the
Company's website, www.mbplc.com, together with general
information about the Company so as to be available to

all sharehclders.

The Annual General Meeting provides a useful interface
with private shareholders, many of whom are also customers.
The Chairmen of the Audit, Remuneration and Nomination
Committees attend to answer questions.
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Audit Committee report

The Company's Audit Committee meets, as at 25 September
2004, the requirements of the revised UK Combined Code
and the US Sarbanes-Oxley Act/New York Stock Exchange
requirements, as applicable to non-US companies. A copy
of the Committee’s terms of reference is publicly available
within the Investor section of the Company’s website.

Role of the Audit Committee
The Committee's principal responsibilities are to:

« review the Company's public statements on internal conirol
and corporate governance compliance prior to their
consideration by the Board;

* review the Company's processes for detecting fraud,
misconduct and control weaknesses and to consider the
Company’s response to any such occurrence;

* review management’s evaluation of any change in internal
controls over financial reporting;

+ review with management and the external Auditers any
financial statements reqguired under UK or US legislation
before submission to the Board;

* gstablish, review and maintain the role and effectiveness
of the Group Assurance function;

+ assume direct responsibility for the appeintment,
compensation, resignation, dismissal and the overseeing
of the external Auditers, including review of the external
audit, its cost and effectiveness;

e pre-approve non-audit work to be carried out by the external
Auditors and the fees to be paid for that work along with the

monitoring of the external Auditors” independence;
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* oversee the process for dealing with complaints received
by the Group regarding accounting, internal accounting
controls or auditing matters and the confidential, ancnymous
submission by employees of concerns regarding questionable
accounting or auditing matters; and

= adopt and oversee a specific Code of Eihics for the
Chief Executive, the Finance Director, the Deputy Finance
Director and zll other members of the Executive Committee,
which is consistent with the Company’s overall statement
of business ethics.

Audit Committee composition

The Committee is chaired by George Fairweather who,

as a Chartered Accountant and the finance director of

a FTSE 100 company, has current and relevant financial
experience and is considered 1o be the Committee’s financial
expert. The Committee’s other members are Drummond Hali,
Sir Tim Lankester and Sara Weller. The Committee wishes
to retain the knowledge, experience and judgement of the
Chairman of the Board but, reflecting recommendations
within the Smith guidance, Roger Carr resigned from the
Audit Committee during the year and attends at the invitation
of the Committee’s Chairman. All of the Committee's
members are Independent Non-Executive Directors

as defined in both UK guidance and US legislation.

Audit Committee meetings

The Committee meets at least four times a year.
Curing 2003/04 five full meetings of the Committee
were held, which all the then current Committee
members attended.

Annual Report and Financial Statements 2004




Audit Committee process

The Committee discharges its responsibilities, as defined

in its terms of reference, through a series of Audit Committee
meetings throughout the year at which detailed reports are
presented for review. The Committee commissions reports,
either from external advisers, the Director of Group Assurance,
or Company management, after consideration of the Company’s
major risks or in response to developing issues. The Chairman
of the Audit Committee meets privately with the external
Auditors and the Director of Group Assurance at least four times
a year and liaises with Company management in considering
areas for review by the Committee.

During the year, the Committee’s meetings considered the
following matters:

* Interim and full year financial resuits

* The scope and cost of the external audit

« Any non-audit work carried out by the Group's external
Auditcrs and trends in the non-audit fees in accordance
with the Committee’s policy to ensure the safeguarding

of audit independence

* The scope of the annual interna! audit plan, the Internal
Audit department's terms of reference and its resourcing

* The external Auditors’ interim and full year reports

* Periodic internal control and assurance reports from the
internal Audit function

¢ The effectiveness of the externa! Auditors and consideration
of their reappointment

¢ Periodic reports on any allegations mace via the
Group’s whistleblowing procedures and the effectiveness
of these procedures

* The effectiveness of the Internzal Audit function

* Management representations and waivers granted to the
external Audiiors

* Any major changes in the Group’s internal controls
+ The co-ordination of the internal and external audit functions

* The Group's framework for the identification and control
of major risks

¢ The adoption of a cede of ethics for the Executive Cemmitice

» Corporate governance developments in the UK and
the US

* Monitoring of the Group's International Financiat Reporting
Standard conversion exercise
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¢ Overseeing the Group's Sarbanes-Oxley compliance work

* The disclosure controls and procedures operated by
the Group

» Substantial litigation involving the Group
* The Committee’s own terms of reference and its effectiveness.

The Company's public financial statements are reviewed by
the Audit Committee in advance of their consideration by the
Board. Adeguate time is allowed betwesn the Committee’s
review and the Board’s appraval for any actions or further
work requested by the Committee to be completed.

Evaluations carried out by the Committee in the year have
been performed with the assistance of the Director of Group
Assurance. The Committee monitors these reviews and may
consider the use of external advisers in the future.

During the year, the external Auditcrs’ lead audit partner stood
down for health reasons. The appointment of his replacement
was overseen by the Audit Committee.

External Auditors’ independence

The Audit Committee has adopted a policy on the utilisation
of the external Auditors for non-audit work that is in
compliance with the requirements of the US Sarbanes-Oxley
Act. The Auditors may carry out certain specified non-audit
work, in areas that have been pre-approved by the Committee,
up tc a monetary limit of half the audit fee per transaction
and subject to an annual total cap of no more than the audit
fee. Any other work for which management wishes to utilise
the external Auditors must be apprcved by the Committee.

George Fairweather, Chairman of the Audit Committee
30 November 2004
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Remuneration report

This report has been prepared by the Remuneration
Cormmitiee (‘the Committee’) and has been approved by
the Board. It has been drawn up in accordance with the
Combined Code on Corporate Governance, Schedule 7A
to the Companies Act 1985 and the UKLA Listing Rules
and wilf be put to shareholders for approval at the
forthcoming Annual General Meeting.

The Remuneration Committee
The Committee consists of the foltowing independent
Non-Executive Directors:

* Sara Weller (Chairman)

* George Fairweather

* Drummond Hall (from 30 July 2004)
* Sir Tim Lankester

During the year and reflecting the requirements of the
Revised Code, Roger Carr, the Chairman of the Board,
ceased to be a member of the Committee, although he
attended its meetings at the invitation of its Chairman,
Tim Clarke, the Chief Executive, also attended by invitation,
but not on matters relating to his own remuneration.

No member of the Committee has any personal financial
interest, other than as a shareholder, in the matters to

be decided by the Committee. The remuneration of the
Non-Executive Directors is decided by the Board on advice
from the Executive Directors.

During the year, the Committee has received external
advice from Towers Perrin, benefits consultants, and
Allen & Overy, the Company’s general legal advisers.
The Commitiee also took advice from Tim Clarke, the
Chief Executive, Bronagh Kennedy, the Human Resources
Director & General Counsel and Sheila Mellish, Head
of Reward. None of these participated in discussions
concerning their own remuneration. All of these advisers
were originally appointed by the Company.

In July 2004, the Committee independently appointed
and approved the terms of engagement of Towers Perrin
to act as consultants to the Committee on the 2004 review

of executive basic pay. Athough Towers Perrin provides advice

on senior executive reward matters to both the Committee

and the Company, the Committee is satisfied as to the
independence of the advice it receives, but will continue
to evaluate whether the arrangement remains appropriate.

The Committee is responsible for determining palicy on
remuneration for the Executive Directors, other members of
the Executive Committee and senior executives. it determines
the actual remuneration of the Executive Directors and reviews
proposals in respect of cther members of the Executive
Committee taking account of percentage increases in reward
across the Company. For the year under review, the total
remuneration earned by those members cf the Executive
Committee who were not main Board directors is shown

in the bands below:

No. of executives £000
2 250 - 300
? 300 - 350
2 350 -400

The full terms of reference of the Remuneration
Committee can be found in the Investor section of the
Company’s website.

The Committee is expected to meet at least three times

a year and in 2003/04, met four times. Each meeting was
attended by all the then current members of the Committee,
except for Sir Tim Lankester, who was unable to attend one
of the meelings.

The rest of this report deals with the remuneration of the
Executive and Non-Executive Directors only.

Remuneration policy for Executive Directors

The following policy has applied throughout the year and will
apply for the financial year 2005. For subsequent years, the
Committee will review the poalicy and recommend changes
as appropriate.

* Remuneration packages are designed to attract, retain
and mativate Executive Directors of the highest calibre.

* The packages will be competitive within the leisure
retalling industry and in those markets from which
the Company recruits,
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Remuneration report continued

will take intc account the level of awards made under the
Performance Restricted Share Plan, see below.

The grant of options is restricted so that in each year the
aggregate of (i) 25% of the market value of the ordinary shares
over which an option is granted under EXSOP and {ii) 33% of the
market value of the ordinary shares over which an award is made
under the Performance Restricted Share Plan, will not exceed
80% of an employee’s salary, taking the market value in each
case as at the date of grant. These limits may only be exceeded
in special circumstances which have not occurred to date.

A performance condition, set by the Committee, has to be met
before options can be exercised, As stated by the Chairman of
the Committee at the 2004 AGM, for options granted in 2004,
the performance measure is that the Company’s eps over the
three year performance period (as adjusted for the 2003 share
consolidation) must increase by at least 6 percentage points
per annum cn average over the growth in the UK Retail Prices
Index (‘RPI') before options can be exercised in full. Reduced
exercises will be permitted for lower levels of eps growth,
as follows:

If eps growth exceeds the growth in RPI by 5 percentage
points per annum on average over the performance period,
two-thirds of the ordinary shares under option will become
exercisable. One-third of the ordinary shares under option
will become exercisable for eps growth exceeding the RPI
by at least 4 percentage points per annum on average over
the performance period.

Eps is a measurement which reflects movement in shareholder
value and the target set would mean a significant and
challenging improvement in the Company's performance,

if achieved. The Company’s Auditors will review performance
against the target.

If these performance targets are not met, the opticn lapses.
Retesting is not permitted for options granted in 2004
and onwards.

Performance Restricted Share Plan (‘PRSP")

The PRSP allows Executive Directors and eligible senior
employees to receive awards of shares or cash subject to the
satisfaction of a performance condition, set by the Committee,
which is measurad over a three year pericd.

For the cycle to September 2004, the award was measured
by reference to the Company's Total Shareholder Return
(‘TSR') performance relative to that of a comparator group
of 11 other companies over the same period. The Company
finished in 11th position and no award was made.

For the 2002/0% and 2003/06 cycles, 50% of the award will
be measured by reference to TSR performance against the
comparator group, which at the date of award consisted of:

Mitcheils & Butiers Punch Taverns

Enterprise Inns Regent Inns

Fuller, Smith & Turner The Restaurant Group
Greene King Whitbread

JD Wetherspoon Woiverhampton & Dudley
Luminar Yates
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This group was selected because it consists of competitors
tc the Company. Since the Company's year end, Yates has
de-listed and is no longer in¢luded in the comparator group.

For the 2002/05 cycle, if the Company finishes in first to sixth
positions in the group an award will vest, graded between
100% of the TSR element of the award for first or second,
to 20% for sixth position. Below sixth position, the award
relating to TSR lapses.

For the 2003/06 cycle, if the Company finishes in first
to fifth positions in the group an award will vest, graded
between 100% of the TSR element of the award for first,
to 20% for fifth position. Below fifth position the award
relating to TSR lapses.

The vesting of the other 50% of the award will be based

on the average amount by which the Company’s cash return on
capital employed {'CROCE') exceeds its weighted average cost
of capital ('WACC'} over the performance period. The award for
this element of the performance measure will be graded so that
if the amount by which the CROCE exceeds the WACC over the
perfarmance pericd is at least 4.5 percentage points, 100% of
the CROCE element of the award will vest, whereas if the excess
is 3 percentage points, 20% of the award will vest. In between
3 and 4.5 percentage points, the award will be graded on a
straight line basis. Below 3 percentage peints there will be
no award in respect of this element,

TSR was chesen as a measure because it aligns the interest
of management with that of shareholders. The CROCE/WACC
measure was chosen to motivate the Executive Directors

to increase the cash returns generated by the business
and to reduce the overall cost of funding to the Company,
thereby maximising the spread befween the two and
increasing shareholder value.

Performance measurement under PRSP will be reviewed
by the Company’s Auditors.

Rolled over options

On demerger from Six Continents, the Group's executives,
including the Executive Directors, with outstanding options
under the Six Continents Executive Share Option Schemes
were permitted to roll over those options into options of
equivalent value over the Company’s shares. The performance
conditions ceased to apply to those options on demerger.

Other share plans

Executive Directors may participate in the all-employee
plans, the Sharesave Plan and the Share Incentive Plan;
performance targets do not apply to such plans.
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Companies used for comparison

In assessing overail levels of pay and benefits,
Mitchells & Butlers compares the packages offered hy
comparator companies. These companies are chosen
by the Committee following advice from independent
external consultants, having regard to:

* industry sector, to include direct competitors and the
wider refail sector;

* size — turnover, profits, margins and the number
of people employed;

« structure and complexity of the business.

The companies currently used for comparison are:

Allied Domecqg MyTravel
Avis Rank Group
BAA RHM
Eurotunnel Signet
Galiagher Somerfield
HMV WH Smith
Imperial Tobacco Whitbread
InterContinental Hotels Group  William Hili
John Lewis Woolworths

Performance graph - Total Shareholder Return

From its listing on 15 April 2003 until 21 December 2003,
the Company was a constituent of the FTSE 100 index. Since
then it has been included in the FTSE 250 index. The graph
below therefore measures the Company’s TSR performance,
assuming dividends are reinvested, against both the FTSE
100 and 250 indices.

TSR has been calculated in accordance with the
requirements of the Companies Act 1985, except that
the period covered is only since the Company’s listing
in Aprit 2003.

Mitchells & Butlers TSR v FTSE 100 & 250 15/4/03 - 25/9/04
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Directors’ contracts

It is the Company’s normal policy to provide Executive
Directors with rolling 12 months ¢ontracts, which provide
for 12 months notice from the Company and six manths
notice from the Director. Service contracts provide for
summary termination in the event of gross miscenduct.
In other circumstances any severance payment would
normally be based con a valuation of ret pay and benefits
for any unexpired notice period on the expectation that the
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Director had made reasonable attempts to mitigate his loss.
Benefits normally include membarship of a2 pension scheme
and a healthcare scheme and use of a company car.

The Company is considering the introduction, for new
appointees tc the Board, of phased compensation payments
on foss of office.

Compensation

Contract payable
start  Unexpired Notice on early

Director date term* period  termination**
Mike Bramley 15.04.03 Indefinite 12 months n/a
Tim Clarke 15.04.03 Indefinite 12 months n/a
Tony Hughes 15.04.03  Indefinite 12 months n/a
Karim Naffah  15.04.03  Indefinite 12 manths nfa

*To normal retirement age {60).
**No payments should normally be payable on termination, other than the salary
and benefits due for the notice period and such entitlements under incentive
plans that are consistent wilh the terms of such plans.

Non-Executive Directors do not have service contracts but
operate under a letter of appointment that provides for their
tenure of office to be reviewed when they are about to stand
for re-election, which is every three years. In any event
Non-Executive Directors cannot serve after the AGM foliowing
their 67th birthday. There is no notice period and no provision
for termination payments. The dates of appeintment

of Non-Executive Directors are set out or page 10. The
Chairman Roger Carr's term of appointment is expressed
to run for three years from the dermnerger of the Company
from Six Continents, which occurred on 15 April 2003.

Policy regarding pensions

UK-based Executive Directors and senior employees participate
on the same basis as other members in the Mitchells & Butlers
Executive Pension Plan and, if appropriate, the Mitchells &
Butlers Executive Top-Up Scheme. Executives in Germany,
who do not participate in these plans, are entitled to participate
in relevant local plans.

Palicy on external appointments

The Company recognises that its Directors may be invited

to become non-executive directors of other listed companies
and that such duties can broaden expearience and knowledge,
which will benefit the Company. Executive Directors are
therefore allowed to accept one non-executive appointment,
with the Company's prior approval, and as fong as this

is not likely to lead to conflicts of interest. Fees received
by the Director may be retained. Tim Clarke ceased to be

a non-executive director of Debenhams plc on 4 December
2003 and received £6,700 for that appointment for the period
from 1 October to 4 December 2003. Subsequent to the year
end, he has been appcinted a non-executive director of
Associated British Foods plc.

The rest of this Remuneration Report on pages 18 to 23
has been audited by Ernst & Young LLF.
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Remuneration report continued

Directors’ emoluments

Total
Basic Annual emoluments
salaries performance {excluding pensions)
and fees bonus* Benefits 2004 2003*+*

£000 £000 £000 £000 £000
Executive Directors
Mike Bramley 334 201 17 552 245
Tim Clarke 509 383 24 916 371
Tony Hughes 334 251 23 608 241
Karim Naffah le) 270 15 644 257
Non-Executive Directors
Roger Carr 199 - 8 207 g7
George Fairweather 49 - - 49 23
Drummeond Hall** 7 - - 7 -
Sir Tim Lankester 42 - - 42 16
Sara Weller 49 - - 49 23
Total 2004 1,882 1,105 87 3,074
Total 2003*** 848 379 46 1,273

of the STDIP.

**Appointed 30 July 2004, his fees are paid to Dairy Crest Group plc, his employer.

*Annual performance bonuses as described above for 2004 (and for 2003} were wholly deferred into shares under the terms

***For 2003, the year of the Company's demerger from Six Continents PLC, emoluments cover the period from appaintment to
the Board of Mitchells & Butlers plc. Roger Carr and Tim Clarke, who were directors of Six Continents PLC for part of that year,
received emoluments, not included above, of £56,000 and £363,000 respectively from that company.

The figures above represent emoluments earned during the periods shown. There were no payments for loss of office.

‘Benefits' incarporate the value of any shares awarded under the Share tncentive Plan and all tax assessable benefits arising from
employment with the Company which retate in the main to the provision of a company car and healthcare cover.

Salary

As at 25 September and 30 November 2004 respectively, the basic annual salaries of Executive Directors were as shown below.

Their normal annual salary review date is 1 October.

25.9.04 30.11.04
Director £000 £000
Mike Bramley 335 350
Tim Clarke 510 520
Tony Hughes 335 350
Karim Naffah 360 370
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Annual performance bonus
The bonus for each Executive Director for 2003/04 was as follows:

Constituent elements

Maximum
bonus Bonus Group & personal
achievable awarded EPS targett objectives
Director £000 £000 £000 Yo £000 %>
Mike Bramley 268 201 167 100 + 34 33
Tim Clatke 408 283 255 100 + 128 83
Tony Hughes 268 251 167 100 + 84 g3
Karim Naffah 288 270 180 100 + 90 83

1The eps target was adjusted for the impact of the share consolidation on 2 December 2003 on the number of shares in issue.
*The percentages show the proportion of that element of the bonus that was achieved.

To achieve maximum bonus, Directors had to meet targets related to:

¢ The Company's earnings per share performance; and

» Group and personal business objectives.

* Group business objectives related to:
— improvement in like-for-like sales;
~ achievement of refinancing, return of funds to shareholders and new cash flow target;
~ capital control on incremental investment and asset management;
- customer service standards;
— staff productivity; and
— purchasing gains.

* Personal business objectives related to the financial performance in the businass areas for which the Director was responsible.
Short Term Deferred Incentive Plan

The table below shows the maximum maiching shares receivable if all of the Directors’ 2004 annual performance tonuses are
deferred into share awards.

Ordinary Ordinary Total

share Market share awards
awards in  value on awards in over Current
respect of date of First respectof  Value of First  ordinary market
year to award Year vesting year to awards Year vesting shares at value

Director 27.9.03* £000 earned date 25.9.04** £000 earned date 25.9.04 £000**

Mike Bramiey 17,343 40 2003 9.12.04 38,803 100 2004 7.12.05 56,146 145
Tim Clarke 26,682 61 2003 9.12.04 73,841 191 2004  7.12.05 100,523 260
Tony Hughes 17,343 40 2003 9.12.04 48,503 126 2004 7.12.05 65846 171
Karim Naffah 18,678 43 2003 9.12.04 52,123 135 2004 7,12.05 70,801 183

*Based on the share price on date of award - 229.92p.
**Calculated at a share price of 259.00p as at 25 September 2004.

As part of the terms of demerger, the Company provided 105,495 shares on 13 December 2003 and agread to provide 17,371

shares in December 2004 to Tim Clarke to meet the entitlements he had accrued under the Six Continents Special Deferred
Incentive Plan for 2001/02 and 2002/03 to date of demerger respectively.

Mitchells & Butlers 19 Annual Report and Financial Statements 2004




]

Remuneration report continued

Performance Restricted Share Plan (‘PRSP’)

The PRSP was introduced on demerger initially to replace the Six Continents Long Term Incentive Plan for Mitchells & Butlers
executives. Awards which vested in 2003 were paid in cash during the year. In 2004 there were three cycles of the plan

in operation outiined below, the first of which was to replace participation in the final cycle of the Six Continents’ plan.

* An gighteen months performance period to September 2004, where the perfermance measure related to the Company’s
total shareholder return against a group of eleven other comparator companies. The Company finished in eleventh paosition
and no award was made.*

» A thirty months performance period to September 2005, where the performance measures relate to the Company's total
sharenolder return performance and to its cash return on capital employed against its weighted average cost of capital.
The combined maximurm award from the two measures is equivalent to 90% of basic salary at the date of the award.

* A thirty-six months performance period to September 2006, where the performance measures relate to the Company's
total shareholder return performance and to its cash return on capital employed against its weighted average cost of capital.
The combined maximum award from the two measures is equivalent to 90% of basic salary at the date of the award.**

Further details of the performance measures are set out on page 16.

The maximum potential pre-tax value of Directors’ awards, at the date of grant, if performance targets are achieved, was:

Maximum Maximum

potential potential

awards at Lapsed Granted awards at

28.9.03 2004* 2006**  25.9.04

Director £000 £000 £000 £000
Mike Bramley 488 (185) 302 595
Tim Clarke 750 {300) 459 209
Tony Hughes 488 {195) 302 595
Karim Naffah 525 {210) 324 639

Notes:
The 2003 awards, disclosed in last year’s Annual Report, were paid in cash on 10 December 2003. The gross amounts were:
Mike Bramley — £98,000; Tim Clarke — £150,000; Tony Hughes — £98,000 and Karim Naffah - £105,000.

Participation in the PRSP is by means of an option, which is exercisable for nominal consideration once the performance
conditions have been satisfied.
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Directors' pensions

The following information relates to the pension
arrangements provided for Mike Bramley, Tim Clarke,
Tony Hughes and Karim Naffah under the Defined Benefit
Section of the Mitchells & Butlers Executive Pension Plan
('the Plan’), and in the cases of Tim Clarke, Tony Hughes
and Karim Naffah under the unfunded Executive Top-Up
Scheme (‘MABETUS).

The Plan is a funded, Inland Revenue approved,
occupational pension scheme with a final salary section
of which these Directors are members. All Plan benefits

]

are subject to Inland Revenue limits. Where such
limitation is due to the earnings cap, MABETUS is used
to increase pension and death benefits to the leve! that
would otherwise have applied. The Plan’s main features
applicable to the Executive Directors are:

+ a normat pension age of 60;

+ pension accrual of 1/30th of final pensionable salary
for each year of pensionable service;

» life assurance cover of four times pensionable salary;

¢ pensions payabie in the event of ill health; and

* spouse’s and dependants’ pensions on death.

Increase in

transfer
value over Increase Increase Accrued
Directors’ Transfer value of year less  in accrued in accrued  pension at
Years of contributions accrued pension Directors’ pension pension 25.9.04
pensionable Age at * 28.9.03 25.9.04 contributions * *Hk LTSS
Director service 25.9.04 £ £ £ £ £ pa £ pa £ pa
Mike Bramley 24 53 15,100 2,054,200 2,609,000 539,500 31,400 26,800 195,900
Tim Clarke 14 a7 15,100 2,022,800 2,368900 331,000 19,400 13,400 236,700
Tony Hughes 9 56 14900 1,081,600 1,426,900 330,400 17,800 15,700 92,500
Karim Naffah 13 41 15,100 733,400 944,800 196,300 20,100 17,100 125,600

*Contributions paid in the year by the Directors under the terms of the plans.

**The absolute increase in accrued pension during the year, including any increase for inflation.

***The increase in accrued pension during the year, excluding any increase for inflation.

****Accrued pension is that which would be paid annually on retirement at 60, based on service to 25 Sepiember 2004,

Members of the Plan have the option to pay Additional Voluntary Contributions, subject to Inland Revenue limits, but members
of MABETUS are unlikely to benefit by doing sc; neither any such contributions, nor the resulting benefits, are included in the

above fable.

Transfer values have been calculated in a manner consistent with the Retirement Benefits Schemes — Transfer Values (GNII)
published by the Institute of Actuaries and the Faculty of Actuaries.

Additional pension information
The following is additional information relating to Cirectors’
pensions under the Plan and MABETUS.

Dependants’ pensions

Cn the death of a Director before his normai pension age,
a widow's pension equal te one-third of his own pension

is payable; a childs pension of one-sixth of his pension

is payable for each of a maximum of two eligible children.

On the death of a Director after payment cf his pension
commences, a widow’s pension of two-thirds of the
Director’s full pensicn entitlement is payable; in addition,
a child's pension of one-sixth of his full pension entitlement
is payable for each of a maximum of two eligible children.

Early retirement rights

After leaving the service of the Company, the member

has the right to draw his accrued pension at any time after
his 50th birthday, subject to a discount for early payment.
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Pension increases

All pensions in excess of Guaranteed Minimurm Pensions
are subject to contractual annual increases in line with the
annual rise in the RPI, subject to a maximum of 5% per

annurm. In addition, it is the Company’s present aim to pay
additional increases based on two-thirds of any rise in the
RPI above 5% per annum.

Cther discretionary benefits

Other than the discretionary penston increases mentioned
above, there are no discretionary practices which are taken
into account in calculating transfer values on leaving service.
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Remuneration report continued

Directors’ options

Weighted
. . average
Ordinary shares under option option Option

Director 25.9.04 Granted 28.9.03 price price
Mike Bramley

265,345 252.5p
A 97,704 97,704 214.47p
B 346,277 346,277 272.93p
C 562,146 296,800 234.81p
Total 1,006,127 265,346 740,781 245.96p
Tim Clarke

403,960 252.5p
A 250,245 250,245 213.70p
B 727,074 727,074 280.76p
C 870,003 466,043 234.01p
Total 1,847,322 403,960 1,443,362 249.66p
Tony Hughes

265,346 252.5p
A 144,189 144,189 214.47p
B 409,127 409,127 280.07p
C 567,619 302,273 234.18p
Total 1,120,935 265,346 855,589 248.39%p
Karim Naffah

4,509 209.0p

285,148 252.5p
A 437,302 437,302 195.89p
B 281,877 281,977 275.87p
C 609,287 319,630 234.60p
Total 1,328,566 289,657 1,038,909 231.47p

No Directors’ options over Mitchells & Butlers plc shares
lapsed or were exercised or varied during the year. No price
was paid for the grant of any of the options.

Shares under option at 25 September 2004 are designated as:

A. where the options are exercisabie and the market
price per share was above the option price at

Options granted during the year are exercisable under 25 September 2004;

the Executive Share Option Plan {the performance condition

for which is set out on page 16} or the Sharesave Plan. B. where the options are exercisable but the market price

per share at 25 September 2004 was below the cption

Optioris granted under the Comparny's Executive Share price; and

Option Plan are exercisable between 27 May 2006 and

23 May 2014 subject to the achievement of performance C. where the options are not yet exercisable and the

conditions. Rolled over cptions became exercisable on market price was above the opticn price on

demerger from Six Continents in April 2003 and will lapse 25 September 2004.

on various dates up to October 2012. Rolled over options

ceased to be subject to performance conditions on demerger.
Sharesave options are exercisable between 1 October 2006
and 31 March 2010.

The above table excludes potential awards under the

Performance Restricted Share Plan, which are shown
on page 20.
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The market price per share on 25 September 2004 was
259p and the range during the year to 25 September 2004
was 220.25p to 283.750 per share.,
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Directors’ shareholdings

Ordinary shares of 7%.p
25.9.04 23.9.03*

Executive Director
Mike Bramley

Tim Clarke

Tony Hughes

Karim Naffah
Non-Executive Director
Roger Carr

George Fairweather
Drummond Hall
Sir Tim Lankester
Sara Weller

18,176 7,132
352,960 209,702
24,164 3,120
48627 18,839
1,067 1,067

- t
2,200 -

*Adjusted for the 12 for 17 share ¢onsolidation implemented on 2 December 2003.

tAs at date of appointment.

The above sharehaldings are all beneficial interests and
include shares held on behalf of the Executive Directors
by the Trustee of the Company’s Share Incentive Plan and

In the period from 26 September 2004 to 30 November 2004
there has been no change in the Directors’ interests other
than to the balance of shares held in the Trust, which is now

by the Trustees of the Six Continents Employee Profit Share 3,537,090 shares.

Scheme. None of the Directors has a beneficial interest in
the shares of any subsidiary or in debenture stocks of the

Company or any subsidiary.

At 25 September 2004 the Executive Directors, as potential
beneficiaries under the Company's Employee Benefit Trust

{'the Trust”) were technically deemed to be interested
in 3,736,671 Mitchells & Butlers ordinary shares held

in the Trust.

Mitchells & Butlers
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The Company’s Register of Directors’ Interests, which is open
to inspection at the registerad coffice, contains full details of
Directors’ shareholdings and share options.

Approved by the Board, Sara Weller
Chairman of the Remuneration Committee, 30 November 2004
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Unaudited pro forma group profit and loss account

for the 52 weeks ended 25 September 2004

The results for the 52 weeks ended 25 September 2004 are the actual results for the year excluding exceptional items.

2004 2003
restated*
£m £m
Turnover 1,560 1,504
Costs and overheads, less other income (1,275) (1,229)
Operating profit and profit on ordinary activities before interest 285 275
Finance charge (101) (76)
Profit on ordinary activities before taxation 184 199
Taxation (60) (64)
Profit for the financial year 124 135
Earnings per ordinary share 22.2p 18.4p

*Restated on the adoption of the Amendment to FRS 5 {see note 1).

All activities refate to continuing operations.

The Mitchells & Butlers group was created on its separation from Six Continents on 15 April 2003, Significant changes were
made to the financing structure of the Group on separation which resulted in the replacement of inter company balances owed
to Six Continents with external debt. In addition, the Mitchells & Butlers group no longer benefited from the Six Continents group
tax arrangements that were in place prior to the separation. The pro forma group profit and loss account therefare presents the
Mitchells & Butlers group’s results for the 52 weeks ended 27 September 2003 on the basis that the post separation financing
and taxation structure had been in place since 1 Gctober 2002. The pro forma group profit and loss account also excludes
excepticnal items, as set out in note 8 to these financial statements, for ali periods presented. Pro forma earnings per share
have been calculated by dividing the pro forma profit for the financial year of £124m (2003 £135m) by 559m (2003 735m),
being the weighted average number of ordinary shares, excluding own shares, in issue during the year.

The Mitchells & Butlers pro forma group profit and foss account does not constitute a statutory profit and less account within
the meaning of Section 240 of the Companies Act 1985 and is unaudited. The audited statutory financial statements of the
Mitchells & Butlers group for the 52 weeks ended 25 September 2004 are shown on pages 26 tc 54,

Directors’ responsibilities in relation to the financial statements

The following statement, which should be read in conjuncticn
with the report of the independent auditors set out on page 22,
is made with a view to distinguishing for shareholders the
respective responsibilities of the Directars and of the auditors
in relation to the financial statements.

The Directors are required by the Companies Act 1985 to
prepare financial statements for each financial year, which
give a true and fair view of the state of affairs of the Company
and the Group as at the end of the financial year and of the
profit or loss for the financial year.

Following discussions with the auditors, the Directors consider
that in preparing the financial statements on pages 26 to 54
inclusive, the Company has used appropriate accounting

policies, applied in a consistent manner and supported by
reasonable and prudent judgements and estimates, and that
all applicable accounting standards have been followed.

The Directors have responsibility for ensuring that the Company
keeps accounting records which disclose with reasonable
accuracy the financial paosition of the Company and which
enable them to ensure that the financial statements comply
with the Companies Act 1985.

The Directors have general responsibility for taking such
steps as are reasonably cpen to them to safeguard the
assets of the Company and to prevent and detect fraud
and other irregularities.
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Report of the independent auditors

Auditors’ report to the shareholders

of Mitchells & Butlers plc

We have audited the Group's financial statements for the
52 weeks ended 25 September 2004 which comprise the
Group profit and loss account, Statement of total recognised
group gains and losses, Note of historical cost group profits
and losses, Reconciliation of movement in group shareholders’
funds, Greup balance sheet, Company balance shest,
Group cash flow statement and the related notes 1 to 33.
These financial statements have been prepared on the basis
of the accounting policies set cut therein, We have aiso audited
the informaticn in the Directors’ Remuneration Report that

is described zs having been audited.

This report is made solely to the Company’s members,

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

Respective responsibilities of Directors and auditors

The Directers are solely responsible for preparing the Annual
Report, including the financial statements which are required
to be prepared in accordance with applicable United Kingdom
law and accounting standards as set out in the statement of
Directors’ responsibilities in relation to the financial statements.

Our responsibility is to audit the financial statements and the
part of the Directors’ Remuneration Report to be audited in
accerdance with relevant legal and regulatory requirements,
United Kingdom Auditing Standards and the Listing Rules

of the Financial Services Authority.

We report {o you our opinicn as to whether the financial
statements give a true and fair view and whether the
financiai statements and the part of the Directors’
Remuneration Report to be audited have been properly
prepared in accordance with the Companies Act 1985.
We also report to you if, in our opinion, the Directors’
Report is not cansistent with the financial statements,

if the Company has not kept proper accounting records,
if we have not received all the information and explanations
we require for our audit, or if the information specified by
law or the Listing Rules regarding Directors’ remuneration
and transactions with the Group is not disclosed.

We review whether the Corporate Governance statement
reflects the Company’s compliance with the seven provisions
of the Combinecd Code specified for our review by the Listing
Rules, and we report if it does not.
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We are not required to consider whether the Board’s
staterments on internal control cover all risks and controls,
or form an opinion on the effectiveness of the Group’s
corporate governance procedures or its risk and
contrel procedures.

We read the cother information contained in the Annual
Repert and consider whether it is consistent with the audited
financial statemants. This cther information comprises the
Operating and Financial Review, Directors’ Report, unaudited
part of the Directors’ Remuneration Report, Corporate
Governance statement, Audit Committee Report and the
Four Year Review. We consider the implications for our
report if we become aware of any apparent misstatements
or material inconsistencies with the financial statements.
Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom
Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on & test basis, of evidence
refevant to the amounts and disclosures in the financial
statements and the part of the Directors’ Remuneration
Report to be audited. It also includes an assessment

of the significant estimates and judgements made by the
Directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate
to the Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed cur audit so as tc 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 Cirectors’ Remuneration Report to be
audited are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation
of information in the financial statements and the part of
the Directors’ Remuneration Report to be audited.

Opinion

tn our opinion the financial statements give a true and fair
view of the state of affairs of the Company and of the Group
as at 25 September 2004 and of the profit of the Group for the
52 weeks then ended, and the financial statements and the
part of the Directors’ Remuneration Report to be audited have
been properly prepared in accerdance with the Companies

Act 1985,
b LLP

4. (4 LN
Ernst & Young LLP, Registered Auditor, London
30 November 2004
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Group profit and loss account

for the 52 weeks ended 25 September 2004

2004 2003 restated™
Before Exceptional Before  Exceptional
exceptional items exceptional items

items  (see note 8} Total items  (see note B} Total

notes £m £m £m £m £m £m

Turnover 3 1,560 - 1,560 1,504 - 1,504
Costs and overheads, less other income 4 (1,275) (2) {1,277} (1,229} (%) (1,234)
Operating profit 3 285 {2) 283 275 (5} 270
Profit on disposal of fixed assets 8 - 2 2 - - -
Separation costs 8 - - - - (42) (42}

Profit on ordinary activities before interest 285 - 285 275 (47) 228
Net interest payable and similar charges 9 (101) (2) (103) (55) (8) {€3)
Profit on ordinary activities before taxation 184 (2) 182 220 (55) 165
Tax on profit on ordinary activities 10 {60) 3 {57) {71) 31 (40)
Earnings available for shareholders 124 1 125 149 (24) 125
Dividends on equity shares 11 (550} - (550] (29} - (29)

Retained (loss)/profit for the financial year (426) 1 {425} 120 (24) 96

Earnings per ordinary share: 12

Basic - - 22.4p - - 17.0p
Diluted - - 22.2p - - i7.0p

Adjusted 22.2p - - 20.3p - -

*Restated on the adoption of the Amendment to FRS 5 {see note 1).

All activities relate to continuing operations,

The notes on pages 30 to 54 form an integral part of these financial statements.
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Statement of total recognised group gains and losses

for the 52 weeks ended 25 September 2004

2004 2003
£m £m
Earnings available for shareholders 125 125
Exchange differences arising on foreign currency net investments (1) 7
Total recognised gains for the year 124 132
Note of historical cost group profits and losses
for the 52 weeks ended 25 September 2004
2004 2003
£m £m
Reported profit on crdinary activities before taxation 182 165
Realisation of revaluation gains of previous periods 2 1
Historical cost profit on ordinary activities before taxation 184 166
Historical cost (loss)/profit retained for the financial year (423) 97
T . ’
Reconciliation of movement in group shareholders’ funds
for the 52 weeks ended 25 September 2004
2004 2003
£m £m
Total recognised gains for the year 124 132
Dividends (550) (29)
Issue of ordinary shares 8 4
Purchase of own shares by employee share trusts (12) -
Proceeds on release of own shares by employee share trusts 1 -
Credit in respect of employee share schemes 7 -
Funding with Six Continents group - 184
Arising from separation transaction - (702}
Net decrease in shareholders’ funds (422) (411)
Opening sharehclders’ funds 2,064 2,475
Closing shareholders’ funds 1,642 2,064

The notes on pages 30 to 54 form an integral part of these financial statements.
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Balance sheets

25 September 2004
Group Company
2004 2003 2004 2003
notes £m £m £m £m
Fixed assets
Intangible assets 13 10 11 - -
Tangible assets 14 3,509 3,022 - -
Investments 15 - - 1,740 1,743
3,519 3,633 1,740 1,743
Current assets
Stocks 16 43 43 - -
Debtors 17 222 197 280 597
Amounts falling due within one year 82 88 140 597
Amounts falling due after more than one year 140 109 140 -
Investments 144 3 77 1
Cash at bank and in hand 81 4 66 -
490 247 423 598
Creditors: amounts falling due within one year 18 (326) {508) (1,596) {358)
Net current assets/(liabilities) 164 {261) (1,173) 240
Total assets less current liahilities 3,683 3,272 567 1,983
Creditors: amounts falling due after more than one year 19 (1,822) (1,001) - (1,000)
Provisions for liabilities and charges (219) (207) (34) -
Deferred taxation 22 (217) {203) (34) -
Other provisions for fiabilities and charges 23 (2) {4) - —
Net assets 1,642 2,064 533 883
Capital and reserves
Called up share capital 24, 26 37 37 37 37
Share premium account 26 12 4 12 4
Revaluation reserve 26 339 341 - -
Cther reserve 26 - - 45 -
Profit and loss account reserve 26 1,254 1,682 439 942
Equity shareholders’ funds 1,642 2,064 533 933

Signed on behalf of the Board, Tim Clarke, Karim Naffah

30 November 2004

The notes an pages 30 to 54 form an intpgral part of these financial statements.
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Group cash flow statement

for the 52 weeks ended 25 September 2004

2004 2003
notes £m £m
Net cash inflow from operating activities
Before separation costs 379 342
Separation costs paid (1) (36)
27 378 306
Returns on investments and servicing of finance
Interest paid (107) (51)
Issue costs paid in respect of securitised debt (22) (1}
Facility fees paid - (15)
Interest received 9 2
(120) (65}
Taxation
UK corporation tax paid (34) (44}
Capital expenditure
Purchase of tangible fixed assets {150) {151}
Sale of tangible fixed assets 51 48
(99) (103}
Equity dividends paid
Final dividend for 2002/C3 (29) -
Normal interim dividend for 2003/04 (15) -
Special interim dividend for 2003/04 (501) -
(545) -
Net cash {outflow)/inflow before management of liquid resources and financing (420) 84
Management of liquid resources
Increase in short-term deposits and investments (141) (1)
Financing
Issue of ardinary share capital 8 4
Purchase of own shares by employee share trusts (12) -
Proceeds on release cf shares by employee share trusts 1 -
Proceeds from issue of securitised debt 1,900 -
Repayments of principal in respect of securitised debt (28} -
Borrowings drawn down under syndicated loan facility 25 1,350
Borrowings repaid in respect of syndicated loan facility (1,243) (132)
Repayment of amounts due to Six Continents group - {831)
Net funding flows with Six Continents group - 193
Cash payment to former Six Continents PLC shareholders - {702}
651 {118)
Increase/{decrease) in cash and overdrafis 29 a0 {25)

The notes on pages 30 to 54 form an integral part of these financial statements.
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Notes to the financial statements

1. Accounting policies

Basis of accounting

The financial statements have been prepared under the
historical cost convention, as modified by the revaluation
of certain tangible fixed assets. They comply with applicable
accounting standards in the United Kingdom, including
the Amendment to FRS 5 ‘Reporting the substance of
transactions: Revenue recognition’ [Application Note Gl
and UITF 38 ‘Accounting for ESOP Trusts', both of which
apply for the first time this year.

Amendment to FR3 5 'Reporting the substance of
transactions: Revenue recognition’ [Application Note G)
Application Note G has required the Group to change its
accounting policy in respect of turnover so that it is now
recorded net of coupons and staff discounts. Previously,
coupons and staff discounts were treated as other external
charges. Prior year comparatives have been restated
accordingly. The effect has been to decrease the Group's
reported turncver and other external charges for the

52 weeks ended 25 September 2004 by £12m {2003 £9rn)
with no impact on reportaed profits.

UITF 38 'Accounting for ESOP Trusts’

UITF 38 requires an entity's own shares held in employee
share trusts to be deducted from shareholders’ funds rather
than being shown as an asset. The implementation of UITF 38
has resulted in own shares of £11m being deducted from
shareholders’ funds at 25 September 2004 with no restatement
of prior year comparatives.

Basis of consolidation

The Group's financial statements include the results of
Mitchells & Butlers plc and all of its subsidiaries for the 52
week pericd ended 25 September 2004, The comparative
period is far the 52 week period ended 27 September 2003.
The respective balance sheets have been drawn up to
25 September 2004 and 27 September 2003.

Merger accounting

Mitchells & Butlers pic was incorporated on 2 October 2002,
On 15 April 2003, its ordinary shares were listed on the
London Stock Exchange following the separation of the
Group's leisure retailing activities from Six Continents PLC.
In order fc present the results of the Group on a meaningful
basis, the financial statements for the 52 weeks ended
27 September 2003 were prepared under merger accounting
principles to include the results and cash flows of those
companies that comprised the Mitchells & Butlers group
following separation as if the Group had been in existence
since 1 October 2001.

Fixed assets and depreciation

Goodwill

Any excess of purchase consideration for an acquired business
over the fair value attributed to its separately identifiable asseis
and liabilities represents goodwill. Goodwill is capitalised

as an infangible asset. Goodwill arising on acquisitions pricr to
30 September 1998 was eliminalted against reserves. Goodwill
denominated in foreign currencies is translated into sterling at
each balance sheet dafe and any movements are accounted for
as set out under ‘foreign currencies’. On disposal of a business,
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any goodwill relating to the business and previously eliminated
against reserves is taken into account in determining the profit
or loss on disposal.

Tangible assets

Properties are stated at cost, or valuation, less depreciation.
All other fixed assets are stated at cost less depreciation.
When implementing FRS 15 ‘Tangible Fixed Assets’ in the
year to 30 September 2000, the Group did not adopt a policy
of revaluing properties. The transitional rules of FRS 15 were
applied so that the carrying values of properties include an
element resuiting from previous valuaticns.

Revaluation

Surpluses or deficits arising from previous professional
valuations of properties, realised on the disposal of an asset,
are transferred from the revaluation reserve to the profit and
loss account resaerve.

Impairment

Any impairment arising on an income-generating unit,
other than an impairment which represents a consumption
of economic benefits, is eliminated against any specific
revaluation reserve relating to the impaired asset in that
income-generating unit with any excess being charged
to the profit and loss account.

Depreciation and amortisation
Goodwill is amortised aver its estimated useful life, generaily
20 years.

Freehold land is not depreciated.

Freehald and long leasehold properties are depreciated over
50 years from the date of acquisition to their estimated
residual value. Leasehold properties are depreciated over
the unexpired term of the lease when less than 50 years.

The cost of plant, machinery, fixtures, fittings, tools and
equipment is spread by equal instalments over the estimated
useful lives of the relevant assets, namely:

Equipment in retail outlets 3-25 years
Information technology equipment  3-7 years
Vehicles 4-5 years
Plant and machinery 4-20 years

All depreciation and amortisation is charged on a straight
line basis.

Fixed asset investments

The Company's investments in group undertakings are held
at cost less provision for permanent diminution in value.
Investments in overseas undertakings are denominated in
foreign currencigs and exchange differences arising on their
retranslation are taken directly tc reserves along with any
exchange arising on foreign currency borrewings hedging
those investments,

Deferred taxation

Deferred tax assets and liabilities are recognised, subject to
certain exceptions, in respect of all material timing differences
between the recognition of gains and losses in the financial
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1. Accounting policies continued

statements and for tax purposes. Those timing differences
recognised include accelerated capital allowances and short-
term timing differences. Timing differences not recognised
include those relating to the revaluation of fixed assets in the
absence of a commitment to sell the assets, the gain on sale
of assets rolled into replacement assets and the distribution
of profits from overseas companies in the absence of any
commitment by the company to make the distribution.

Deferred tax assets are recognised to the extent that it is
regarded as more iikely than not that they will be recovered.

Deferred tax is calcutated on a non-discounted basis at the
tax rates that are expected to apply in the periods in which
timing differences reverse, based on tax rates and laws

enacted or substantively enacted at the balance sheet date.

Turnover

Turnover represents sales (excluding VAT and similar taxes,
coupons and staff discounts) of goods and services provided
in the normal course of business.

Turnover primarily comprises food and beverage sales which
are normally recognised and settled at the time of sale.

Leases

Operating lease rentals are charged to the profit and
loss account on a straight line basis over the term
of the lease.

Pensions

The Group has continued to account for pensions in
accordance with SSAP 24 ‘Accounting for pension costs'.
in respect of the Group’s defined benefit arrangements,
the regular cost of providing pensions to current employeas
is charged to the profit and loss account over the average
expected service life of those employees. Variations in regular
pension costs are amortised over the average expected future
service life of current employees on a straight line basis.
Accumulated differences between the amount charged to
the profit and loss account and the payments made to the
pension plans are treated as either prepayments or creditors
in the balance sheet. In respect of the Group’s defined
contribution arrangements, the charge against profits is
equal to the amount of contributions payable. The additional
disclosures required by the transitional arrangements

of FRS 17 ‘Retirement Benefits' are given in note 7 to the
accounts. With effect from 26 September 2004, the Group
intends to adopt FRS 17 in full.

Stocks
Stocks are stated at the lawer of cost and net realisable value.

Foreign currencies

Transactions in foreign currencies are recorded at the exchange
rates ruling on the dates of the transactions, adjusted for the
effects of any hedging arrangements. Monetary assets and
liabilities denominated in foreign currencies are translated into
sterling at the relevant rates of exchange ruling at the balance
sheet date or, where appropriate, the rates of exchange fixed
under the terms of the relevant transactions.
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The results of overseas cperations are transiated into sterling at
weighted average rates of exchange for the period. Exchange
differences arising from the retranslation of opening net assets
denominated in foreign currencies and forelgn currency
borrowings used to hedge those assets are taken directly to
reserves. All other exchange differences are taken to the profit
and loss account.

Debt instruments and derivatives

Debt instruments, such as secured loan notes, are stated
initially at the amount of the proceeds, net of issue costs.
Finance costs, which are the difference between the net
praoceeds and the total amount of payments to be made in
respect of the instruments, are ailocated to periods over the
term of the debt at a constant rate on the carrying amount,
The amount is increased by the finance cost in respect of
the reporting period and reduced by payments made in
respect of the debt in that pericd.

Amounts payable and receivable in respect of derivative
financial instruments that hedge the interest rate exposures
attached to the debt are accountaed for on an accruals basis
and treated as part of the finance cost.

Share based compensation

The cost of share awards, being the difference between the
market value of the shares on the date of grant of the award
and the amount of consideration the participants may be
requited 1o pay for the shares, is charged to the profit and
loss account over the performance period attached to the
award. As permitted by UITF 17 ‘Employee Share Schemes’,
no charge is made in respect of the Company’s Sharesave
plan. The credit entry for the charge te the profit and

loss account is reported in the reconciliation of movement

in shareholders' funds.

Own shares held by the Company's employee share trusts for
the purpase of fulfilling obligations in respect of the Group's
employee share pians are deducted from shareholders' funds
in the Group and Company balance sheets.

Exceptional items

Exceptional items are those which fall within the ordinary
activities of the Group and which need to be disclosed by
virtue of their size or incidence. Such items are included within
operating profit, or interest payable, unless they represent profits
or losses on the sale or termination of an operation, costs of a
fundamental rearganisation or restructuring {separation costs)
or profits or losses on the disposal of fixed assets, other than
marginal adjustments to depreciation previously charged.
In these cases, disclosure is made on the face of the profit
and loss account after operating profit. Exceptional items and
the tax thereon are excluded from the calculation of adjusted
earnings per share.

Use of estimates

The preparation of financial statements requires management
to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes.
Actual resuits can differ from those estimates. Estimates are
used when accounting for items such as depreciation and
amortisation, asset impairments and pensions.
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Notes to the financial statements continued

2. Exchange rates

The results of overseas operations have been translated into sterling at weighted average rates of exchange for the year
of £1 = €1.48 (2003 £1 = €1.48) and eur¢ denominated assets and liabilities have been translated into sterling at the rate

of exchange at the balance sheet date of £1 = €1.47 (2003 £1 = €1.44).

3. Segmental analysis

The Group has two main retail cperating segments: Pubs & Bars, focusing on drink and entertainment-led sites, and Restaurants,
focusing on food and accommodation-led sites. The other Group activity is property development which is undertaken by Standard
Commercial Property Developments ("SCPD'). Substantially all of the Group's business is conducted in the United Kingdom.

Turnover Profit Net operating assets
2004 2003 2004 2003 2004 2003
restated*
£m £m £EM £m £Em £m
Pubs & Bars 913 873 180 177 2,106 2,141
Restaurants 641 614 104 96 1,320 1,314
Retail 1,554 1,487 284 273 3,426 3,455
SCPD 6 17 1 2 19 25
1,560 1,504 285 275 3,445 3,480
Exceptional items {2) {565)
Net interest payable (excluding exceptional interest charge) (101) (65)
Profit before taxation 182 165

*Restated on the adoption of the Amendment to FRS 5 (see note 1).

Included within exceptional ifems (see note 8) is a profit on the disposal of fixed assets of £2m (2003 £nil} all of which relates
to Pubs & Bars. Due to the nature of the other exceptional items, it is not possible to provide a meaningful allocation of the costs

ta the operating segments.

2004 2003
£m £m
Net operating assets reconciliation
Net assets 1,642 2,064
Net debt 1,632 1,228
Corporate taxation 59 50
Deferred taxation 217 203
Pension prepayment (140) (98)
Proposed dividend 34 29
Balances relating 1o exceptional items 1 a4
3,445 3,480
4. Costs and overheads, less other income
2004 2003
restated*
£m £m
Raw materials and consumables 406 385
Changes in stocks of finished goods and work in progress - 6
Staff costs (see note 6) 402 385
Depreciation of tangible fixed assets 107 98
Amoaortisation of gocdwill 1 1
Hire of ptant and machinery 31 31
Property rentals 45 45
Other external charges 285 283
1,277 1,234

*Restated on the adoption of the Amendment to FRS 5 (see note 1).

Operating exceptional costs of £2m (2003 £5m} are included in 'Other external charges'.
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5. Auditors’ remuneration

Auditors’ remuneration paid to Ernst & Young LLP was:

2004 2003

£m £m

Audit fees 0.4 04
Audit related fees — securitisation 0.2 0.1
- separation and bid defence - 34

Tax services - 0.1
0.6 40

Substantially all remuneration was paid in the UK. The fees paid in respect of the securitisation have been accounted for
as issue costs of the secured loan notes described in note 20. The separation and bid defence costs were recharged from
Six Continents PLC during 2003 and charged to exceptional items (see note 8).

6. Employees and directors

2004 2003
£m £m
Costs

Wages and salaries 370 353
Social security costs 29 27
Pensions (note 7) 3 5
402 385
Number Number

Average number of employees, including part-time employees
Retail 37,200 37,549
SCPD 7 7

37,207 37,556

Detailed information regarding Directors’ emoluments, pensions, long-term incentive schame entitlements and their interests in
shares, is given in the Remuneration Report on pages 14 to 23.

7. Pensions

Retirement and death benefits are provided for eligible employees in the United Kingdom principally by the Mitchells & Butlers
Pension Ptan {(‘MABPP’) and the Mitchells & Butlers Executive Pension Plan (‘MABEPF'). The defined benefit sections of the
plans closed to new entrants during 2002 with new members provided with defined contributicn arrangements. The assets
of the plans are held in self-administerad trust funds separate from the Company's assets.

On 1 April 2003, Mitchells & Butlers Refail Limited became the sponsoring employer for the former Six Continents Pension Plan
and Six Continents Executive Pension Plan, after the transfer of obligations and related assets to newly created InterContinental
Hotels Group pensicn schemes. The Six Continents Pension Plan and Six Continents Executive Pension Plan were subsequently
renamed the Mitchells & Butlers Pension Plan and Mitchells & Butters Executive Pension Plan respectively. Under the principles
of merger accounting, the Mitchells & Butlers element of the Six Continents PLC pension plans is reflected in these financial
statements for the periods prior to 1 April 2003.

On 6 November 2003, Mitchells & Butlers ple became the sponsoring employer of the pension plans resulting in the recognition
of the Group's SSAP 24 prepayment and related reserve {see note 26) in the Company.

In the 52 weeks ended 25 September 2004, the Group made regular contributions to the pension plans of £4m and additional
contributions of £40m. [n 2003, the regular contributions were £10m, including £5m prapaid for the 52 weeks ended

25 September 2004, and additional contributions of £27m were paid. Proposed employar contribution rates to the defined benefit
arrangements for 2004/05 are 16.5% for the MABPP and 34.0% for the MABEPP. It has also been agreed that further additional
contributions of £40m will be paid over the next three years, in addition to the remaining £20m under the agreement reached
at the time of the securitisation. £10m was paid on 15 October 2004 with a further payment of £20m planned for later in 2004/05.
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Notes to the financial statements continued

7. Pensions continued

The Group has continued to account for pensions in accordance with SSAP 24 and provide the transitional disclosures required
by FRS 17 in the notes to the financial statements. With effect from 26 Sepiember 2004, the Group intends to adept FRS 17 in full.

SSAP 24
The profit and loss account charge is analysed as follows:
2004 2003
£m £m
Regular cost 11 12
Variations from regular cost (3) (3)
Noticnal interest on prepayment (6) {4)
Cost of defined benefit arrangements 2 5
Cost of defined contribution arrangements 1 -
3 5

Pension costs are assessed in accordance with the advice of independent qualified actuaries using the proiected unit method.
They reflect the 31 March 2002 actuarial valuations of the Six Continents PLC pension plans. The significant assumptions in
these valuations were that wages and salaries increase on average by 4% per annum, the long-term return on assets is 6.3%
per annum, and pensions increase by 2.5% per annum. The average expected remaining service life of current employees is
13 years. At 31 March 2002, the market value of the combined assets of the Six Continents PLC pension plans was £1,187m
and the value of the assets was sufficient to cover 100% of the benefits that had accrued to members after allowing for expected
increases in earnings. Actuarial valuations as at 31 March 2004 are in the process of being finafised. Initial results reveal that
experience has been adverse since 2002 and that the pension plans were in deficit by £167m at 31 March 2004,

FRS 17 disclosures

The valuations used for FRS 17 disclosures are based on the initial results of the full actuarial valuations carried out at

31 March 2004 updated by independent qualified actuaries to 25 September 2004, Scheme assets are stated at market value at
25 September 2004 and the liabilities of the schemes have been assessed as at the same date using the projected unit method.
As the defined benefit sections of the pension plans are now closed to new members, the current service cost as calculated
under the projected unit method will increase as members approach retirement.

The principal assumptions used by the actuaries to determine the liabilities at the balance sheet date on an FRS 17 basis were:

2004 2003 2002
Wages and salaries increases 4.3% 4.2% 3.8%
Pensions increases 2.8% 2.7% 2.3%
Discount rate 5.5% 53% 55%
Inflation rate 2.8% 2.7% 2.3%

The combined assets of the MABPP and MABEPP and the expected rates of return at the balance sheet date were:

2004 2003 2002

Long-term Long-term Long-term

rates rates rates

of return of return of return
expected Value expected Value expected Value
% £m % £m % £m
Equities 8.0 460 8.0 386 8.0 364
Bonds 4.9 373 49 355 a7 285
Property 8.0 82 8.0 74 8.0 66
Total market value of assets 915 825 715
Present value of scheme liabilities (1,088) (1,068) (913}
Deficit in the schemes (173) {243) (198)
Related deferred tax asset 59 73 59
Net pension liability (114) (170} (139)
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7. Pensions continued

2004 2003
Movement in the deficit: £m £m
At 28 September 2003 (243) (198)
Current service cost (14) (13)
Past service cost - (1)
Confributions 44 49
Finance income/(charge) 1 (2)
Actuarial gain/(loss) 39 (71)
At 25 September 2004 (173} (243)

f FRS 17 had been recognised in the financial statements, the effect in respect of the defined benefit arrangements would have

been as follows:

2004 2003
Operating profit charge: £m £m
Current service cost 14 13
Past service cost - 1
14 14
2004 2003
Finance income/(charge): £m £m
Expected return on pensian scheme assets 57 48
Interest cn pension scheme lizbilities (56} (50
1 (2)
2004 2003
Actuarial gain/(loss) recognised in the Statement of Total Recognised Group Gains and Losses (STRGL): £m £m
Actual return less expected return on pension scheme assets 27 39
Experience gains and losses arising on the scheme liabilities 20 (11)
Changes in assumptions underlying the present value of the scheme lizhilities (8) {99)
39 (71)
History of experience gains and losses: 2004 2003 2002
Difference between the expected and actual return on scheme assets
Amount (Em} 27 39 (124)
Percentage of scheme assats 3% 5% (17)%
Experience gains and losses on scheme liabilities
Amount {Em} 20 (11} (23}
Percentage of the present value of the scheme liabilities 2% (1% (3)%
Total amount recognised in the STRGL
Amount {Em} 39 (71) (228)
Percentage of the present value of the scheme liabilities 4% (7)% (25)%
2004 2003
Profit and Profit and
Net loss account Net loss account
assets reserve assets reserve
Net assets and reserves reconciliation: £m £m £m £m
As reported 1,642 1,254 2,064 1,682
Less: FRS 17 net pension liability (114} (114} {170} (170}
SSAP 24 pension prepayment (net of deferred tax) {105) {105) (69) (£9)
Restated for FRS 17 1,423 1,035 1,825 1,443
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Notes to the financial statements continued

8. Exceptional items

2004 2003
notes £m £m
Operating exceptional items
Securitisation costs a (2) {4
Abortive acquisition costs b - {1)
Total operating exceptional ifems {2} (5)
Non-operating exceptional items
Profit on disposal of fixed assets 2 -
Separation costs < - (42}
Total non-operating exceptional items 2 (42)
Exceptional interest charge d (2) (8)
Total exceptional items before tax (2} (55)
Tax credit on above items 3 9
Exceptional tax credit e - 22
Total exceptional iterms after tax 1 (24}

a Securitisation costs relate to operating expenses incurred in relation to the securitisation of the Group’s UK pubs and

restaurants business (see note 20},

b Abortive acquisition costs were incurred in respect of the Scottish & Newcastle retail business.

¢ Separation costs related to the costs of separating the Group's operaticns from the hotels and soft drinks businesses

of Six Continents PLC. The cost includes external advisers' fees, bid defence costs and various other costs directly related

to the separation.

d The excepticnal interest charge arises from the acceleration of facility fee amartisation in respect of the borrowing facilities

which were repaid cn securitisation.

e The exceptional tax credit arose in respect of group relief received from the Six Continents group.

All exceptional items relate to continuing operations.

Total exceptional itemns after tax are excluded from the calculation of adjusted earnings per share (see note 12).

9. Net interest payable and similar charges

2004 2003
Before  Exceptional Before Exceptional
exceptional items exceptional items
items (see note 8) Total items {see note 8) Totat
£m £m £m £m £m £m
Interest payable and similar charges
Securitised debt 100 - 100 - - -
Bank overdrafts and loans 10 2 12 33 8 41
Six Continents group - - - 24 - 24
110 2 112 57 8 65
Interest receivable (9) - (9) (2) - (2}
Net interest payable and similar charges 101 2 103 55 8 63

interest receivable includes £nif (2003 £1m} from the Six Continents group.
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10. Tax on profit on ordinary activities

2004 2003
Before  Exceptional Before Exceptional
exceptional items exceptional items
items  (see note 8) Total items  (see note 8) Total
£m £m £m £m £m £m
Tax charge
LK corporation tax at 30% {2003 30%)
Current year 45 - 45 60 (24) 36
Prior years (2) - (2) - - -
Total current tax 43 - 43 60 (24} 36
Deferred tax
Qrigination and reversal of timing differences 18 3) 15 10 (7) 3
Prior years (1) - {1) 1 - 1
Total deferred tax 17 (3) 14 11 (7 4
Tax on profit on ordinary activities 60 (3} 57 71 (31} 40
Further analysed as tax relating to:
Profit before exceptional items 60 - 60 71 - 71
Exceptional items (see note 8): Operating - - - - (1) (1)
Non-operating - 2) 2 - (5} {6)
Interest - n 1) - (2) (2)
Tay. credit - - - - (22) (22)
60 (3) 57 71 (31} 40
2004 2003
Tax reconciliation % %
UK corporation tax at standard rate 30.0 30.0
Permanent differences 3.7 1.2
Capital allowances in excess of depreciation (6.9) (4.7)
Other timing differences (3.1) 0.6
Overseas losses not utilised 0.3 (0.6)
Adjustment to tax charge in respect of prior years (0.9) -
Exceptional itemns 0.5 (4.7}
Effective current tax rate 23.6 21.8
Effective current tax rate before exceptional items 234 27.3

Factors which may affect future tax charges

The key factors which may affect future tax charges include continuing capital expenditure, the availability of accelerated tax

depreciation and changes in tax legislation.
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Notes to the financial statements continued

11. Dividends
2004 2003
£m £m
Special interim dividend for 2003/04 (68p per 5p ordinary share) 501 -
Normal interim dividend for 2003/04 (2.85p per 7%:p ordinary share) 15 -
Proposed final dividend for 2003/04 (6.65p per 7#:p ordinary share) 34 -
Final dividend for 2002/03 (5.65p per 7¥:p ordinary share} - 29
550 29

A special interim dividend for the 52 weeks ended 25 September 2004 of 68p per 5p crdinary share was paid to shareholders

on 8 December 2003 at a total cost of £801m. In connection with the special dividend, a share consoiidation was approved by
shareholders at an Extracrdinary General Meeting held on 1 December 2003 and then implemented on 2 Decernber 2003, The
share consolidation resulted in the issue of 12 new ordinary shares of 7¥.p each for every 17 existing ordinary shares of 5p each.

The proposed finat dividend, if approved by shareholders at the fortncorming AGM, will be paid on 31 January 2005 to sharehoiders
registered on 10 December 2004.

12. Earnings per share

Basic earnings per share have been calculated by dividing the earnings available for shareholdars of £125m (2003 £125m)
by 559m (2003 735m), being the weighted average number of ordinary shares, excluding own shares, in issue during the year.

Diluted earnings per share have been calculated by adjusting basic earnings per share to reflect the notional exercise of the
weighted average number of dilutive ordinary share options outstanding under the Group’s share opticn schemes. The resulting
weighted average number of ordinary shares is 563m (2003 736m).

In arriving at the weighted average number of shares for the comparative period, it has been assumed that the ordinary shares
of Mitchells & Butlers pl¢ in issue on 15 April 2003 following separation from Six Continents of 734m was the number of shares
in issue prior to separation.

As explained in note 11, in December 2003 the Company combined the payment of a special dividend of 68p per Hp ordinary
share with a consolidation of its share capital. These transactions were designed to have the same overall commercial effect,
in terms of net assets, earnings and number of shares, as a buy back of shares at fair value. Accordingly, earnings per share
for prior pericds have not been restated.

Adjusted earnings per ordinary share are calculated as follows:

2004 2003

pence pence

per ordinary  per ordinary

notes share share

Basic earnings 22.4 17.0
Exceptional items, less tax thereon 8,10 (0.2) 3.3
Adjusted earnings 22.2 20.3

Adjusted earnings per share are disclosed in order to show performance for the 52 weeks ended 25 September 2004
undistorted by exceptional items and thereby give shareholders a clearer understanding of the trading performance of the
Group. However, due to the significant changes made to the financing structure of the Group on separation from Six Cantinents
on 15 April 2003, adjusted earnings per share above does not give a true indication of the underlying perfermance of the
Group in the comparative period. Pro forma earnings per share, which adjusts for the changes in financing structure in the
comparative period, is therefore presented on page 24 of the Annual Report and Financial Statements.
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13. Intangible fixed assets

Goodwill
Group £m
Cost
At 28 September 2003 and 25 September 2004 15
Amortisation
At 28 September 2003 4
Provided during the year 1
At 25 September 2004 5
Net book value
At 25 September 2004 10
At 27 September 2003 11
Goodwill is being amortised aver its useful economic life, which is considered to be a 20 year period.
14. Tangible fixed assets

Fixtures,
Land and fittings and
buildings  equipment Total

Group £m £m £m
Cost or valuation
At 28 September 2003 2814 933 3,747
Additions 67 83 150
Disposals (37) (700 (107)
Exchange - (1) (1)
At 25 September 2004 2,844 945 3,789
Depreciation
At 28 September 2003 54 171 225
Provided during the year 17 90 107
Disposals (3 (49) (52)
At 25 September 2004 68 212 280
Net book value
At 25 September 2004 2,776 733 3,509
At 27 September 2003 2,760 762 3,522
Properties

Properties comprising land, buildings and certain fixtures, fittings and equipment, are included above at cost or valuation, less
depreciation as required. The transitional rules of FRS 15 have been followed, permitting the carryving value of properties as at
1 Cctober 1999 to be retained.

In 1996, a group restructuring by Six Continents resulted in the transfer at book value of certain fixed assets to a subsidiary that
subsequently became part of the Mitchells & Butlers group. The book value included the effect of revaluations undertaken prior
to 1996. Accordingly, the carrying value of the Group's fixed assets reflects those revaluations in its histaric cost, which at
25 September 2004 amounted to £392m (2003 £400m). In addition, the carrying value of the Group's fixed assets reflects
the 1999 revaluation {see below)} which at 25 September 2004 amounted to £339m (2003 £341m).

The most recent valuation of properties reflected in the carrying value of fixed assets was undertaken in 1999 and covered zll
properties then owned by the Group other than leasehold properties having an unexpired term of 50 years or less. This valuation
was undertaken by external chartered surveyors, Chesterton ple, internationally recognised valuers, in accordance with the
Appraisal and Valuation Manual of the Royal Instituticn of Chartered Surveyors. The basis of valuation was predeminantly existing
use value and had regard to trading potential.
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Notes to the financial statements continued

14. Tangible fixed assets continued

Historical cost

The comparable amounts under the historical cost convention for properties would be:

2004 2003
£m £m
Cost 2,424 2,389
Depreciation (76) (62)
Net bcok value 2,348 2,327
Net book value
The split of the net book value of land and buildings is as follows:
2004
Cost or Net
valuation Depreciation  book value 2003
£m £m £m £m
Freehold 2,558 (28) 2,530 2,502
Leasehold: unexpirad term of more than 50 years 105 (3} 102 101
unexpired term of 50 years or less 181 (37) 144 157
2,844 (68) 2,776 2,760
Cost or valuation of land and buildings:
1999 valuation 1,413
Cost 1,431
2,844
15. Fixed asset investments
Shares in
group
undertakings
Company £m
Cost
Af 28 September 2003 1,746
Exchange (1)
At 25 September 2004 1,745
Provision for diminution in value
At 28 September 2003 3
Provided during year 2
At 25 September 2004
Net book value
At 25 September 2004 1,740
At 27 September 2003 1,743
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15. Fixed asset investments continued

Mitcheils & Butlers plc is the beneficial owner of all of the equity share capital, either itself or through subsidiary undertakings,

of the following principal operating companies:

Name of subsidiary

Mitchells & Butlers Retail Ltd
Mitchells & Builers Retail (No. 2} Ltd
Mitchells & Butlers (Property) Ltd
Mitchells & Butlers Leisure Retail Ltd
Mitchells & Butlers Finance pic
Mitchells & Butlers Germany GmbH*

Standard Commercial Property Developments Lid*

*Shares held directly by Mitchells & Butlers plc.

Country of registration
Engtand and Wales
England and Wales
England and Wales
England and Wales
England and Wales
Germany

England and Wales

Country of operation

United Kingdom
United Kingdam
United Kingdom
United Kingdom
United Kingdom
Germany

United Kingdom

Nature of business
Leisure retailing
Leisure retailing
Property management
Service company
Finance company
Leisure retailing
Property development

A full list of subsidiary undertakings will be annexed to the next annual return of Mitchells & Butlers plc to be filed with the

Registrar of Companies.

16. Stocks
2004 2003
Group £Em £m
Work in progress 20 19
Finished stocks 23 24
43 43

The replacement cost of stocks approximates to the value stated above. Work in progress is in respect of property developments.

17. Debtors
Group Company
2004 2003 2004 2003
£m £m £m £m
Amounts falling due within one year
Trade debtors 3 10 - -
Amounts owed by group undertakings - - 124 581
QOther debtors 42 36 - -
Corporate faxation - - 16 13
Prepayments 37 42 - 3
82 a8 140 597
Amounts falling due after more than one year
Pension prepayment 140 98 140 -
Cther prepayments - 11 - -
140 108 140 -
Total debtors 222 197 280 597
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18. Creditors: amounts falling due within one year

Group Company
2004 2003 2004 2003
£m £m £m £m
Borrowings (note 20) 35 234 - 247
Trade crediters 41 45 - -
Corporate taxation 59 50 - -
Other taxation and social security 42 39 - -
Accrued charges 30 86 - 5
Proposed dividend 34 29 34 29
Amounts owed to group undertakings - - 1,561 77
Other creditors 25 25 1 -
326 508 1,596 358
19. Creditors: amounts falling due after more than one year
Group Company
2004 2003 2004 2003
£m £m £m £m
Borrowings (note 20} 1,822 1,001 - 1,000
20. Borrowings
2004 2003
Within After Within After
one year one year Total one year one year Total
Group £m £m £m £m £m £m
Overdrafts - - - 13 - 13
Securitised debt* 32 1,821 1,853 - - -
Syndicated loan facitity - - - 218 1,000 1,218
Loan notes** 2 - 2 2 - 2
Finance leases 1 1 2 1 1 2
Total borrowings 35 1,822 1,857 234 1,001 1,235
Company
Overdrafts - - - 29 - 29
Syndicated loan facility - - - 218 1,000 1,218
Total borrowings - - - 247 1,000 1,247
*This debt is secured as explained on page 43.
**These loan notes are partially secured by a bank deposit.
All other borrowings are unsecured.
Group Company
2004 2003 2004 2003
£m £m £m £m
Analysis by year of repayment
Due within one year or on demand 35 234 - 247
Due between one and two years 37 1 - -
Due between two and five years 121 1,000 - 1,000
Due after five years 1,664 - - -
Total borrowings 1,857 1,235 - 1,247
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20. Borrowings continued

Securitised debt

On 13 November 2003, a group company, Mitchells & Butlers Finance plg, issued £1,900m of secured loan notes in connection
with the securitisation of the majarity of the Group’s UK pubs and restaurants business owned by Mitchells & Butlers Retail Limited.
The funds raised were mainly used to repay existing bank borrowings of £1,243m, pay issue costs of £23m and return £501m
to shareholders by way of a special dividend (see note 11).

The lcan notes consist of six tranches with principal terms as follows:

Tranche £m Interest Principal repayment period Expected WAL
Al 200 Flcating By instalments 2011 to 2028 b years
A2 560 5.574% By instalments 2003 to 2028 12 years
A3 250 Floating By instalments 2011 to 2028 6 years
Bl 350 5.965% By instalments 2003 to 2023 10 years
B2 350 6.013% By instalments 2015 to 2028 20 years
C 200 6.469% By instalments 2029 to 2030 25 years
1,900

The expected remaining WAL (weighted average life) is based on the amortisation profile of the individual note tranches and
assumes refinancing of the Al and A3 notes on the margin step-up dates below.

The notes are secured on substantially ail of the Group’s property and future income streams therefrom.

Interest on the Class Al notes is payable at three month LIBCR plus a margin of 0.45%, stepping up to LIBOR plus 0.90%
in December 2010. These notes are fully hedged using interest rate swaps which fix the interest rate payable.

The Class A3 notes were issuad in principal amount of $418.75m, with interest payable at three month US dollar LIBOR plus a
margin of 0.45%, stepping up to US dollar LIBOR plus 0.90% in December 2010. These notes are fully hedged using currency
swaps and interest rate swaps, whereby all principal and interest liabilities are swapped into sterling providing an initial principal
of £250m and fixed interest payable.

The overall cash interest rate payable on the loan notes is 6% after taking account of interest rate hedging and the cost of the
provision of a financial guarantee provided by Ambac in respect of the Class A notes.

The securitisation is governed by various covenants, warranties and events of default, many of which apply to Mitchells & Butlers
Retail Limited, the Group's main operating subsidiary. These include cavenants regarding the maintenance and disposal of
securitised properties and restrictions on its ability to move cash, by way of dividends for example, to other group companies.
At 25 September 2004, Mitchells & Butlers Retail Limited had shori-term deposits and cash of £88m, which were governed by
certain restrictions under the covenants associated with the securitisation.

The carrying value of the loan notes in the Group balance sheet at 25 September 2004 is analysed as follows:

£m
Gross proceeds received on 13 Novermnber 2003 1,900
Principal repaid {28)
Principal outstanding at 25 September 2004 1,872
Deferred issue costs {22)
Accrued interest 3
Carrying value at 25 September 2004 1,853
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20. Borrowings continued

Facilities committed by banks

Group Company

2004 2003 2004 2003
£m £m £m £m
Ltilised - 1,218 - 1,218
Unutilised 280 282 - 282
280 1,500 - 1,500

Unutilised facilities expire:
Within one year 220 282 - 282
Between fwo and five years 60 - - -
280 282 - 282

The unutilised facility expiring within one year was renewed in November 2004.

21. Financial instruments

The Group’s treasury policy and use of financial instruments are discussed in the Operating and Financial Review on page 5.
The disclosuras in this note exclude short-term debtors and creditors where permitted by FRS 13.

Principal hedging instruments

In order to manage interest rate risk, the Group has entered into interest rate and currency swap agreements that fix the interest
payable on the floating rate tranches of the securitised debt (see note 20). At 25 Septernber 2004, these agreements were for a
notional principal amount of £450m (2003 £nil).

Currency and interest rate profile of financial assets and liabilities
After taking into account the interest rate and currency swap agreements entered into by the Group, the currency and interest
profile of the Group's financial assets and liabilities at the balance sheet date was:

2004 2003
Non-interest Floating Non-interest Floating
Total bearing rate Total bearing rate
Financial assets £m £m £m £m £m £m
Sterling 219 2 217 6 2 4
Euro 6 - 6 1 - 1
225 2 223 7 2 5

Financial assets comprise cash of £81m (2003 £4m) and current asset investments of £144m (2003 £3m).

2004

Total Total Weighted Weighted

before after average average

currency Currency currency Non-interest Floating Fixed fixed period

swaps swaps swaps bearing rate rate rate fixed
Financial lizbilities £m £m £m £m £m £m % (years)
Sterling 1,611 248 1,859 2 2 1,855 6.15 13
US doallar 248 (248) - - - - - -
1,859 — 1,859 2 2 1,855 6.15 13

2003

Non-interest Fleating

Tota! bearing rate

Financial liabilities £m £m £m
Sterling 1,238 3 1,235

Financial liabilities comprise borrowings of £1,857m (2003 £1,235m) as disclosed in note 20 and provisions for property leases
of £2m (2003 £3m).

Floating rate financial assets and liabitities bear interest at market rates based cn LIBOR.
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21. Financial instruments continued

Currency risk

After taking into account the above hedging arrangements, the Group does not have a material profit and loss account exposure
to foreign exchange gains or losses on monetary assets and liabilities. In addition, the Group is predominantly UK based and
therefore does not have a significant currency exposure from its operations. Under the provisions of SSAP 20, any foreign
exchange gains or losses arising from the translation of overseas net assets are recognised in the statement of total recognised

group gains and losses.

Fair values of financial assets and liabilities

2004 2003

Net book Fair Net book Fair

value value value value

£m £m £m £m

Cash 81 81 4 4
Current asset investments 144 144 3 3
Overdrafts - - (13) (13}
Securitised debt (excluding interest rate and currency swaps) (1,835) {1,909) - -
Syndicated loan facility - - (1,218) {1,218)
Loan notes (2) (2) (2) (2)
Finance leases (2) (2) {2) (2)
Provisions for property leases (2) (2) {3) 3
Interest rate swaps - (6} - -
Currency swaps (18) (22) - —
(1,634) (1,718) (1,231) (1,231)

The various tranchas of the securitised debt have been valued using period end mid-market quoted prices. The fair value of
interest rate and currency swaps is the estimated amount which the Greup could expect to pay or receive on the fermination of the
agreements. These amounts are based on guotations from counterparties and take into consideration interest and exchange
rates prevailing at the balance sheet date. Borrowings under the syndicated loan facility incurred interest at floating rates and
their book value therefore approximated to their fair value, Other financial assets and liabilities are elther short-term in nature

or bock values approximate to fair values.

Gains and losses on hedges

Gains and losses on derivative instruments used for hedging are not recognised in the financial statements until the hedged
exposure is itself recognised. Unrecognised gains and losses on hedging instruments are as follows:

Gains Losses Net

£m £m £rm

Unrecognised at 28 September 2003 - - -

Arising in the year but not recognised - (10) (10}

Unrecognised at 25 September 2004 - (10) (10}
Analysed as:

Expected to be recognised in 2004/05 - (L (1)

Fxpected to be recognised thereafter - (9) (S}

- (10) (10}
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22. Deferred taxation

Group Company

£m £m

At 28 September 2003 203 -

Profit and loss account 14 5

Transfer of pension prepayment - 29

At 25 September 2004 217 34
Analysed as tax on timing differences related to:

Group Company

2004 2003 2004 2003

£m £m £m £m

Fixed assats 135 126 - -

Deferred gains 49 49 - _

Pension prepayment 35 29 35 -

Other (2) (1) (1) —

217 203 34 -

Tax losses with a value of £6m (2003 £5m) have not been recognised as their use s uncertain or not currently anticipated.

No provision has been made for deferred tax on the sale of properties at their revalued amounts or where gains have been or
are expected to be deferred against expenditure on replacement assets for an indefinite period until the sale of the replacement
assets. The total amaount unprovided is estimated at £212m (2003 £235m restated). It is not anticipated that any such tax
will be payable in the foreseeable future. The 2003 restatement arises from a review of the historical tax base of the Group's
properties and new information becoming available in January 2004,

23. Other provisions for liabilities and charges

Property
Reorganisation leases Total
Group £m £m £m
At 28 September 2003 1 3 4
Utilised (1) (1) {2}
At 25 September 2004 - 2 2
The timing of the cost of exiting the property leases is uncertain.
24. Called up share capital
2004 2003
Number Number
of shares Em of shares £m
Authorised
Redeemable preference shares of £50,000 each 1 - 1 -
Redeemable deferred shares of 1p each 2 - 2 -
Ordinary shares of 7%p each 1,424,304,0Q0 101 - -
Ordinary shares of bp each - - 2,017,764,000 101
1,424,304,003 101 2,017,764,003 101
Called up, allotted and fully paid
Redeemable preference shares of £50,000 each - - - -
Redeemable deferred shares of 1p each - - - -
Ordinary shares of 74:p each 523,792,544 37 - -
Ordinary shares of 5p each - - 736,223,779 37
523,792,544 37  736,223779 37
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24. Called up share capital continued

On 2 December 2003, the Company's crdinary share capital was consolidated on a 12 for 17 basis in connection with the
payment of a special dividend (see note 11). The share consolidation resulted in the issue of 519,739,246 new ordinary shares
of 7¥-p each in replacement for 736,297,265 existing ordinary shares of 5p each.

Prior to the share consolidation, the Company issued 73,486 ordinary shares of bp each on the exercise of rolled over share
options (see below). Subsequent to the share consalidation, a further 4,053,288 ordinary shares of 74:p each were issued
in respect of rolled over and sharesave options. The aggregate consideration received on the issue of these shares was £8m.

Options to subscribe for ordinary shares

Post

Rolled over separation
options options Total
millions millions millions
At 28 September 2003 24.1 10.7 348
Granted 0.8 7.1 7.9
Exercised (4.6) - (4.6)
Lapsed (5.1) {1.0) (6.1}
At 25 September 2004 15.2 16.8 32.0

Rolled aver options were originally granted under the Six Continents Executive Share Option Schemes. On separation from
Six Continents on 15 April 2003, employees and certain former employees of the Six Continents group had the opportunity to
roll over their options cver Six Continents PLC shares into options over Mitchells & Butlers plc shares. The number of options
exchanged and the exercise prices were calculated in accerdance with a formula based on the closing Six Continents™ and
opening Mitchells & Butlers’ share prices, both averaged over a five-day period. Exercise prices range from £1.81 to £3.64
and options are exercisable until 4 October 2012, These options are not subject to a future performance condition.

Since separation, the Company has granted options under the following share schemes:

Sharesave

An Inland Revenue approved savings scheme open to all employees, whereby the praceeds from the savings contract, of either
three or five years duration, are used to purchase shares under options granted at the commencernent of the savings contract,
at a discount of 20% to the market value of the shares at the date of grant. The options may be exercised up to six months after
the maturity of the savings contract. Qutstanding options over 4.7m shares were in existence at 25 September 2004 (2003 4.0m);
1.5m at an exercise price of £2.09 and 3.2m (2003 4.0m) at an exercise price of £1.69.

Executive Share Option Plan

A discretionary share plan whereby options may be granted to senior management at the prevailing market price at the date

of grant. Options generally become exercisable between three and ten years after the date of grant, subject to achievement

of a performance condition. Details of the performance conditions attached to these options are contained in the Remuneration
Report on page 16. Outstanding options over 8.0m shares were in existence at 25 Septemnber 2004 (2003 4.2m); 3.9m at an
exercise price of £2.53 and 4.1m {2003 4.2m} at an exercise price of £2.19.

Performance Restricted Share Plan

A discretionary share plan whereby options are granted to a small group of the Company’s most senior executives. Options are
exarcisable within two years after the completion of a three-year performance period. Details of the performance conditicns
attached to these options are contained in the Remuneration Report on page 16. Qutstanding options over 4.1m shares were
in existence at 25 September 2004 (2003 2.5m); all options have an exercise price of £1 per employee per share plan.

25. Employee share trusts
The Company has established two employee share trusts:

Share Incentive Plan (SIP) Trust

The SIP Trust was established in 2003 to purchase shares on behalf of employess participating in the Company's Share Incentive
Plan. Under this scheme, eligible employees are awarded free shares which are held in trust for a holding pericd of at least
three years. After five years the shares may be transferred to or sold by the employee free of income tax and national insurance
contributions. The trust buys the shares in the market with funds provided by the Company. During the holding period, dividends
are paid directly to the participating employees. At 25 September 2004, the trustees, Hill Samue! ESOP Trustee Limited, were
holding 627,974 (2003 425,185) shares in the Company. Of these shares, 605,689 (2003 414,557) have been conditionally
gifted to employees.
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25. Employee share trusts continued

Employee Benefit Trust (EBT)

The EBT was established in 2003 in order 1o satisfy the exercise or vesting of existing and fuiure share options and awards under
the Executive Share Option Plan, Performance Restricted Share Plan, Short Term Deferred Incentive Plan and the Rolled over
options. The trust purchases shares in the market from time fo time, using funds provided by the Company, based on expactations
of future requirements. Dividends are waived by the Trust. At 25 September 2004, the trustees, Mourant & Co Trustees Limited,
were holding 3,736,671 shares (2003 nil) in the Company. Of these shares, 277,320 {2003 nil) have been conditionzlly gifted
0 employees and 822,859 {2003 nil} are under option.

26. Share capital and reserves

Profit and loss account reserve Total share
Share Share Revaluation Own capital and
capital premium reserve shares Other Total reserves

Group £m £m £m £m £m £m £m
At 28 September 2003 37 4 341 - 1,682 1,682 2,064
Issue of ordinary shares - 8 - - - - 8
Purchase of own shares by employee

share trusts - - - (12) - (12) (12)
Release of own shares by employee

share trusts - - - 1 - 1 i
Credit in respect of employee share schemes - - - - 7 7 7
Revaluation surplus realised - - {2) - 2 2 -
Retained loss for the year - - - - {425) (425) (425)
Exchange differences - - - - (1 (1} (1}
At 25 September 2004 37 12 339 11 1,265 1,254 1,642

Goodwill eliminated against reserves at 25 September 2004 was £50m (2003 £50m}. This arose in respect of acquisitions
completed prior to 30 September 1998, '

The Group's main operating subsidiary, Mitchells & Butlers Retail Limited, had profit and loss account reserves of £709m at
25 September 2004. Its ability to distribute these reserves by way of dividends is restricted by the securitisation covenants
(see note 20).

Profit and loss account reserve Total share
Share Share Other Own capital and
capital premium reserve shares Other Total reserves

Company £m £m £m £m £m £m £m
At 28 September 2003 37 4 - - 942 942 983
issue of ordinary shares - 3 - - - - 8
Purchase of own shares by employee

share trusts - - - {12) - (12) (12)
Release of own shares by employee

share trusts - - - 1 - 1 1
Credit in respect of employee share schemes - - - - 7 7 7
Pension transfer from subsidiary (note 7) - - 45 - - - 45
Retained loss for the year - - - - (498) {458) {(498)
Exchange differences - - - - (1) (1) {1
At 25 September 2004 37 12 45 (11 450 439 533

The profit and loss account reserve is wholly distributable after the deduction for Own shares. The Cther reserve is not distributable.

The Company has taken advantage of Section 230 of the Companies Act 1985 and not presented its own profit and 10ss account.
A profit after tax of £52m (2003 £36m loss), less dividends of £550m (2003 £20m), is dealt with in the accounts of the parent company.

Own shares

Own shares held by the Group and Company represent the shares in the Company held by the employee share trusts, further
details of which are given in note 25. During the year, the trusts acquired 4,584,826 shares at a cost of £12m. 509,388 shares were
released on the exercise of share options for a consideration of £1m and for the satisfaction of an award to Tim Clarke accrued under
the Six Continents Spacial Deferred Incentive Plan for 2001/02. The 4,364,645 shares held by the trusts at 25 September 2004
had a market value of £11.3m (27 September 2003 425,185 shares held had a market valug of £1.0m).
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27. Reconciliation of operating profit to net cash inflow from operating activities

2004 2003
£m £m
Operating profit before exceptional items 285 275
Depreciation and amortisation 108 99
Earnings before interest, taxation, depreciation, amortisation and exceptional items 393 374
Decrease in stocks - 6
Increase in debtors (32) (34)
Increase in creditors 20 2
Provisions expended (2) (4)
Other non-cash items 4 -
Net cash inflow from operating activities before expenditure relating to exceptional items 383 344
Operating exceptional expenditure (4} (2)
Separation costs paid (1} (36)
Net cash inflow from operating activities 378 306
28. Net cash flow
2004 2003
£m £m
Net cash inflow from operating activities before expenditure relating to exceptional items* 383 344
Net capital expenditure (99) {103}
Operating cash flow after net capital expenditure 284 241
MNet interest paid (excluding issue costs paid in respect of securitised debt) {98) (49)
Tax paid (34) (44)
Normal dividends paid (44) -
Issue of ordinary share capital 8 4
Purchase of own shares by employee share trusts (12) -
Proceeds on release of shares by employee share trusts 1 -
Special dividends paid (501) -
Operating exceptional expenditure (4 2)
Separation costs paid (1) (36}
issue costs paid in respect of securitised debt {22) (1
Facility fees paid - (15)
Net cash flow (423) 98
*Includes £40m {2003 £27m) of additional pension contributions.
29. Net debt
At Movement Non-cash At
28 September  arising from movement 25 September
2003 cash flows in net debt 2004
£m £m £m £m
Cash at bank and in hand 4 77 - 81
Overdraft (13) 13 - -
Cash (<) 90 - 81
Liguid resources (current asset investments) 3 141 - 144
Borrowings due within one year (221) 189 (3 (35)
Borrowings due after one year (1,001) (821) - (1,822)
(1,228) (401) (3) (1,632)

Cash, for the purposes of the cash flow statement, comprises cash in hand and depaosits repayable on demand, less averdrafts
payable on demand. Liguid resources comprise short-term depaosits and investments of less than cne year (other than cashj.
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29. Net debt continued

Reconciliation of net cash flow to movements in net debt

2004 2003
£m £m
Increase/{decrease) in cash and overdrafts 920 (25)
Management of liguid resources 141 1
Financing activities (651) 118
Issue of ordinary share capital 8 4
Purchase of own shares by employee share trusts 12) -
Proceeds on release of shares by employee share trusts 1 -
Net cash flow {note 28) (423) 98
Issue costs paid in respect of securitised debt 22 -
Net funding flows with Six Continents group - 193
Cash payment to former Six Continents PLC shareholders - (702)
Increase in net debt arising from cash flows (401) (411)
Non-cash movement in net debt (3) -
Increase in net debt {404) {411)
Opening net debt (1,228) (817)
Closing net debt (1,632) (1,228)
30. Financial commitments
Operating lease commitments
The Group has annual commitments under operating leases at 25 September 2004 which expire as foliows:
Properties Other
2004 2003 2004 2003
£m £m £m £m
Within one year 1 1 3 2
Between one and five years 2 3 3 3
After five years 39 37 - -
42 41 6 5
Capital commitments
Group
2004 2003
£m £m
Contracts placed for expenditure on fixed assets
not provided for in the financial statements 26 20

31. Contingent liabilities

The Company has given indemnities in respect of the disposal of certain companies previously within the Six Continents group.
It is the view of the Directors that, other than to the extent that liahilities have been provided for in these financial statements,

such indemnities are not expected to result in financial loss to the Group.

32. Related party disclosures

There were no transactions with related parties requiring disclosure under FRS 8 ‘Related Party Transactions’ during the year.

2003
During 2003 in the period before separation, the Group had the following transactions with Six Continents group: £m
Net interest paid 23
Costs recharged, including separatior costs 29
Pension scheme payments 3
Net funding {184)
Total (129)
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33. US GAAP reconciliations

The financial statements set out on pages 26 to 50 are
prepared in accordance with accounting principles generally
accepted in the United Kingdom (UK GAAP) which differ
from those generally accepted in the United States (US GAAP).
The significant differences, as they apply fo the Group, are
summarised below.

Intangible fixed assets

Under UK GAAP, gcodwiil arising an the acquisition

of subsidiaries is capitalised and amortised over its
estimated useful life. Goodwill arising on acquisitions prior

to 30 September 1998 was eliminatad against reserves.
Under US GAAP, the Group adopted SFAS 142 ‘Goodwill
and Other Intangible Assets’ with effect from 1 October 2002.
In accordance with SFAS 142, goodwill would be capitalised
and nct amortised, but tested for impairment. Prior to 1 October
2002 under US GAAP, goodwill would have been capitalised and
amortised over its estimated useful life, not exceeding 40 years.
As at 25 September 2004, the Group had no intangible assets,
other than goodwill, under either UK GAAP or US GAAFR.

Impairment of goodwill

Under UK GAAP, goodwill is tested for potential impairment
when there is an indication that impairment may have occurred.
The impairment is measured by comparing the goodwill carrying
value of the relevant income-generating unit with the higher
of net realisable value and value in use. Under US GAAP,
SFAS 142 requires goodwill to be tested for impairment on
an annual basis, or on an interim basis when a triggering
event occurs, using a two-step process. The first step
requires the comparison of the fair value of each reporting
unit to its carrying value. (f the fair value of the reporting unit
exceeds its carrying value, then no further testing is required.

If the carrying value of a reporting unit exceeds its fair value,

a second step is required to determine the amount of the
impairment charge, if any. An impairment charge is recognised
if the carrying value of a reporting unit's goocdwill exceeds
the fair value of that goodwill. The Group has performed an
updated evaluation of its goodwil! as at 25 September 2004
which has reaffirmed that an impairment charge is not required
under SFAS 142,

Tangible fixed assets

Prior to 1 October 1999, the Group's properties were valued

from time to time by professionally qualified external valuers

and book values were adjusted to accord with the valuations.
Under US GAAP, revaluation would not have been permitted
which means that the cartying value of tangible fixed assets

is lower under US GAAP.

Under UK GAAP, depreciation is based on the book valuas

of assets, including revaluation where appropriate. Prior to

1 October 1999, freehold pubs werse not depreciated under
UK GAAP, as any charge would have been immaterial given
that such properties were maintained, as a matter of palicy,

by a programme of repair and maintenance such that their
residual values were at least equal to their book values.
Following the introduction of FRS 15, which was implemented
by the Group with effect from 1 QOctober 1999, all properties
are depreciated under UK GAAP. There is now no difference
between UK GAAP and US GAAP with regard to depreciation.
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Share-based compensation

Under UK GAAP, the Group makes a charge for the cost

of share awards or share options based on the difference
between the fair value of the sharas on the date of the award
and the amount the scheme participant may be required

to pay for the shares. The expense is recognised over the
performance period of the relevant scheme based on a
reasonable expectation of the extent to which the performance
criteria will be met. Under US GAAP, these awards and options
would be accounted for as varfable plans with the expense
based on the intrinsic value, remeasured at each balance
sheet date and spread over the performance pericd. Under
US GAAP, a charge could therefore arise in respect of the
Group’s Executive Share Option Plan (no charge arises under
UK GAAP as the exercise price is equivalent to the market
value at date of grant).

The Group also operates an Inland Revenue approved
Sharesave scheme open to all employees, which gives a 20%
discount on the fair value of its shares. Under UK GAAP no cost
is recognised in respect of this scheme. Under US GAAP, fixed
plan accounting would apply resulting in an expense for the
20% discount over the period of the savings contracts. Since
24 January 2002, an employer’s offer to enter into new
contracts at a lower exercise price than the price under existing
contracts can cause variable plan accounting to apply in respect
of certain options. This could result in an additional charge
for those opticns that qualify for variable plan accounting.

Pension costs

The Group provides for the cost of retirement benefits
based upon consistent percentages of employees’
pensionable pay as recommended by independent qualified
actuaries. Under US GAAP, the projected benefit obligation
(pension liability) in respect of the Group's two principal
pension plans would be matched against the fair value

of the plans’ assets and weuld be adjusted to reflect any
unrecognised obligations or assets in determining the
pension cost ar credit for the year.

At 25 September 2004, the accumulated benefit obligations
exceeded the fair value of the plans’ assets. In these
circumstances, LIS GAAP requires the recognition of the
difference as a balance sheet liability and the elimination of
any amounts previously recognised as a prepaid pension cost.
An equal amount, not exceeding the amount of unrecognised
past service cost, i$ recognised as an intangible asset with
the balance reported in other comprehensive income.

Deferred taxation

Under UK GAAP, the Group provides for deferred taxation

in respect of timing differences, subject to certain exceptions,
between the recognition of gains and losses in the financial
statements and for tax purposes. Timing differences recognised
include accelerated capital allowances and short-term timing
differences. Timing differences not recognised include those
relating to the revaluation of fixed assets in the absence

of a commitment to seli the assets and the gain on sale

of assets rolied into replacement assets. Under US GAAP,
deferred taxation would be computed, on a stand-alone basis,
on all differences between the tax bases and book values
of assets and liabilities which will result in taxable or tax
deductible amounts arising in future years, A valuation
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Notes to the financial statements continued

33. US GAAP reconciliations continued

allowance is established when it is more likety than not that some

portion or all of the deferred tax assets will not be realised.

Derivative instruments and hedging

The Group uses interest rate and currency swaps to fix

the interest rate payable on the floating rate tranches of its
securitised debt. Under UK GAAP, these instruments are
measured at cost and accounted for as hedges, whereby gains
and losses are recognised only when the exposure that is being
hedged is itself recognised. Under US GAAP, all derivative
instruments {including those embedded in ather contracts) are
recognised cn the balance sheet at their fair values. Changes in

fair value are recognised in net income unless hedge accounting

can be applied. To qualify for hedge accounting, the hedging
relationship must be designated, documented and tested for

ongoing effectiveness. if hedge accounting is applied, changes

in fair value are recognised periodically in net income or in
shareholders’ equity as a component of other comprehensive

income depending on whether the derivative qualifies as a fair

value or cash flow hedge.

Prior to their designation as cash flow hedges on the issuance

of the floating rate tranches of the securitised debt, changes
in the fair value of the interest rate and currency swaps were
recorded in the income statement.

Exceptional items

Under UK GAAP, certain exceptional items are shown on the
face of the profit and loss account statement after operating
profit. These items are mainly gains and losses on the sale
of businesses and fixed assets, and the cost of fundamental
reorganisations. Under US GAAP these items would be
classified as operating profit or expenses.

Classification of debt issuance costs

Under UK GAAP, the debt issuance costs relating to the
securitised debt are deducted from the carrying value of
the related loan notes. Under US GAAP, these costs would
be reported as deferred financing costs and classified as
non-current assets.

Mitchells & Butlers 52

Proposed dividends

Under UK GAAP, final ardinary dividends are provided
for in the year in respect of which they are proposed by
the Board for approval by shareholders. Under US GAAP,
dividends would not be provided for until the year in which
they are declared.

Earnings per share

On 2 December 2003, the Company completed a share
consolidation which resulted in the issue of 12 new ordinary
shares of 74=p each for every 17 existing ordinary shares
of bp each. Under UK GAAP, prior period earnings per share
have not been restated as the share consolidation was
accompanied by a special dividend and the combined
transaction was designed to have the same overall effect
as a buy back of shares at fair value. US GAAP would
require prior period net income per American Depositary
Share to be restated to reflect the change in capital structure.

Provisions

In previous years, under UK GAAP provisions for liabilities
and charges included amounts relating to the restructuring
of certain of the Group's operations. Under US GAAF, certain
of these amounts would have been charged to net income
as incurred. The restructuring was completed in 2003.

Turnover

Following the adoption of the Amendment to FRS 5 under
UK GAAP (see note 1), the Group's accounting policy

on revenue recognition {s aligned with the requirements
of US GAAP.
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33. US GAAP reconciliations continued

Met income under US GAAP

2004 2003 2004 2003
£m £m $m $m

Profit for the financial year in accordance with UK GAAP 125 125 224 200
Amortisation of intangible fixed assets 1 1 2 2
Disposal of tangible fixed assets 11 7 20 11
Provisions - (13} - 21
Pension costs 31 (14) (56) (22)
Share-based compensation (1) - (2) -
Fair value of derivatives 2 - 4 -
Deferred taxation

- on above adjustments 15 4 27 6

— methodology - {9) - (14)
Total adjustments (3) (24} (5) {38}
Net income in accordance with US GAAP 122 101 219 162

2004 2003 2004 2003
restated restated
p p ¢ ¢

Net income per American Depositary Share
Basic* 23.5 19.5 42.1 31.2
Diluted** 23.3 19.4 41.9 31.2
Translaticn rate (average rate) £1=$1.79 £1=%1.60

*Ceiculated by dividing net income in accaordance with US GAAP by 520m {2003 519m restated) shares, being the
weighted average number of ordinary shares in issue during the year. Each American Depaositary Share represents one
ordinary share. The weighted average number of ordinary shares for 2003 has been restated to provide consistency with
the Mitchells & Butlers Form 20-F for 2003 published on 16 March 2004, The restatement reflects the reduction in shares
arising from the share consolidation on 2 December 2003 (see note 11). The weighted average number of ordinary shares
and basic net income per American Depositary Share reported in the Annual Report and Financial Statements 2003 were

735m and 13.7p (22.0¢) respectively.

**Calculated by adjusting basic net income per American Depositary Share in accordance with US GAAP to reflect the notional
exercise of the weighted average number of dilutive ordinary share options outstanding during the year. The resulting
weighted average number of ordinary shares is 523m (2003 520m restated). The weighted average number of ordinary
shares for 2003 has been restated to provide consistency with the Mitchells & Butlers Form 20-F for 2003 published on
16 March 2004. The restatemnent reflects the reduction in shares arising from the share censclidation on 2 December 2603
(see note 11). The weighted average number of ordinary shares and diluted net income per American Depositary Share
reported in the Annual Report and Financial Statements 2003 were 736m and 13.7p (22.0¢} respectively.

Mitchells & Butlers 53 Annual Report and Finaricial Statements 2004




Notes to the financial statements continued

33. US GAAP reconciliations continued

Shareholders’ equity under US GAAP

2004 2003 2004 2003
restated* restated™
£m £m $m $m
Shareholders’ funds in accordance with UK GAAP 1,642 2,064 2,956 3,426
intangible fixed assets:
Goodwill: Cost 174 174 313 289
Accumulated amaortisation 5 4 9 7
179 178 322 296
Pension intangible asset 12 14 22 23
191 192 344 31
Tangible fixed assets:
Cost (731) (741) (1,316) {1,229)
Accumulated depreciation (121) (122) (218) (203)
(852) (863) (1,534) (1,432}
Current assets:
Pension prepayrment {140) (S8} (252) (183)
Deferred financing costs 2 - 4 -
Non-current assets:
Deferred financing costs 20 - 36 -
Creditors: amounts falling due within one year:
Borrowings (2) - 4) -
Propesed dividends 34 29 61 48
Creditors: amounts falling due after one year:
Borrowings 2) - 4) -
Derivatives (28) - {50} -
Provisions for liabilities and charges:
Accrued pensicn cost (154) {212) (277) (352)
Ceferred taxation
- on above adjustments 95 89 171 148
— methodology - - - -
Total adjustments (836) (863) {1,505) (1,432)
Shareholders' equity in accordance with US GAAP 806 1,201 1,451 1,994

Tranglation rate {year end rate}

£1=%$1.80 £1=$1.66

*The goodwill cost has been restated to provide consistency with the Mitchells & Butlers Form 20-F for 2003 published an
16 March 2004. During a review of the historical tax base of the Group's properties used in prior years, new informaticn became
available in January 2004 which resulted in additiona! goodwill of £43m arising on an acquisition in 2000 under US GAAP.
Shareholders’ equity in accordance with US GAAP previously reported in the Annual Report and Financial Statements 2003

was £1,158m ($1,922m).
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Four year review

Profit and loss account information

Pro forma Pro forma
2004 2003 2002 2003 2002 2001
restated restated restated restated restated
(a) (a) (b (a) () (b) (a)
£m £m £m £m £m £m
Turnover
Pubs & Bars 913 873 863 873 863 828
Restaurants 641 6l4 605 614 605 561
inns & Other - - - - - 161
Retail 1,554 1,487 1,468 1,487 1,468 1,550
SCPD 6 17 6 17 6 5
1,560 1,504 1,474 1,504 1,474 1,565
Operating profit
Pubs & Bars 180 177 190 177 190 187
Restaurants 104 96 98 96 98 87
Inns & Other - - - - - 31
Retail 284 273 288 273 288 305
SCPD 1 2 1 2 1 1
Operating exceptional items (2) - - (53 - -
Total operating profit 283 275 289 270 289 306
Non-gperating exceptional items 2 - - (42) (2) (36)
Profit before interest 285 275 289 228 287 270
Finance charge - (76) (86) - - -
Net interest payable (101) - - (55} (43} (58)
Exceptional interest charge (2) - - (8} - -
Profit betore taxation 182 199 203 165 244 212
Taxation (57) (64) (e5) (40} (80 {82)
Profit for the financial year 125 135 138 125 164 130
Dividends {550} - — {29) ~ -
Retained profit (425) 135 138 96 164 130
Earnings per share
Basic 22.4p - - 17.0p 22.3p 17.7p
Adjusted 22.2p - - 20.3p 22.5p 23.6p
Dituted 22.2p - - 17.0p 223p 17.7p
Pro forma - 18.4p 18.8p - - -
Dividends per share 9.50p - - 5.65p - -

Notes:

(a) Turnover figures have been restated for the adeption of the Amendment io FRS 5 {see note 1 to the financial statements).

(b} Pro forma and adjusted earnings per share have been restated to exclude all exceptional items and tax thereon for comparability
with 2004, Previously, exceptional items were classified as either ‘major’ or ‘minor’ items and only ‘major’ items were excluded
fram the earnings per share calculations.
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Four year review continued

Balance sheet information

2004 2003 2002 2001

£m £m £m £m

Intangible fixed assets 10 11 11 11
Tangible fixed assets 3,509 3,522 3,526 3,381
Total fixed assets 3,519 3,533 3,637 3,392
Stocks 43 43 49 44
Cperating debtors B2 B84 82 93
Operating creditors {197) (176) (167) (171}
Net current operating liabilities (72) (49) {36) (34}
Total operating assets less current operating liabilities 3,447 3,484 3,501 3,358
Provisions for liabifities and charges (2) {4) (14) {13)
Net operating assets 3,445 3,480 3,487 3,345
External {net debt)/cash (1,632} (1,228) i4 15
Balances owed to Six Continents group - - (831 (825}
Corporate taxation (59) )] {59} (81)
Deferred taxation (217) {203) (197} (170)
Pension prepayment 140 98 6l 38
Proposed dividend (34) (29) - -
Balances relating to exceptional items (1) (4) - -
Net assets 1,642 2,064 2,475 2,322

Cash flow information
Pro forma Pro forma

2004 2003 2002 2003 2002 2001

£m £m £m £m £m £m

Operating profit 285 275 289 275 289 306
Depreciation and amortisation 108 99 87 99 87 85
Other non-cash items - - (1) - (1) (4)
EBITDA* 393 374 375 374 375 387
Working capital movement 26 (3 (4) {3 (4 (43}
Additional pension contributions (40) {27) (10) {27) - -
Other ncn-cash items 4 — - _ - _
Net cash inflow from operating activities* 383 344 361 344 371 344
Purchase of tangible fixed assets (150) (151) (256) (151) (256) (314)
Sale of tangible fixed assets 51 48 30 48 30 26
Net capital expenditure (99) (103) (226) (103} (226) (288)
Operating cash flow after capital expenditure* 284 241 135 241 145 56
Net interest paid (98) (4% {43) (58)
Tax paid (34) {44) {82} (34)
Normal dividends paid {44) - - -
Issue of ordinary share capital 8 4 - _
Purchase of own shares by employee share trusts (12) - - -
Proceeds on release of shares by employee share trusts 1 - - -
Special dividends paid {501) - - -
Operating exceptional expenditure (4} (2) - -
Separation costs paid )] (36) - -
Issue costs paid in respect of securitised debt {22) (N = -
Facility fees paid - {1b) - -
Disposal of businesses - - - 598
Net cash flow (423) 98 20 b62

*Before exceptional items.
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Forward-looking statements

Bath the Annual Review and Summary Financial Statement
2004 and the Annual Report and Financial Statements 2004
contain certain forward-looking statements as defined under US
legisiation (Section 21E of the Securities Exchange Act of 1534)
with respect to the financial condition, results of operations

and business of Mitchelis & Butlers and certain plans and
objectives of the Board of Directors of Mitchells & Butlers with
respect thereto. Such statements include, but are not limited
to, statements made in the Chairman's Statement, the

Chief Executive's Review and the Finance Girector's Repart.
These forward-locking statements can be identified by the

fact that they do not relate only to historical or current facts.
Forward-looking statements often use words such as ‘anticipate’,
‘target’, ‘expect’, ‘estimate’, ‘intend’, ‘plan’, ‘goal’, ‘believe’, or
other words of similar meaning. These statements are based

art assumptions and assessments made by Mitchells & Butlers’
management in light of their experience and their perception

of historical trends, current conditions, expected future
developments and other factors they believe to be appropriate.

By their nature, forward-looking statements are inherently
predictive, specutative and involve risk and uncertainty.
There are a number of factors that could cause actual resuits
and developments to differ materially from those expressed
in, or implied by, such forward-locking statements, including,
but not limited to: the future batance between supply and
demand for the Group’s sites, the effect of economic conditions
and unforeseen external events on the Group’s business,

the availability of suitable properties and necessary licences;

Design and production Sheppard Day Print Royle Corporate Print

consumer and business spending; changes in consumer
tastes and preferences; levels of marketing and promotional
expenditure by Mitchells & Butlers and its competitors;
changes in the cost and availability of supplies, key
personnel and changes in supplier dynamics; significant
fluctuaticns in exchange rates, interest rates and tax rates;
the availability and effects of fulure business combinations,
acquisitions or dispositions; the impact of legal and
regulatory actions or developments; the impact of the
European Economic and Manetary Union; the ability

of Mitchells & Butlers to maintain appropriate levels of
insurance; the maintenance of Mitchells & Butlers' IT
structure; competition in markets in which Mitchells & Butlers
operates; political and economic developments and currency
exchange fluctuations; economic recession; management
of Mitchells & Butlers’ indebtedness and capital resource
requirements; material litigation against Mitchells & Butlers;
substantial trading activity in Mitchells & Butlers' shares;
the reputation of Mitchells & Butlers' brands; the levet of
costs assaciated with leased properties; and the weather.

Other factors that could affect the business and financial
results are described in Item 3 Risk Factars in the
Mitchells & Butlers Form 20-F filed, on 16 March 2004
or in any subsequent year, with the US Securities and
Exchange Commission. The Company undertakes no
obligation to publicly update cr revise any forward-locking
statements whether as a result of new infarmation, future
events of otherwise.
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Turnover

£1560m Contents

Up 4% from £1,504m {2003)

EBITDA*

£393m

Up 5% from £374m (2003)

Operating profit*

£285m

Up 4% from £275m (2003}

Profit before tax*

£184m

Down 8% from £199m** (2003)

Net operating cash flow™**

£284m

Up £43m from £241m (2003}

Earnings per share*

22.2p

Up 21% from 18.4p** (2003)

Basic earnings per share

22.4p

Up 32% from 17.0p (2003)

Total dividend per share

9.5p

* Befare exceptional items.
** On a pro forma basis.
*** Before exceptional items and after
net capital expenditure,

1 Highlights

2 Ataglance

4 Chairman's statement

6 Chief executive’s review

8 Pubs & bars

12 Restaurants

16 Qur guests

18 Qur people

20 Social responsibility

22 Finance director's report

23 Summary financial statement
23 Auditors' statement

24  Profit and ioss

24 Cash flow

24 Balance sheet

25 Summary directors’ report
25 Corporate governance

26 Board of directors

27 Other members of the executive committes
28 Summary remuneration report
31 Investor information

32 Contacts

32 Financial calendar

ibc Glossary

The Pine Marten, Vintage Inns, Harrogate

The Pine Marten (pictured on the cover and above) is an excellent example of creative
investment and the diverse range of sites within the Mitchells & Butlers estate. Dating back
te 1828, this pub is a beautiful listed building, full of interest and warmth with its ornate
features, high ceilings, open log fires and inviting garden.




]

ighlights

Mitchells & Butlers is the leading operator of
managed pubs and pub restaurants with over 2,000
outlets in prime locations offering eating, drinking
and entertainment to our customers nationwide.

Turnover £m* Operating profit £Em*** Earnings per share p***
1,600 1,560 300 289 285 25
1504 275 275 922
1,500 1474 A2 240 20
18.4
1,400 1,394
180 15
1,300
120 10
1,200
1,100 60 5
1,000 o 0
01%* 02 03 04 01+~ 02 03 04 03 (pro forma} 04

Average weekly take per pub up 8% to £15.2k
Food and drink volumes up 7%

Net operating cash flow™ up 18% to £284m
Post-tax cash returns above 10%

*comparatives restated for the Amendment to FRS 5 **excludes Inns & Other, disposed of in 2001 ***pefore exceptional items
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At a glance

Evenly spread
across the country

Percentage of Group's UK retail sales
for the year to 25 September 2004

A Scotland F West Midlands

B Northern G East Midlands

C North West H East Anglia

D Yorkshire & I London
Humberside  J South East

E Wales K South West

Residential and High Street pubs

Residential 70%

High Street 30%

Freehold and leasehold properties

Freehold and long leasehald 83%

Leasehold properties 17%

pubs & bars

Individual pubs and formats! Soft brands?

607 outlets 450 autlets
Examples include: Examples include:
Deacon Brodie’s Tavern, Edinburgh  The Sun Inn, Barnes The Black Friar, London

restaurants

Individual pub restaurants!  Soft brands?

59 outlets 223 outiets

Examples include: Examples include;

The Saxon Mill, Warwick The Trout, Oxford The Bear’s Head, Sandbach
1. Individual pubs 2. Soft brands
Pubs and pub restaurants known Pubs which are known locally by their
exclusively by the local pub name. pub name but which also have some
These pubs retain their individuality and limited secondary branding, as a badge
character whilst being grouped together of endarsement, both externally and
with other pubs based on the type of internatly, for example on menus or
customer and occasion the pub serves. promaticnal material.
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A high quality, well balanced estate

The Pubs & Bars division includes the Group’s pubs that are more oriented towards
drink. Drink accounts for over 75% of total sales and food for less than 15%.

Hard brands?
260 outlets

Examples include:

Bulls Head, Astley Rising Sun, Whetstone London

The Restaurant division includes the Group's pubs that are more oriented towards food.
Food accounts for over half of total sales and drink for almost 40%.

Hard brands?
320 outlets

Examples include:

London Birmingham Birmingham Barnet

3. Hard brands

Pubs which are known exclusively by the
brand name and have external and internal
branding signals which are consistent
across all pubs within that brand.
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Diverse sales mix

2004 Sales

£1.56bn

H Beer

H Food

8 Soft drinks, wine & spirits
W Accommodation & other
W Machines

High average

weekly take
£15.2k
£6.8k
1994 2004

+ More than doubled
since 1994

¢ 3 times industry average



Chairman’s statement

Licensing Act 2003

January 2005:

Local Authorities publish Statement of
Licensing Policy setting out how they
intend to implement the Act

February 2005:

(1st Appointed Day)

Licence holders apply for the grant
of a new licence

Autumn 2005:
(2nd Appoirited Day)
New licences take effect

Changes to the existing regime

e Licensing autharity transferred to Local
Authorities from Local Magistrates

* Dual system of Personal and Premises
licences replaces all existing licences

¢ Opening hours no longer prescribed
by the Act

Local Authorities are required to take
account of views of interested parties

Impact on Mitchells & Butlers

* Many late licences on High Street
already, limited opportunity for
longer hours

* Possible benefit for residential pubs
fater in the week/at the weekend

* Additional costs in the dual running
period are estimated at £3m

| am delighted to report that

Mitchells & Butlers has produced very
good trading results this year, through
cencentrating its energies on generating
profitable sales growih and capturing
the associated purchasing and
productivity benefits. Despite some
significant external cost challenges the
Company has achieved strong growth
ir operating profits, earnings and cash
flows and the Board is confident that
we can continue to build on the progress
we have made in the coming year.

Last year, | highlighted my belief that
the management of Mitchells & Butlers
had been energised by independence.
It is very encouraging to be able fo
show further evidence that this is, and
cantinues to be, the case. The actions
we have taken to improve choice, value
and service for the custcmer have

all been driven by real managemeant
enthusiasm in delivering this strong
trading performance and keeping our
promise to shareholders.

We are also honouring cur commitment
o our pensioners with the injection

of a further £40m over the next three
years into the pension fund and
adhering to our policy of best practice
with the early adoption of FRS 17 for
pension accounting.

Following the successful securitisation
of most of our pubs in November of this
year, the business is fully supported

by a long-term financing structure with
interest costs fixed at attractive rates.
The terms of the securitisation have
been tailored specifically to provide

he flexibility to continue to pursue cur
growth strategy in the public equity
market. The refinancing also enabled
us to return £501m to our shareholders.

The Board is committed to the on-going
use of cash fiows to reward shareholders
as a key objective through re-investment
for high returps, the pursuit of value
creative acqguisitions, or return by way
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of dividend ¢r share buy back.

The commencement of a £100m
buy back programme, announced
with these results, is further evidence
of this commitment,

Corporate social responsibility
Mitcheils & Butlers is concerned about
afcohol-related anti-social behaviour
and is determined to ptay its part in
operating o appropriate responsible
standards in this area. We believe that
all retailers of alcohal should do so
responsibly in order to maintain the
safety of customers, staff and the wider
community. However, we do not believe
that an ‘Every Day Good Value' strategy,
as adopted by the majority of Mitchells
& Butlers’ pubs, encourages excessive
drinking or anti-social behaviour. We have
further tightened our operating guidelines
on the responsible operation of our outlets,
the sale and promotion of alcohal, our
under 18s pclicy, and our staff training
and development programmes. We were
pleased to have our efforts recognised
when Mitchells & Butlers was recently
credited as ‘Britain’s Most Responsible
Drinks Retailer’ by the Morning
Advertiser, an award presented by

the Minister responsible for Licensing,
Richard Caborn MP.

In September of this year, as part of an
industry wide initiative, the Company
announced a clear intent to expand its
no smoking facilities with segregated
and progressively reduced smoking
areas over the next five years. On

16 November the Government released
a White Paper, ‘Cheosing Health', in which
it proposed that smoking in pubs that
prepare and serve food should be banned
by the end of 2008 and that smoking at
the bar should be banned in all pubs.

We welcome the Government’s proposal
for a staged approach with four years to
prepare and a wide cansultation process,
although we do believe that the specific

 proposal could have adverse unintended

consequences. In particular, the enforced




specialisation between food and smoking
risks commercially incentivising more
pubs than the White Paper currently
anticipates, to remove food and retain
smoking throughout, other than at

the bar. As a resulf, we believe it is

in the interests of the pub industry

to constructively engage with the
Government during the consultations
to pursue improvements to the current
proposal, including permitting clearly
segregated smoking and non-smoking
rocms within pubs. We believe this
would better achieve the Government's
health objectives.

Whatever fina! form the legislation
takes, in the great majority of our estate
the priority will remain to continue to
develop the business to attract a wider
customer base, driving strong growth in
food sales in line with our expectations
of future demand.

The Board

Drummond Hall was appointed a
Non-Executive Director of the Company
in July this year. He is Chief Executive
of Dairy Crest Group plc, holds an MA
in Economics, has extensive consumer
marketing experience and has worked
at a senior level in the drinks industry.
Drummond’s appointment complemants
the experience of the other members of
the Board, which now consists of four
Executive Directors, four Non-Executive
Directors and myself as Chairman.

Our employees

| am grateful to all of our employees
for their dedication and hard work
over the last year. It is their focus and
determination in the front line of the
business that has enabled us to report
such good progress this year.

Current trading

The sales mementum reported in the
second half has been sustained in the
first eight weeks of the new financial
year with same outlet like-for-likes up
5.8% despite strong comparatives in

the prior year from the Rugby World
Cup and good weather.

The residential sectors of the market
continue to drive our growth with strong
volume gains in both our pub restaurants
and our local pubs and with same
outlet like-for-likes up 7.3%. The High
Street where same outlet like-for-likes
were up 3.1% remains competitive,
particularly in the late night segments,
however trading in our Central Landon
pubs has continued its strong recovery.

In the first eight weeks, our sales
initiatives have continued to deliver
profitable growth. Uninvested like-for-like
sales grew by 4.4% and gross margins
were broadly unchanged with food and
drink prices down by less than 1%.

Outlook

Mitchells & Butlers’ business is
increasingly focused on the long-term
growth of the informal, value for money,
eating and drinking-out markets in
residential areas where our pubs are
capturing a disproportionate share.

We have made a gocd start to the year
which gives the Board confidence in the
continuing success of our sales strategy,
our ability to overcome the cost pressures
that the business faces and the
generation of further growth in earnings
and cash flows in the year ahead.

The Board will continue to use the
cash flows generated to deliver value
to shareholders, through re-investment
for high returns, pursuit of value
creative acquisitions, or return by

way of dividend and share buy back,

Roger Carr, Chairman
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‘The Board is
committed to the
reward of shareholders
both through profitable
growth and the use

of the associated

cash flows.’

Roger Carr, Chairman

Mitchells & Butlers
honoured with
industry award

Mitchells & Butlers won the title of
‘Britain's Most Responsible Drinks
Retailer’ at the Morning Advertisar
Responsibte Drinks Retailing Awards
in November 2004.

The Company was recognised for
the following:

* Updated Alcohol and Social
Responsibility Policy, which
includes tighter guidelines
on the sale and promotion
of zlcchol

« Staff training and development
programmes




Chief executive's review

Mitchells & Butlers’
sales strategy

5 principal levers:

* Range:
improving the range of drinks and
menu items that we sell

* Service:
incentivising our staff to sell and te
offer great service

* Amenity:
offering a high quality pleasant
environment

* Price:
value pricing in association with
range extensions

* Added value activities:
creating an interesting reason to visit

Strong like-for-like sales performance
%

6 6.0
53
5
4.4
4
3.4
3
2
1
o L
H1* H2 H1* H2
Uninvested Same outlet

*32 weeks to include Easter in both years

In 2004, Mitchefls & Butlers has
delivered strong like-for-like sales growth
of 5.6 % (3.8% on an uninvested basis),
returns on cumulative investment of 15%
and a 21% increase in pro forma earnings
per share. Growth has been achieved by
a clear focus on the key elements of our
pub retailing strategy, generating value
for shareholders through:

+ Owning and aperating approximately
2,000 of the highest quality, highast
taking pubs in the industry. Qur
managed pubs generate average
weekly sales of £15.2k, up 8% over
the year and more than three times
the industry average.

Developing and evolving some of

the strongest consumer brands and
formats in the industry. These are
aimed at the fastest growing segments
of our markets. In particular, food

now represents almost 30% of sales
compared with 11% z decade ago.

Enhancing our offers to appeal to

a broader customer base through
increased levels of training and service,
a wider product range and improved
value. As a result, average retail prices
were 2% lower and same outlet food
and drink volumes were up 7%.

Extracting the profit benefits of an
estate of large individual sites and
over £.1.5bn of sales. These outiet
and corporate level scale economies
have enabled the delivery of

strong gains in staff productivity,
purchasing cost reductions and
support cost efficiencies.

Maintaining an efficient balance sheet
structure to create more value for
sharehclders. As the Group grows its
sales and profits, higher cash returns
are generated and as pub assets

are valued as a multiple of their cash
flows, the improving performance
drives asset appreciation which

can be released for shareholders.
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Profitable sales growth

Over the course of the year, our

sales growth has continued to build
momentum. We have achieved strong
sales growih and significant market
share gains. Our value based pricing
strategy has delivered further growth
in uninvested like-for-like gross profits
{sales less cost of goods before
operating costs), a key measure of
profitable retail sales performance.

Purchasing gains

The resilience of gross margins reflects
the henefits of growing sales volumes

in providing further opportunities for
reducing the unit cost of the products
that we buy. During the year we achieved
a reduction in the unit cost of goods of
over 2%, despite the contractual increases
arising from our legacy drinks contracts.

Productivity gains

Al ine operating cost level, the ability 1o
improve the productivity of our 37,000
staff has been crucial to offsetting
£15m of external costs, largely driven
by employment regulation. Volumes
served per staff hour worked improved
by 3%, a measurable reflection of the
efficiency gains from volume growth.
This was a critical factor in the
resilience of net operating margins
which were maintained above 18%.

Focus on operating pubs with high
weekly sales

Mitchells & Butlers has seen increasing
benefits from the intensive restructuring
of the estate towards assets with the
potential t¢ gain from favourable market
growth trends. Operating large scale
pubs in the right locations has been a
prerequisite of our ability to pravide the
quality of amenity and service and the
range of products at good value prices
that today's customers demand.

To meet this demand we are constantly
developing our operating skills in the
capacity management of kitchens, bars
and serve times to deliver high service
standards at peak trading periods.




Capturing the growth opportunities:
Brands and formats

From this essential platform of estate
quality, the development and evoiution
of the customer appeal of our brands
and formats is key tc attracting new
customers and encouraging existing
ones to visit with greater frequency.

Same outlet like-for-like sales were

up 6.6% in the 70% of our pubs in
residential areas. This growth is being
driven by our five key brands in this
sector: Harvester, Toby Carvery and
Vintage Inns in pub restaurants, and
Ember Inns and Sizzling Pub Co, high
quality locals with significant food
sales. They each provide clear and
differentiated consumer appeal based
on their informal food and drink offers.

The balance of supply and demand

in the residential areas has been
increasingly faveurable. This reflects
the fall in overall industry expansicnary
investment to less than one quarter

of the peak levels of the fate 1990's.

Social and lifestyle trends are benefiting
well positioned pubs. With food volumes
up 8% for the year, we are increasingly
attracting families, dual-working couples
and single households, who are locking
to eat out as an every day convenience
in their neighbourhocds. This is a result
of more pressurised lifestyles and the
improvement in the quality and value

of pub food.

in the 30% of the estate in the High
Street, same outlet like-for-likes were
up 3.4%, a substantial cut-performance
in a highly competitive market. This
resulted from three key factors: the
customer differentiation of our sector
leading brands such as All Bar One,
Flares and O'Neill's; a clear pricing
strategy of every day good value; and
lastly our ability to take advantage of
the recovery in the central London
market in the second half.

Expanding the drinks range

As our legacy contracts for drinks
supplies gradually expire, we are able
to significantly improve our drinks range
and sales volumes. Beer volumes were
up 4%, underpinned by improvements
in the range of premium, often imported,
lagers and a widening of the regionat
cask ale range. Our non-beer drinks
volumes have grown by 10%. In wine,
volume growth has been accelerated

by the development of own label wines
directly sourced from the vineyards,
while soft drinks’ growth has particularly
reflected the successful expansion of
our fresh fruit juice range.

Investment in our estate

Our expansionary investments have
generated attractive incremental returns
before tax of 15%. The investment has
been focused on the residential estate
and the development of the key food
crientated pub and pub restaurant
brands. To generate more profits from
our sites, we have continued to expand
our Innkeeper’s Lodges aiongside our
pubs where appropriate. We now have
some 3,800 lodge rcoms across the estate.

The benefits of focus

Continued profitable growth in the first
full year since the demerger reflects
the benefits of operating focus, and

a reborn pub identity for the business.
We are well positicned in the new year
to continue to make profitable market
share gains, Qur approach 1o improving
customer vaiue should leave us well
prepared to respond to any slow-down
in consumer spending and continuing
supermarket price competition. | would
like 1o thank all our employees for the
enthusiasm and commitment with
which they are executing our strategy
to out-perform by delivering real service
and real value to our customers.

Tim Clarke, Chief Executive
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‘Strong growth in both

food and drink sales
and significant market
share gains, coupled
with our new financing
structure, has enabled
us to grow earnings
per share by 21%.’

Tim Clarke, Chief Executive

Operating profit movement £m

Trading SCPD

+£21lm -£1m
FY 04 £285m
External +£10m
costs
Fyoz —em £275m
Support
costs
+£5m
(//\\] £260m

For further shareholder information
on Mitchells & Butlers, log onto
our website
http:/fwww.mbplc.com/investors




Pubs & bars

Red Lion, Ember Inn, Coventry: Quiz Night

Ember is going from strength to strength, with 170 pubs across the country. Ember is a group of local suburban pubs which appeal particularly
ta professional people of all ages. The design of the pubs creates a ‘home from home’ feel with a central focus on the fireplace, in addition to
comfortable sofas and armchairs. Itis predominantly drinks-led, but supported by an attractive focd offer. Its menu is extremely successful

due to its broad appeal. Its recent ‘Lagers of the World® promaticr: operated over several weeks, offering an exciting selection of imported
draught lagers from around the world. Furthermore, Ember’s cask ale festivals have become an institution.
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Under the leadership of Managing
Director, Mike Bramley, the resolute
drive far results has filtered throughout
the Pubs & Bars division, culminating
in a year of profitable growth, effective
asset management and a commitment
to training and development across
the business. Three key business
imperatives have been of strong focus
over the past year, and will ensure

a successful financial year ahead.

Increasing importance of food

The number one priority of the division
is profitable like-for-like sales growth.
Mike Bramley balieves that ‘driving
profitable sales growth through
volume growth is the key to longevity
in the marketplace’. Although drink
represents a significant propoertion of
sales, food is playing an increasingly
important role. This is particularly
apparent in residential areas where
guests are seeking great value

food and drink offers delivered with
great service in a welcoming focal
pub environment. Qur mission is

to ensure that each of cur pubs are,
quite simply, the best in the locality,
attracting an increasing number

of guests who are mativated to return
time and time again.

‘Guests are seeking great
value food and drink offers
delivered with great service
in a welcoming local pub
environment.’

Providing value, choice and service
The second business imperative has
been to continue to evolve our consurner
offers. We recognise that it is essential
that we provide our guests with value
and choice, choice in terms of product
and choice in terms of price. For example,
supported by well-executed marketing
programmes, we have broadened our

product range, extending the scope of
drinks on offer and evolving our food
menus, with a range of price points for
both to suit the needs of our guests.

The unwinding of our existing supply
centracts has enabled us to introduce
a greater range of draught beers,
including premium lagers and cask
ales. We have also made great strides
in wine, which has grown significantly
over the past year, driven by our
varied, accessible and weli-marketed
range. Going forward we will continue
to evolve our offers to give our guests
even maore choice.

The Pubs & Bars division continues to
focus an the training and development
of its people and on raising service
standards. Several initiatives linked to
service delivery have been introduced
across the business, for example a
comprehensive guality serve training
initiative, and a significant number of
training programmes have taken place
across our pubs in residential areas.

Investing to keep amenity levels high
The third area of focus of the Pubs

& Bars division has been to drive
superior returns through continued
capital investment in our brands and
individual pubs and formats.

This year, O'Neill's celebrated 10 years
of success, a model of a differentiated
and successful brand on the High Street.
We have aiso continued to drive
forward our btrands in the local
communities, particularly Sizzling Pub Co
with 31 conversions and Ember with
11 conversions during the year. During
the year we continued to build upon
the Metropolitan Professicnals format
and plan more conversions in the
year ahead.

We are committed to continuing
our programme of maintenance and
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‘Driving profitable sales
growth through volume
growth is the key

to longevity in the
marketplace.’

Mike Bramley, Managing Director,
Pubs & Bars division

Total sales up

4.6%

From £873m (2003} to £813m (2004}

Same outlet like-for-like sales up

4.6%

Operating profit up

1.7%

From £177m (2003) to £180m (2004}




Kings Highway, Arena, Quinton, Birmingham

The heart of Arena pubs is local communities, local events and big screen sport —
the core of which focuses on weekday evenings and weekend events. Activities include
disco party nights with music from the 70s through to the 90s, quizzes, karaoke and five

music from duos and popular tribute bands.

Flares, Warringten

The funkiest, grooviest 70s pubs, Flares
are open late for drinking, dancing and
having fun with the best in 70s music
for a great night aut.

refurbishment, keeping our amenity
levels to a high standard, and ensuring
a solid return on investment. This
commitment fully supports a virtucus
circle of volume growth through value,
service and amenity leading to more
customers using our pubs, increasing
sales and allowing us to invest further
in these qualities. This philosophy
enables the division to differentiate
itself from the mass ranks of ccmpetitors
and become first chaice for our guests.

Exceptional performance

in a difficult market

The performance of our pubs and
bars located on the High Street and
in London has been exceptional given

A selection of ales

The range of ales available throughout the
business is increasing to reflect regional
taste variations.

Prince of Wales, Metropolitan Professionals pubs, Notting Hill, London

A group of unbranded, individual pubs, Metropolitan Professicnals pubs pride themselves
on design regeneration whilst progressing the drink and food offer. A wide selection of wine,
speciality draught and bottled beer, and premium spirits are complemented by a delicious

cooked to order menu.

‘This philosophy enables the
division to differentiate itself
from the mass ranks of
competitors and become first
choice for our guests.’

the difficult market. This is, in a large
part, due to our well defined and
powerful brands and formats, such as
O’Neill's and Flares, combined with our
relentless focus on value and service,
delivered through great, well-mctivated
and committed people. Mike Bramley
believes the business is very well placed
to take advaniage of the cyclical
recovery in the London economy.
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The year ahead

Going forward, the Pubs & Bars
division will continue to evolve and
build upon its powerful brands and
formats to drive sustainable long-term
growth. Put simply, more and more
people will chaose to visit and return
to one of Mitchells & Butiers’ pubs
and bars as their first preference.




Vesper Gate, Sizzling Pub Co, Leeds

Sizzling Pub Co opened its 150th pub mid-way through the year, and there are now just under 160 in the estate. The driving force for next year
is a focus on ‘sizzling service', as well as sizzling food. Its trademark of sizzling steaks on hot skiliets is complemented by the ingredients of the
great local: excellent service and individual community activity. An updated menu has just been launched. We are significantly adding to the
range of regional ales which have broad appeal to the local market, along with the premium and standard lager range which is second o none.

Range development

As our existing supply contracts
unwind, we are able to introduce a
greater range of lager and ale across
the business. We have used the
combination of range enhancements
and a spectrum of price points in
arder to ensure customers have

the optimum choice available.

Customers can now choose from a

selection of session lagers or a wide
range of premium beers, according
to taste and price.
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For example, the promgtional poster
(pictured left) used in many of our
Town Pubs and Classics pubs
demonstrates a wide range of
products and price points within one
category to suit all customers’ tastes.

This principle carries through to
other categories, such as spirits,
wine and soft drinks.




Restaurants

Harvester, Sovereign Harbour, Eastbourne: Early Bird promotion

Voted Britain’s Favourite Restaurant Chain by Marketing Week, and ncw in its 22nd year, Harvester continues to be a power to be
reckoned with. Quality food and prompt personalised service wrapped in an excellent value offer ensures Harvester continues to appeal
to families of all ages. The pub is firmly at the heart of the business, ensuring that a warm convivial atmosphere is coupled with country-
style eating. The Early Bird Offer and famous Salad Cart continue to be leading favourites for customers.
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The commitment of Tony Hughes,
Managing Director of the Restaurants
division, to ensuring profitable sales
growth, combined with his dedication
to training and development for teams
at every level, has created a platform
for success and an environment for
the business to flourish.

Three business priorities have
contributed to the division’s success
over the past year and will continue
te be the guiding principies for the
forthcoming year.

Attention to detail

The first principle is to be “brilliant

at the basics', having ihe best sites,
the best brands and the best people.
Being the best is dependent upon an
unwavering commitment to quality
and attention to detail, and it is its
cultivation throughout the business
that ensures success. Attention to detail
in our business extends from ensuring
our beer is served in the appropriate
glass at the correct temperature
through to ali menu items cooked to
perfection with superb presentation.

An excellent and expanding
expectation of our people’s ability
The second guiding principle is the
deep commitment to investing in the
teams working within the Restaurants
division. Tony Hughes describes this
philosophy as having ‘an excellent and
expanding expectation of our people’s
current ability and future potential’.

An experienced, highly capable team
Culture is very important and

the principles of worthwhile work,
achieving goals and cheering each
other on continue to thrive in the
Restaurants division. Moregver, there
exists a wonderful continuity of
management within the Restaurants
division team, which further enhances
a platform for innovation. The average

length of experience of the operational
management team is well over

10 years. Tony Hughes feels this
stahility ‘demonstrates not only the
experience and capability of the team,
but points to their inherent knowledge
of the business and ability to almost
read each other's minds!’

‘It demonstrates not only the
experience and capability of
the team, but points to their
inherent knowledge of the
business and ability to almost
read each other's minds!'

A focus on training and development
Creating the best leams starts with
recruitment. The division believes
that if it recruits people with a great
attitude, sharp appearance and
winning persaonality then the technical
skills they need to help them flourish
and develop a career within the
business can be developed. As a
result, the business has a strong
focus on training and development.
All Directors and General Managers
within the Restaurants division are
qualified leadership coaches, armed
with skills to facilitate training for their
own teams.,

‘We are focused on individual
businesses and what makes them
run successfully are the people.
The frontline people who generate
the income are the important ones.’

Exceeding the industry benchmark
The third principle is to measure
success in terms of like-for-like or
comparative growth.

The business thrives on the challenge
of exceeding the benchmark set for
itself — to push beyond its competitors
and measure itself against its own
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‘We are about the
best sites, the best
brands and the best
people being ‘brilliant
at the basics’.’

Tony Hughes, Managing Director,
Restaurants division

Total sales up

4.4%

1.0%
8.3%




Own label wines

Over the past year, Mitchells & Butlers has
successfully launched three own-label wines
across the business, sourced direct from growers.

Harvester, Sovereign Harbour, Eastbourne

Harvester Pub Restaurants are famous for flame grilling, spit-roasts and the unlimited
help-yourself salad carts. Freshness and seasonality is captured in a relaxing country
farmhouse atmosphere where friendly service gives guests a great meal experience.

The Albany, Vintage Inns, Thames Ditton

Vintage Inns are a collection of characterful and comfortable
country inns with modern food and a range of high quality beers
and wines. Each pub restaurant has its own character and style,

innkeeper's Lodge, Derby
Innkeeper’s Lodge provides accessible budget accommedation
in convenient locations, adjacent to our Harvester, Tohy Carvery
or Vintage Inn restaurants.

excellent standards. This principle
carries through not only for measuring
sales and profit performance, but also
service and operational standards
through mystery guest scores.

‘Continuous improvement is inherent
in this principle and it means

that every Regional Manager and
Licensed House Manager is in control
of achieving their targets. The goals
are very clear, enabling absolute focus
and flawless execution.’

Like-for-like sales are in growth
and there is relentless emphasis on
mystery guest performance across
the business.

restored using traditional and reclaimed local materials.

‘The business thrives on the
challenge of exceeding the
benchmark set for itself — to
push beyond its competitors
and measure itself against
its own excellent standards.’

Ensuring our brands remain relevant
Finally, the business recognises the
need to evolve its brands tc ensure
each remains relevant 1o its target
consumer groups. All Bar One

has been leading the way.

Having established itself as classic,
cosmopolitan bars with a fantastic
selection of wines, the brand is
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broadening its range of authentic,
continental draught lagers and beers.
This is in recognition of the growth in
continental travel having influenced
the tastes of young professionals - the
brand’s core target market. However,
as with all brands in the Restaurants
division, it remains a priority for the
offer to be accessible.

The aim across the business is

to create a feeling and atmosphere
of inclusiveness. This means
continuing our commitment to
friendly, knowledgeable service
and products of excellent quality.




Toby Carvery, Snaresbrook, London

The ethas behind Toby Carvery is excelient value for money, where customers can fill their plates from a traditional carvery, choosing from
a selection of hot reasts including rib of beef, Norfolk turkey and gammon, and a range of fresh vegetables and potatoes. Combined with
friendly service, Toby is the perfect destination for a traditional and sociable family meal.

Every day good value

Our pricing philosophy is to
offer every day good value
across all Mitchells & Butlers’
menus. We use price as a key
lever to drive high volumes, and
ensure that all our brands offer
excellent value for money.

For example, Toby Carvery has
nearly quadrupled covers to
well over 2,000 meals per
week since 1996, reducing
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the average price of a carvery
meal to under £7.00 (menu
shown left). In fact, a meal in
a Toby Carvery is cheaper now
than it was 10 years ago.

An additional key part of the
pricing strategy is extending the
range of prices and menu items
to reftect different occasions,
from a low-price lunch break
to an evening celebratory meal.




]
Our guests

Responding to customer needs

The sales growth Mitchells & Butlers enjoys is driven by a continuous process of offer development and evolution, and widening the
appeal of our pubs to cash rich/time poor guests. They want a high quality experience at excellent valug in convenient locations.
The breadth of the estate allows our brands to target key consumer groups across the UK, ensuring each cf our brands has a strong,

sustainable and differentiated brand position.
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The market for eating and drinking-out
is commonly characterised as large
and in gentle growth. In fact, this
market consists of a number of different
sub-sectors which are changing
rapidly. Our marketing strategy can

be summarised as applying our
general philosophy of offering ever
better service and value to each of our
chosen sub-sectors in an appropriate
and timely way to take advantage of
these shifts.

Good quality, informal food and drink
We have continued to see growing
demand for casual, cheap eating and
drinking. The ever larger middle market
of the UK is now enjoying high levels

of affluence and full employment.

High employment levels also mean that
all adult family members are working,
leaving little time to cook. Fast food

ne longer adequately meets the needs
of these guests because it offers only
cheap prices and fails to deliver food
quality, service or amenity. [n contrast
the pub is well placed to offer good
quality, informat food and drink in a
pleasant atmosphere at value prices.
Sizzling Pub Co is an excellent example.
Over the year we have continued to
expand the business, which now stands
at just under 160 pubs, and food and
drink sales grew 3.5% in the year.

In addition, we have opened a further
11 Toby Carveries this year, growing
spend per head and selling over 2,000
meals per week.

Quality food in stylish surroundings

We also see growing demand for high
quality focd and drink in stylish, yet
still informat surroundings. This growth
is instigated primarily by two groups:
the affiuent retired and high-income
families who have migrated from the
cities to the wealthy dormitory towns.
Vintage Inns and Ember Inns serve this
market. Across the 206 Vintage Inns,
we have further enhanced the manu

and grown spend per head on food by
4.3% this year. Ember inns now stands
at 170 pubs and has grown sales
through a number of menu changes,
increasing spend per head on food

by 3.9%, in addition to broadening

the drinks range. We have also opened
a number of individual pubs that cater
to the tastes of high-income families.

Changing consumer tastes
Meanwhile, the phenomenon of
young professionals cheosing to live
in the city centre has grown further in
London and is spreading to the major
provincial cities. This has led to a shift
in tastes characterised by demand for
maore sophisticated drinks and better
value. We have introducad a range

of premium-imported lagers such as
Kuppers Kolsch {Cologne), Erdinger
Weiss Bier (Bavaria} and Paulaner
(Munich), and we have rolled out an
enhanced range of cask beers across
the country. We have added fresh fruit
juices, which now comprise just under
2% of our drink sales. We have
introduced 280 new labels of wine
across the businesses, growing our
volume of bottle wine by just under
18% this year. Finally, we have
capitalised on the return to favour

of traditional spirits by increasing our
volume sales by 22%. Overall 8.5% of
drinks sales come from products that
were not sold in Mitchells & Butlers

a year ago. These moves have grown
the market share of our managed
houses by 0.2%, despite a reduction
in the average number of pubs across
the estate.

Looking forward, we anticipate a
continuation of the rapid changes in
the nature of consumer demand, and
remain committed to maximising the
opportunity they will present through
our targeted and distinct initiatives,
individual to each of our brands.
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‘Our philosophy is

to offer ever better
service and value

to each of our chosen
sub-sectors.’

Adam Martin, Marketing Director
Member of the Executive Committee

Mitchells & Butlers
Drink trends

+2.5%

Total drinks value

+7%

Total drinks volume

+5%

Draught beer

Lo
Draught soft drinks + 8 /0

Wine + 9%

Food trends

+7%

Total food sales

+9%

Total foed volume growth

Total like-for-like
cover growth

+6%
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Our people

Training and development

Training and develocpment of our people is a key priority at Mitchells & Butlers, from the 'Stepping Stones' programme, which new
members of bar staff complete during their first six weeks, to more advanced programmes for Licensed House Managears such as the
British Institute of Innkeeping’s (BII) National Licensee Certificate, to personal development courses available to employees across the
Company. We have a commitment to ensure our staff are properly trained and given the tools they need to succeed in their job.
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With over 35,000 retail staff nationally,
Mitchells & Butlers is commitied

to comprehensive training and
development programmes to maximise
the ability and potential of all of cur
peopie. Each member of retail staff
receives an extensive programme of
training through our ‘Stepping Stones’
scheme. This provides education on
the legal requirements of their role,
including their responsibilities not

to serve under 18s nor those who

are intoxicated.

Licensed House Manager programmes
require compulsory completion of the
British Institute of Innkeeping’s (BII)
National Licensee Certificate, which

is the recognised national qualification
in the licensed trade and a core element
of our risk training. Mitcheils & Butiers
is recognised by the BIl as a leading
provider of training and is licensed
accordingly to deliver the training
in-house. Furthermore, all Licensed
House Managers appointed this year
have successfully completed their
Certificate in Retailing Management.

Developing skills and knowledge

to support our husiness objectives
The business challenges for the
year ahead include maintaining

and improving our productivity and
continuing to build upon our success
in food sales growth. Innovative strides
have been made in creating efficient
rostering to ensure we have the right
people in the right place at the right
fime. We are trialling a commission-
based pay scheme to ensure our
rewards are more closely aligned with
individual performance. Furthermore,
we have made a commitment to
developing skills and knowledge

on food, from interactive training

to education and selling. Dedicated
Food Innovation Centres in Hemel
Hempstead and Watford ensure senior
operators and area managers are fuily
trained on new menus so that they in

turn can train the front line staff in
their businesses.

Improved employee satisfaction

We are pleased with the results of our
latest Corporate Employee Satisfaction
survey, with improved scores overall
against the previous year. The response
rate improved by 16% on the previous
year, and the comprehensive survey
aggregate score increased by 6%. Overall
strengths noted were clear company
and team objectives, support from
managers and colleagues and effective
channels of communication. 89% of the
employees surveyed would recommend
Mitchells & Butlers as a place to work.

Facilitating flexible working

We see the availahility of flexible
working across Mitchells & Butlers as
a contributor to a higher level of staff
satisfaction, due to its assistance in
achiaving a wark-lifs halance. 48% of
the corparate population is ciassed as
mobile based; the fiexibility afforded by
mobile working is widely accepted as a
key elermnent in attracting and retaining
employess. 84% of our retail empioyees
work part-time, while 35 corporate
employees either work part-time or
work in a job share. Also, flexibility
of start and finish times has been
introduced together with flexible holiday
benefit, allowing corporate employees
the ability to successfully integrate
work with their other commitments.

Planned career development

Clear communication of career
development opportunities within
Mitchells & Butlers has also been a big
priority over the past year. This entails
an integrated succession planning
process where every employee receives
performance reviews and perscnal
development plans. Furthermore,

our business franchise outlets provide
an excellent route for Licensed House
Managers who are keen to develop
their entrepreneurial skiils.
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‘Mitchells & Butlers

is committed to
comprehensive training
and development
programmes to
maximise the ability
and potential of all

of our people.’

Bronagh Kennedy, Company Secretary
HR Director and General Counsel

Flexible working

e 48% of corporate population is classed
as mobile based

» 34% of retail employees work
part-time

Career progression

» We aperate an integrated
succession planning process
where every employee receives
performance reviews and personal
development plans

s 93% of Licensed House Manager
positions filled internally

* 90% of Assistant Licensed House
Manager positions filled internally

For further information on
Mitchells & Butlers’ careers,
log onto our website
http://www.mbplc.comicareers
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Social responsibility

A responsible operator

Mitchells & Butlers is committed tc operating responsibly and providing safe, welcoming environments, which neither condone nor
encourage excessive drinking, for all of our guests to enjoy. We actively encourage widespread membership by our managers in
Pubwatch schemes, community-based crime prevention schemes organised and run by licensees. We support Crime and Disorder

Partnerships and aim to participate fully in loca! initiatives against irresponsible drinking and its related effects, as outlined in the
Government’s National Alcohal Harm Reduction Strategy.
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Mitchells & Butlers is committed to
raising awareness of social responsibility
issues and premating goed practice
across every level of our business, under
the direction of the Board. We operate
to a Code of Business Conduct acting
as a guide to all Company employees
requiring that they act honastly and
impattially in their dealings with all
stakeholders. We feel, as a leading
member of the pub industry, it is
important to be a responsible operator
through setting clear policies ang
training staff in their delivery.

Strengthened Alcchol and Social
Responsibility Policy

Corporate Social Responsibility underpins
our business. The issues of irresponsible
drinking and its impact on anti-social
behaviour have been drawn to the
public attention recently.

Mitchells & Butlers has been very keen
to ensure that we play a full part in
tackling these issues. Therefore, we
have reviewed our existing Alcohol and
Social Respensibility policy (introduced
in 2000), and have further strengthened
it to give tighter guidelines on the sale
and promotion of alcohol, and staff
training and development programmes,
demonstrating our lcng-term commitment
to responsible retailing.

We are members of The Portman Group,
an organisation that exists to promote
sensible drinking, and we participate in
various of their initiatives to tackle issues
such as under-age drinking, drink
driving and irresponsible drinking.

Positive feedback to Under 18s policy
Voluntary identification card schemes,
such as The Portman Group ‘Prove [t
kits, are available in many of our outlets,
for the convenience of younger guests.
We have recently developed and
communicated our Company Under 18s
Policy in the form of our Challenge 21
campaign, an initiative which supports
and educates our staff in the difficulties
of identifying under-age guests. This is

not an over 21s only entrance palicy;
instead, we ask our staff that if they
believe a guest may be under 21,
then they should ask for ID.

We have received very positive feedback
from both police and licensing officers on
the initiative and at their request we have
also made available Challenge 21 posters
to other companies as a way of helping
them to tackle the under-age issue.

Active in the local community
Compared with some other industry
sectors, our environmental impact

is relatively low, but we do take our
envircnmental responsibilities seriously.
This year, we were recognised at

the National Transport Awards for

the Provision of Travel Information,
informing our corporate employees
about using alternatives to their cars
to commute to the office. Over 150
employees are now using alternative
transport methods. Furthermore, we
operate glass bottle recycling initiatives,
and we are making continuing progress
in energy and water saving.

We encourage our individual businesses
to be good neighbours and support
their lccal communities. This year, our
24th supporting the City of Birmingham
Symphony Orchestra (CBSO), we
sponsored the launch of CBSO on
the Road, a variety of concerts by the
CBSQO in community venues such

as libraries and village halls. We also
support a wide range of charities,
partly through denaticns and also by
encouraging activity in our pubs, bars
and restaurants. Qur ‘Heart of the
Community Pub cf the Year Award’
has been launched to reward and
recognise a pub that has not only been
a successful fundraiser, but has also
benefited the community in which

it trades. We feel it is important to
encourage and recognise the hard
work which helps establish and build
the reputation of Mitchelis & Butlers in
the communities in which it operates.
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‘Britain’s Most Responsible Drinks Retailer’,
Marning Advertiser Responsible Drinks
Retailing Awards

Responsible drinking

Gur Alcchol and Sacial Responsibility
policy, first published in 2000, has
now been updated to include even
tighter guidelinegs on:

* the responsibie operaticn of our outlets
* the sale and promotion of alcohal
* our under 18s policy

¢ our staff training and development
programmes

Smoking

Whilst the consultation process on
smoking in public places, as outlined
in the Government’s White Paper,
‘Chogsing Health' is underway, we will
continue with our industry-supported
policy on smoking. It includes:

* a ban on smoking at the tar from
December 2005

¢ 3 progressive policy of expanded
no smoking areas culminating in
80% of trading space becoming
no smoking over the next five years

Healthy eating

All of our menus provide a good
range of choice, including lighter
dishes. Some examples to encourage
healthy eating include:

+ fun, healthy options on the children’s
menus in Harvester

* unlimited trips to the Salad Cart
in Harvester

¢ unlimited fresh vegetables in
Toby Carvery

For further information on

Mitchells & Butlers’ social responsibility,
log onto our website
http:/fwww.mbplc.com/responsibility



‘The business has
generated post-tax
cash returns of over
10% and, with the
refinancing, 21%
growth in earnings
per share.’

Karim Naffah, Finance Director

Earnings per share (pro forma)

22.2p
up 21%

Total dividend per share for 2004

9.5p

Post-tax cash returns above

10%

For further shareholder information
on Mitchells & Butlers, log onto
our website
http://www.mbplc.com/investors

Finance director’s

report

Mitchells & Butlers is delivering strong
trading results and cash flows from a
sales-led strategy and proactive asset
management. During the year, the
business generated £323m of EBITDA,
grew earnings per share by 21%

and produced post-tax cash returns
above 10%.

Our main financial objective is to
maximise our cash returns above the
cost of capital. To achieve this, our
management actions are focused on
four key levers of financial performance
and we have made good progress on
all fronts during the year:

Driving the profitable sales
performance of our pubs

We measure the success of our sales
strategy primarily by the growth in
like-for-like gross profits for those pubs
that have not received invesiment
above their normal maintenance cycle.
Buring the year, our profits on this
measure were up by 3%.

Investing for high returns

We prioritise our expansionary
investment on pub conversions and
new site acquisitions that generate high
returns on incremental capital. We are
achieving an incremental return of over
15% before tax on this investment over
the last two years.

Making value creative disposals

We evaluate on a pub-by-pub basis the
disposal option compared to the on-going
trading value. During the year, we realised
£51m from disposals, often to buyers
planning an alternative use for the site.

Maintaining an efficient

financing structure

At the start of the year we implemented
a securitisation of the majority of our
pubs, raising £1.9bn of long-term debt
at a post-tax interest cost fixed at 4.2%.
This enabled a return of £501m to
shareholders making the balance sheet
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more efficient, whilst preserving
appropriate flexibility to develop the
business. Net debt at the year-end was
£1.63bn, eguating to 4.2x EBITDA.

The Company continues to own its
properties and shareholders refain
therefore, the potential benefit of
longer term asset appreciation in
addition to the annual returns that
the pubs generate.

The Board is recommending a final
dividend for 2004 of 6.65 pence, up
18% on the prior year, making a total
for the year of 9.5 pence per share.
The Board intends to adopt a
progressive dividend policy in the
future, consistent with the medium-term
growth prospects of the Company.

Following the actuarial valuation of

the pension funds, the Company has
agreed to make additional contributions
of £40m over the next three years,

in addition t¢ the remaining £20m
committed at the time of the refinancing.
This will help to reduce further the
Company's future liabilities in respect
of the deficit in the funds, which stood
at £167m at 31 March 2004 on an
on-going actuarial basis. The next
actuarial valuation is due in 2007.

In view of the strong trading performance
and cash generation of the business,
the Board has decided to commence

a share buy back programme designed
to repurchase £100m of the Company’s
shares during the course of the 2005
financial year. The buy back further
demonstrates the Board's commitment
{0 the maintenance of an efficient
balance sheet through the effective
deplayment of cash in the best interests
of shareholders.

Karim Naffah, Finance Director




SU m ma ry ﬂ na nCIa] State ment for the 52 weeks ended 25 September 2004

The Summary Financial Statement is
shown on page 24.

Total sales were £1,560m, 3.7%
ahead of last year. Sales growth
remains strongest in the residential
sectors of the market, led by high
food sales growth. Our High Street
businesses continued to gain share in a
competitive market, and take advantage
of the recovery in Central London.

Sales activity has focused on widening
the consumer offer by extending the
range of food and drink and managing
the product mix to maximise volume
and overall profit contribution. This
has enabled us to offer better value

to consumers, with the average price
of food and drink down approximately
2%, and coupled with the negotiation
of improved terms from suppliers, to
achieve gross margins broadly in line
with last year.

Outlet employment costs were hetd at
24% of sales despite 3 7% increase in
the National Minimum Wage. Actions
taken last year to reduce support costs
contributed an incremental £5m of
savings. As a result, operating profit for
the year, before operating exceptional
items, was £285m, 3.6% shead of

last year.

Sales in Pubs & Bars were £913m,
4.6% ahead of last year with growth
remaining strongest in the residential

Statement of the independent auditors

We have examined the Group's
Summary Financial Statement for the
52 weeks ended 25 September 2004
which comprise Summary profit and
loss account, Summary cash flow,
and Summary balance sheet.

This report is made solely to the
Company's members, as a body, in
accordance with Section 251 of the
Companies Act 1985. To the fullest
extent reguired by the law, we do not
accept or assume responsibility to
anyone other than the Company and
the Company's members as a body,
for our audit work, for this report,

or for the apinions we have formed.

Respective responsibilities of
Directors and auditors
The Directors are responsibie for

segment, led by Sizzling Pub Co and
Ember Inns. Seventy-eight conversions
were completed. Despite the intensity of
competition in the High Street and the
increase in employment costs brought
about by the National Minimum Wage,
net operating margins were only 0.6%
points below last year and operating
profits were £180m.

Sales in the Restaurant Division were
£641m, 4.4% ahead of last year
reflecting particularly strong trading by
the pub restaurant brands. Nine new
pubs opened, including eight Vintage
Inns. Seventeen pubs were transferred
to the Pubs & Bars division where the
demographics around the pub mean
that it is now better suited to a more
drinks-ted offer. Sales growth, coupled
with labour productivily improvements,
resulted in cperating profit 8.3% zhead
of last year at £104m.

The net interest charge for the year

was £101m, before an exceptional cost
of £2m relating to the previous bank
facility. This is £25m higher than the
pro forma charge for last year, reflecting
the higher level of net debt in the Group
following the refinancing and return of
£501m of cash to shareholders.

The effective tax rate was 32.4%,
compared to 32.3% on a pro forma
basis for the prior year. Including the
effect of excentional items, the effective
tax rate was 31.3% compared to last

preparing the Annuzl Review and
Summary Financial Statement in
accordance with applicable law,

Qur responsibility is to report to you

our opinicn on the consistency of the
Summary Financial Statement within the
Annual Review and Summary Financial
Staternent with the full annual accounts,
Directors' Report and Directors’
Remuneration Report, and its compliance
with the relevant requirements of
Section 251 of the Companies Act 1985
and the regulations made thereunder.
We also read the cther information
contained in the Annual Review and
Summary Financial Statement and
consider the implications for our report
if we become aware of any apparent
misstaterments or material inconsistencies
with the Summary Financial Statement.
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year’s rate of 24.0% which benefited
from a one-off receipt of group relief
from the Six Continents group.

Earnings per share were 22.2p, 21%
ahead of the pro forma for last year.
Basic earnings per share were 22.4p
compared to 17 0p for last year.

The Board have reconfirmed their
intention to recommend z final
dividend of 6.65p, taking the total
ordinary dividend tc 9.5p per share
for the year. In addition, a special
dividend of 68p per share was

paid on 8 December 2003 as part
of the refinancing of the Company.
This was accompanied by a 12 for 17
consolidation in the number of shares
in issue.

The Group's trading activities generated
strong cash flows in the year. Operating
cash inflow after net capital expenditure,
before exceptional items, was £284m
compared with £241m last year.
Foliowing the refinancing and return of
funds to shareholders, accompanying
issue costs and additional pensicn
contributions, net debt was £1.63bn

at the year end.

The fixed assets of £3.5bn on the
balance sheet at the year-end continue
ta reflect the pubs owned and operated
by the Company, 83% of which are
freehold or long leasehold. Net assets
were £1.64bn at the year end.

Basis of opinion

We conducted our examination in
accordance with Bulletin 1999/6
‘The auditors’ statement on the
Summary Financial Statement’ issued
by the Auditing Practices Board for
use in the United Kingdom.

Opinion
In our opinion the Summary Financial
Statement is consistent with the fulf
annual accounts, Directors’ Report
and Directors’ Remuneration Report
of Mitchelis & Butlers plc for the
b2 weeks ended 25 September 2004
and complies with the applicable
requirements of Section 251 of the
Companies Act 1985, and regulations
made thereunder,

Lip

v A Q/vvvi
gstﬁng L‘L-}P, Registergd Auditor



Profit and loss

Pro forma**
2004* 2003 2004 20037
£m £m £m £m
Turnover 1,560 1,504 1,560 1,504
Operating profit
Pubs & Bars 180 177 180 177
Restaurants 104 96 104 S6
Retail 284 273 284 273
SCPD 1 2 1 2
Operating exceptional items - - {2) (5}
Total operating profit 285 275 283 270
Non-operating exceptional items - - 2 (42}
Profit before interest 285 275 285 228
Net interest payableffinance charge {101} (76) (103) (63}
Profit before taxation 184 199 182 165
Taxation {60) (64) (57) 40)
Profit for the financial year 124 135 125 125
Dividends (550) (29}
Retained (loss)/profit (425) 96
Earnings per share
Basic - - 22.4p 17.0p
Adjusted/pro forma 22.2p 18.4p - -
Final dividend per share 6.65p 5.65p
*Excluding exceptional items. ***Restated on the adoption of the Amendment to FRS 5.
**Unaudited and excluding exceptional itemns.
Cash flow I
£m £m
Operating profit* 285 275
Depreciation and amortisation 108 99
EBITDA* 393 374
Working capitat movement 26 (3} The Mitchells & Butlers group
Additional pEﬂSiOn contributicons (40) (27} was created on its separation
Other non-cash items 4 - from Six Continents on 15 April
Net cash inflow from operating activities* 383 344 2003. In addition to the actual
Purchase of tangible fixed assets {150) (151)  results, a proforma profit and
Sale of tangible fixed assets 51 48 ggg ;ccount is presented for
in ord how th I
Operating cash flow after net capital expenditure* 284 241 of thelgr(()):J: ra;oirs itol'\:;d ser:su ts
Net int_erest paid (98) (49} an independent company since
Tax paid N ) (34) {44} 1 October 2002, operating
Norma: d_lv_ldends pa_id {a4) - under the financing and taxation
Specia leldeng paid n {501) N structure put in place at the fime
Issue costs paid in respect of securitised debt {22) (1} of separation
Separation costs paid (1) {36) '
Facility fees paid - 15} 1his Summary Financial
Operating exceptional expenditure (4) (2} Statement we?s’, approved by the
Purchasefissue of own shares (3} 4 Board on 30 Novemoer 2004
Net cash flow (423) 98 and signed on its behalf by

*Before exceptional iterns.

Net debt at 25 September 2004 was £1,632m, net of £22m FRS 4 issue costs capitalised and after accrued

interest of £3m (2003 £1,228m).

Balance sheet

Tim Clarke and Karim Naffah,

It dces not contain sufficient
information to provide as full an
understanding of the resuits and
state of affairs of the Group as
that contained in the Annual
Report and Financial Statements

2004 2003 2004. That repart may be obtained,
£m £m free of charge, by completing the
Fixed assets 3,519 3,533 ralevant section of the enclosed
Current assets 490 47 proxy card and returning it to
Creditors due within one year (326) (508)  -loyds TSB Registrars.
Net current assetsf(liabilities) 164 (261) The auditors have issued an
Total assets less current liabilities 3,683 3,272 unqualified report on the financial
Creditors due after one year (1,822) (1,001) statements_contalmng no statement
Provisions for liabilities and charges {219) (207) ~ under Section 237(2) or 237(3) of
the Companies Act 1985.

Net assets/shareholders’ funds 1,642 2,064

N
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information concerning Directors’
emotuments is shown on page 29.




Summary directors’ report and corporate governance

Principal activities

Mitchells & Butlers is the leading
operator of managed pubs and pub
restaurants with an estate of 2,006
sites at 25 September 2004, principally
located in the UK. A review of the
Group’s performance is contained in
the Chairman’s Statement, the Chief
Executive's Review, the business reviews
and the Finance Director’'s Report and
in the Summary Financial Statement.

Formation of the Company and
demerger from Six Continents

The Company was incorporated on

2 October 2002. Following demerger
from the hotels and soft drinks interests
of Six Continents PLC, it became an
independent listed company ¢n

15 April 2003.

Securitisation and return

of shareholder funds

Following demerger, the Company
refinanced its operations through a
securitisation of the majority of its UK
pubs and pub restaurants business.
The sum of £1.9bn was successfully
raised by means of a bonds issue and the
Company’s existing £1.2bn of borrowings
were repaid on 13 November 2003,
The ordinary share capital was
consolidated on 2 December 2003

on the basis of 12 new ordinary shares
for every 17 existing ordinary shares
and cn 8 December 2003, £501m was
returned to shareholders by means of

a special dividend of 68p per share.

Final dividend

The Board recommends a final dividend
for the year ended 25 September 2004
of 6.65p per share to be paid on

31 January 2005 to sharehclders on
the Register at the close of business
on 10 December 2004,

Directors

Details of the current members of
the Board are shown on pages 26
and 27. Mike Bramley, Roger Carr
and Drummond Hall wilt retire and
offer themselves for reappointment
at the Annual General Meeting on
26 January 2005. The four Executive
Directors, Messrs Bramley, Clarke,
Hughes and Naffah, have service
contracts with the Company.

Annual General Meeting

Notice of the Annual General Meeting
to be held at 11am on Wednesday
26 January 2005 is contained in a
circular, which is sent to sharehclders
with this Review.

Donations

The Company supports community
initiatives and charitable causes
and in 2004 donated £103,300.

In addition, non cash contributions,
such as employee time and free
meals in the Company’s outlets, are
estimated to have raised the total
value of donations tc approximately
£708,500. The Company made no
payments for political purposes.

Corporate governance

The Board is committed to compliance
with the principles of Corporate
Governance as set out in the Combined
Code on Corporate Governance

(‘the Code") and considers that the
Company has complied throughout
the year ended 25 September 2004
with all the provisions of the Code.

A revised Combined Code was
issued in July 2003 ('the Revised
Code'). Whilst the provisions of the
Revised Code technically do not
impact the Company until its financial
year 2004/05, the Company has
already taken steps 10 meet its
requirements and considers that,
as at 25 September 2004, it was
fully compliant and remains so.

As the Company's shares are listed

on the New York Stock Exchange, the
Company is subject to the rules of the
NYSE, US securities laws and the rules
of the Securities & Exchange
Commission (‘SEC").

A statement ouilining the differences
between the Company's corporate
governance practices and those
followed by US companies may be
found on the Company's website

at www.mbplc.com/investors as
required by the SEC.

Internal control

The Board is responsible for the
Group's system of internal contrgl and
risk management and for reviewing its
effectiveness. In order to discharge
that responsibility, the Beoard confirms
that it has established the procedures
necessary t¢ apply the Code, including
clear operating procedures, lines of
responsibility and delegated authority.
Thease procedures have been in place
since the Group was listed and are
reguiarly reviewed by the Board.
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During the year, the Board has
conducted a review of the effectivenass
of the system of internal control. The
systemn is designed to manage, rather
than eliminate, the risk of failure to
achieve business objectives and it must
be recognised that it can only provide
reasonable and not absolute assurance
against material misstatement or loss.
In that context, the review, in the opinion
of the Board, did not indicate that the
system was ineffective or unsatisfactory.

The Group regularly reviews both the
type and amount of external insurance
that it buys bearing in mind the
availability of such cover, its cost, and
the likelihood and magnitude of the
risks involved.

Board and committee structure

To support the principles of good
corporate governance, the Board,

the members of which are shown on
pages 26 and 27, is respensible to the
shareholders for the good standing of
the Company, the management of its
assets for optimum performance and
the strategy for its future development.
There are nine regular Board meetings
a year and further meetings as needed.

The fellowing main committees of the
Board have been established:

* Remuneration
* Nominaticn

* Executive
* Audit

The Audit and Remuneration
Committees consist wholly of
Non-Executive Directors. Since the start
of the year, reflecting latest corporate
governance best practice, Roger Carr,
the Chairman of the Board, ceased
to be a member of the Audit and
Remuneration Committees and
attends at the invitation of the
Committee Chairmen.

Going concern

The Company's financial statements
for the year to 25 September 2004 have
been prepared on a going congern basis
as, after making appropriate enquiries,
the Directors have a reasonable
expectation that the Group has adequate
resources to continue in operational
existence for the foreseeable future.



Board of directors

Roger Carr (57)
Non-Executive Chairman™

Became the Chairman of the
Company on its demerger from

Six Continents PLC, where he was
the senior non-executive director.
He is Chairman of Centrica plc
and Deputy Chairman of Cadbury
Schweppes plc and a senior adviser
to Kohlberg Kravis Roberts Co. Ltd.
He has previcusly held a number
of senior appointments including
Chief Executive of Williams plc,
Chairman of Chubb plc and
Chairman of Thames Water plc.

Mike Bramley (53)
Managing Director, Pubs & Barst

Having been a director of Six Continents
Retail, he became a Director of

the Company on its demerger from

Six Continents in April 2003. He has
been Managing Director, Pubs & Bars
since September 2002. In over

20 years with Bass/Six Continents,

he worked in a variety of roles in the
pubs and brewing businesses. In 1995,
he became Commercial Director of Bass
Taverns and in 1998 was appointed

HR and Commercial Director of Bass
Leisure Retail (later Six Continents
Retail). He is a director of the

British Beer & Pub Association.
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Tim Clarke (47)
Chief Executivet

Chief Executive since demerger, he
chairs the Executive Committee. Having
joined Bass in 1990, he became the
Director of Strategy for Bass PLC and
Managing Director for Bass European
Hoiels in 1992, In 1995, he became
Chief Executive of Bass Retail, which
now constitutes the business of
Mitchells & Butlers plc. He became
Chief Executive of Six Continents PLC
in 2000. He is a director of the British
Beer & Pub Association, having been
Chairman in 2002. He was the senior
independent non-executive director of
Debenhams plc untit December 2003
and is a non-executive director of
Associated British Foods plc.

Tony Hughes (56}

Managing Director, Restaurantst

Having been & director of Six Continents
Retail, he became a Director of

the Company on its demerger from

Six Continents in April 2003. He has
been Managing Director, Restaurants
since 2000. In 1995, he joined Bass
following senior management roles
at B&Q, J.A. Devenish and Whitbread.
In 2001 he received the Hotel and
Caterer ‘Catey’ for the Pub Industry
Award and in 2002 he was voted
Retailers’ Retailer Individuat of the
Year by the pub and restaurant industry.
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Karim Naffah 1)
Finance Directorf

Having been Strategy Director

of Six Continents PLC, he became
Finance Director of the Company
when it became independent in
April 2003. In 1991 he joined Bass,
becoming its Director of Strategic
Planning in 1992, In 2000 he became
Strategy Director for that group and
a member of the Strategic Business
Committee and the executive
committees of the Hotels and Retait
divisions. He also held responsibility
for the property development and

IT functions.

George Fairweather (47)
Non-Executive Director*=

Appointed a Non-Executive Director
in April 2003, he chairs the Audit
Committee. He is Greup Finance
Director of Alliance UniChem Plc
having previcusly held the same
role with Elementis plc. Eartier
appointmenis were with Dawson
International, Dixons Group and
Procter & Gamble.




* A Non-Executive Director

Sara Weller (43)
Non-Executive Director*e

Appecinted a Non-Executive Director
in April 2003, she chairs the
Remuneration Committee and is the
Senior Independent Non-Executive
Cirector. She is Managing Cirector
of Argos having previously been
Deputy Managing Director of

J Sainsbury plc. Earlier appointments
were with Abbey National and

Mars Confectionery.

* A mermber of the Audit and Remuneration Committees

Sir Tim Lankester (62)
Non-Executive Director*e

Appointed a Non-Fxecutive Director

in May 2003, he is President of Corpus
Christi College, Oxford. From 1873

to 1995 he was a membper of the Civil
Service rising to be Deputy Secretary
of H.M. Treasury, Permanent Secretary,
Overseas Development Administration,
Foreign and Commonwealth Office
and Permanent Secretary, Department
for Education. He served as Private
Secretary at 10 Downing Street and
represented the UK on the Boards of
the World Bank and the IMF. He is a
member of the Board of ACTIS.

t & member of the Executive Commitiee

Drummond Hall (55)
Non-Executive Director*e

Appointed a Nen-Executive Director

in July 2004, he is Chief Executive

of Dairy Crest Group plc. Prior to that,
he had held marketing positions in
Procter & Gamble, Mars and Pepsi
Cola, before moving to HP Bulmer plc,
where he became Managing Director
of the Cider and Beer Division and

a member of the Group Executive.

Other members of the executive committee

John Butterfield
Strategy Director

Richard Pratt

Commercial Director

Bronagh Kennedy

HR Director and General Counsel

Rill Scobie

Deputy Finance Director
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Adam Martin

Marketing Director

Alison Wheaton
Property and T Director




Summary remuneration report

This summary is an extract of
information from the full Remuneration
Report contained in the Annual Report
and Financial Statements 2004, a copy
of which is available on request and
can be viewed on the Company’s
website at www.mbplc.com/investors.
The Remuneration Report will be put
to the vote at the forthcoming Annual
General Meeting.

Remuneration policy for
Executive Directors

The following policy has applied
throughout the year and will apply
for the financial year 2005, thereafter
the Remuneration Committee

(‘the Committee’) will recommend
changes as appropriate.

The Committee determines on behalf

of the Board, with the benefit of
advice from external consultants

and the Human Resources function,
the remuneration packages of the
Executive Directors, the other members
of the Executive Committee and certain
other senior executives, The Committee
aims to ensure that the packages are
designed o attract, retain and motivate
directors and executives of the highest
calibre. It has regard to levels of
remuneration in the Group and in the
specific industries and businesses

with which Group companies compete
and is also sensitive tc levels in the
wider community. The Company
operates performance-related policies
designed to provide the appropriate
balance between fixed remuneraticn
and variable risk reward. Using target
or projected value calculations,
performance-refated incentives for
Executive Directors will equate to
approximately 60% of total remuneration.

Share and cash based incentives are
designed so as to align the interests of
executives with those of shareholders.
Executive Directors are required to build
and mairtain significant shareholdings,
equivalent in value to at least twice their
basic salary, but three times salary for
the Chief Executive.

Directors’ contracts

In accordance with the Company's
normal policy, the Executive Directors
have rolling contracts which are
subject to 12 months notice.
Non-Executive Directors do not have
service contracts.

The main components of
remuneration are:

Basic salary
The policy is to set salary broadly in line
with median market levels.

Annual performance bonus
Challenging performance goals

are set which must be achieved
before a bonus becomes payable.
For Executive Directors, these targets
are linked to the Group’s performance
in achieving strategic business
objectives and delivering corporate
financial targets and to the Director’s
achievement of personal business
objectives. The maximum bonus
opportunity is normally equivalent
to 80% of salary.

Annual bonuses may be paid in cash
but, at the discretion of the Committee,
the Executive Directors may receive all
or part of the bonus in the Company's
shares under the Short Term Deferred
Incentive Plan {'STDIP'). To date, all
annual bonus entitlements of Executive
Directers have been paid in shares.

A bonus award of shares earned in
2003/04 will be deferred for 12 months
and, if the Director is in the Company’s
employment at the end of that period,
matching shares may be awarded of
up to 0.5 times the deferred shares.

Consistent with the Committee's
desire to see equity awards linked to
performance, it is proposed to amend
the STDIP s¢ that for awards made
for 2004/05 any matching shares

will be subject to the achievement

of a perfermance condition linked

to earnings per share and to a three
year vesting period. There will be no
retesting of the performance condition.

Subject fo the approval of shareholders
at the forthcormning AGM and in order to
maintain the value and competitiveness
of the STDIF, it is proposed to increase
the ratio of matching shares to bonus
shares from 0.5:1 to 1:1.
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Executive share options

Grants of options are normally
made each year tc senior executives
and are scaled according to seniority.
The maximum value of shares

over which options may be granted

in any year is twice salary for Executive
Directors. Options are exercisable
three to ten years from grant subject
to achievement of a performance
condition, set by the Committee.

Performance restricted share plan
This plan aims to encourage continuing
improvement in the Group's performance
over the longer term. Its participants
are Directors and those seniocr
executives who are best placed

to influence such performance.

Generally a three-year performance
cycle will commence each year and
at the end of the cycle two aspects
of the Company's performance will

be measured:

 total shareholder return against
a comparator group of eleven
competitor companies; and

* the Company's cash return on capital
employed against its weighted
average cost of capital.

Awards will be graded according
to the level of performance on each
of these measures.

Pensions arrangements

Executive Directors participate on the
same basis as other members in the
relevant Group pensicn schemes.




Directors’ emoluments 2004

Total
Basic Annual emoluments
salaries  performance
and fees bonus* Benefits 2004 003
£000 £000 £000 £000 £000
Executive Directors
Mike Bramley 334 201 17 552 245
Tim Clarke 509 383 24 a16 371
Tony Hughes 334 251 23 608 241
Karim Naffah 358 270 15 644 257
Non-Executive Directors
Roger Carr 199 - 8 207 g7
George Fairweather 49 - - 49 23
Drummond Hall** 7 - - 7 -
Sir Tim Lankester 42 - - 42 16
Sara Weller 49 - - 49 23
Total 2004 1,882 1,105 87 3,074
Total 2003*** 848 379 46 1,273

*Annual performance bonuses as described above for 2004 (and for 2003) were wholly deferred into shares under the
terms of the Short Term Deferred Incentive Plan.

**Appointed 30 July 2004,

***For 2003, the year of the Company’s demerger from Six Continents PLC, emoiuments cover the period from appeintment
to the Board of Mitchells & Butlers plc. Roger Carr and Tim Clarke, who were directors of Six Continents PLC for part
of that year, received emoluments, not included above, of £56,000 and £363,000 respectively from that company.

The figures above represent emoluments earned during the periods shown. There were no payments for loss of office.

‘Benefits’ incorporate the value of any shares awarded under the Share Incentive Plan and all tax assessabie benefits arising
from employment with the Company, which relate in the main to the provision of a company car and healthcare cover.

Pensions
The four Executive Directors are

accruing benefits under the Company's

Executive Pension Plan and three of
them under the unfunded Executive
Top-Up Scheme. Their accrued
pensions, which would be paid
annually on retirement at 60, based
on service to 2b September 2004,
are shown in the adjacent table.

Share plans

The net values earmed in ihe year in
respect of shares receivable through
the matching facility under the Short
Term Deferred Incentive Plan were
as shown in the adjacent table.

These awards are valued at 259p
per share, the share price on
25 September 2004. Release is
in three equal annual tranches,
commencing December 2005,

Pensions
Accrued
Years of pension pa
pensionable at 25.9.04
Director Ape service £000
Mike Bramley 53 24 1959
Tim Clarke 47 14 236.7
Tony Hughes 56 9 92.5
Karim Naffah 41 13 125.6
Short Term Deferred Incentive Plan
Qrdinary
shares Value
Director 000 £000
Mike Bramley 39 100
Tim Clarke 74 191
Tony Hughes 49 126
Karim Naffah 52 135
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Summary remuneration report continued

Share plans continued

Under the Performance Restricted Share

Plan, a cycle ended on 30 September
2004. The performance measure related
to the Company’s Total Shareholder
Return performance against a group
of 11 comparator companies. The
Company finished in 11th position and
no award was made. The maximum
potential awards te Directors are
shown in the adjacent table.

Executive share options

Under the terms of the demerger from
Six Continents PLC, Directors and other
employees were permitted to roll over
their options granted under the

Six Continents Executive Share
Option Schemes intc options over
Mitchells & Butlers shares. In 2003
and 2004 grants of options have bean
made under the Mitchells & Butiers
Executive Share Option Plan and
Directors’ executive share options

at 25 September 2004 are summarised
in the adjacent table,

All-employee share schemes
Executive Directors are entitled

to participate in the Company's
all-employee share schemes on the
same basis as other employees.

The follawing Director was granted

an option over the shares shown below
in 2004 under the Sharesave Plan at
209p per share:

Karim Naffah 4,509

Under the Share incentive Plan ('SIP")
award in 2004, Executive Directors
became entitled to the following shares:

Mike Bramley 1,044
Tim Clarke 1,103
Tony Hughes 1,044
Karim Naffah 1,103

Directors’ interests under all-employee
share schemes at 25 September 2004
are shown in the adjacent table.

Total shareholder return (‘TSR')
From its listing on 15 April 2003 until
21 December 2003, the Company was
a constituent of the FTSE 100 index;
since then it has been included in the
FTSE 250 index. The adjacent graph
therefore measures the Company’s
TSR performance against both indices.
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Outstanding awards

2005 2006 Total
Director £000 £000 £000
Mike Bramiey 293 302 595
Tim Clarke 450 459 2038
Tony Hughes 293 302 595
Karim Naffah 315 324 639
Executive share options
Shares Shares Weighted
under Exercise under average
option 2004 price option option
Drirector at 28.9.03 grant per share at 25.9.04 price
Mike Bramley 740,781 265,346 252.5p 1,006,127 246.0p
Tim Clarke 1,433,939 403,960 252.5p 1,837,899 2b0.1p
Tony Hughes 850,116 265346  2525p 1115462  248.8p
Karim Naffah 1,038,909 285,148 252.5p 1,324,057 231.5p
No options lapsed or were exercised by Directors during the year.
All-employee share schemes
Sharesave
Shares held Option
Director through SIP Options price
Mike Bramley 1,736 - -
Tim Clarke 2,013 9,423 169p
Tony Hughes 1,800 5,473 169p
Karim Naffah 1,937 4,509 20%p

Mitchells & Butlers TSR v FTSE 100 & 250 15/4/03 - 25/9/04
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Annual Review 2004

A M J

1 A S




Investor information

Registrar

The Company's Registrar is Lioyds TSB
Registrars. Enguiries concerning holdings
of the Company's ordinary shares

and netification of a holder’s change

of address should be referred to the
Registrar at the address shown overleaf,

Electronic communication

The Company has given e-mail
notification, to those shareholders
who have requested it, of the
availability of this Annual Review
and Summary Financial Statement,
the Annual Report and Financial
Statements and the Notice of Annual
General Meeting on the Company’s
website, www.mbplc.com/finvestors.

The website contains a link te enable
shareholders to register for future
electronic communication, view
details of their own shareholding or
appaoint electronically a proxy to vote
on their behalf on any poll that may
be held at the foerthcoming Annual
General Meeting.

Shareholders who hold their

Mitchells & Butlers shares through
CREST may appoint proxies, through
the CREST electronic proxy appointment
service, for the Company’s forthceming
AGM, by using the procedures
described in the CREST manual.

Amalgamating your share accounts

if you received more than one copy

of this report, it may be because the
Registrar has more than one record of
shareholdings in your name. To ensure
that you do not receive duplicate
mailings in future, you can have afl
your shares amalgamated into one
account by contacting the Registrar
at the address overleaf.

Dividend mandates

Shareholders, who wish dividends to be
paid directly into a bank/building society
account, should contact the Registrar for
a dividend mandate form. This method
of payment removes the risk of delay
or loss of dividend chegues in the

post and ensures that your account

is credited on the due date.

Low cost share dealing service

A postal facility, which provides a
simple, low cost method of buying
and selling Mitchel!'s & Butiers plc
ordinary shares, is avaiiable through
the Company's Registrar.

Individual savings accounts (‘ISAs")
ISAs in Mitchells & Butlers plc ordinary
shares are available through the
Registrar and information may be
obtained from the address overleaf.

Share price information

The latest Mitchells & Butlers plc
share price is available in the financial
press or on Ceefax and Teletext and
also on the Financial Times Cityline
Service, telephene 0906 003 1366
(calis charged at 60p per minute).

ShareGift

The Orr Mackintosh Foundation
operates this charity share donation
scheme for shareholders with small
holdings of shares, whose value makes
them uneconomic to sell. Details can
be obtained from the Registrar or the
ShareGift website www.ShareGift.org or
by calling ShareGift on 020 7337 0501.

Six Continents demerger

The entitlements received by former
sharehclders of Six Continents PLC
on the separation of the Retail
(Mitchelis & Butlers) and Hatels
(InterContinental Hotels Group)
businesses, together with a summary
of the UK Capital Gains Tax treatment
of those entitlements, are set out

on the Company's website at
www.mbplc.com/cgt. The website
also contains information to assist

in calculating the base cost of

Six Continents’ ordinary shares to
demerger. Alternatively this may
be obtained through the Company
Secretary's office at the Registered
Office shown overleaf,

Special dividend and

share consolidation

The Company paid, on 8 December
2003, a special dividend of 68p
per share to shareholders on the
Register at the close of business
on 1 December 2003.

As approved by shareholders on

1 December 2003, the special dividend
was accompanied by a consclidation of
the Company's share capital, effective
from 2 December 2003, whereby
shareholders received 12 new ordinary
shares for every 17 existing ordinary
shares held on 1 December 2003.
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American depositary receipts (‘ADRs’)
The Company's ordinary shares

are listed cn the New York Stock
Exchange in the form of American
Depositary Shares, evidenced by ADRs.
All enquiries regarding ADR holder
accounts and the payment of dividends
should be directed to The Bank of

New York, the authorised depositary,

at the address shown overleaf.

Form 20-F

The Company is registered with the
Securities and Exchange Commission
(*SEC"} in the US and, as such, files
with the SEC an Annual Report on
Form 20-F. Copies of the Form 20-F
may be obtained in the US by
contacting The Bank of New York

at the address shown overleaf.




Contacts

Registered office

27 Fleet Street
Birmingham B3 1JP
Telephone

+44 {0} 870 609 3000
Fax

+44 (0} 121 233 2246

Registrar

Lloyds TSB Registrars

The Causeway, Worthing

West Sussex BNS9 6DA

Telephone

+44 (0) 870 241 3930*  {UK callers}
+44 121 415 7088  (non-UK callers)
Fax

+44 {0) 1903 702424

Low cost share dealing service

and 1SAs

0870 242 4244

www.shareview.co.uk

*For those with hearing difficulties,
a text phone is available on

0870 600 3350 for callers with
compatible equipment.

ADR depositary

The Bank of New York
Shareholder Relations
PO Box 11258
Church Street Station
New York NY 10286, USA
Telephone

+1 (888) 269 2377
+1 610 382 7836

(US callers)
{non-US callers)

Stockbrokers
Cazenove & Co
Merrill Lynch International

Auditors
Ernst & Young LLP

Investment bankers
Citigroup

Solicitors
Allen & Overy

Financial calendar

2004

Preliminary announcement of annual results
to 25 September 2004

1 December

Final dividend — ordinary shares

Ex-dividend date

8 December

Record date

10 December

2005

Annual General Meeting

26 January

Final dividend - ordinary shares

Payment date

31 January

Final dividend — ADRs

Payment date

8 February

Announcement of interim results

May

Interim dividend — ordinary shares

Payment date

July

Interim dividend — ADRs

Payment date

July

Preliminary announcement of annual results
to 1 October 2005

November/
December

Final dividend — ordinary shares

Payment date

February 2006

For further information visit
www.mbplc.com

This Annual Review and Summary Financial Statement contains certain forward-
looking statements as defined under US legislation {(Section 21E of the Securities
Exchange Act of 1934). By their nature, such statements involve uncertainty; as

a consequence, actual results and developments may differ materially from those
expressed in or implied by such statements, A more detailed explanation of the risks
and uncertainties related to forward-looking statements is set out on the inside back
cover of the Annual Report and Financial Statements 2004, copies of which are

available from the Registered Office of the Company.
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Glossary

Amenity:

design, décor, furniture and facilities
that contribute to the environment
and atmosphere of a pub.

AWT (Average weekly take):

the average sales per pub per week,
calculated as total sales divided by the
average number of pubs trading during
the year divided by 52 weeks.

Brands:

outlets which trade under a common
name, or their own individuat names
under an externaliy recognised group
name, with a consistent design, drinks
range, menu, service style and
promotional programme.

Business franchise:

an agreement where an entrepreneur
gains access to high quality pubs
and a sophisticated business support
infrastructure whilst the Company
retains its scale purchasing and
overhead advantages, and shares

in the trading upside through a
franchise fee. The Company receives
a commercial rent for the property
and retains the property ownership.

Centra! support costs:

alt costs associated with the central
support infrastructure of the Company
(e.g. finance, supply chain, IT,
marketing, property, HR).

EBITDA:

earnings before interest, tax,
depreciation, amortisation and
exceptional items.

Formats:

outlets where to the customer’s eye
the business trades without any overt
branding or badging but the customer
offer and operating template are
managed to defined standards.

Gross margin:
gross profit divided by sales, expressed
as a percentage.

Gross profit:
sales less cost of goods sold,
expressed in monetary terms (£s).

Incremental returns:

growth in annual pre-tax operating
profit expressed as a percentage of
the associated capital investment.
For sites which do notf have 12
months post-investment trading,
incremental return is estimated
based on an annualisation of actual
post-investment trading.

Post-tax cash return:

EBITDA less tax divided by average
net operating assets less revaluation
reserve plus accumulated depreciation
plus goodwill written off.

Productivity:
sales less hourly paid wages divided
by the number of hours worked.

Refinancing:
the repayment of an existing loan with
the proceeds from a new loan.

Design and production Sheppard Day Print Royle Corporate Print

Same outlet (invested) like-for-like sales:
include all managed pubs that

were trading for the two periods
being compared.

Securitisation:

a means of raising finance secured
on identifiable and predictable
cash flows derived from a particular
set of assets.

Share buy back:
the purchase in the open market by
a listed company of its own shares.

Underlying earnings per share:
earnings before exceptional items
divided by the average number of
shares in issue during the period
and compared to the pro forma
comparative for the year.

Uninvested like-for-likes:

include only those managed pubs
that have ngt received expansionary
investment of more than £30,000
in either year being compared.
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