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Group at a glance

Premier Inn

Restaurants

Beefeater Grill

Premier Inn is the UK’s
largest budget hotel
chain, with more than
47,000 rooms across

the UK and Ireland. Over
75% of the UK population
live within five miles of a
Premier Inn.

Overseas we have three
hotels in Dubai, one in

Abu Dhabi and two in

India with more on the way.

Brewers Fayre

Premier Inn bedrooms
have an en-suite bathroom,
TV with Freeview, and

WiFi internet access.

All our hotels have a bar
and restaurant, either
inside the building, or

next to it, offering a wide
range of dishes.

Premier Inn has been

named the UK’s ‘best value
hotel chain’ by YouGov.

Table Table

626

Hotels

Taybarns

Beefeater Grill's expert
chefs have been serving
up our famous steaks
for nearly 40 years. Our
warm and welcoming
restaurants are ideal for
any occasion: from a
quick bite to celebrating
with friends or family.

Restaurants

Brewers Fayre serves

the nation’s favourite

pub food, at great value
prices, in a family friendly
environment. The majority
of Brewers Fayres include
an ‘all you can eat’ Buffet
Place, which offers
fantastic variety and value.

Restaurants

Our Table Table restaurants
offer a range of pub
classics served by friendly
staff at great prices.
There’s a table for every
occasion, from quiet nooks
for a chilled out evening

to dining room tables for

a traditional Sunday lunch.

Restaurants

Taybarns is the
ultimate eatery, with
great choice, value
and convenience. It
offers an ‘all you can
eat’ experience with
seven restaurants
under one roof.

Costa is the largest and
fastest growing coffee
shop chain in the UK.

In both 2010 and 2011 it
was voted the nation’s
favourite coffee shop.

Costa is about serving
great quality coffee in
convenient locations
and great surroundings.

Costa stores can be found
in 25 countries overseas
and serve more than 900
cups of coffee across the
world every minute.

Costa Express self-serve
coffee bars now provide
customers with even more
opportunities to enjoy a
cup of Costa coffee.

2203

Stores worldwide




Financial highlights

Financial highlights

Whitbread performed well in 2011/12.
Sales grew by 11.2%, driven by our
strong brands, with an increase in
underlying pre-tax profits of 11.3%.

Total revenue (Em)

Underlying diluted EPS (p)

2011/12 1,778.0
2010/1 1,599.6

2009/10 1,435.0

2008/09 1,334.6

Underlying profit before tax' (Em)

201/12 134.1

2010/1 116.4

| ‘

2009/10 6.7

2008/09 90.7

Full year dividend (p)

2011/12

2010/
2009/10

2008/09

Hotels & Restaurants return on capital?

2011/12

2010/M 44.50
2009/10 38.00
2008/09 36.55

Cash flow from operations

up from

12.3% to 12.4%

Costa return on capital?

up from

£415.2m to £478.3m

Capital expenditure on new and existing units

up from

28.3% to 32.4%

up from

£202.2m to £307.9m

1. Underlying profit excluding amortisation of acquired intangibles, exceptional items
and the impact of the pension finance cost as accounted for under IAS 19.
2. Return on capital is the return on invested capital which is calculated by taking
underlying profit before interest and tax for the year divided by net assets excluding
debt, taxation liabilities and the pension deficit at the balance sheet date.
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Chairman’s
statement

We are focused on
putting the customer at
the heart of everything
we do. We continually
develop our products
and services while
investing in our brands
to build ever stronger
consumer propositions.

| am pleased to report another good set of results
for Whitbread, with double-digit revenue and

profit growth, as well as 15% growth in both EPS

and dividends during the year. We are focused on
putting the customer at the heart of everything we
do. We continually develop our products and services
while investing in our brands to build ever stronger
consumer propositions, all the time keeping a tight
control on costs. This has enabled us to perform well
in tough market conditions giving us the confidence
to expand in line with our ambitious growth plans.

In a challenging hotel market, the increasing strength of
the Premier Inn brand and our dynamic pricing system
have ensured we continue to outperform competitors.
The sharper focus in our restaurants business delivered
a turnaround in performance in the second half of the
year. Costa remains one of the success stories of the

UK high street with like for like sales growth of 5.5%,
while some 22% of total system sales now come from
its international businesses.

It has been a record year for expansion in our main
growth engines of Premier Inn and Costa. We opened
4,430 new rooms (31 hotels), 12 restaurants, over 330
Costa stores around the world and now have 1,192 Costa
Express machines. This puts us well on track to achieve
the 2016 milestones we laid out last April. Overseas,
Costa continues to build presence in some 25 countries
and in the year we celebrated our 100th store in China.
Premier Inn is developing a ‘capital right’ strategy to
expand in the emerging budget hotel markets of the
Middle East, India and Asia Pacific.

As we invest in growing our brands the focus is very
much on delivering good returns that create substantial
shareholder value. To further this end, we are proposing
to introduce a ROCE measure to our senior management
long-term incentive plan for 2012/13.



Dividend

As we said at this time last year, we have re-balanced
the interim and final dividend payments to reflect
the earnings profile during the year more closely.
The Board recommends a final dividend of 33.75p
per share, making a total dividend for the year of
51.25p per share, up by 15.2%.

The final dividend will be paid on 13 July 2012 to
shareholders on the register at the close of business

on 18 May 2012. Once again, a scrip dividend alternative
will be offered and further information on how
shareholders can elect to participate in the scrip
dividend scheme is available from the registrars

or on the Company’s website.

Board

During the year, we appointed two new non-executive
directors, Susan Hooper and Susan Taylor Martin.
They are both highly talented multi-lingual executives
with international experience. Each of them brings a
different range of skills to the Whitbread Board as we
continue to grow our market-leading businesses both
in the UK and selectively around the world.

Susan Hooper is an experienced international leisure
sector executive holding the position of Chief Executive
at Acromas Travel where she has been responsible

for the Saga, AA and Titan Hi Tours holiday and

travel businesses since 2009. Her other leisure

and consumer experience includes Senior VP, EMEA

at Royal Caribbean Cruises International, where she
also represented them on the board of First Choice
Holidays PLC, and senior roles at Avis Europe. Her
appointment was effective from 1 September 2011.

Susan Taylor Martin has held executive roles in rapidly
changing markets. She was appointed President, Media
at Thomson Reuters in July 2011 and has held a number
of other roles at Thomson Reuters during a period

of extensive technological innovation and corporate
change. These roles included, President, Global
Investment Focus Accounts and Managing Director,

UK and Ireland within Thomson Reuters Markets.

Prior to that she was Global Head, Corporate Strategy
for Reuters, which she joined in 1993. Her appointment
was effective from 1 January 2012.

Earlier this month we announced a change of
responsibilities for Christopher Rogers, who will
become Managing Director of Costa with effect from
1 August 2012 when John Derkach leaves us to
become Chief Executive of Tragus. Christopher joined
Whitbread as Finance Director in 2005 and has played
a key role in the Company’s transformation over the
last seven years. Prior to joining Whitbread, he had
developed a wealth of experience in consumer-facing
businesses such as Kingfisher, where he held product
marketing, commercial and finance roles. Christopher
has served on the Costa Management Board since

it was formed in 2008 and has played an active role
in Costa’s development. We have started the search
process for a new Finance Director.

Governance

As Chairman of the Company, | believe that corporate
governance is not simply something for the Board to
consider as an agenda item at our monthly meetings.
Corporate governance affects all aspects of our
operations and | am pleased with the high standards
we maintain in this regard. On pages 28 to 34, there is
a comprehensive report which sets out our approach
to governance.

People

The dedication and energy of our employees is a key
part of our ‘customer heartbeat’ strategy, which is
described in more detail later in this report. | would like
to pay tribute to the tremendous contribution of our
people and the high quality service they provide to
our customers every single day of the year. On behalf
of the Board and the executive team, | wish to express
our thanks to each of them for their hard work this
year and the contribution they have made to our
overall performance.

%ﬁ? HJLM\

Anthony Habgood
Chairman

25 April 2012




Chief Executive’s review

whitbread.co.uk

Chief
Executive’s
review

Central to creating
shareholder value

IS combining growth
with a strong focus
on improving return
on capital.

Whitbread delivered a good performance in 2011/12,
in a challenging economic environment. Strong
organic expansion, combined with like for like sales
growth, increased Group total sales by 11.2% to
£1,778.0 million. Premier Inn sales grew by 8.3% to
£755.9 million, Restaurants by 1.8% to £483.4 million
and Costa by 27.5% to £541.9 million.

Group underlying profit before tax increased by 11.3% to
£320.1 million (2010/11: £287.5 million), with underlying
diluted EPS increasing by 15.2% to 134.1p. Group return
on capital grew to 13.6% from 12.9%.

Our continuing focus on improving customer
propositions drove Group like for like sales up by 2.6%.
Premier Inn’s like for like sales growth of 3.2% was
impacted by a slowdown in the total hotel market in
the second half of the year, particularly in the regions.
Restaurants full year like for like sales fell by 0.2%, with
an improvement in performance in the second half of
the year, as management actions drove like for like
sales growth. Costa continues its success story and
delivered another strong performance with like for like
sales up 5.5%.

Central to creating shareholder value is combining
growth with a strong focus on improving return on
capital. Our openings in Hotels & Restaurants over the
last three years have shown good returns as the new
sites mature and the return on capital for the division
increased slightly to 12.4%. Return on capital in Costa
grew to 32.4%, up from 28.3%.

Our strong cashflow from operations of £478.3 million
funded increased capital investment of £307.9 million,
as well as the proposed growth in the dividend. We
maintain our strong balance sheet. Year end debt
increased by £16.4 million to £504.3 million.

The Board recommends a final dividend payment of
33.75p per share, making a total dividend for the year
of 51.25p per share, an increase of 15.2%. The final
dividend will be paid on 13 July 2012 to shareholders
on the register at the close of business on 18 May 2012.
A scrip dividend alternative will be offered again.

Our success depends on the hard work and
professionalism of our 40,000 team members and |
would like to thank them for their enormous contribution.

Strong brands getting stronger

As the UK’s largest hotel and restaurant group, with
over 2,000 outlets, Whitbread’s brands are visited

by some 19 million customers a month. The Premier
Inn management and team members are focused

on delivering a consistently high quality, great value,
customer experience, in well designed hotels to ensure
we are the number one choice in every local market.
We continue to outperform our competitive set and
were named ‘Best Value Hotel Chain’ by YouGov and



awarded ‘Most Improved Brand of the Year 2012’ by
BDRC. We are passionate about improving customer
experience. Premier Inn has one of the UK’s largest
customer satisfaction surveys with over 814,000
responses in 2011/12. Of these, 66% scored their stay
nine or ten out of ten and a further 23% scored it seven
or eight out of ten.

Costa delivered another excellent performance and,
demonstrating its growing reputation, was voted ‘Best
Brand’ by Marketing Week and ”"Best Branded Coffee
Shop Chain - Europe” by Allegra Strategies. Costa

has also increased its lead over Starbucks in YouGov’s
‘Brand Preference’ measure.

Whitbread Hotels & Restaurants

Premier Inn

Premier Inn continued to outperform its competitive
set and delivered a resilient performance in the
midscale and economy hotel sector, which became
more challenging as the year progressed. Premier Inn
like for like revpar grew by 1.8% in the year, with an
increase of 0.8% in the regions and 7.3% in London.

Our outperformance is a result of the quality and
consistency of our product and service, the breadth of
our network, our continued investment in the Premier
Inn brand and the evolution of our dynamic pricing
model. Our online channel, Premierlnn.com, has also
made good progress with visitor numbers increasing
by 26.9% to 44 million in the year. 77% of bookings
are now made through automated channels. In the
year ahead, Premier Inn will maintain its advertising
expenditure both on TV and online. We will also
continue to invest in our estate and are spending
around £70 million refurbishing some 13,000 rooms
over the two financial years to February 2013.

Dynamic pricing continues to evolve and enables us

to optimise room rate whilst working towards our
occupancy target of 80%. During the year we trialled

a new dual pricing structure with ‘Premier Saver’ rates
(which are non-refundable and payable on booking)
and ‘Premier Flexible’ rates (which are fully refundable
and payable either on check-in or at booking). The dual
pricing structure will be rolled out across the remaining
estate in 2012/13.

We delivered our highest organic room growth to
date in 2011/12, opening 4,055 new rooms and 29 new
hotels. This takes our total number of hotels in the UK
& Ireland to 620 with 47,429 rooms. We plan to open
4,200 new rooms during 2012/13. Together with the
remainder of our committed pipeline of 6,300 rooms,
this will take us to nearly 58,000 rooms putting us

on track to achieve our milestone of 65,000 rooms

by 2015/16.

London is an important focus of our expansion and
from our committed pipeline we expect to increase

our presence from 7,225 rooms to over 10,500 rooms.
Our pipeline for London is predominantly leasehold
which offers attractive returns with the EBITDA of

a leasehold room significantly higher than that of a
comparable room in the regions.

In the year, we implemented a new organisation
structure within Hotels & Restaurants under WHR
Managing Director, Patrick Dempsey. This created
more focused management teams in Premier Inn

and Restaurants whilst maintaining our joint site
benefits. As part of this change we introduced cluster
management to the Premier Inn estate which is now
divided into 112 clusters. This structure provides
greater focus at site level, delivering a better customer
experience and sharing of best practice.

Last year, we announced a ‘capital right’ approach

for our international expansion. We appointed a

new Managing Director, Paul Macpherson, who has
valuable experience in this field. We now have six
hotels internationally, four in the Middle East and two

in India, which performed well in 2011/12 with increasing
revpar and occupancy. The hotel market remains
fragmented within these markets and with no dominant
international players. Combined with strong economic
growth and changing demographics this underpins

the opportunity for expansion. We will broaden our
presence with our pipeline of five hotels and then
pursue a ‘capital light’ strategy. During 2011/12, we
invested £4.4 million in Premier Inn International and
expect to invest a further £10-15 million in 2012/13.

Restaurants

Restaurants made steady progress with an increase

in like for like sales of 1.2% and covers up 4.8% in the
second half of the year, after a disappointing first half.
We are focused on improving operational performance
by strengthening our brands and customer
propositions. To achieve this we have appointed a
dedicated management team, both centrally and at
site level, which has helped drive sales, operational
excellence and cost efficiencies.

Our Restaurants management has pursued a number of
activities aimed at increasing sales and attracting more
customers. These included the continued roll out of the
Buffet Place concept within the Brewers Fayre estate.
A total of 71 sites were converted in the year taking the
total to 95 and these achieved an average sales uplift
of 6% on conversion. In addition we made our Premier
Inn breakfast fully available to the public and installed
Costa ‘bean to cup’ coffee machines across the estate.

To improve operational performance we launched
three Skills Academies, which were set up to improve
the training for managers and team members in food
quality and service. Already 1,700 delegates have
passed through these Academies and there are

plans for 9,000 team members to attend in 2012/13.
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To mitigate food, labour and utilities inflation we plan
to improve cost efficiency through better procurement,
menu management and labour scheduling.

We continue to expand our restaurant estate and
opened 12 new sites in the year, taking our total to 387.
We plan to open a further six new sites in 2012/13.

Premier Inn guest recommend scores

- Last year
-This year
80
70 66%
" 61%
t 60
[}
'g 50
Q
g 40
:g 30 25% 539
20
10
0 0-6 7-8 9-10
Net recommend score (out of 10)
(based on 814,000 responses in 2011/12)
Financial performance
Hotels & 2011/12  2010/1 %
Restaurants (Em) (Em) Change
Premier Inn revenue 755.9 697.8 8.3
Restaurants revenue 483.4 4749 1.8
Total revenue 1,239.3 1172.7 57
pre exceptional
Restaurants - 4.6
exceptional revenue
Total revenue 1,239.3 1177.3 53
post exceptional
Underlying profit 295.6 283.4 4.3
Operating profit, 310.7 283.6 9.6
post exceptional
2011/12 2010/1 %
Costa (Em) (Em) Change
System sales* 819.3 659.0 24.3
Revenue 5419 425.0 27.5
Underlying profit 69.7 50.5 38.0
Operating profit, 66.0 46.4 42.2

post exceptional

*System sales excludes intersegment.

Costa

Costa produced another excellent performance
during the year with underlying profits up 38.0%
to £69.7 million, worldwide system sales up 24.3%
to £819.3 million and like for like sales in UK equity
stores up 5.5%.

In early 2012 we organised Costa into four divisions:
Costa UK Retail; Costa Enterprises (which includes
wholesale, corporate franchise and Costa Express);
Costa EMEI (which covers operations in Europe,
Middle East and India); and Costa Asia. This reflects
the increasing breadth and globalisation of the brand
and supports our growth strategy for the future.

Costa UK Retail has delivered consistently good like
for like sales growth across all channels and regions.
Key drivers of success include the Ice Cold Costa
Summer campaign which saw category sales rise by
44%, further investment in the estate with some 128
refurbishments and the rollout of new store designs
including four Metro stores. We also strengthened our
distribution through new channels such as Drive Thru,
of which there are now five across the country, with an
opportunity for a further 70 locations.

Costa Express had a good year with growth ahead of
our original expectations. Typically, the number of cups
sold per machine increases by around 20% once it is
rebranded to Costa Express from Coffee Nation. There
are now 1,192 Costa Express machines in the UK which
includes 622 conversions. We plan to roll out more than
1,000 Costa Express machines in 2012/13 supported by
a new contract with Shell for over 500 machines.

Costa’s EMEI region is growing in significance with
a total of 647 stores including 95 in India and 93 in
Poland. In the year 88 net new stores were opened.

Costa Asia has seen strong growth in China with 69
net stores opened in 2011/12 taking the total to 164,
with plans to open a further 100 stores in the year
ahead. We expect Costa’s Chinese business to break
even in the second half of 2012/13.

In 2011/12 we opened 332 net new stores; 175 in the UK
and 157 overseas taking our total number of stores to
2,203. We plan to open 350 stores in 2012/13 putting
us well on track to achieve our growth milestones of
£1.3 billion system sales, 3,500 stores worldwide and
around 3,000 Costa Express machines by 2015/16.
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Strategic
approach

From Success to Legend
g

Team engagement

Customer

heartbeat

Profitable growth

€ooP 10CETHER

The Whitbread Way Forward

] We will grow legendary brands
by building a strong customer
heartbeat and innovating to
stay ahead.

e Our Genuine, Confident and
Committed teams make everyday
experiences special for customers
so they come back time and

] Good Together will make
us a force for good in our
communities.

again, driving profitable growth.

Our strategy is to create substantial sustainable value
for our shareholders, by building strong brands based
on consistently delivering a great customer experience.
Internally we refer to this under the heading of ‘Success
to Legend’. This is because a successful company
becomes a legend by delivering outstanding results

for all its stakeholders decade after decade.

In the UK we already have strong brands in Premier Inn
and Costa and we intend to continue to expand those
brands into selected attractive international markets.
Strong brands are built on a strong customer heartbeat
and it is vital that we continue to provide a superior
experience for every one of the 19 million customers

a month who visit one of our brands.

We will achieve this by motivating our 40,000 team
members to provide consistently high levels of
customer service and maintaining high levels of
team engagement is key to that aim.

As well as providing our customers with the quality

of service that will delight them, we must also ensure
that the environments we provide for them, and for our
teams, are well-maintained, clean and welcoming. It is
important therefore that we continue to re-invest in the
quality of our estate.

We intend to create substantial value for our
shareholders by delivering on our five-year growth
milestones and by increasing return on capital. This is
why ROCE is, subject to shareholder approval, being
introduced as a central measure in a revised long-term
incentive scheme for senior management.

An integral part of our approach is the Good Together
programme. We want Whitbread to be a force for
good in all the communities in which we operate.
Good Together encompasses a range of corporate
responsibility activities including training to enrich the

8

lives of our team members, improving the nutritional
content of the food we serve to aid the well-being of
our customers and a reduction in energy consumption,
which saves the Company money as well as having a
positive impact on the environment. More details on
Good Together can be found on page 17 and details

of our achievements in this area can be found in the
sections on team engagement, customer heartbeat
and profitable growth on pages 11 to 16.

The customer heartbeat schematic

The schematic at the top of the page illustrates our
strategic approach. The following sections of this
report describe each of the three key elements of our
philosophy and explain how we have performed in
those areas in 2011/12. You will also see the schematic
in other parts of the report to demonstrate how risk
management, governance and remuneration are also
linked to our strategy.

The WINcard

The WINcard is our balanced scorecard and contains
our key performance indicators. It is used throughout
the Company and measures our performance in each
of the key strategic areas. It also reinforces the
customer heartbeat schematic.

The WINcard results for 2011/12 can be seen in the
following sections. These results have a direct link to
remuneration and information about how the executive
directors are rewarded for WINcard performance can
be found in the remuneration report on page 39.

In general, a green WINcard score is achieved where
performance is better than both target and the prior
year performance. An amber score is for performance
better than the prior year but below target and a red
score is for a result worse than the prior year. Targets
are set for each measure at the start of the year.



Team
engagement

We believe that if we create a great place to work for
our people, they will provide our customers with special
experiences so that they come back time and time again.

We measure our success in creating a great place to
work through the Your Say survey, with the key metrics
being the response rate and the engagement score.

Your Say

Your Say, our employee opinion survey, is conducted twice
a year and provides us with great insight into what matters
most to our teams. Action plans are developed after each
survey to focus on improving our team members’ ability to
provide a great experience for our customers.

The Your Say results for 2011/12 are based on feedback
from 31,000 employees and demonstrate good
progress as shown below:

Engagement Engagement Response Response
score 2011  score 2010 rate 201 rate 2010
Whitbread 72% 67% 87% 79%
Hotels &
Restaurants
Costa 78% 72% 73% 70%
Total Group 73% 67% 86% 77%

Work has recently begun to refresh the survey to
help deliver greater insights and understanding of
our teams. This in turn will lead to stronger and more
effective action planning which we believe will enable
engagement levels to improve further.

Leadership

A critical focus area for the year ahead is to build our
talent and succession pipeline to meet our ambitious
growth strategy. We continue to invest in building
leadership capability and have developed a leadership
framework which describes the leadership behaviours
we believe will make us successful. Our two-day
leadership development programme allows space

and time for our leaders to understand how they can
engage with their teams to create an environment

for success. To date more than 320 leaders have
experienced this programme and benefited from the
intensive focus on their personal development. The
programme is run and facilitated by our own leadership
team and continues to receive excellent feedback.

Skills development

An important component of improving team
engagement is providing Whitbread people with

the ability to progress through the organisation. We
operate a number of programmes aimed at giving team
members the tools to help them develop as individuals.

In March, a new Advanced Apprenticeship in Hospitality
Supervision and Leadership, integrated into our
management development programmes, was launched

with a commitment to pilot a Higher Apprenticeship,
which is new to the hospitality sector and equivalent
to a Foundation Degree.

The four key elements of our skills development
programme continue to be:

] English and mathematics;

] Whitbread Apprenticeships;

o[ specialist technical skills training; and

] management skills and development.

This growing range of opportunities is critical to
attracting and developing great people, who value
the chance to progress.

In our Costa stores we serve an unbeatable cup of
handmade coffee. All Baristas begin their coffee-making
education in store with us as soon as they join. We
continue to nurture their skill and development through
our Barista Maestro programme. With a commitment

to on-the-job learning and career progression, our
Baristas and assistant managers need expert coaching
and leadership from our store managers. To achieve this
we have stepped up our management training through
Costa’s leadership development programme.

3,600 500

Skills based Number of participants
qualifications achieved in ‘Shooting Stars’

management

development
programme
Team members
currently ‘in learning’ 1 2 OOO
b ]
Management skills
93 O/ modules/courses
(o) completed in 2011/12
Success rate
for mathematics
course students

4,000
90%

Number of Costa
Baristas attending
Success rate for English
course students

a Costa Academy
29%

in 2011/12
Apprentices progressing

onto ‘Shooting

Number of Costa
managers attending
Stars’ management
development

the leadership
development
programme

programme
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Job opportunities

Our growth strategy makes Whitbread an exciting
place to work with numerous opportunities available
for talented people to progress. We are proud of our
ability to develop people throughout our business
and to build exciting and diverse careers for them.
As well as the opportunities presented by UK growth,
our international expansion through Costa and
Premier Inn offers exciting opportunities for some of
our talented team members to experience working
overseas in our international business.

We focus our energy on developing the skills that
equip our teams to confidently deliver an unbeatable
customer experience. We recognise this is pivotal to
our commitment to maintaining our highly engaged
teams, who in turn serve our customers with pride
for the product and pride for their place of work.

UK opportunities

Whitbread created 2,500 new jobs during the year,
with half of these roles being filled by the young or
long-term unemployed. We are focused on providing
long-term career opportunities for all of our people
by creating a great place to work. In total there

were 10,000 roles filled in the hotels and restaurants
businesses and from our management appointments
82% were filled internally.

Within our Costa business we also believe in developing
our talent internally and this year we have celebrated
the graduation of over 2,500 of our team members
from our talent development programmes - Barista
Maestro and Stars.

International opportunities

Our talent management and global mobility strategies
are developing the international leadership capability
to support our expansion plans.

“We will create
the conditions for
all to flourish in a high
performance, customer
focused organisation”
(Louise Smalley,
Group HR Director)

We are working with our business partners to ensure

that there are innovative ways of involving people that:

e[ enable the delivery of the brand promise;

e[ support the creation of a high team engagement
culture; and

<[ drive high performance.

Our aim is to develop a global people framework that
will enable our leaders to meet future organisational
challenges and opportunities and to deliver sustainable
performance.

WINcard and link to remuneration strategy

As explained on page 8, team engagement is key to the
Company’s ability to achieve its strategic aims. For this
reason, leaders throughout the organisation, including
the executive directors, are incentivised to achieve
excellent levels of engagement within their teams.

In addition, we measure how well we take care of
our people and our customers via our health and
safety audits. You will see we have achieved a green
health and safety audit score for 2011/12, which is a
fundamental hurdle to achieve bonus payouts across
other WINcard measures.

The Your Say measure was amber for the Group.

As shown on page 9 the team engagement score was
73% which didn’t quite meet the stretching target set
despite being an improvement on the prior year. Team
turnover was also amber at the Group level in 2011/12,
driven by a green score for Costa and a red score

for Hotels & Restaurants. The Hotels & Restaurants
team turnover target was very challenging for 2011/12,
although the trend has improved over a longer period,
with a 6%pts improvement since 2009. Our team
turnover remains consistently better than it is for

our competitors.

The ‘team’ WINcard results for 2011/12

Whitbread Group
Your Say
Team turnover

Health and Safety o

Hotels & Restaurants

Your Say

Team turnover @
Health and Safety ()
Costa

Your Say o
Team turnover o
Health and Safety ()

Please see page 8 for an explanation of how green, amber
and red scores are calculated.



Team members - opportunities to share in Whitbread’s success
Our teams are integral to Whitbread’s ability to deliver its strategy. Providing opportunities for them to earn
additional rewards for contributing to great results and to share in Whitbread’s success is very important.

New incentive In 2011 we launched ‘Feel Good’ in Costa and ‘Guest Promise’ in WHR which provides an

schemes incentive for all team members to really care for our customers and be inspired to deliver
great service. All our front line teams now have an opportunity to earn additional rewards
above their base pay and we have made over 15,000 team member awards since the launch
of the two schemes in the second half of 2011.

Sharesave We actively encourage our teams to connect to the success of the organisation through our
Sharesave scheme, which is available to all employees and offers an option price discounted
by 20%. The three and five year schemes which matured in February 2012 delivered a return
of approximately £4.3 million, shared between more than 1,100 employees. This is an excellent
way for our teams to share in the success of the Company.

Pay for Giving team members the opportunity to develop and progress is very important, but it is

progression equally important that we reward them appropriately as they do progress. Offering a clear
route of pay progression to all team members will drive team engagement and help to create
a great place to work and learn.

All team members currently have the opportunity to progress their pay through development
into more skilled roles or into management through ‘Shooting Stars’. Our growth depends on
attracting bright people with potential and retaining our skilled team members. Our aim is to
map out a clear route to pay progression for all roles, motivating and inspiring all to achieve
their potential.

Recognition Recognition and the celebration of success help to create an environment in which people
and celebration see that their work is valued and important and are inspired to achieve.

Whether it is our ‘Team Member of the Quarter’ award, our ‘General Manager of the Year’
award or one of the many customer compliments recognising the day-to-day service excellence
of our teams, we want it to be meaningful recognition which is celebrated and shared.

‘Good Together’ people pledges

We have developed a new set of people pledges that COOU *OGE"HER

feed into our ‘Good Together’ corporate responsibility

programme. Our people pledges are focused on Results 2011/12

improving the lives of the people who work for us *[B,600Iskills-basedinationallylrecognised!

and the lives within the communities in which we qualifications awarded to our Hotels &

operate. Our aim is to positively impact the following Restaurants team members, with a further

social issues: 650 people in learning;

] reducing the skills gap; *[558ICostalteamimembersihavelgraduated

] reducing youth unemployment; from our development programme and we

e championing healthier lifestyles; and have trained 2,000 Barista Maestros;

] supporting charities and good causes. e[InJourlrestaurantsiwelworkedlwithithelPrince’sl
Trust to pilot a two week Work Inclusion scheme

Awards with 12 disadvantaged young people - four of

whom now have jobs with us. Following this

success we will be rolling this programme out

PLATINUM AWARD 2012 across our hotels and restaurants;

<[Ourlcharityltargetiofiraisingl£1 millioniforl
WaterAid was achieved in late 2011, helping
more than 66,000 people in India gain access
to a long-term supply of safe water, improved
sanitation and hygiene education;

BITC CR Payroll CRF Institute «[Thislyeariwelhavelraisedl£750,000IforlthelCostal
Index 2012 Giving One of Britain’s Foundation, bringing our total to £2.5 million
Platinum Best overall top employers enabling the opening of 24 schools, providing
standard campaign 2012 2012 education to 14,518 children and jobs to 312

teachers and support staff;
JAlfurtherl£421,000lhaslbeenlraisedliforiotherl

charities through our Raise and Match and

Payroll Giving schemes; and
[74%loflrespondentsitolourlYourlSaylsurveyl

believe that the Company is working hard

to operate according to the principles of

Good Together.
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Customer
heartbeat

We believe that to achieve our vision to become a
legendary business the customer has to be at the

heart of everything we do. Building a strong customer

heartbeat is the key to delivering outperformance
across all our brands.

We build a strong customer heartbeat by listening to
and understanding our customers better; providing
outstanding value; delighting them with innovative
new products; and making everyday experiences
special through great service provided by our
40,000 team members.

Customer insight

Hotels & Restaurants
Premier Inn is passionate about listening to and
learning from customers. As well as running regular
focus groups, Premier Inn has one of the UK’s largest
and most robust customer satisfaction surveys with
over 800,000 responses a year, up 20% on last year.
The survey rates customer satisfaction across 200
areas of the business from comfort of the bed to
friendliness of the team.

Listening to customers in this way has led to some
significant operational changes designed to improve
the customer experience:

What we learnt
from customers

Action taken

Result

Scores for the
comfort of
pillows were not
as high as those
for the comfort

The pillow
specification
was changed
and customers
were given a

Satisfaction
scores for
comfort of
pillows have
increased by

of the bed. choice of hard 15%pts.

or soft pillows.
Customers, WiFi access Satisfaction
particularly is now free for scores for WiFi
business 30 minutes in increased by
customers, Premier Inn 17%pts.
told us that rooms.

they wanted
an improved
WiFi facility
in their rooms.

In September 2011 Restaurants introduced a new
mystery diner programme whereby each site receives
a visit twice a month. The mystery diners are real
customers who are asked to test out a customer
journey with 25 key touch points and scores are
running at an industry-leading 85%. We also operate a
Guest Recommend programme that allows customers
to give their feedback either via telephone or online.
We have introduced a new incentive for customers

to complete the survey. This has led to a doubling of

12

responses with each site receiving an average of 60
per month giving the management team a much better
understanding of the customer experience on a site-by-
site basis.

As with Premier Inn, monthly customer focus groups
are a valuable means of gaining insight for the
Restaurants team. A direct learning from one of these
groups was a better understanding of what customers
like about the breakfast offer, which led to greater
focus on the breakfast proposition, helping to drive
breakfast sales up by 14% in the year.

Restaurants have also increased their Customer
Relationship Management capabilities growing the
CRM database to over 770,000 customers, up from
450,000 in February 2011. This provides a targeted way
of communicating with customers who are sent three to
four emails a month that are relevant to them. Brewers
Fayre, Beefeater Grill and Table Table have all launched
new websites in the year, where customers can submit
online booking requests and find out information about
individual restaurants. The new websites have seen
traffic increase by over 100% since launch.

Costa

Central to developing Costa’s understanding and insight
into the customer has been the introduction of the
‘Listen and Learn’ scheme across the entire UK estate.
Launched in September 2011 ‘Listen and Learn’ provides
real time customer feedback by store. The online survey
consists of just six key questions based on the consumer
hierarchy of needs. Customers are then able to give
verbatim feedback on their visit, which is analysed

and categorised by the system. This allows Costa to
understand what is important to customers and act on
their feedback. 97% of all feedback comes from our
Coffee Club database as customers are sent an email

on a quarterly basis asking for feedback on their recent
store visit.

Costa Coffee Club - Facts and Figures

2 +31%

Two-years old Visit frequency of

members increased
6.5m

by 31% since 2010
6.5 million

activated cards 1 2 ° 9 m
12.9 million promotional
1.9m

emails sent to members
1.9 million members

in 2011/12
registered on the

website £1 ° 9 m
Emails drove an average
+5%

incremental spend of
15p each, producing

Members spend

5% more than non-

£1.9 million of
additional turnover.
members on average



The impact of this scheme has been tremendous

in driving team engagement and enabling store
managers to address any concerns, significantly
improving the quality of the customer experience.

In addition the business has used key insights from
the data, as well as insights gained from research
and focus groups, to inform business and marketing
strategies. This measure will become bonusable from
2012/13 onwards, cementing the customer’s place at
the heart of the business.

Making everyday experiences special

Hotels & Restaurants

The secret of Premier Inn’s success is our focus on
delivering a ‘good night guaranteed’ for 12 million
customers a year. Testament to this is the low level
of invocations of the guarantee (when a customer
asks for their money to be refunded) at just 0.64%
of total rooms sold.

These invocations are used positively to signpost
where the Company should focus to improve its
customer experience. For example, the most common

reason for a customer invoking the guarantee is noise.

To address this issue the building specifications have
been enhanced to reduce the amount of noise in
rooms. At the new Leicester Square hotel, due to
open in May 2012, we have created a ‘room within

a room’ for additional soundproofing.

Customers have also been given new rates to
choose from this year with the introduction of great
value ‘Premier Savers’ ranging from £19 to £99. Over
1.8 million of these Premier Savers have been sold
this year, representing £56 million worth of revenue.
For customers that value flexibility Premier Inn has
also introduced the ‘Premier Flex’ product, which is
available at a higher rate and allows them to cancel
the room up until the day of arrival with no charge.

Premier Inn awards

)

P

World Travel British Travel Business Travel
Awards Awards Awards
World’s Leading Hotel Chain Best Budget
Budget Hotel of the Year Hotel Brand
Brand Best CR

programme

In a highly value sensitive market our Restaurant

brands have been innovating new value-led menus and
concepts to attract more covers. Within Brewers Fayre
the Buffet Place concept is proving hugely popular with
customers. Converted sites have seen a sales uplift of
c6%. 71 new Buffet Place sites opened in 2011/12 taking
the total to 95 and it will be rolled out to the remaining
34 Brewers Fayre sites in 2012/13. New food nights such
as ‘Mexican Night’ keep the concept fresh but the most
popular remain ‘Curry Night’ and ‘Chip Shop Night’.

Beefeater Grill and Table Table both introduced new
£4.99 menus this year to meet the increasing demand
for greater value dishes. These menus still include
the customers’ favourite dishes such as fish and
chips. Beefeater Grill has dialled up the brand’s steak
credentials with new steak seasonings and butters
to appeal to its core customer. New styles of

food, presented in creative ways, such as dipping
breads, bottomless salads and the use of wooden
boards instead of plates ensure the quality and style
of food remains enticing.

In October 2011 we implemented a new organisation
structure in our Hotels & Restaurants business. We put in
place a dedicated management team for Restaurants to
focus on delivering a best-in-class customer experience.
Key drivers include the introduction of a team member
incentive scheme launched in September, which enables
team members to earn bonus payments based on their
guest promise scores.

New Skills Academies have been set up to train people
in food quality and service. The first of these opened in
April in Hockley followed by Swindon and Manchester
in January 2012. Already 1,700 delegates have passed
through these Academies and there are plans for
9,000 team members to attend in 2012/13. Both the
Academies and incentive scheme are having a direct
impact on the customer service experience and the
results can be seen in improved guest scores and like
for like sales since the half year.

Alison
McCaig-White,
Regional Operations
Manager for Beefeater,
saw sites in her region
improve their guest scores
by 24% in the three months
after they had attended
the Beefeater Perfect
programme. ¢
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Costa

Once again Costa has enjoyed external independent
recognition as the UK’s No. 1 coffee brand. YouGov’s
U&A study conducted in January 2012 showed that
Costa still has the highest levels of usage in the UK of
the key branded coffee shop chains and when it comes
to ‘preference’ 30% of the UK adult population said
they would choose Costa, compared to 24% who
would choose Starbucks and 10% for Caffé Nero.

“If these three brands were next to
each other, which would you choose?”

YouGov 30%

24%

Caffé Nero Starbucks Costa

Costa’s success comes from giving customers a quality
coffee experience at their convenience whether it’s from
a Costa Express self-serve coffee bar, a new Metro store,
a concession in Tesco or a Beefeater Grill restaurant. Over
2011/12 Costa invested in 128 store refurbishments and
opened four of their new Metro design stores, including
the first outside of London in Leeds.

Over the course of the year Costa has delighted
customers with a number of new products including
Costa Light, the ‘Have it Your Way Costamisation’
campaign and delicious new flavours in the Ice Cold
Costa range.

The ‘customer’ WINcard results for 2011/12

Whitbread Group

Brand standards o
Guest heartbeat o
Like for like sales [ ]
Hotels & Restaurants

Brand standards o
Guest heartbeat [ )
Like for like sales ()
Costa

Brand standards o

Guest heartbeat

Like for like sales

Please see page 8 for an explanation of how green,
14 amber and red scores are calculated.

Costa awards

ROPEAN
FFEE

ka | EUROPE )
e | COFFEE AWARDS Rﬂ}gs[)tragﬁgv
4 Z dale

Marketing Week European Data Strategy

Engage Awards Coffee Awards Awards

20M 20M 201

Brand of the Year Best Branded Winners in
Coffee Shop Retail and
Chain - UK & Home Shopping
Ireland

Best Branded
Coffee Shop
Chain - Europe

Last summer’s Ice Cold Costa campaign was the most
successful ever; with sales up over 40% driven by best
sellers ‘Mango and Passion Fruit Cooler’ and a new
‘Coffee Cooler’. Costa Light was launched in July 201
and was a direct response to customer insight that
showed customers wanted lower calorie coffee products.
This is now around 2% of the coffee drinks sales mix.

WINcard performance

Although like for like sales were positive, the
WINcard score was red for both the Group and
Hotels & Restaurants as performance was impacted
by challenging economic conditions. All businesses
achieved green scores for brand standards, whilst
Costa achieved amber scores for like for like sales
and ‘guest heartbeat’ as they narrowly failed to meet
challenging targets.

€ooP 10CETHER

Results 2011/12
*WelservellOO%IRFAIcertifedICostalcofeelgloballyl

(in India we will meet this target in June 2012);
WelintroducedicalorifclvaluesionithelThymel

menus within Premier Inn and provide full

nutritional information online for every dish

we serve in our restaurants, whilst Costa will

be providing calorie information in-store from

May 2012 across the UK;
IWelarelonltrackitolmeetithelDepartmentlof]

Health’s 2012 salt targets which will deliver a

further 15% reduction on 2010 targets;
[Weloferimorelchoiceloflfruitlandlvegetablesl

on our children’s menus in line with the Food

Standards Agency’s 5-a-day guidelines;
<Alllpork,lbeeflandlpoultrylsourcedforiCostalinl

the UK is from British Farms;
*JAlllourimeat,lwhereverlitlislsourced,lislproduced!

to stringent animal welfare standards which meet

the international Farm Animal Welfare Council’s

(FAWC) Five Freedoms principles; and
Welachievedlseverallawardslthislyear,

including: Platinum status on the BITC CR Index,

inclusion in the FTSE4Good Index and Best

CR Programme at the Business Travel

Industry Awards.




Profitable
growth

Our strategy is designed to deliver outstanding results
for all our stakeholders decade after decade. We
intend to create shareholder value by delivering on
our five-year growth milestones, growing like for like
sales and driving returns on capital.

Growth

During 2011/12 we continued with our expansion plans in
Hotels & Restaurants and opened 4,055 new bedrooms
in 29 hotels as well as 12 new restaurants delivering

our highest organic growth to date. There are now 619
hotels (47,274 rooms) in the UK and 387 restaurants, of
which the great majority are adjacent to a Premier Inn.
We plan to open a further 4,200 new rooms by the end
of 2012/13. This, combined with the remainder of the
committed pipeline of 6,300 rooms, puts us on track
to achieve our milestone of 65,000 UK rooms by 2016.

Premier Inn UK - number of rooms
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2011/12

As well as our expansion plans we also continue to
invest in our existing estate and over the two financial
years to February 2013 we plan to have invested around
£70 million refurbishing some 13,000 rooms. This aligns
with our strategy of delivering quality and consistency
across our estate. Furthermore we have implemented

a new cluster management system to enhance the
efficiency and structure of our business and to
strengthen our position for future growth.

Overseas, we now have four hotels in the Middle East
and two hotels in India. We will continue to expand
our presence in these markets, with five hotels in

the pipeline. Beyond the pipeline, we will pursue a
‘capital right’ strategy to grow Premier Inn’s presence
in international markets. This means increasingly
concentrating new developments on management
contracts once we have established our brand in
each market with owned hotels.

In Costa, we had a strong store opening programme
during the period and opened a total of 332 net new
stores. Our international presence continued to grow

as we opened 157 net new stores, including 69 in China
while our UK business further strengthened through the

addition of 175 net new stores. This increased our
total number of stores to 2,203: 1,392 in the UK and
811 overseas.

Following the acquisition of Coffee Nation in March last
year and subsequent launch of Costa Express, we are
pleased by the progress made during the year with our
growth plans ahead of our original expectations. We
ended the year with 1,192 Costa Express units which
included 622 conversions.

In early 2012, we organised Costa into four divisions:
Costa UK Retail; Costa Enterprises (which includes
our key contract businesses of wholesale, corporate
franchise and Costa Express); Costa Europe, Middle
East and India (EMEI); and Costa Asia. This reflects
the increasing breadth and globalisation of Costa
and supports our growth strategy for the future.

Return on capital

Our growth plans require a significant investment of
capital and in 2011/12 we invested £307.9 million in

new and existing units. It is important therefore that

we invest this money well and deliver a good return

for our shareholders. The hotels and restaurants that
we have opened in the last three years are currently

on track to deliver a ROCE in excess of 20% at maturity.
In 2011/12 Costa delivered a ROCE of 32.4%, with Hotels
& Restaurants delivering a ROCE of 12.4%.

The importance of delivering strong returns is
demonstrated by the proposed changes to the LTIP
performance conditions. The Remuneration Committee
has concluded that, in order to more closely align the
LTIP to the strategic aims of the Company, it would be
appropriate to include ROCE both as a hurdle and a
multiplier to a base award generated by performance
against an EPS measure. Further details on the
proposed changes, which are subject to approval

at the AGM in June, can be found on page 40.

Like for like growth

Whilst it is important that we deliver on our growth
milestones and re-invest in our estate to maintain
the quality of our customer proposition, it is equally
important that we deliver good like for like growth.

In 2011/12, strong initiatives combined with our
continued focus on customer propositions drove
Group like for like sales up by 2.6%. Premier Inn
delivered a like for like sales increase of 3.2% despite
an overall slowdown in the hotel market in the second
half of the year, particularly in the regions. Like for
like revpar grew by 1.8% for the year. Revpar growth
remains a key focus for Premier Inn and during the
second half of the year we trialled our new pricing
system for both Premier Saver and Premier Flexible
rates. We are pleased with the success of this trial
and plan to roll it out to the remainder of the estate
during 2012/13.
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Restaurants like for like sales fell by 0.2% for the

full year with an improvement in the second half as
management actions drove covers growth of 4.8%.
Costa delivered another outstanding performance

with like for like sales up 5.5%. Meanwhile, Costa’s
international business continued to strengthen with
positive like for like sales growth across all regions
except Europe which has been affected by the financial
crisis in Greece.

2011/12 performance

Whitbread delivered a good performance in 2011/12
amid a challenging economic backdrop for the UK of
low consumer confidence and poor economic growth.
For the full year total Group sales rose by 11.2% to
£1,778.0 million and Group underlying profit before tax
increased by 11.3% to £320.1 million.

Our hotels and restaurants achieved a solid performance
during the year in an increasingly competitive and
challenging environment. Total revenues increased by
5.3% to £1,239.0 million with underlying operating profit
up 4.3% year on year to £295.6 million.

In the midscale and economy hotel market which
became progressively more challenging, particularly
outside of London, Premier Inn continued to
outperform its competitive set and delivered a resilient
performance with total sales up 8.3% to £755.9 million
(2010/11: £697.8 million).

Overseas, Premier Inn continued to perform well with
revpar and occupancy increasing across the board as
the Premier Inn brand established its position within
the Middle East and India.

The ‘profitable growth’ WiNcard results for 2011/12

Whitbread Group
Brand expansion o

Profit

Hotels & Restaurants

Brand expansion o
Profit
Costa
System sales o
Brand expansion o

Profit o

Please see page 8 for an explanation of how green,
16 amber and red scores are calculated.

Our restaurants made steady progress during the
second half of the year. A key feature has been a
more focused management team for our restaurants
which are predominantly located alongside a Premier
Inn. In addition we have improved our customer
offering through better value food and drink.
Revenues have increased by 1.8% to £483.4 million
(2010/11: £474.9 million) with covers growth of 1.5%.

Costa has produced another excellent performance
during the year, with total sales increasing by 27.5%
driven by good like for like sales growth and a strong
store opening programme. Following a strong top line
performance, underlying operating profit increased by
38.0% to £69.7 million.

Total system sales, which are sales derived from
Costa owned and franchise stores, were up 24.3%
to £819.3 million.

WINcard performance

Hotels & Restaurants achieved its WINcard performance
target for brand expansion, but missed its WINcard
profit target for the year. Costa achieved its targets for
brand expansion, profit and system sales. At a Group
level, Whitbread achieved its expansion targets, but
marginally failed to meet a stretching profit target.

€ooP 10CETHER

Results 2011/12
[Welleadlourisectorlinlsustainablelconstruction!
and energy efficiency - opening our tenth ‘green’
site in January 2012: The Beefeater restaurant
and Premier Inn in Camborne, Cornwall includes
numerous energy and water-saving features
including solar PV and electric car charging pods;
*Ourlsignifcantlinvestmentlandlinnovationlin
energy reduction initiatives has enabled us to
achieve an absolute carbon emission reduction of
0.75% whilst opening 29 new sites (incorporating
4,055 new bedrooms) and growing revenue
by 11.2%. Relative to sales, our carbon emission
efficiency has improved by 11.0%. This puts us
well on track to meeting our carbon reduction
target of 25% by 2016/17;
<[Theselachievementslhelpeditolsecurelourire-
certification by the Carbon Trust and our score
in the 2011 Carbon Disclosure Project placed us
ahead of the majority of our competitors;
Welachievedl1SOI500001icompliancelforithel
Energy Management System at our Costa
Roastery in Lambeth;
<Welachievedlal5%lreductionliniwaterluselrelative
to sales; and
*[Weldivertedi83%loflwastelfromlourlhotelslandl
restaurants away from landfill.




Good
Together

WINcard

Hotels & Restaurants achieved the Good Together
WINcard target during the year as significant
investment and innovation in energy reduction initiatives
enabled us to achieve an absolute carbon emission
reduction of 0.75% whilst opening 4,055 new rooms and
growing revenue by 11.2%. Relative to sales, our carbon
emission efficiency has improved by 11.0%.

The Costa WINcard target was to reduce food wastage
as a percentage of sales. While the WINcard target was
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Revenue
Group revenue increased by 11.2% year on year
to £1,778.0 million.

Revenue by business segment

2011/12 2010/1 %
(Em) (Em) Change

Hotels & 1,239.3 1177.3 5.3%
Restaurants
Costa 541.9 425.0 27.5%
Less: inter- (3.2) 2.7)
segment
Revenue 1,778.0 1,599.6 N.2%

The growth in revenue during the year was driven by

a combination of new openings and improved sales in
like for like units. 332 net new Costa Stores, eight net
new Restaurants and 4,430 net new Premier Inn rooms
opened and 315 net Costa Express machines were added.
Like for like sales across the Group grew by 2.6% with
Costa up 5.5% and Hotels & Restaurants up 1.8%.

The growth in Premier Inn rooms included 375 net
international rooms split across the Middle East and
India with one new hotel opened in each region. In

the UK and Ireland 4,055 new rooms were opened.

At Costa 175 net stores opened in the UK and 157 net
internationally. The development of Costa Express
continues at a pace with 315 net new machines installed
and 622 rebranded to Costa Express from Coffee
Nation. The installed base of the business is now

1,192 machines.

Like for like sales growth in Premier Inn benefited from
the further development of dynamic pricing which

saw the business continue to outperform its midscale
and economy sector competitors. In Restaurants the
establishment of a focused team is driving covers
growth, which was up 3.7% in the year, although a
reduction in spend per head resulted in like for like sales
falling marginally in the year by 0.2%. Costa achieved
5.5% like for like sales growth driven by a strong brand
preference, further take-up of the loyalty card and
product innovation both in the food and the drink ranges.

Results

Underlying profit before tax for the year is

£320.1 million, up 11.3% on last year. The underlying
profit before tax measure excludes the pension interest
charge, the amortisation of acquired intangibles and
exceptional items. Underlying diluted earnings per
share is 134.1p compared to 116.4p last year, up 15.2%.

Total profit for the year is £266.0 million which
compared to £222.1 million last year, up 19.8%.

Exceptional items

Exceptional items are set out in detail in note 6. In total
they amount to a £2.3 million benefit before tax and
£42.6 million after tax. A net profit on disposal of assets
of £14.4 million has been offset by the net impairment
of tangible and intangible assets amounting to

£11.3 million and an increase in the interest charged on
provisions of £0.8 million. Taken together these make
up a total pre tax exceptional credit of £2.3 million.

The exceptional tax credit of £40.3 million comprises
four items: a credit of £16.6 million arising from the
agreement of capital allowance claims by HMRC
following the review carried out after the abolition of
Industrial Buildings Allowances; the enactment during
the year of the reduction in the rate of Corporation
Tax to 25% from 1 April 2012 giving rise to a deferred
tax credit of £17.0 million; a reduction in deferred

tax liabilities of £9.2 million in respect of roll over
gains; and finally a charge of £2.5 million for tax on
exceptional items.

Interest

The underlying interest charge for the year is
£25.3 million compared to £24.3 million in 2010/11.
Although average net debt during the year fell
just over £10 million to £441.3 million, the blended
interest charged on borrowings rose as a result of
the refinancing that took place during the year.
Further details are set out below.

The total pre exceptional interest cost amounted to
£39.3 million. Included within this figure is an IAS 19
pension charge of £14.0 million (2010/11: £11.5 million).
This charge represents the difference between the
expected return on scheme assets and the interest
cost of the scheme liabilities.

Tax

An underlying tax expense of £84.4 million represents
an effective tax rate of 26.4% on the underlying profits,
which compares with 29.1% last year. This reduction in
rate is largely due to the reduction in UK Corporation
Tax of 2%pts to 26.2% for 2011/12. In 2012/13 the
effective tax rate is expected to be around 25%.

Earnings per share
Underlying diluted EPS increased by 15.2% to 134.1p.

EPS 2011/12 2010/1
Underlying (diluted) 134.1p 1n6.4p
Non GAAP adjustments (7.0)p (5.0)p
(inc. pensions interest)

Exceptional items 24.0p 15.3p
Total operations (diluted) 151.1p 126.7p

Further details can be found in note 11.

Dividend

Following a decision last year end to rebalance the
dividend between the interim and final payments,

the interim dividend was increased by 56%. As a
conseqguence, the recommended final dividend of
33.75p represents an increase on last year of 1.5%. The
proposed final dividend will take the total dividend for
the year to 51.25p, an increase of 15.2%. The dividend is
planned to be paid on 13 July 2012 to all shareholders
on the register at the close of business on 18 May 2012.
A scrip dividend alternative will again be offered.



Net debt and cashflow
The principal movements in net debt are as follows:

2011/12  2010/M
(Em) (Em)
Cashfowlfromloperations* 478.3 415.2
Capital expenditure (307.9) (202.2)
UK acquisition - (59.5)
Overseas investment and .6e) (3.4)
acquisition
Disposal proceeds 58.7 31
Interest (26.8) (24.3)
Tax (31.3) (34.5)
Pensions (95.4) (8.9)
Dividends (87.0) (61.5)
Other (3.4) 1.5
Net cashflow (16.4) 25.5
Net debt brought forward (487.9) (513.4)
Net debt carried forward (504.3) (487.9)

*This agrees to cash generated from operations in the
financial statements excluding the pension payments.

The Group has again generated strong cash flows
from operations in the year which are up on last
year by £63.1 million to £478.3 million. The Group,
as announced, has increased its investment in new
and existing units by increasing capital expenditure
to £307.9 million, up 52.3% on the prior year.

During the year the Group undertook a sale and
leaseback transaction selling seven properties for
£53.8 million.

The low level of cash tax reflects tax relief on recovery
plan payments to the pension fund plus a £23 million
cash tax benefit from the re-submission of capital
allowance claims following the abolition of Industrial
Buildings Allowances for hotels.

The total payments to the pension scheme were
£95.4 million, an increase of £86.5 million. Further
details are set out below.

Net debt as at 1 March 2012 was £504.3 million, an
increase in the year of £16.4 million. This compares to
a weighted average debt in the year of £441.3 million
which is £10.5 million less than last year.

During the year, the Group issued further private
placement loan notes in both US dollars and £ sterling
in line with the policy to diversify both sources and
maturity of debt. These loan notes were issued in

four series with maturities of seven and ten years and
coupons from 3.9% to 4.9%. The US dollar component
was swapped to £ sterling with the total transaction
having a value of £156.4 million and £ sterling interest
rates were fixed, ranging from 4.3% to 5.2%. The
proceeds, which were receivable in two tranches

in September 2011 and January 2012, were used to
repay drawings under the shorter maturity bank

debt. In November 2011 the Group completed a new
£650 million five year revolving credit facility with its
relationship banks to replace the pre-existing facilities
amounting to £855 million as at December 2011. This

was the final step in the Group’s medium-term financing
plan. The Group now has total facilities of £908 million,
of which £535 million was drawn at the year end.

The policy of the Board continues to be to manage
its financial position and capital structure in a manner
consistent with Whitbread maintaining its investment
grade status.

Capital expenditure

Total Group cash capital expenditure on property,
plant and equipment and intangible assets during
the year was £307.9 million with Hotels & Restaurants
spend amounting to £244.2 million and Costa

£63.7 million. Capital expenditure is split between
development expenditure, which includes the
acquisition and development of properties, and
maintenance expenditure. Development expenditure
has increased by £65.3 million to £196.0 million as
the Group stepped up its investment in new units and
maintenance expenditure increased by £40.4 million
to £111.9 million. A large part of the maintenance
expenditure was on room refurbishment to maintain
Premier Inn’s consistent standards.

Our current plans indicate that total Group capital
expenditure for the year ahead will be at similar
levels to 2011/12. In addition a further sale and
leaseback, similar in size to that in the last financial
year, is planned.

Pensions

As at 1 March 2012, there was an IAS 19 pension deficit
of £598.7 million, which compares to £488.0 million
as at 3 March 20171. The main movement in the deficit
from year to year is the actuarial loss of £177.2 million
in the year on the scheme liabilities principally as a
result of the 95 basis point fall in the discount rate.
This has been offset by amounts paid into the fund

of £95.4 million.

The payments into the scheme of £95.4 million include
the agreed deficit funding of £60.0 million for 2011/12
and an advanced payment of £25.0 million in respect
of the agreed deficit funding for 2012/13. This early
payment is part of the ongoing triennial valuation
discussions. These discussions will be finalised in 2012.

C Ly

Christopher Rogers
Finance Director

25 April 2012
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Risk
Mmanagement

Risk at Whitbread is measured by reference to
the strategic goals and reputational interests of
the Company. The link between the Company’s
strategy and the six categories of risk used can
be seen in the schematic below.

Team engagement
l : 2 l

Customer

heartbeat

Risks linked to strategy

L 2 L 2 L 2

Financial risks
Third-party risks

Operational
risks

Reputational

Health and risks

safety risks Market risks

Structure

The structure of the risk management process at
Whitbread is shown in the diagram at the bottom of
the page. Both Whitbread Hotels & Restaurants and
Costa maintain risk matrices aligned to their respective
strategic goals. The matrices analyse the risks to the
achievement of those goals and prioritise those risks

as low, medium or high based on both the likelihood
and potential impact of each risk. The matrices are
accompanied by supporting schedules outlining the
controls in place to manage each risk. These matrices,
together with controls and mitigations, are reviewed on
a quarterly basis by the respective management boards.

Profitable growth

The outputs from the process carried out at business
level form the basis of a Group-level risk matrix. This
includes the most significant business risks as well as
other risks specific to the Group. The Group risk matrix
is reviewed quarterly by the Board and annually by the
Audit Committee.

The process:

[ links risks to strategic objectives;

o[ prioritises risks based on likelihood and impact;

e[ articulates the key controls on which the business
relies in mitigating and/or monitoring the key risks;
and

o[ drives quarterly updates to the status of risks
and controls.

The risk and control matrices are used as the
foundation on which to develop the annual assurance
map, which ensures risks and controls are reviewed
and tested either by Ernst & Young, CMi or PwC

as part of the operational audit. Operational audit
work provides a level of independent assurance

on the application of key controls put in place by
management to mitigate both the likelihood and
impact of key risks to the Group and its businesses.

The current status

In total, there were 18 risks identified on the Group risk
matrix considered by the Audit Committee in March
2012. These risks were categorised into the following
six categories: health and safety; reputational; market;
financial; third-party; and operational.

Mitigating controls are in place for all 18 risks, together
with appropriate assurance processes. After taking
account of these controls the Audit Committee and the
Board considered that 13 of the risks either had a low
likelihood of occurring or would have a low impact in
the event that they did occur. For this reason, these 13
risks have not been categorised as principal risks for the
purposes of this report. The Board considers that for all
13 of these risks there has been no deterioration of the
position during the year.

The five principal risks identified, together with details
of mitigating controls, monitoring and assurance
processes and an indication of the current trend for
each are summarised in the table on page 21. The
Board does not consider any of these risks to have

a high likelihood of occurring.

Whitbread Group risk matrix
Reviewed quarterly by the Executive Committee and the Whitbread PLC Board and annually by the Audit Committee

Whitbread Hotels & Restaurants risk matrix
Reviewed quarterly by the
Whitbread Hotels & Restaurants
Management Board

Costa risk matrix
Reviewed quarterly by the
Costa Management Board

Operational audit
Scope agreed by Audit Committee to address key risks identified and carried out by PwC
Reviewed regularly by the Audit Committee
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Principal risks

Risk Mitigation controls Monitoring and assurance  Current trend
Health and The quality of expertise of members of the CMi, an independent Stable
safety risk: procurement, food development and safety company, carries out
serious health or and security teams mitigates the risk of regular audits on all
provenance issue serious food safety or provenance issues. outlets to measure their
relating to food. The Company monitors media reports to performance against a
help it to predict future issues and the Board  range of health and safety
emphasises the importance of this area. The  standards, including food
Company has stringent food safety policies safety standards. Health
and a detailed sourcing policy. and safety is a hurdle
on the WINcard and
influences bonus payments
to employees. Regular
updates are provided to
the management boards
and to the Whitbread
PLC Board.
Market risk: Commercial action plans have been The executive teams Stable
consumer spending developed by the Group’s businesses in and the Whitbread
being adversely order to ensure that, in the challenging PLC Board review the
affected by the consumer economy, we continue to offer commercial plans and
macro-economic excellent value to our customers so that monitor performance.
environment. our hotels, restaurants and coffee shops
are the number one choice in their market.
Trading results and economic indicators
are monitored to allow for speedy action
when required.
Market risk: Actions to outperform the competition are Relative market share Premier Inn
change in the developed on a strategic and tactical basis. information and timely Stable
market or Significant customer research is carried out  trading performance data
competitor activity  with Premier Inn, for example, receiving is produced and monitored
adversely affecting  more than 800,000 responses in 2011/12. by the executive teams Restaurants
trading in any of The customer insight received is used to and the Board. Stable
the Company’s develop action plans. Consumer trends,
businesses. both in the UK and overseas, are analysed
and competitor activity is monitored.
Monthly reports are produced by each Costa
business for the Board. Improving

Financial risk:
significant increase
in the pension
scheme’s actuarial
and/or statutory
deficit resulting

in higher pension
contributions or
the re-rating of the
Company’s credit.

The Company’s defined benefit pension
scheme is closed to new members and, for
future service, to existing members. The
Pension Investment Committee and its
advisers, as well as the internal pensions
team, have significant expertise in the area
and provide good quality oversight. The
investment strategy has been designed

to reduce volatility and risk and hedging
opportunities are utilised as appropriate.

Lane Clark & Peacock
have been appointed as
pensions advisers to the
Company. Pension fund
reports are reviewed by
the Board.

Deteriorating

Third-party risk:
third-party failing
and consequently
breaching the terms
of a significant
contract or giving
rise to a privity of
contract claim.

Credit control checks are carried out on
parties to significant contracts, along with
the continued auditing and monitoring

of those contracts. Regular reviews are
carried out on the potential for privity

of contract claims and, when they are
received, all efforts are made to lessen the
financial liability through negotiation with
the landlord or sale of the lease.

Credit controllers Stable
monitor risks and there

is a regular review of the

debtors registers by the

management boards.
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Board of directors whitbread.co.uk

Board of
directors

(Left to right)
Patrick Dempsey,
Richard Baker,
Susan Hooper,
Anthony Habgood.

Andy Harrison,
Wendy Becker,
lan Cheshire,
Stephen Williams.

Simon Melliss,
Christopher Rogers,
Susan Taylor Martin.
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“The Board functions well
and in line with first class
corporate governance”

Lorna Parker,
External Board evaluation
March 2012

Board agenda 2011/12
During the year the Board considered the following matters:

Standing ] Chief Executive’s report Quarter 3
agenda ] Finance Director’s report
items ] Health and safety report

(quarterly)

[ Internal controls (quarterly)

] Secretariat report (including
corporate governance updates)
Approval of major capital
projects

1

il
i
ol
il
e[
ol
il
e[

Costa International

Strategy day

Half-year results announcement
Innovation project

Post completion review

WHR update (Restaurants)
Costa update

Talent review

==

Approval of Annual Report Quarter 4
and Accounts

Approval of year-end

announcement

[ Innovation project

el Premier Inn International

o[ Bribery Act

Quarter 1 .

=]

Quarter 2 ] WHR update (Restaurants)
] Annual General Meeting
e[ Premier Inn International
] Good Together
] Approval of code of conduct
[ Premier Inn revenue
management
Private placement

2=

ol
ol
e[

i
e[
ol

e[
ol

Pensions update
Innovation project
Hotels & Restaurants
commercial action plans
2012/13 budget

Costa Enterprises update
Annual corporate
governance review
Insurance renewal
Conflicts of interest
annual review

Length of tenure of directors Number of
Area of expertise directors
Anthony Habgood NI
Andy Harrison | Retail sector 6
Patrick Dempsey ] e s
Christopher Rogers I Travel and hospitality sector 5
Richard Baker | Marketing 3
Wendy Becker |
lan Cheshire | | Legal 1
Susan Hooper — Financial 4
Simon Melliss |
Susan Taylor Martin | | International 7
Stephen Williams |
Commercial property 2
T T T T T T T T
’05 ’06 °07 08 ’09 10 ' 12 Technology 1

Date appointed to the Board
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Anthony Habgood

Andy Harrison

Stephen Williams

Chairman (since August 2005)

Date of appointment to the Board:
May 2005

Age: 65

External appointments:

Reed Elsevier plc and NV (Chairman)
Preqin Holding Limited (Chairman)
Committee membership:
Nomination Committee (Chairman)
Remuneration Committee
Experience:

Between 1991 and 2009 Anthony
served first as Chief Executive and
then as Chairman of Bunzl plc.

Prior to that he had served as Chief
Executive of Tootal Group plc and as
a director of the Boston Consulting
Group Inc. In addition, Anthony

has held the role of Chairman of
Molnlycke Healthcare (UK) Limited
and non-executive directorships at
Geest plc, Marks and Spencer Group
plc, National Westminster Bank Plc,
SVG Capital plc and Powergen plc.

Patrick Dempsey

Chief Executive

Date of appointment to the Board:
September 2010

Age: 54

External appointments:

None

Committee membership:

None

Experience:

Andy served as Chief Executive

of easyJet plc from 2005 to 2010
and was Chief Executive of RAC

plc (previously Lex Services plc)
from 1996-2005. Prior to this, he
held the roles of Managing Director
of Courtaulds International Fabrics
and Finance Director of Courtaulds
Textiles plc. In the past, Andy has also
held a non-executive directorship at
Emap plc, where he was Chairman
of the audit committee.

Christopher Rogers

Senior Independent Director

Date of appointment to the Board:
April 2008

Age: 64

External appointments:

Croda International Plc (NED)
Eversheds LLP (NED)

Committee membership:
Remuneration Committee
Nomination Committee
Experience:

Stephen retired as General Counsel
and Chief Legal Officer of Unilever
during 2010, having originally
joined them in 1986. Prior to that,
Stephen spent 11 years at Imperial
Chemical Industries plc. He was a
non-executive director of Bunzl plc
and Senior Independent Director of
Arriva plc.

Richard Baker

Executive director

Date of appointment to the Board:
January 2009

Age: 53

External appointments:

Business in the Community - talent
and skills leadership team member
British Hospitality Association
(Council member)

Hospitality Action (Trustee)
Committee membership:

None

Experience:

Patrick joined Whitbread in 2004 as
Managing Director of Marriott in the
UK, and has been in the hotel and
restaurant business for 30 years. He
was with Forte Hotels for 20 years,
prior to joining Compass Group

as Chief Executive of Restaurant
Associates. In 2005, Patrick became
Managing Director of Premier Inn.

Finance Director

Date of appointment to the Board:
May 2005

Age: 52

External appointments:

HMV Group plc (NED)

Committee membership:

None

Experience:

Christopher joined Whitbread over
seven years ago from Woolworths
Group plc where he was Finance
Director and also held the position
of Chairman of the Woolworths
Group Entertainment business. He
originally qualified as an accountant
with Price Waterhouse before
joining Kingfisher plc in 1988.
Christopher held a number of roles
in his time at Kingfisher, including
Group Financial Controller, Finance
Director and Commercial Director
of Comet Group plc.

Independent non-executive director
Date of appointment to the Board:
September 2009

Age: 49

External appointments:

Virgin Active Group (Chairman)
European Advisory Board,

Aimia (Chairman)

Advent International Plc
(Operating Partner)

DFS Furniture Holdings Plc
(Chairman)

Committee membership:

Audit Committee

Remuneration Committee
Experience:

Previously Richard served as Chief
Executive of Alliance Boots Group
plc and Chief Operating Officer at
Asda Group plc.



Wendy Becker

Susan Hooper

Susan Taylor Martin

Independent non-executive director
Date of appointment to the Board:
January 2008

Age: 46

External appointments:

Ocado Group plc (NED)
Committee membership:

Audit Committee

Remuneration Committee
Experience:

Wendy was Managing Director of
TalkTalk and Group Chief Marketing
Officer for Vodafone. Prior to this,
Wendy held the position of partner
at McKinsey & Company for 14
years. In the past, Wendy also held
the roles of brand manager with
Procter & Gamble and consultant
with Boston Consulting Group.

lan Cheshire

Independent non-executive director
Date of appointment to the Board:
September 2011

Age: 52

External appointments:

Acromas Travel (Chief Executive)
Committee membership:

Audit Committee

Experience:

Susan was Senior VP, EMEA at Royal
Caribbean Cruises International,
where she also represented them
on the board of First Choice
Holidays PLC. Prior to that she
worked at Pepsico International.
Susan previously served as a
member of the SC Johnson
European Advisory Board and

as a non-executive director of
Transcom, Royal & Sun Alliance,
Courtaulds Textiles and the

Suzy Lamplugh Trust.

Simon Melliss

Independent non-executive director
Date of appointment to the Board:
February 201

Age: 52

External appointments:

Kingfisher Plc (Group Chief Executive)
Department for Work and Pensions
(Lead Non-Executive Director)
Cambridge Programme for
Sustainability Leadership

(Chairman of Advisory Board)
Committee membership:
Remuneration Committee (Chairman)
Nomination Committee

Experience:

lan is currently Group Chief
Executive of Kingfisher plc, having
previously served as Chief Executive
of B&Q UK from June 2005. Prior

to joining Kingfisher in 1998, he
worked for a number of retail
businesses including Sear & Guinness.

Independent non-executive director
Date of appointment to the Board:
April 2007

Age: 59

External appointments:

Member of the Committee

of Management of Hermes
Property Unit Trust

University College London
(Member of the Council)
Committee membership:

Audit Committee (Chairman)
Nomination Committee
Experience:

Simon, a chartered accountant,
was Chief Financial Officer of
Hammerson plc from 1995 to

201, having originally joined

the company in 1991 as Group
Financial Controller. Prior to

that, he served as the Group
Financial Controller of Sketchley
PLC and held senior finance
positions with Reed International.
Simon also previously held a non-
executive directorship at Associated
British Ports Holdings plc.

Independent non-executive director
Date of appointment to the Board:
January 2012

Age: 48

External appointments:

Thomson Reuters (President, Media)
Committee membership:

Audit Committee

Experience:

Susan previously held a number

of other roles at Thomson Reuters
including President, Global
Investment Focus Accounts and
Managing Director, UK and Ireland
within Thomson Reuters Markets.
Prior to this she was Global Head,
Corporate Strategy for Reuters,
which she joined in 1993.



Directors’ report

Directors’

report

Premier Inn Restaurants Costa
UK & Ireland UK UK
47,429 387 1,392
Overseas Overseas
1,296 81

The directors present their report and accounts
for the year ended 1 March 2012.

Certain information required for disclosure in this report
is provided in other appropriate sections of the Annual
Report and Accounts. These include the business
review, the corporate governance and remuneration
reports and the Group financial statements and notes
to those financial statements and accordingly these are
incorporated into the report by reference.

Principal activities and review of business

The principal activities of the Group are the operation
of a hotels and restaurants business and a coffee shop
business. These operations are largely carried out in the
UK, although Premier Inn operates one hotel in Ireland,
two hotels in India, one hotel in Abu Dhabi and three
hotels in Dubai via a joint venture. Costa operates coffee
shops in 25 overseas markets through joint ventures or
on a franchise basis, and wholly owns coffee shops in
Eastern Europe.

Details of the Group’s activities, developments and
performance for the year, the main trends and factors
likely to affect its future development and performance
and information required by the Companies Act 2006
are set out on pages 2 to 21. Details of the Company’s
WINcard, containing the key performance indicators
can be found on pages 8, 10, 14, 16 and 17.

Results and dividends

Group profit before tax and £303.5 million
exceptional items

Group profit before tax and £305.8 million
after exceptional items

Interim dividend paid on
10 January 2012




Appointment and replacement of directors

Directors shall be no less than two and no more than 20
in number. Directors may be appointed by the Company
by ordinary resolution or by the Board of directors.

In accordance with the UK Corporate Governance Code
2010 it has been decided that all directors will stand for
annual re-election at each AGM.

The Company may by special resolution remove any

director before the expiration of his or her term of office.

Directors automatically stop being a director if:

] they give the Company a written notice of resignation;

<] they give the Company a written notice in which they
offer to resign and the other directors decide to accept
the offer;

<] all of the other directors (who must comprise at least
three people) pass a resolution or sign a written notice
requiring the director to resign;

<] they are or have been suffering from mental or physical
ill health and the directors pass a resolution removing
the director from office;

] they have missed directors’ meetings (whether or
not an alternate director appointed attends those
meetings) for a continuous period of six months
without permission from the directors and the directors
pass a resolution removing the director from office;

] a bankruptcy order is made against them or they
make any arrangement or composition with their
creditors generally;

] they are prohibited from being a director under any
applicable legislation; or

] they cease to be a director under any applicable
legislation or are removed from office under the
Company’s Articles of Association.

Directors’ indemnity

A qualifying third-party indemnity provision (as defined
in Section 236 (1) of the Companies Act 2006) is in
force for the benefit of the directors.

Compensation for loss of office

There are no agreements between the Company and its
directors or employees providing for compensation for
loss of office or employment that occurs as a result of a
takeover bid.

Directors’ share interests

Held at Held at

01/03/2012 03/03/20M

Anthony Habgood* 50,797 50,797
Andy Harrison 191,106 161,673
Patrick Dempsey 24,957 24,957
Christopher Rogers 50,000 50,000
Richard Baker 8,198 4,966
Wendy Becker 6,000 6,000
lan Cheshire 300 -
Susan Hooper - =1
Simon Melliss 3,000 1,500
Susan Taylor Martin - -1
Stephen Williams 9,440 4,258

1. At date of appointment
*The share interests shown above include the non-beneficial
interests of Anthony Habgood in 522 shares.

Further details regarding the interests of the directors
in the share capital of the Company, including with
respect to options to acquire ordinary shares, are set
out in the remuneration report. There has been no
change to the interests shown above between the
end of the financial year and the date of this report.

Share capital
Details of the issued share capital can be found in
note 28 to the accounts.

Holders of ordinary shares are entitled to attend and
speak at general meetings of the Company, to appoint
one or more proxies and, if they are corporations,
corporate representatives to attend general meetings
and to exercise voting rights. Holders of ordinary
shares may receive a dividend and on a liquidation
may share in the assets of the Company. Holders of
ordinary shares are entitled to receive the Company’s
annual report and accounts. Subject to meeting certain
thresholds, holders of ordinary shares may requisition
a general meeting of the Company or the proposal of
resolutions at annual general meetings.

Voting rights

On a show of hands at a general meeting of the
Company, every holder of ordinary shares present,

in person or by proxy, and entitled to vote, has one
vote (unless the proxy is appointed by more than one
member in which case the proxy has one vote for and
one vote against if the proxy has been instructed by
one or more members to vote for the resolution and by
one or more members to vote against the resolution)
and on a poll every member present in person or by
proxy and entitled to vote has one vote for every
ordinary share held. Voting rights for any ordinary
shares held in treasury are suspended. None of the
ordinary shares carry any special rights with regard to
control of the Company. Electronic and paper proxy
appointments and voting instructions must be received
by the Company’s registrars not later than (i) 48 hours
before a meeting or adjourned meeting (excluding non-
working days), or (ii) 24 hours before a poll is taken, if
the poll is not taken on the same day as the meeting or
adjourned meeting.

Unless the directors decide otherwise, a shareholder
cannot attend or vote at any general meeting of the
Company or at any separate general meeting of the
holders of any class of shares in the Company or
upon a poll or exercise any other right conferred by
membership in relation to general meetings or polls
if he has not paid all amounts relating to those shares
which are due at the time of the meeting.

Where a shareholder with at least a 0.25% interest in a
class of shares has been served with a disclosure notice
in relation to a particular holding of shares and has failed
to provide the Company with information concerning
those shares, those shares will no longer give that
shareholder any right to vote at a shareholders’ meeting.
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Restrictions on transfer of shares

There are the following restrictions on the transfer

of shares in the Company:

] certain restrictions which may from time to time

be imposed by laws and regulations (for example,
insider trading laws);

pursuant to the Company’s share dealing code, the
directors and senior executives of the Company
require approval to deal in the Company’s shares;
where a person with at least a 0.25% interest in a
class of shares has been served with a disclosure
notice and has failed to provide the Company with
information concerning interests in those shares;
the subscriber ordinary shares may not be
transferred without the prior written consent of the
directors;

the directors can, without giving any reason, refuse
to register the transfer of any shares which are not
fully paid;

transfers cannot be in favour of more than four joint
holders; and

the directors can refuse to register the transfer of an
uncertificated share in the circumstances set out in
the uncertificated securities rules (as defined in the
Company’s Articles of Association).

[]
—

—

—

(]
—

—

—

The Company is not aware of any agreements between
shareholders that may result in restrictions on the
transfer of shares or on voting rights.

B shares and C shares

Holders of B shares and C shares are entitled to
receive an annual non-cumulative preferential dividend
calculated at a rate of 75% of 6 month LIBOR on a value
of 155p per B share and 159p per C share respectively,
but are not entitled to any further right of participation
in the profits of the Company. They are also entitled

to payment of 155p per B share and 159p per C share
respectively on a return of capital on winding-up
(excluding any intra-group reorganisation on a

solvent basis).

Except in limited circumstances, the holders of the B
shares and C shares are not entitled in their capacity as
holders of such shares, to receive notice of any general
meeting of the Company nor to attend, speak or vote
at any such general meeting.

Purchase of own shares

The Company is authorised to purchase its own shares
in the market. Approval to renew this authority will be
sought from the shareholders at the 2012 AGM.

The Company did not purchase any of its own shares
during the year. 14.1 million shares (representing 7.35%

of the total called up share capital at the beginning of

the year) are held as treasury shares (3 March 2011:

14.3 million). During the course of the year, the Company
transferred 143,000 shares from treasury to the Employee
Share Ownership Trust for the future satisfaction of
awards under the Long Term Incentive Plan.

Employee share schemes

Whitbread does not have any employee share scheme
with shares which have rights with regard to the control
of the Company that are not exercisable directly by

the employees.
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Major interests

As at the end of the financial year, the Company had
received formal notification, under the Disclosure and
Transparency Rules, of the following material holdings
in its shares:

% of issued

No. of shares share capital

BlackRock 17,184,930 9.73%
Schroders PLC 10,531,421 5.35%
Legal & General 6,960,723 3.97%
Standard Life 7,233,278 4.08%
Investments

Capital Group 5,986,397 3.38%

International, Inc.

No changes to the above have been disclosed to the
Company in accordance with rule 5 of the Disclosure
and Transparency Rules between the end of the
financial year and 25 April 2012.

Employment policies

Whitbread has a range of employment policies covering
such issues as diversity, employee well-being and

equal opportunities.

The Company takes its responsibilities to the disabled
seriously and seeks not to discriminate against current
or prospective employees because of any disability.
Full and fair consideration is given to applications for
employment made by disabled persons, having regard
to their aptitudes and abilities. Employees who become
disabled during their career at Whitbread will be
retained in employment wherever possible and given
help with rehabilitation and training.

Employee involvement

The importance of good relations and communications
with employees is fundamental to the continued
success of our business. Each of the Group’s operating
businesses maintains employee relations and consults
employees as appropriate to its own particular needs.
In addition, our employee opinion survey Your Say, is
conducted twice a year to provide insight in to the
views of employees.

Our employees are actively encouraged to take part
in our Sharesave scheme, which is available to all
employees and offers an option price discounted by 20%.

Regular internal communications are made to

all employees to ensure that they are kept well
informed of the performance of the Group and of
financial and economic factors that may affect the
Company’s performance.

Further information on employee involvement can
be found in the section ‘Team engagement’ on
pages 9 to 11.

Amendment of the Company’s Articles of Association
Any amendments to the Articles of Association

of the Company may be made in accordance with

the provisions of the Companies Act by way of

special resolution.



Significant agreements

The Company'’s facility agreements and the private
placement loan notes agreement, details of which
can be found in note 22 to the accounts, contain
provisions entitling the counterparties to exercise
termination or other rights in the event of a change
of control of the Company.

Contractual arrangements

The Group has contractual arrangements with
numerous third parties in support of its business
activities, none of which are considered individually to
be essential to its business and accordingly, it has not
been considered necessary for an understanding of the
development, performance or position of the Group’s
business to disclose information about any of those
third parties.

Financial instruments

Information on the Company’s use of financial
instruments, financial risk management objectives
and policies and exposure is given in note 25 of the
consolidated financial statements.

Supplier payment policy

The Company has no trade creditors (3 March 2011 nil).
The Group has a standard term of 60 days in respect
of payments to suppliers. Where this standard term
does not apply, operating companies are responsible
for agreeing terms and conditions for their business
transactions when orders for goods and services

are placed, so that suppliers are aware of the terms

of payment and the relevant terms are included in
contracts where appropriate. The Group keeps to the
payment terms which have been agreed with suppliers.
Where payment terms have not been specifically
agreed, it is the Group’s policy to settle invoices

close to the end of the month following the month of
invoicing. The Group’s ability to keep to these terms

is dependent upon suppliers sending accurate and
adequately detailed invoices to the correct address

on a timely basis. The Group had 47 days’ purchases
outstanding at 1 March 2012 (3 March 2011: 48 days)
based on the trade creditors at that date and purchases
made during the year.

Charitable and political donations

No direct charitable donations have been made by the
Company. Costa Limited, a subsidiary of the Company,
made a direct donation of £368,014 to the Costa
Foundation. Further details about the Costa Foundation
can be found on pages 11 and 17. In addition, the
Company organised and supported a number of
charitable events and a number of its employees
carried out charitable activities during working hours.
The value of these activities has not been quantified.
More information on charitable activities can be found
on page 17.

The Company has not made any political donations
during the year and intends to continue its policy of
not doing so for the foreseeable future.

Auditor

Ernst & Young LLP have expressed their willingness

to continue in office as auditor of the Company and a
resolution proposing their re-appointment will be put to
shareholders at the 2012 AGM. After proper consideration,
the Audit Committee is satisfied that the Company’s
auditor, Ernst & Young LLP, continues to be objective

and independent of the Company. In coming to this
conclusion, the Audit Committee gave full consideration
to the non-audit work carried out by Ernst & Young LLP.

The Audit Committee has considered what work should
not be carried out by the external auditor and have
concluded that certain services will not be carried out
by Ernst & Young LLP.

Disclosure of information to auditor

The directors have taken all reasonable steps to make
themselves aware of relevant audit information and to
establish that the auditor is aware of that information.
The directors are not aware of any relevant audit
information which has not been disclosed to the auditor.

Going concern

The Group’s business activities, together with the factors
likely to effect its future development, performance and
position are set out in the business review on pages 2
to 21. The financial position of the Company, its cash
flows, net debt and borrowing facilities and the maturity
of those facilities are set out in the Finance Director’s
review on pages 18 and 19. In addition there are further
details in the financial statements on the Group’s
financial risk management, objectives and policies (note
25) and details of the financial instruments (note 26).

A combination of the strong operating cash flows
generated by the business and the significant
headroom on its credit facilities support the directors’
view that the Group has sufficient funds available for
it to meet its forseeable working capital requirements.
The directors have concluded that the going concern
basis remains appropriate.

Annual General Meeting

The AGM will be held at 2.00pm on 19 June 2012 at
the Queen Elizabeth Il Conference Centre, Broad
Sanctuary, Westminster, London SW1P 3EE. The
Notice of Meeting is enclosed with this report for
shareholders receiving hard copy documents, and
available at www.whitbread.co.uk for those who
elected to receive documents electronically. At

the 2012 AGM, all voting will be by poll. Electronic
handsets will be utilised and results will be displayed
on the screen at the meeting.

Approved by the Board on 25 April 2012 and signed.

Simon Barratt
General Counsel and Company Secretary

Registered Office:
Whitbread PLC

Whitbread Court

Houghton Hall Business Park
Porz Avenue

Dunstable

Bedfordshire

LUS 5XE

Registered in England: No. 4120344

The directors’ report that has been drawn up and presented in
accordance with and in reliance upon applicable English company
law and any liability of the directors in connection with this report
shall be subject to the limitations and restrictions provided by such
law. The directors’ report includes the business review on pages 2
to 21 and this report on pages 24 to 27.

The Annual Report and Accounts contain certain statements about
the future outlook for the Group. Although the Company believes
that the expectations are based on reasonable assumptions, any
statements about future outlook may be influenced by factors that
could cause actual outcomes and results to be materially different.
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Corporate
governance

Introduction from Anthony Habgood, Chairman

As | mentioned in my statement on page 3, | believe
that corporate governance is not simply something
for the Board to consider as an agenda item at our

monthly meetings. For me, corporate governance is
something that touches all aspects of our business

and affects all of our employees in many different ways.

At an executive level this includes managers ensuring
that decisions are taken by the right people in the
Company in accordance with the schedule of matters
reserved to the Board and other relevant policies.

For our employees this includes having access to
our whistleblowing system so that any potential
problems can be raised in confidence through
independent channels.

Although corporate governance flows through all of
our operations, the Board takes responsibility for
leading on high standards of accountability and ethical
behaviours. During this year key governance activities
have included:

[ a review of the Company’s compliance with the
updated UK Corporate Governance Code which
came into force for financial years commencing
on or after 29 June 2010;

] an evaluation of the Board by an independent
external consultant;

[ a talent review and succession plan for key
executive roles;

] a Nomination Committee review of the Board
composition and completion of a recruitment
process resulting in the appointment of two
new non-executive directors; and

[ the Audit Committee’s review of the external
and operational audits.

| am proud of our core commitment to high
standards of governance as this is key to supporting
our financial performance and protecting your
Company. Simon Barratt our General Counsel and
Company Secretary provides further details below
on how Whitbread complied this year with corporate
governance requirements.
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Simon Barratt, General Counsel and Company Secretary
The new UK Corporate Governance Code (‘CG Code’)
came into effect in 2010 and 2011/12 was the first
financial year in which it was applicable to Whitbread.
This is the key source of guidance on corporate
governance matters. In light of the CG Code, and
as part of our commitment to high standards of
governance, we undertook a thorough review of
Whitbread’s corporate governance arrangements
including reviewing our:
e[ overall compliance with the CG Code with
respect to business and corporate practices;
<[ matters reserved to the Board; and
e[ terms of reference for each of the three Board
committees.

The results of this review were presented at the
January Board meeting and formally adopted by
the Board. During the year the Company complied
with all provisions set out in the CG Code.

Details of how Whitbread has applied the main and
supporting principles of the CG Code with regard to
remuneration can be found in the remuneration report
on pages 35 to 44. Details of the membership and
activities of the Remuneration Committee can be
found on page 37.

In addition to this, a new global code of conduct
has been adopted to take into account the 2010
UK Bribery Act and has been briefed to employees.

The information below sets out Whitbread’s compliance
in the following areas:

] The Board;

e[ Shareholder relations;

e[ Internal control; and

] Board committees.




The Board

Who is on the Board of directors?

There are eleven members of the Board including the
Chairman, Chief Executive and Senior Independent
Director.

Composition of the Board

1@

Chairman

3@

Executive directors

Independent
non-executive directors 7 @

As announced in April 2012, Christopher Rogers will
become Managing Director of Costa in August 2012.
He will remain a director when he takes on his new
role and, as the Board intends to appoint a new Group
Finance Director, it is anticipated that the number of
executive directors will increase at that time.

Details of each of the directors can be found by
folding out page 23. In that section, we have provided
information on the mix of skills and experience
represented on the Board. The Board brings together
individuals with a diverse range of experience and
expertise, which contributes to a positive culture of
mutual respect and constructive challenge.

What were the key activities of the Board this year?
The Board holds meetings at monthly intervals during
the year and on an ad hoc basis as and when required.
During the year, 11 meetings were held. Attendance at
meetings by directors is set out in the chart on page 34.
A set of Board papers, including monthly financial and
trading reports, is circulated in advance of each meeting
so that directors have sufficient time to review them
and arrive at the meeting fully prepared.

At each meeting, the Board starts with a review of the
minutes from the previous meeting, matters arising and
progress on action points. This is followed by reports
from the Chief Executive and the Finance Director
describing the operational and functional performance.
Reports from specific parts of the business and new
business opportunities are presented before a review
of the secretariat report which sets out any updates on
best practice and corporate legislation.

The Board has a rolling agenda which sets out matters
to be considered throughout the year. This allows all
directors to contribute to the setting of the agenda.
Having a rolling agenda ensures that there is a
structured approach to the consideration of recurring
issues with such items being evenly spread across

the calendar. This facilitates good management of

the agenda providing sufficient time for the Board to
discuss ad hoc items that arise during the year without
any loss of focus on standing items. The rolling agenda
is structured such that the Board gives its attention

to each area of the business in turn so that a strong
understanding of the entire Company is maintained.
This year, the Board has considered a range of matters,
details of which can be found on page 23.

There is a schedule of matters reserved exclusively

to the Board. These matters include:

<[ approval of Group financial statements and the
preliminary announcement of half and full year
results;

e[ changes relating to the Group’s capital structure;

e[ the annual budget and the Group’s business plan;

] approving acquisitions and disposals over a certain
threshold value;

e[ interim dividends and recommendation of final
dividends;

o[ establishment of Board committees, terms of
reference and membership of Board committees; and

] maintaining sound risk management and internal
control systems.

The schedule of matters reserved was reviewed at
the January 2012 Board meeting and was updated

to take account of best practice guidelines. The full
schedule of matters reserved to the Board is available
on our website.

How and why did the Board appoint new
non-executive directors this year?

This year, a routine review of Board composition led

to the conclusion that two new non-executive directors
could enhance the Board’s performance. The starting
point for this review was for the Nomination Committee
to determine the additional skills and experience
necessary. This was then compared with the range of
expertise of current Board members to identify any areas
which required increased representation. The Committee
then prepared a description of the capabilities required.

The Committee recommended that the Board could

be strengthened with the appointment of candidates
with experience of finance, hospitality, consumer-
branding, digital media and international businesses.
An external search consultancy, Spencer Stuart, was
engaged and a number of candidates were identified.
Selected candidates met with the Nomination
Committee. Further discussion by the Committee

led to a recommendation to the Board for the
appointment of Susan Hooper and Susan Taylor Martin.
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How does the Board keep up to date with

new developments?

A monthly report, prepared by the Company Secretary,
is presented at each Board meeting. This report
provides updates on corporate legislation and best
practice on matters including corporate governance.

Formal training events were attended by Board
members during the year on a range of issues including:
workshops on cyber security, managing risk and
corporate governance. Investor relations and market
updates were also considered by the Board.

All directors have access to independent professional
advice at the Company’s expense. Directors serving on
Board committees confirmed they are satisfied that they
receive sufficient resources to enable them to undertake
their duties effectively. Each director has access to the
Company Secretary for advice on governance.

How does the Board identify and consider
directors’ conflicts of interest?

A formal process is undertaken each year in February
when each director discloses to the Board details

of their external interests including any other
directorships which they hold.

The list of interests is assessed by the Board to determine
whether the director’s ability to act in the best interests
of the Company could be compromised. If there are no
such potential or actual conflicts, the external interests
are authorised by the Board. All authorisations are for a
period of 12 months. No director is counted as part of a
qguorum in respect of the authorisation of his or her own
conflict situation.

It is recognised that all organisations are potential
customers of Whitbread and, in view of this,

the Board has authorised all directors’ current
external directorships.

What are each of the Board members responsible for?

Case study with Susan Taylor Martin
Induction process

The induction process was tailored for Susan
and focused on Whitbread’s businesses.

Initial meetings were held with the Chairman,

Chief Executive, the Group HR Director, the

Finance Director and the Company Secretary,

followed by time with:

] the Managing Director of Hotels & Restaurants,
visiting Premier Inn sites;

[ the Managing Director of Restaurants, visiting
sites for each of the restaurant brands;

] the Managing Director of Costa, visiting
Costa outlets; and

e[ the Group’s lawyers and brokers.

Training and development goes well beyond the
induction process and is an ongoing process for
all Board members. Further training opportunities
will be offered to Susan depending on her needs.
The Chairman facilitates training for all Directors
in this way to ensure that the Board is able to
perform at an optimum level.

How is the independence of directors assessed?

The Board has a majority of independent non-executive
directors. Independence is assessed annually against
the CG Code. None of the provisions listed in the CG
Code which may compromise independence apply to
any of Whitbread’s non-executive directors.

Does the Company have appropriate insurance cover
in respect of legal action against its directors?

The Company has appropriate directors & officers
liability insurance in place. In addition to this, the
Company provides an indemnity for directors against
the costs of defending certain legal proceedings.
These are reviewed periodically.

All Board members have responsibilities in the areas of strategy, performance, risk and people.
Specific duties of the Chairman, Chief Executive and Senior Independent Director are set out below:
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Chairman

Chief Executive

Senior Independent Director

] leadership of the Board and
setting its agenda including
approval of the Group’s strategy,
business plans,
annual budget and key areas
of business importance;

] ensuring, through the General
Counsel, that the members of
the Board receive accurate,
timely and clear information;

e[ ensuring a culture of openness
and debate around the Board
table;

e[ ensuring that Board members
understand the views of major
investors; and

[ leading the annual evaluation of
the Board, the committees and
individual directors.

<[ optimising the performance
of the Company;

e[| ensuring effective
communication with
shareholders and employees;

e[ the creation of shareholder
value by delivering profitable
growth and a good return
on capital;

el ensuring the Company has a
strong team of high-calibre
executives, and putting in
place appropriate management
succession and development
plans; and

] leading the activities of the
Whitbread Leadership Forum -
a group of the Company’s most
senior executives.

<

o

o

being available to shareholders
if they have concerns which the
normal channels have failed

to resolve or which would be
inappropriate to raise with the
Chairman or the executive team;
supporting the Chairman in the
delivery of his objectives;
providing a sounding board

for the Chairman;

being available to serve as

an intermediary for the other
directors if necessary; and
leading the evaluation of the
Chairman on behalf of the
other directors.




How is performance evaluated?

Board and committees:

There were three aspects to this year’s evaluation:

e[ as in previous years, each director completed a
formal questionnaire on the performance of the
Board and each of the Board committees;

e[ the Chairman also met or spoke to all directors
on a one-to-one basis; and

<] an external evaluation of the Board was facilitated
this year by Lorna Parker, an independent consultant
and former Managing Director and Partner of
Spencer Stuart. As part of this review, Lorna met
each of the directors, the Company Secretary and
the Group HR Director to discuss the effectiveness
of the Board and its processes.

The outcome of the review was discussed with the
Chairman and Senior Independent Director and then

as an agenda item at the Board meeting in March

2012, which was attended by Lorna Parker. The review
concluded that there is “an open, supportive, cohesive
but challenging and disciplined culture within the board
room.” All the directors expressed a high degree of
satisfaction with their experience on the Board.

Shareholder relations
How does the Company interact with shareholders?

Suggestions for improvement included:

e[ the introduction of a formal annual update from
the Company Secretary and auditors on legal or
regulatory issues directly affecting the Company;

e[ holding meetings at Company sites when there are
new concepts/developments; and

e[ holding the planning and review meeting for the
Nomination Committee in March each year when
confirming the recommendation for re-election
of directors.

Individual directors:
The Chairman has one-to-one meetings with each
director to discuss their performance.

Chairman:

Every year the Senior Independent Director meets

with the non-executive directors without the Chairman
present to discuss the performance of the Chairman.
The Senior Independent Director also speaks with the
executive directors to gain their views before discussing
the results of the evaluation with the Chairman.

All shareholders
The Company communicates with both institutional and private shareholders through the following means:
<[thelCompany’siwebsitel(www.whitbread.co.uk),/wherelinformationlandinewslislregularlylupdated;
<lthelAnnuallReport,iwhichisetsloutldetailslofithelCompany’sioperationsiandlperformanceloverithelpast]

financial year and plans for future growth;

<[thelAnnuallGenerallMeeting,lwherelalllshareholdersihavelthelopportunityltolvotelonithelresolutions!
proposed and to put questions to the executive team; and
<Jpresentationsiofifulllandlhalf-yearlresultsitolanalystslandishareholders.

In addition, all shareholders are able to contact the Company by email, telephone or post to raise issues.
The Company also takes opportunities to interact more directly with institutional and private shareholders.

During 2011/12 this included the following:

Institutional shareholders

o[ the Chief Executive and Group Finance Director
held meetings with institutional investors
following the full year and interim results;

[ the Board received regular updates on the views
of major shareholders from the Company’s
stockbrokers and independent researchers;

e[ an ‘Investor Day’ was organised by Costa; and

] a consultation was held with major shareholders
on the proposed amendments to the LTIP (Long
Term Incentive Plan) scheme.

How are shareholders able to participate in the AGM?
The Notice of AGM and related papers are sent to

all shareholders at least 20 working days before the
meeting. The Company proposes a separate resolution
on each substantially separate issue including a specific
resolution to approve the report and accounts. For
each resolution, proxy appointment forms provide
shareholders with the option to vote in advance of

the AGM if they are unable to attend in person. All
valid proxy votes received for the AGM are properly
recorded and counted by Whitbread’s registrars.

Private shareholders
[ live webcast presentations of the annual and
interim results;
e[ electronic communications with shareholders
including use of the online share portal; and
executives presented to members of the UK
Shareholders’ Association.

=]

As in previous years, all voting by shareholders

will be by poll using electronic handsets. The voting
results, including proxy votes received, will be displayed
on a screen at the meeting. In addition, the audited

poll results will be disclosed on the Company’s website
following the meeting, and announced through the
regulatory news service.

The information that is required by DTR 7.2.6, relating

to the share capital of the Company can be found
within the directors’ report on pages 25 and 26.
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Internal Control

How does the Company maintain adequate systems

of internal control?

The Board is responsible for the Group’s systems

of internal control and risk management, and for
reviewing their effectiveness. These systems are
designed to manage rather than eliminate risk of

failure to achieve business objectives. They can only
provide reasonable, and not absolute, assurance against
material misstatement or loss.

The Board has established an ongoing process for
identifying, evaluating and managing the Group’s
significant risks. This process was in place throughout
the 2011/12 financial year and up to the date of this
report. The process is regularly reviewed by the Board
and accords with the internal control guidance for
directors in the CG Code. A report of the key risks can
be found on pages 20 and 21.

Key elements of the Group’s risk management and

internal control system include:

] the formulation, evaluation and annual approval by
the Board of business plans and budgets. Actual
results are reported monthly against budget and the
previous year’s figures. Key risks are identified and
action plans prepared accordingly;

[ the production by each business of a risks and
controls matrix, covering major risks and plans
which are considered regularly by the management
boards and form the basis of the Group risks matrix
considered by the Audit Committee;

] a regular review by the Board of changes in the
major risks facing the Group and development of
appropriate action plans;

o[ the consideration of risks and appropriate action plans,
when appraising and approving all major capital and
revenue projects and change programmes. A post
completion review of each major project is undertaken;

[ financial policies, controls and procedures manuals,
which are regularly reviewed and updated;

] the limits of authority, which are prescribed for
employees. Whitbread’s organisational structure
allows the appropriate segregation of tasks;

] the code of conduct, which is communicated
to employees;

] the PwWC operational audit team activity, which
reports on the effectiveness of operational and
financial controls across the Group; and

] the Audit Committee regularly reviews the major
findings from both operational and external audit.

Management and specialists within the finance
department are responsible for ensuring the appropriate
maintenance of financial records and processes that
ensure all financial information is relevant, reliable, in
accordance with the applicable laws and regulations,
and distributed both internally and externally in a timely
manner. A review of the consolidation and financial
statements is completed by management to ensure
that the financial position and results of the Group

are appropriately reflected. All financial information
published by the Group is subject to the approval of
the Audit Committee.
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The Board assesses the appropriate areas of risk upon
which assurance should be sought. The Committee
approves a rolling audit programme, ensuring that all
significant areas of the business are independently
reviewed within at least a three-year period. The
programme and findings of the reviews are continually
assessed to ensure they take account of the latest
information and, in particular, the results of the annual
review of internal controls. The effectiveness of the
operational audit team is reviewed annually by the
Audit Committee. The Audit Committee considers

the principal risks identified by the risk management
process which are also considered by the Board and
the management boards throughout the year.

An annual review of internal controls is undertaken by
the Board with the assistance of the Audit Committee,
which reports to the March Board meeting.

Going concern
The directors’ going concern statement can be found
in the directors’ report on page 27.

Business model and strategy

Information on the Group’s business model and
strategy can be found in the business review on pages
2 to 21.

Board Committees

The Board is supported by three committees, the
Audit Committee, the Nomination Committee and the
Remuneration Committee. The terms of reference for
each committee are reviewed annually and updated in
line with best practice. They are available in full on the
Company’s website.

A detailed report from the Chairman of the
Remuneration Committee is set out on pages

35 to 44. Summary reports for the Audit and
Nomination Committees can be found on page 33
and 34 respectively, followed by details of directors’
attendance at meetings during this financial year.



Audit Committee report

Members of the
Audit Committee

Simon Melliss (Chairman)
Richard Baker

Wendy Becker

Susan Hooper

Susan Taylor Martin
Simon Barratt (Secretary)

All members of the Committee are independent non-executive directors.

The Board regards Simon Melliss, with his previous experience as Finance Director
at Hammerson plc, to have recent and relevant financial experience as required

by the CG Code.

Key duties

(Full terms of reference
are available on the
Company’s website)

Monitor, review and report to the Board on the:
[ financial statements, risk management system and internal controls; and
o[ objectivity and effectiveness of the operational auditors and the external auditor.

Manage the engagement and review of performance of the external auditor
including approval of their remuneration.

Hold meetings with external and operational auditors without management
being present.

Assist the Board in fulfilling its corporate governance and oversight responsibilities.
Develop policy on the supply of non-audit services by the external auditor.
Review the adequacy and security of the Company’s whistleblowing facilities.

Review the Company’s systems and controls for the prevention of bribery.

Audit Committee agenda - 2011/12

Quarter 1

Review of effectiveness of internal controls

Review of risk matrix

Agreed scope of operational audit

Review of year end items including draft accounts and an update on tax matters
Review of whistleblowing incidents

Approval of Audit Committee terms of reference

Review of 2010/11 financial statements and auditor’s report

Operational audit report on year-end processes

Meeting of Committee with external auditor without executive directors present

Quarter 3

Approval of interim results for 2011/12

Interim review of external auditor including review of audit planning report
Interim review of operational audit

Tax update

Meeting of Committee with auditor without executive directors present

A statement relating to non-audit work carried out by the auditor is included in the directors’ report on page 27.
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Nomination Committee report

Members of the

Nomination Committee

Anthony Habgood (Chairman)
lan Cheshire

Simon Melliss

Stephen Williams

Simon Barratt (Secretary)

Key duties

(Full terms of reference

are available on the
Company’s website)

Review the size, structure and composition of the Board and its committees

Manage the selection and appointment process for new directors to be
recommended to the Board

Agree the recommendation for re-election of directors at the AGM

Nomination Committee agenda - 2011/12

Quarter 1

Commenced appointment process for two new non-executive directors
Review of committee membership

Review of terms of reference

Review of directors for re-election at the AGM

Quarter 2

Final decision on the appointment of two new non-executive directors

How does the Company approach the annual None of the non-executive directors has been a

re-election of directors?

director for a term longer than six years. If any non-

As required by the CG Code, all directors will be executive director was to serve for more than six
subject to re-election at the next AGM. The Nomination  years, the Nomination Committee’s policy would be to
Committee has reviewed the contribution and scrutinise their role more closely before recommending
commitment of each member of the Board and has re-appointment to ensure that the Board remains fresh
recommended their re-appointment at this year’'s AGM.  and dynamic.

Details setting out why each director is deemed to be

suitable for re-appointment will be included with the In accordance with the CG Code, none of the executive
AGM papers circulated to all shareholders. directors has more than one non-executive directorship

in a FTSE-100 company or a chairmanship of a FTSE-
100 company.

2011/12 attendance record of Board and Committee members

Audit Nomination Remuneration

Type of Meeting Board Committee Committee Committee
Attendance Attendance Attendance Attendance

record* record record record

Anthony Habgood 11/M - 4/4 6/6
Andy Harrison /N - - -
Patrick Dempsey 11/M - - -
Christopher Rogers 11/ - - -
Richard Baker 10/1 3/3 - 6/6
lan Cheshire 8/1 - - 6/6
Wendy Becker 10/11 3/3 - 6/6
Simon Melliss 10/11 3/3 4/4 =
Stephen Williams 9/M - 4/4 5/6
Susan Taylor Martin 3/3 - - -
Susan Hooper 4/6 - - -

Members of the executive team attended committee meetings as appropriate. Anthony Habgood is not formally a member of
the Audit Committee, but attended all three meetings during the year.

*Includes one meeting of the Board, which was held at short notice, to approve a major capital project. The meeting was attended by the
Chairman, the three executive directors and Susan Taylor Martin. The other directors were unable to attend due to prior engagements,
but all confirmed their agreement to the project by email.
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Parts of this report have been audited and these
are clearly marked as ‘audited information’.

Team engagement

Introduction from lan Cheshire

This was my first full year as Chairman of the
Remuneration Committee. In this report, you will

see that we have taken the opportunity to re-define
Whitbread’s remuneration principles. In doing so we
aimed to ensure that remuneration arrangements are
aligned with and support the delivery of the Group’s
business strategy and shareholder value creation.

The Whitbread strategy, which is to invest in growing its
leading brands, Premier Inn and Costa, has stretching
targets which if delivered successfully will create
significant value for our shareholders. The Committee
believes that the executive team should be rewarded for
the achievement of the strategy and therefore incentives
should be clearly aligned to delivering earnings growth
and returns above our cost of capital. To this end,
amendments to the Long Term Incentive Plan (LTIP)
have been proposed and are outlined later in this report.

The WINcard is a key element of our remuneration
structure. It is designed to ensure that executives

are incentivised on both non-financial and financial
measures. The customer heartbeat schematic, which is
described on page 8 shows how we intend to deliver
our strategic aims by providing a great place to work
for our people, so that they care for our customers and
provide them with an experience that will make them
come back time and time again. The diagram below
shows how measures driving remuneration are linked
to this model:

Customer X
Profitable growth

heartbeat

4

Strategic measures driving remuneration

4

EPS growth
Long Term Incentive Plan ROCE
Annual Incentive Scheme - Profit

profit element

Annual Incentive Scheme -
WINcard element

Your Say score
Health and safety hurdle

Market performance
Like for like sales
Carbon consumption

Guest net promoter score
Brand standards
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2011/12 highlights

Performance in 2011/12

The Group had another successful year, with sales
growth of 11.2% and pre-tax profits up 11.3%. This
profit growth, combined with good return on capital,
produced an operating cash inflow which funded
reinvestment of £307.9 million in maintaining our
estate and the proposed growth in the dividend.

Despite achieving double-digit profit growth, at Group
level we did not quite reach our profit target for the year.
On the WINcard measures, which are outlined on page
39 we achieved four green scores, one amber score

and one red score. You also will see on page 39 that the
combination of these results has led to reduced bonus
awards to the executive directors under the Annual
Incentive Scheme when compared to the prior year.

The performance conditions for the 2009 Long

Term Incentive Plan were met in full. There were two
independently operating conditions each relating to half

of the total award. Whitbread achieved top quartile TSR
performance against its comparator group over the last
three years, which was a very good result. The 2011/12 EPS
target required for full vesting was set, at a time of great
economic uncertainty, at 107p. The actual EPS achieved was
134.35p. This represents growth of RPI +9.6% per annum,
which is an excellent result in turbulent economic times.

Remuneration principles review

During the course of 2011, the Remuneration Committee
undertook a review of Whitbread’s approach to senior
executive remuneration to ensure that the remuneration
arrangements were aligned with and supported the
delivery of the Group’s current business strategy and
shareholder value creation. Updated remuneration
principles were agreed and details can be found on
page 38.

As part of the review it was agreed that the LTIP scheme
should be adapted so that it would be more closely
aligned to the Group’s strategic aims. After consulting
with the top 20 shareholders, as well as with the ABI and
RREV, we intend to seek approval for changes to the LTIP
at the AGM in June 2012, with awards being made under
the amended plan soon after the AGM rather than in April
under the current arrangements.

Clawback

The rules of the Annual Incentive Scheme were
amended in November 2011 to allow the Committee,
in the exceptional circumstances of a material
misstatement of the results on which an award was
based, to adjust unvested share awards.

2012 salary review

When reviewing the salaries of the executive directors we
take into account a range of factors including changes to
salaries across the Group, the personal performance of
the director measured against agreed objectives, current
trading circumstances and market data.

The general level of salary increases across Whitbread in
May 2012 will be 2.25%. In a year when levels of inflation
are expected to produce budgetary pressure it was
decided that a lower increase of 1.5% for members of
the Whitbread Directors’ Forum (the top 40 executives)
would be appropriate. As members of the Whitbread
Directors’ Forum, the executive directors are eligible

for an increase of 1.5%. However, Andy Harrison and
Christopher Rogers confirmed to the Committee that
they did not wish to receive a salary increase in 2012, so
their salaries will be the same as those reported last year.
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The basic salaries of the executive directors with effect
from 1 May 2012 will be:

Patrick Dempsey £426,300
Andy Harrison £717,500
Christopher Rogers £504,700

Total remuneration received by executive directors
The following table shows the total amount of
remuneration received by each of the executive directors
in 2011/12. This includes their salary and bonus (cash
bonus applicable to the 2011/12 financial year and to be
paid in May 2012), any cash paid in lieu of pension or
other benefits and an amount representing the vesting
of any share awards during the year. For deferred equity
awarded under the Annual Incentive Scheme in 2009 this
is the actual gain made at the point of vesting on 1 March
2012. For the 2009 LTIP this is based on the share price
at the close of business on 1 March 2012 as the awards
will not become exercisable until after the date of this
report. The table does not include share awards made
during the year, which are due to vest in 2015.

Total remuneration
received in 2011/12

Patrick Dempsey £1,981,403
Andy Harrison £1,159,212
Christopher Rogers £2,465,252

Christopher Rogers - new role

As announced earlier this month, Christopher Rogers

will become Managing Director of Costa with effect from

1 August 2012. The Committee considered how this change

would impact his remuneration package and agreed that:

<[ his basic salary will remain unchanged as a result of
the change of role;

e the quantum available to him under the Annual
Incentive Scheme will be unchanged at 167% of
salary, but that the WINcard element will be based
on the Costa WINcard results and the profit element
will be based on a 50:50 split between Costa PBIT
and Group underlying profit; and

<] the level of his LTIP award will remain unchanged
at 125%.

The changes to the method of calculating awards due
under the Annual Incentive Scheme will be made at the
half year, with Group performance still being used as
the measure in the first half of the year.

Total shareholder return graph

Source: Thomson Reuters
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The graph looks at the value, by 1 March 2012, of £100 invested in Whitbread PLC
on 1March 2007 compared, on a consistent basis, with that of £100 invested in the FTSE 100
Index based on 30 trading day average values. It is assumed that dividends are re-invested
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Remuneration Committee -

Members of the
Remuneration

membership, key duties and advisers

lan Cheshire (Chairman)
Richard Baker

Committee Wendy Becker
Anthony Habgood
Stephen Williams
Simon Barratt (Secretary)
Key duties Set the broad policy for the remuneration of the Chairman and the executive directors;

(Full terms of reference
are available on the
Company’s website)

Within the terms of the agreed policy, to determine the total individual remuneration
package (including bonuses, incentive payments, share awards and other benefits) of
the Chairman and each executive director;

Monitor the structure and level of remuneration of executive committee members;
Approve the design of and determine the targets 