THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any
doubt as to the action you should take, you are recommended to seek your own independent financial
advice immediately from your stockbroker, bank manager, solicitor, accountant or other independent
financial adviser duly authorised under the Financial Services and Markets Act 2000, if you are
resident in the United Kingdom, or, if not, from another appropriately authorised independent financial
adviser.

If you have sold or otherwise transferred all of your Punch Ordinary Shares, please forward this document,
together with the accompanying documents, as soon as possible to the purchaser or transferee or to the
bank, stockbroker or other agent through or to whom the sale or transfer was effected, for onward
transmission to the purchaser or transferee. Any person (including, without limitation, custodians, nominees
and trustees) who may have a contractual or legal obligation or may otherwise intend to forward this
document to any jurisdiction outside the UK should seek appropriate advice before taking any action.

The distribution of this document together with the accompanying Form of Proxy into jurisdictions other than
the UK may be restricted by law. Persons into whose possession these documents come should inform
themselves about and observe any such restrictions. Any failure to comply with these restrictions may
constitute a violation of the securities laws of any such jurisdiction. Application will be made to the UKLA and
to the London Stock Exchange for the Spirit Ordinary Shares to be admitted to the Official List and to trading
on the main market for listed securities of the London Stock Exchange, respectively. It is expected that
Admission of the Spirit Ordinary Shares will become effective and that dealings in the Spirit Ordinary Shares
will commence on the London Stock Exchange at 8.00 a.m. on 1 August 2011.

All of the Spirit Ordinary Shares which are to be issued pursuant to the Demerger are to be issued to
holders of Punch Ordinary Shares on the register of members of Punch at the Demerger Record Time
and no Spirit Ordinary Shares have been marketed to, nor are any available for purchase, in whole or
in part, by, the public in the UK or elsewhere in connection with Admission.

This document has been prepared in connection with the demerger of the Spirit Business from the Punch
Group and, unless the context otherwise requires, assumes that the resolution proposed in connection with the
Demerger which is numbered 1 in the Notice of Meeting at the end of this Circular will be passed at the
Punch General Meeting to be held on 26 July 2011 and that the Demerger is effected.

Pl

PUNCH TAVERNS PLC

(incorporated in England and Wales under the Companies Act 1985 with registered number 03752645)

Proposed Demerger of Punch Taverns plc’s Spirit Business
and
Notice of General Meeting

This Circular does not constitute or form part of any offer or invitation to purchase, otherwise acquire,
subscribe for, sell, otherwise dispose of or issue, or any solicitation of any offer to sell, otherwise dispose of,
issue, purchase, otherwise acquire or subscribe for, any security.

This Circular does not constitute a prospectus or prospectus equivalent document. The Spirit
Prospectus relating to Spirit Pub Company plc (including details of the Spirit Ordinary Shares) has
been posted to Punch Shareholders and published on Punch’s website at www.punchtaverns.com.

You should read the whole of this document and any documents incorporated herein by reference. Your
attention is drawn to the letter from the Chairman of Punch, which is set out on pages 5 to 16, and which
recommends that you vote in favour of the Resolutions, and to the Notice of Meeting which appears at the
end of this Circular. The Punch General Meeting will be held on 26 July 2011 at 9.30 a.m. at One Bunhill
Row, London EC1Y 8YY. A Form of Proxy for use at the Punch General Meeting is enclosed and, to be valid,
should be completed, signed and returned following the procedures described in the notes to the Notice of
Meeting so as to be received by the Company’s Registrars as soon as possible but, in any event, so as to
arrive no later than 9.30 a.m. on 22 July 2011 (or, in the case of an adjourned meeting, at least 48 hours
before the time appointed for holding the adjourned meeting). Alternatively, Shareholders may submit their
vote via the internet by accessing the website of the Registrars (www.eproxyappointment.com). CREST
members may also choose to utilise the CREST electronic proxy appointment service in accordance with the
procedures set out in the Notice of Meeting at the end of this document. Completion and return of a Form of
Proxy will not prevent members from attending and voting in person should they wish to do so.

For a discussion of the risk factors relating to the Demerger, the Punch Group (in the context of the
Demerger), the Spirit Group and the Spirit Ordinary Shares please see “Risk Factors” in Part Il of this
document.

Goldman Sachs International, which is authorised and regulated by the FSA, is acting for Punch Taverns plc
and Spirit Pub Company plc and for no one else in connection with the Demerger and will not be responsible
to anyone other than Punch Taverns plc and Spirit Pub Company plc for providing the protections afforded to
customers of Goldman Sachs International, respectively, or for affording advice in relation to the Demerger,
the contents of this document or any transaction, arrangement or other matter referred to in this document.



No representation or warranty, express or implied, is made by Goldman Sachs International (which is
authorised and regulated in the UK by the FSA), or any person affiliated with Goldman Sachs International, as
to the accuracy or completeness of the information set forth in this document, in connection with Punch, Spirit,
the Punch Ordinary Shares, the Spirit Ordinary Shares, or the Demerger and nothing contained in this
document is, or shall be relied upon as, a promise or representation in this respect, whether as to the past or
the future. Goldman Sachs International has not, nor has any person affiliated with Goldman Sachs
International, assumed responsibility for the accuracy or completeness of this document and accordingly they
disclaim, to the fullest extent permitted by applicable law, any and all liability whether arising in tort, contract
or otherwise which they might otherwise be found to have in respect of this document or any such statement.

THE CONTENTS OF THIS DOCUMENT ARE NOT TO BE CONSTRUED AS LEGAL, FINANCIAL OR TAX
ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT HIS, HER OR ITS OWN SOLICITOR,
INDEPENDENT FINANCIAL ADVISER OR TAX ADVISER FOR LEGAL, FINANCIAL OR TAX ADVICE.

Overseas Shareholders

The implications of the Demerger for, and the distribution of this document to, Overseas Shareholders may be
affected by the laws of the relevant jurisdictions in which such Overseas Shareholders are located. Such
Overseas Shareholders should inform themselves about, and observe, all applicable legal requirements.

It is the responsibility of any person into whose possession this document comes to satisfy themselves as to
their full observance of the laws of the relevant jurisdiction in connection with the Demerger and the
distribution of this document, including the obtaining of any governmental, exchange control or other consents
which may be required and/or compliance with other necessary formalities which are required to be observed
and the payment of any issue, transfer or other taxes due in such jurisdiction.

Overseas Shareholders should consult their own legal and tax advisers with respect to the legal and
tax consequences of the Demerger in their particular circumstances.

The Spirit Ordinary Shares have not been and will not be registered under the US Securities Act, or
under the securities laws of any state or other jurisdiction of the United States and may not be
offered or sold within the United States, except pursuant to an applicable exemption from, or in a
transaction not subject to, the registration requirements of the US Securities Act and in compliance
with any applicable securities laws of any state or other jurisdiction of the United States. There will be
no public offer of the Spirit Ordinary Shares in the United States.

The Spirit Ordinary Shares have not been approved or disapproved by the US Securities and
Exchange Commission, any state securities commission in the United States or any US regulatory
authority, nor have any of the foregoing authorities passed upon or endorsed the merits of the
offering of the Spirit Ordinary Shares or the accuracy or adequacy of this document. Any
representation to the contrary is a criminal offence in the United States.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS
BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (“RSA”) WITH
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE IMPLIES THAT ANY DOCUMENT
FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT ANY EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.

Forward-looking statements

Certain statements contained in this document, including those in the Parts headed ‘“Letter from the
Chairman”, “Risk Factors” and “Business Overview” constitute “forward-looking statements”. In some cases,
these forward-looking statements can be identified by the use of forward-looking terminology, including the
terms “believes”, “estimates”, “plans”, “prepares”, “anticipates”, “expects”’, “intends”, “may”, “will” or
“should” or, in each case, their negative or other variations or comparable terminology. You should specifically
consider the factors identified in this document, which could cause actual results to differ before making any
investment decision. Such forward-looking statements involve known and unknown risks, uncertainties and
other factors, which may cause the actual results, performance or achievements of Punch and/or of the Punch
Group, or industry results, to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Such forward-looking statements are based on
numerous assumptions regarding Punch’s and/or the Punch Group’s present and future business strategies
and the environment in which Punch, Spirit, the Punch Group and/or the Spirit Group, will operate in the
future. Such risks, uncertainties and other factors are set out more fully in the section of this document
headed “Risk Factors” and include, among others: risks relating to the Punch Group and/or the Spirit Group,
including those that relate to the pub industry and risks associated with the Demerger. These forward-looking
statements speak only as at the date of this document. Except as required by the FSA, the London Stock
Exchange, the Listing Rules, the Disclosure and Transparency Rules or applicable law, the Company
expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-
looking statements contained in this document to reflect any change in the Company’s expectations with
regard thereto or any change in events, conditions or circumstances on which any such statement is based.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Publication of Spirit Prospectus and this Circular 7 July 2011
Latest time and date for receipt of Forms of Proxy 9.30 a.m. on 22 July 2011
Punch General Meeting 9.30 a.m. on 26 July 2011

Latest time and date for transfers of Punch Ordinary Shares to be
registered in order for the transferee to be registered at the
Demerger Record Time 6.00 p.m. on 29 July 2011

Demerger Record Time 7.00 a.m. on 1 August 2011

Demerger Effective Time (issue of Spirit Ordinary Shares).
Admission to trading, listing of, and commencement of dealings in,
the Spirit Ordinary Shares on the London Stock Exchange 8.00 a.m. on 1 August 2011

Crediting of Spirit Ordinary Shares to CREST accounts
(uncertificated Shareholders only) 8.00 a.m. on 1 August 2011

Date by which share certificates for Spirit Ordinary Shares should be
received (certificated Shareholders only) 16 August 2011

(1) The times and dates set out in the expected timetable of principal events above and mentioned throughout this document may
be adjusted by Punch and Spirit in consultation with the Sponsor, in which event details of the new times and dates will be
notified to the UK Listing Authority, the London Stock Exchange and, where appropriate, Punch Shareholders.

(2) All references in this document to times are to London time unless otherwise stated.

Helpline

If you have any questions relating to the action you should take in relation to the Demerger, please
telephone the Shareholder Helpline on the number set out below. This Helpline is available from
9.00 a.m. to 5.00 p.m. Monday to Friday (except public holidays): +44 (0) 870 707 1248 (from
inside the UK calls cost five pence per minute plus network charges). Please note that for legal
reasons this Helpline will only be able to provide practical information and will not provide advice
on the merits of either the Demerger or Admission or give any financial or taxation advice. For
financial or taxation advice, you will need to consult an independent adviser.



PART |

LETTER FROM THE CHAIRMAN OF PUNCH TAVERNS PLC

Pliiach

T AV ERNS

Punch Taverns plc
(Incorporated in England and Wales under the Companies Act 1985 with registered number 03752645)

Directors: Registered office:
Peter Cawdron (Non-executive Chairman) Jubilee House
lan Dyson (Chief Executive) Second Avenue
Steve Dando (Finance Director) Burton-upon-Trent
Roger Whiteside (Managing Director — Leased) Staffordshire
Mike Tye (Managing Director — Managed) DE14 2WF

Tony Rice (Non-executive Director)
lan Fraser (Non-executive Director)
Mark Pain (Non-executive Director)
Walker Boyd (Non-executive Director)

7 July 2011

Dear Shareholder,

Recommended proposals for the demerger
of the Spirit Business from the Punch Group

1. Introduction

The Board of Punch today announced its intention to separate the Punch Group into two
businesses, with the Spirit Group to be separated from the rest of the Punch Group.

It is proposed that this separation will be effected by way of a demerger of the Spirit Group
(comprising 803 managed pubs and 549 leased pubs as at 1 July 2011) to a new company called
Spirit Pub Company plc. The Demerger is conditional, inter alia, upon the approval of Punch
Shareholders at the Punch General Meeting.

If the Demerger proceeds, Punch Shareholders who are registered on the Punch Share Register at
the Demerger Record Time will receive:

one Spirit Ordinary Share for each Punch Ordinary Share
then held by them. Punch Shareholders will continue to own their existing Punch Ordinary Shares.

Following the Demerger, it is expected that the Spirit Ordinary Shares will have a premium listing
on the Official List and be admitted to trading on the London Stock Exchange. The Punch Ordinary
Shares will retain their premium listing on the Official List and will continue to be traded on the
London Stock Exchange. The Demerger is expected to become effective on 1 August 2011. It is
expected that Admission of, and that dealings on the London Stock Exchange in, the Spirit
Ordinary Shares will commence at 8.00 a.m. on 1 August 2011.

The purpose of this document is to:
(i) set out the background to and the reasons for the Demerger;
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(i) explain why the Board believes the Demerger is in the best interests of Punch Shareholders
as a whole and why it unanimously supports the Demerger;

(iii) explain the Resolutions to be put to Punch Shareholders at the Punch General Meeting to be
held on 26 July 2011; and

(iv) unanimously recommend that Punch Shareholders vote in favour of the Resolutions.

The size of the Demerger, and the various legal actions which are being effected in connection
with the Demerger, means that the approval of the Demerger Resolution by the Punch
Shareholders is required pursuant to the Listing Rules and the Companies Act.

2. Background to and reasons for the Demerger

On 22 March 2011, the Company announced the outcome of its strategic review. As part of the
strategic review, an analysis was undertaken of the Punch Group’s strategy and operations as well
as its capital structure, with a view to developing a plan for the Punch Group which creates
sustainable growth in shareholder value and represents the best way forward for the Punch
Group’s business and its stakeholders.

The review began with an assessment of the UK eating-out and drinking-out market before moving
on to consider the Punch Group’s position within this market, reviewing its underlying growth
prospects and current operating plans for both its leased and its managed businesses.

The UK eating-out and drinking-out market

As part of the strategic review, the Company undertook an analysis of the eating-out and drinking-
out markets in the UK, which reinforced the well understood trends affecting the future of the pub
industry. The key trends which this analysis highlighted were:

e the long-term decline in drinking-out in pubs is expected to continue, driven by changing
consumer behaviour, relative price positioning and the impact of regulation. The Company
expects there to be a 3.1 per cent. per annum decline in drinking-out in pubs over the next
five years;

e the long-term growth in eating-out in pubs is expected to continue, driven by economic
growth, changing consumer behaviour and improvements in the quality, service and value for
money offering in the pub industry, particularly in the managed sector. The Company expects
there to be 3.5 per cent. per annum growth in eating-out in pubs over the next five years;

@ geographic and demographic influences are expected to become more apparent and more
relevant for the future of the pub industry. In particular, there is an increasing north/south bias
and pubs close to high population densities are expected to out-perform those in rural areas;

e the regulatory environment is expected to continue to affect the positioning and fortunes of
the pub industry; and

e the number of pubs in the UK is expected to continue to decline with the leased sector
experiencing a disproportionate amount of closures and the managed sector continuing to
grow.

The Punch Group’s managed business

The Punch Group’s managed business has a high quality, well-located pub estate, with an
attractive exposure to London, the South East and South West regions and areas with higher
population densities. Since August 2008, substantial progress has been made in repositioning the
business through the improvement of operating disciplines, the upgrading of talent, the revitalisation
and development of brands and investment in the estate. This repositioning has resulted in like-for-
like sales growth of 5.7 per cent. in the 40-week period ended 28 May 2011.

While progress has been made, the Punch Board believes there is much more to do and that
there is significant further sales, profit and value upside in the business. The managed business’s
average weekly sales per pub and operating margin before rent are behind its major competitors,
but the Punch Board does not believe that there are any structural reasons preventing the
business from closing the gap. The business has a well-positioned estate and the Punch Board is
confident that its operating and investment initiatives are working. A continuation of the current
operating momentum and investment in the business, supplemented by new customer and IT
infrastructure initiatives means that the business is well placed to continue to grow sales and
operating margins over the coming years.



In addition, there is an opportunity over time to build the scale of key brands such as Chef &
Brewer, Fayre & Square and Flaming Grill and, increasingly, the managed pub business intends to
add the expansion of these brands to its focus on operational delivery. An important part of this
opportunity comes from the 549 leased pubs within the Spirit Group. It is intended that up to 100
of these pubs, the majority of which were previously managed pubs, will be converted to one of
the managed brands over the next few years.

In summary, the managed pub business is well-positioned to capitalise on the continued growth in
eating-out and has a well-located estate. The business has a strong management team, positive
operating momentum and the potential to expand, all of which the Punch Board believes
represents a significant opportunity to drive sustained growth in shareholder value.

The Punch Group’s leased business

Since November 2008, significant progress has been made in moving the Punch Group’s leased
pub business forward. After two years of double-digit declines in like-for-like net income, the
business reported a decline of 5.8 per cent. in the 40 week period ended 28 May 2011 and,
helped by the ongoing disposal programme, delivered the first increase in average net income per
pub for three years. The Pathway to Partnership programme is succeeding in repositioning the
reputation of the business and improving trends in beer volumes and rental incomes.

While the business is profitable and generates free cash flow before debt amortisation, it does
continue to face a number of structural challenges. The leased sector as a whole is less well-
positioned than the managed sector to respond to changing market dynamics because of its
continuing reliance on the declining drinking-out market. In this context, the leased estate has a
strong core of pubs but, overall, is not currently well placed to deliver long-term sustainable growth.

Considering the above, and taking into account the financial position of the Punch A Securitisation
and the Punch B Securitisation which support the majority of the leased pub business, the Punch
Board does not believe that the current plan for the leased business will maximise value for
Shareholders. A more radical approach is needed, targeting an estate of around 3,000 high quality
pubs over the next five years. This smaller core estate, which as at 5 March 2011 accounted for
approximately 75 per cent. of EBITDA and in the year ended 21 August 2010 had an average net
income per pub of £80,000, is a high quality, geographically well-located portfolio which is
positioned to drive sustainable long-term growth in profitable revenues and cash flow.

In order to maximise the value of the leased pub business as it downsizes to around 3,000 pubs,
the leased pub business has been organised into two divisions: core and non-core, with each
division having separate teams focused on the specific plans for each:

e The plan for the core division, which as at 1 July 2011 comprised 2,954 pubs, is to drive
sustainable growth and embrace the Pathway to Partnership programme. The core division
will aim to attract the right partners through new lease offers, expand the Punch Buying Club,
develop the skills of its business relationship managers and invest to grow food revenues.

e The plan for the non-core division, which as at 1 July 2011 comprised 2,126 pubs, is to
maximise short-term returns with a clear focus on costs and cash flow. It is expected that
these pubs will be disposed of over a five-year period at a rate of around 500 per annum,
fewer than the number that the Punch Group achieved in 2009 and 2010. These disposals
will be phased to ensure a balance between speed of disposal and value. At the same time,
it is intended that the focus for the non-core estate will be to continue to drive the operating
performance of these pubs which will continue to be part of Pathway to Partnership and have
access to the same support infrastructure as the core division. The documentation relating to
the Punch Securitisations contains disposal conditions which restrict the ability of the leased
business to dispose of pubs where certain EBITDA thresholds are exceeded. However, due to
the current headroom within these thresholds, there is no immediate restriction on the ability
of the Punch Group to begin downsizing its estate.

In summary, while the challenges in the leased pub business are different from the managed pub
business, the Punch Board believes that it has a suitable plan to move the business forward and
to generate shareholder value. The leased pub business has a strong core of high quality pubs
that are expected to generate sustainable growth and value over time. In essence, the intention is
to shift the emphasis of the leased business from quantity to quality.
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Synergies

The Punch Board has examined the level and value of synergies between the managed and
leased pub businesses and has concluded that they are limited. Synergies that did exist in areas
such as financing arrangements, estate management and beer supply agreements have diminished
over time as the market has changed and as the divergence in performance and prospects of the
managed and leased pub businesses has widened. There is a limited amount of corporate shared
services covering areas such as finance, information technology, human resources and property, all
of which can be separated. As a result, the Punch Board believes that there are limited
incremental operating costs associated with a separation of the two businesses.

Capital structure

The Punch Group is financed through three whole business securitisations, the Punch A
Securitisation, the Punch B Securitisation and the Spirit Debenture, as well as cash resources held
by the Punch Group outside of these securitisations. The majority of the trading assets of the
business are held in the three securitisations.

In addition to the cash resources held outside the securitisations, there are also around 200
unsecuritised short leasehold properties and the Punch Group’s 50 per cent. interest in the
Matthew Clark joint venture. The short leasehold properties currently give rise to an annual cash
outflow of between £15 million and £20 million. The Company is exploring potential opportunities to
mitigate this liability and has placed much greater focus on driving operating performance and
investment in these pubs, which the Punch Board believes will reduce the cash outflow over time.
The Board intends to retain its shareholding in the Matthew Clark joint venture within the Punch
Group.

The Spirit Debenture includes the majority of the managed business, as well as 549 leased pubs
as at 1 July 2011. Actions taken to dispose of assets, repurchase debt and improve profitability
have led to a reduction in the debt within the Spirit Debenture. As a consequence of this, the
Punch Board believes the Spirit Debenture will support the growth, investment and development of
the managed estate while also facilitating cash returns to shareholders over time.

Debt repurchases and asset disposals have also reduced the absolute debt levels in the Punch A
Securitisation and the Punch B Securitisation but leverage, as measured by net debt to EBITDA,
has increased due to the decline in profitability. As a result, while the Punch Securitisations
continue to remain profitable and generate net cash flow (before debt repayments and disposals),
they remain in a highly leveraged position and require EBITDA support to maintain headroom in
the DSCR covenant. This situation, together with certain restrictions included in the debt
documentation, inhibits the ability of the leased business to execute its plan to downsize the estate
and to deliver value for stakeholders. There is no immediate restriction on the ability of the Punch
Group to begin downsizing its estate. However, following the Demerger, the relevant members of
the Punch Group may engage in some dialogue with key stakeholders with a view to optimising
the Punch Group’s capital structure and executing its plan to downsize its estate effectively. In the
meantime, the Punch Group expects to continue to provide the required financial support to the
Punch Securitisations to enable the leased business to build on the progress it has made.

Conclusions
In summary, the strategic review concluded:

e the Company’s current strategy is not sustainable and structural change is required to drive
value;

e the managed pub business requires investment and development to accelerate its operational
turnaround, take advantage of the growth potential of the eating-out market and grow its
estate;

e the leased pub business needs to be repositioned to realise the long-term value within its
estate by reorganising into two divisions, a core division and a non-core division, and
downsizing to an estate of around 3,000 high quality pubs;

e there are limited synergies between the managed pub and leased pub businesses and,
therefore, limited incremental operational costs associated with separating them; and

e the Punch Group’s current structure and financial position is a barrier to realising value in the
business.



A separation of the Spirit Group from the Punch Group is expected to remove actual and
perceived barriers to the continued profitable development of their respective businesses by
separating the responsibilities of management to provide focus on the development of their
respective trades, incentivising management accordingly and developing a clearer market reputation
for each business among suppliers, potential retailers, managers and the public.

In light of the factors identified above, the Board has concluded that the Punch Group’s current
structure needs to be simplified to better align stakeholders’ interests and to provide a stronger
foundation from which the managed pub and the leased pub businesses can each move forward
independently to execute the different plans required to drive value over time.

The Punch Board believes that this process of simplification will be best achieved through the
demerger of the Spirit Group from the rest of the Punch Group.

3. The Demerger
The benefits of the Demerger include, inter alia:

® enabling the different businesses of the Punch Group and the Spirit Group to focus on the
plans required in each to maximise value for shareholders and other stakeholders;

e enhancing the visibility and transparency of both the Punch and the Spirit businesses;

e providing choice and liquidity for all investors to choose to invest, or not, in the managed pub
or leased pub businesses; and

e providing certainty and clear accountability, together with targeted incentive arrangements, for
management and employees.

The Demerger will create two distinct entities with different strategic, operational and economic
characteristics and with separate management teams.

The Spirit Group

Upon Demerger, the Spirit Group will be one of the largest managed pub operators in the UK. The
Spirit Group is divided into two main divisions: a managed pub business (which owns 803 pubs as
at 1 July 2011) and a leased pub business (which owns 549 pubs as at 1 July 2011). The Spirit
Group’s objective is to maximise the long-term value of the Spirit Group for its shareholders
through a careful investment strategy and continued focus on operational excellence to develop a
high quality managed pub portfolio with a view to delivering sustainable growth. As described in
section 2 above, in recent years the management in the managed pub business has made
substantial progress in repositioning the business through the improvement of operating disciplines,
the upgrading of talent, the revitalisation and development of brands and investment in the estate.
The Spirit Board intends to continue with this repositioning and to invest in new brands and
refurbishments across the current managed estate. The Spirit Group’s leased pub business will be
operated as a separate division with a view to improving its profitability. In addition, the Spirit
Board expects, over the next few years, to convert up to 100 pubs from the leased estate into
managed pubs. It is intended that, over time, those leased pubs which the Spirit Board believes
are not suitable for conversion to managed pubs will be sold, with the speed and timing of such
disposals balanced against other factors, such as the value which can be obtained by the Spirit
Group. The current intention is that the Spirit Group will, over time, become a solely managed pub
business.

Following the Demerger, the Punch Group will continue to provide certain management and
administration services to the Spirit Group’s leased pub business, as it does currently, for a period
of up to nine months and certain limited communication services (namely email and telephony
forwarding) to the Spirit Group’s managed pub business for a period of up to nine months. For
further details of these arrangements, please see Section 9 of Part IX of this document.

In the 52 weeks ended 21 August 2010, the Spirit Group generated total revenue of £724 million,
EBITDA (excluding non-underlying items) of £131 million and operating profit (excluding non-
underlying items) of £98 million. At this date, the nominal value of Spirit's net debt amounted to
£828.6 million (being £866.5 million gross nominal debt less £37.9 million cash) and gross assets
of £2,354 million. In the 28 weeks ended 5 March 2011, the Spirit Group generated total revenue
of £378 million, EBITDA (excluding non-underlying items) of £67 million and operating profit
(excluding non-underlying items) of £49 million. As at this date, the nominal value of Spirit's net
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debt amounted to £794.9 million (being £843.5 million gross nominal debt less £48.6 million cash)
and gross assets of £2,375 million.

Further information on the Spirit Group is set out in section B of Part IV of this document.

The Punch Group

The financial information relating to the Punch Group included in this section is presented on a
basis that excludes the Spirit Group.

The Punch Group is a leading operator of leased pubs in the United Kingdom. As at 1 July 2011,
the Punch estate comprised 5,080 pubs located across the United Kingdom. In addition, Punch has
a 50 per cent. shareholding in Matthew Clark (Holdings) Limited, the holding company of the
Matthew Clark business, a leading drinks wholesaler and distributor.

The Punch Group’s long-term aim is to become one of the UK’s highest quality and most trusted
leased pub operators. As part of this aim, the Punch Group has reorganised its estate into two
separate divisions, a core division which consists, as at 1 July 2011, of 2,954 high quality pubs
and a non-core division of 2,126 pubs. The Punch Group’s plans for each of the core and non-
core divisions are described in section 2 of this Part I.

In the 52 weeks ended 21 August 2010, Punch generated total revenue of £559 million, EBITDA
(excluding non-underlying items) of £291 million and operating profit (excluding non-underlying
items) of £272 million. As at this date, the nominal value of Punch’s net debt amounted to
£2,314.7 million (being £2,593.3 million gross nominal debt less £278.6 million cash). In the 28
weeks ended 5 March 2011, Punch generated total revenue of £277 million, EBITDA (excluding
non-underlying items) of £138.7 million and operating profit (excluding non-underlying items) of
£139 million. As at this date, nominal value of Punch’s net debt amounted to £2,283.9 million
(being £2,537.1 million gross nominal debt less £253.2 million cash).

Further information on the Punch Group is set out in Section A of Part IV of this document.

4., Summary of how the Demerger is to be effected

The Demerger is to be effected by Punch declaring a special dividend equal to the book value of
Punch’s shareholding in Spirit Pub Company (Holdco) Limited, the current holding company of the
Spirit Group. This special dividend will be satisfied by the transfer by Punch to Spirit of the shares
in Spirit Pub Company (Holdco) Limited. In return for this transfer, Spirit will then allot and issue
Spirit Ordinary Shares to Punch Shareholders who are registered on the Punch Share Register at
the Demerger Record Time on the basis of one Spirit Ordinary Share for each Punch Ordinary
Share then held.

This requires, among other things, the approval of Punch Shareholders of the Demerger Resolution
to be proposed at the Punch General Meeting. Save for the approvals required from the UKLA and
the London Stock Exchange in connection with Admission no other approvals are required for the
implementation of the Demerger. However, Punch has entered into, and will continue to engage in,
dialogue with all of its key stakeholders in relation to the Demerger.

Further details of the Demerger are set out in Part V of this document.

5. Current trading and prospects — Punch and Spirit
Punch

On 8 June 2011, Punch announced its third quarter trading update, reporting further improvements
to underlying trends. The continued implementation of the Pathway to Partnership programme has
driven further progress with like-for-like net income for the 12 weeks ended 28 May 2011 down
only 3.3 per cent. The ongoing disposal programme, together with these improved like-for-like
trends, resulted in an overall growth in net income per pub for the 40 weeks ended 28 May 2011
of 1.3 per cent.

Despite the challenging broader UK consumer environment, the Continuing Group remains on track
to meet the Board’s full year expectations and the Board remains confident in the long-term
prospects for the business.

Spirit
On 8 June 2011, Punch announced its third quarter trading update for the Spirit Group. The Spirit

Group maintained the trends experienced earlier in the year delivering strong sales growth in its
managed pub business, with like-for-like sales growth for the 12 weeks ended 28 May 2011 of 7.3
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per cent. (5.7 per cent. for the 40 weeks ended 28 May 2011) comprising an 8.4 per cent. (7.0 per
cent.) increase in like-for-like food sales and a 7.3 per cent. (5.0 per cent.) increase in like-for-like
drink sales. While good weather is believed to have helped trading, the focus on operational
excellence and the continued investment in the estate resulted in the Spirit Group out-performing
the market. During the 40 weeks ended 28 May 2011, 160 pubs were refurbished with a focus on
continuing to build the Chef & Brewer, Fayre & Square and Flaming Grill brands. Excluding these
invested sites, uninvested like-for-like sales grew 3.5 per cent. in the 12 weeks ended 28 May
2011.

In addition, the positive momentum from the first half of the financial year continued within the
Spirit leased pub business, with like-for-like average net income per pub for the 12 weeks ended
28 May 2011 declining only 0.7 per cent. (3.9 per cent. for the 40 weeks ended 26 May 2011) to
£97,000 from £97,000 at 5 March 2011 and £99,000 at 21 August 2010 respectively.

While the broader UK consumer environment remains challenging for the Spirit Group, the Spirit
Board is confident that the combination of operational excellence and ongoing investment means
that the Spirit Group is in line to deliver the Spirit Board’s expectations for the 2011 financial year
and is well positioned with good long-term growth prospects for the future.

6. Effects of Demerger
Cash allocation

As part of the Demerger, after the payment of certain costs relating to the Demerger, the cash and
bonds held by the Punch Group as at 30 June 2011 have been allocated between the Spirit Group
and the Punch Group. The purpose of this allocation is to provide each business with the
appropriate financial resources and flexibility to deliver its strategic objectives and growth as well
as support their respective working capital requirements.

As at 30 June 2011, the Punch Group had total financial resources of £346 million, comprising
(i) £190 million of unrestricted cash held by the Punch Group outside of the securitisations, (ii) £111
million of restricted cash held within the three securitisations and (iii) £45 million of bonds held by
each of the Punch Group and the Spirit Group. An amount of £30 million was deducted from the
total amount of cash held by the Punch Group as at this date, being the amount which the Punch
Board estimates will be required to account for the Demerger related costs such as reorganisation
costs and transaction costs. The remaining amount of the cash and bonds was then allocated
between the Spirit Group and the Punch Group as follows:

e £181 million was allocated to the Punch Group to ensure that it has sufficient resources to
continue to support the Punch Securitisations for the foreseeable future. This cash balance
comprises £89 million of restricted cash held in the Punch Securitisations, £9 million of bonds
held by the Punch Group and £83 million of cash which is unrestricted and held by members
of the Punch Group outside of the Punch Securitisations; and

e the remainder was allocated to the Spirit Group to ensure that the Spirit Business has
sufficient cash to continue to implement its strategy of investing in its estate and redeveloping
its brands. This cash balance amounts to £135 million and comprises £22 million of restricted
cash held within the Spirit Debenture, £36 million of bonds held by the Spirit Group and £77
million of unrestricted cash held outside of the Spirit Debenture. Of such unrestricted cash, £4
million was held by the Spirit Group as at 30 June 2011 and £73 million was transferred to
the Spirit Group prior to the date of this document.

Summary pro forma financial information

As at 5 March 2011, the Punch Group had consolidated net assets of £1,217.9 million (extracted
without material adjustment from the consolidated financial statements of Punch for the 28 weeks
ended 5 March 2011). A pro forma statement showing the effect of the Demerger on Punch’s
consolidated net assets and liabilities is set out in Part VII “Pro forma Financial Information” of this
document. As shown in this statement, the illustrative consolidated total assets of the Punch Group
as at 5 March 2011 on a pro forma basis and adjusted to reflect the Demerger as if completion
had occurred on that date would have been £3,173.6 million. In the 28 weeks ended 5 March
2011, the revenue generated by the Punch Group was £655.4 million, of which £378 million was
generated by the Spirit Business.

As at 5 March 2011, the Spirit Business had consolidated gross assets of £2,375.4 million
(extracted without material adjustment from the historical financial information of the Spirit Business
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for the 28 weeks ended 5 March 2011). For the 28 weeks ended 5 March 2011, the Spirit Group’s
EBITDA was £67 million and the Punch Group’s EBITDA, adjusted to reflect the Demerger, was
£139 million.

For the purposes of declaring the Demerger Dividend the Directors have made a determination as
to the book value of Punch’s investment in Spirit Pub Company (Holdco) Limited. In connection
with this determination impairments have been made to the value of certain assets of the Spirit
Group. Further details are set out in Part VII: “Pro Forma Financial Information”.

Costs

The total costs and expenses to be incurred by Spirit and Punch in connection with implementing
the Demerger are estimated to be £30 million (exclusive of amounts in respect of VAT). These
costs represent costs incurred in relation to reorganising the Punch Group in anticipation of the
Demerger and transaction costs related to the Demerger. As described above, the estimated
amount of these costs and expenses has been deducted from the cash and bonds allocated
between the Spirit Group and the Punch Group as part of the Demerger.

The Board considers that the Spirit Business and the Punch Group can achieve their greatest
potential and value as independent businesses. However, it will be necessary for the Spirit Group
and the Punch Group to incur additional costs. These costs are not expected to be material to
either the Spirit Group or the Punch Group. These additional costs primarily relate to the
operational separation of the two businesses, including the separation of IT and administrative
service arrangements and agreeing and operating stand-alone supply agreements and pension
schemes for the Spirit Group. These additional costs and the Demerger of the Spirit Business will
have a dilutive effect on the earnings of the Punch Group.

7. Board structures and corporate governance

The Punch Group currently has a strong and experienced management team. Following the
Demerger, this team will form the core of the boards of Spirit and Punch, ensuring appropriate
continuity and will be supplemented by the addition of new talent in both businesses.

The directors of Spirit are:

Name Position in respect of Spirit

Executive Directors:

lan Dyson Chief Executive Officer

Mike Tye Deputy Chief Executive Officer

Russell Margerrison Interim Finance Director

Non-executive Directors:

Walker Boyd Non-executive Chairman

Mark Pain Non-executive director

Tony Rice Non-executive director and senior independent
director

In addition to the above directors, Christopher Bell will join the board as a non-executive director of
Spirit with effect from the Demerger Effective Time.

The current directors of Punch are set out at the beginning of this letter.

With effect from the completion of the Demerger, the directors of Punch will be:

Name Position in respect of Punch

Executive Directors:

Roger Whiteside Chief Executive Officer

Steve Dando Finance Director

Non-Executive Directors:

Peter Cawdron Chairman

lan Fraser Non-executive director

lan Dyson Non-executive director

Mark Pain Non-executive director and senior independent
director
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The biographies of the members of the boards of both companies are set out in section 3 of Part
IX: “Additional Information”.

The Board of Punch announced on 29 June 2011 that, having served as Chairman since January
2007, Peter Cawdron is to step down from the role. The Company has also announced that it will
appoint Stephen Billingham as its new non-executive Chairman. Peter will step down as Chairman
and Stephen will join the Board and become Chairman of the Company in September 2011.

Following the Demerger, lan Dyson will be Chief Executive Officer of Spirit and Mark Pain will be a
non-executive director of Spirit. However, for a transitional period, they will also be non-executive
directors of Punch in order to ensure a smooth and effective separation for both Spirit and Punch.

8. Dividend policies

Punch

Consistent with current policy, given the continued slowdown in the market in which the Punch
Group operates and the Punch Group’s operating results and financial condition, the Punch Board
currently considers it prudent to retain cash and further strengthen the Company’s balance sheet
before returning cash to Punch Shareholders through distributions. The Punch Board did not
recommend a final dividend for the 2008, 2009 or 2010 financial years and, other than the
Demerger Dividend, does not anticipate the Company paying or declaring any dividends for the
foreseeable future.

Spirit

The Spirit Board intends to adopt a progressive dividend policy while maintaining an appropriate
level of dividend cover. This dividend policy will reflect the long-term earnings and cash flow
potential of the Spirit Group and retain sufficient flexibility to finance anticipated investment in the
estate, fund debt amortisation and support the business generally. It is therefore the Spirit Board’s

intention to target an initial payout ratio of approximately 33 per cent. of net income over the
medium term.

Assuming that there are sufficient distributable reserves available at the time, the Directors intend
that Spirit will pay an interim dividend and a final dividend in respect of each financial year in
approximate proportions of one-third and two-thirds, respectively, of the total annual dividend. The
first dividend paid by Spirit is intended to be the interim dividend in respect of the period ending 3
March 2012, to be announced with its interim results in April and paid in June.

9. Risk factors

Shareholders should consider carefully the risks and uncertainties set out in Part Ill: “Risk Factors”
relating to the Demerger, the Punch Group (in the context of the Demerger), the Spirit Group and
the Spirit Ordinary Shares, along with all of the information set out in this document. If any or a
combination of these risks actually occurs, the market price of shares in Punch and/or Spirit may
decline.

10. Share schemes

Currently awardholders under the Punch Taverns plc Long-Term Incentive Plan 2008 (the “LTIP”)
have awards over Punch Ordinary Shares (structured as either nil-cost options or conditional
awards of shares). As a result of the Demerger each Punch Shareholder will be receiving Spirit
Ordinary Shares in addition to his Punch Ordinary Shares by way of distribution and it is intended
that the rules of the LTIP relating to company distributions shall be amended so that a similar
effect can be achieved for awardholders.

However, the rules do need two further amendments which require Shareholder approval as
follows:

(i) there is currently a limit on the number of shares which may be issued (or transferred from
treasury) in any 10 year period to satisfy LTIP awards of (i) 10 per cent. of the Company’s
share capital for all the Company’s share plans, and (ii) 5 per cent. of the Company’s share
capital for the Company’s discretionary share plans. It is proposed that these limits in the
LTIP will be amended so that any shares which are issued to satisfy awards held by persons
who become employees of the Spirit Group following the Demerger will be excluded for the
purposes of these limits. Any shares not counted towards these limits in the LTIP under this
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amendment would be included in Spirit's shareholder dilution calculations (against the same 5
per cent. and 10 per cent. limits) in addition to any shares that Spirit issues (or transfers from
treasury) under its own employee share plans; and

(i) under the rules of the LTIP employees who transfer to the Spirit Group would be treated as
leavers and thus the number of shares subject to their awards would be subject to “time pro
rating” to reflect the proportion of the original vesting period these employees have served in
the Punch Group. It is proposed that as those employees will continue to be employed by the
Spirit Group the rules of the LTIP should be amended so that the remuneration committee of
the Punch Board can disapply time pro rating for these individuals, which would otherwise
apply on Demerger. This would mean that employees transferring to the Spirit Group may
instead retain their awards until the normal vesting date. If one of these individuals ceases to
be employed by the Spirit Group before the normal vesting date of his award in “good leaver”
circumstances, the number of shares subject to his award will be time pro-rated by reference
to the date the participant ceases to be employed by the Spirit Group. If an employee leaves
the Spirit Group before the normal vesting date of his award for any other reason, the
number of shares subject to his award will be time pro-rated by reference to the date of
completion of the Demerger.

However, all Directors who are transferring to Spirit have agreed that if they leave Spirit prior to
the normal vesting date of their awards outstanding as at the date of this document, other than as
a ‘good leaver, the awards will lapse in their entirety. The LTIP award to be granted to Russell
Margerrison prior to the Demerger Effective Time will also be granted subject to similar terms.

In order to preserve a consistent method of calculating shareholder dilution across the Punch
Share Schemes, the same amendment to the limits on the Company issuing or transferring shares
from treasury will also be made to the terms of the Punch Taverns plc Share Bonus Plan, although
no awards are currently outstanding under this plan.

It is also proposed that the recruitment award made to lan Dyson in 2010 and described in that
year’'s annual report and accounts will be amended in the same way and this will be effected if the
above amendment to the rules of the LTIP is approved.

The Directors believe that these amendments are in the best interests of the Company to ensure
that option holders’ and award holders’ interests are properly aligned with Shareholders and that
employees remain incentivised to promote both Spirit and Punch following the Demerger.

Accordingly, a resolution is being proposed at the Punch General Meeting, pursuant to which it is
proposed that the amendments to the Punch Share Schemes described above be implemented.
The full text of the relevant resolution is set out in the Notice of Meeting at the end of this
document. It should be noted that the Demerger is not conditional on this resolution being passed.
However, the resolution to amend the Punch Share Schemes is conditional on the Demerger
Resolution being passed at the Punch General Meeting.

In order that the Demerger does not disadvantage participants in the Company’s other share plans,
any outstanding options in the Company’s Discretionary Share Plan (which are not “tax favoured”
HMRC-approved options) will be adjusted under the terms of the plan so that, to the extent these
options are exercised following Demerger, option holders will receive the number of Punch
Ordinary Shares which were originally subject to their option plus an equivalent number of Spirit
Ordinary Shares. HMRC-approved options will not however be adjusted as part of the Demerger.
Participants in the Company’s all-employee Share Incentive Plan will be treated in the same
manner as other Shareholders and will receive Spirit Ordinary Shares pursuant to the Demerger.

Mike Tye’s Spirit Value Growth Plan award will vest on completion of the Demerger, subject