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Attachments for Whitbread PLC
Part II. Organizational Action
14. Describe the organizational action and, if applicable, the date of the action or the
date against which shareholders' ownership is measured for the action
On May 26, 2020, Whitbread PLC (“Whitbread”, “Company”, “we”, or “us”)
commenced a rights offering to issue up to 67,277,416 ordinary shares (the “rights
offering”). Pursuant to the rights offering, each eligible stockholder of the Company
received one transferable subscription right (“right”) for every two ordinary shares held
as of close of business (London time) on May 19, 2020 (the “record date”). Each right
entitled the holder to purchase one new ordinary share at the subscription price of 1,500
pence per ordinary share. The rights offering expired at 11:00 a.m., London time, June 9,
2020.
15. Describe the quantitative effect of the organizational action on the basis of the
security in the hands of a U.S. taxpayer as an adjustment per share or as a percentage of
old basis
The U.S. federal income tax treatment of the receipt of a right by a stockholder is subject
to uncertainty. Whitbread Plc is taking the position that the receipt of a right is not
treated as a taxable distribution for U.S. federal income tax purposes.
Under Section 307(a) of the Internal Revenue Code and Treas. Reg. § 1.307-1(a), unless
the fair market value of a right is less than 15 percent of the fair market value of the stock
with respect to which the right is distributed (“old stock”), the basis of the right in the
hands of a stockholder that receives a right shall be determined by allocating the adjusted
basis of the old stock between the right and the old stock, in proportion to the fair market
values of each on the date of distribution.
On May 26, 2020, the fair market value for one ordinary share of Whitbread Plc was
£22.32 and the fair market value of one right was £7.32. This means that, as of the date
of the distribution, the fair market value of each right (i.e., £7.32) was 16.4% of the fair
market value of the old stock (i.e., two ordinary shares with a fair market value of
£44.64). Accordingly, the old stock’s basis should be allocated between the old stock
and the rights in proportion to the fair market values of each on the date of distribution.
The information contained herein does not constitute tax advice and does not take into
account any stockholder’s specific circumstances. Whitbread Plc stockholders should
read the U.S. federal income tax discussion in the prospectus for the rights offering under
"Taxation – Part B: U.S. Taxation” and consult their tax advisors, in light of their

[[DMS:5455374v4:07/02/2020--03:13 PM]]
[[DMS:5455374v6:07/08/2020--10:17 PM]]

particular circumstances, regarding the U.S. federal income tax consequences of the
rights offering.
16. Describe the calculation of the change in basis and the data that supports the
calculation, such as the market values of securities and the valuation dates
The following example illustrates the allocation of basis between the rights and the stock
with respect to which the rights were distributed under Section 307(a):
A hypothetical stockholder with a tax basis of £50,000 in 5,000 shares of Whitbread Plc
stock will receive 2,500 rights to purchase 2,500 new ordinary shares.
In the hands of the stockholder:
•

the rights will have a basis equal to £7,043.88 (i.e., £50,000 * £7.32 / (£7.32 +
£44.64))

•

the stock will have a basis equal to £42,956.12 (i.e., £50,000* £44.64 / (£7.32 +
£44.64)).

17. List the applicable Internal Revenue Code section(s) and subsection(s) upon which
the tax treatment is based
Sections 305(a) and 307(a).
18. Can any resulting loss be recognized?
A holder will recognize a loss on the sale or other disposition of the rights to the extent
such holder’s tax basis in the rights exceeds the amount realized from the sale or other
disposition.
If the rights expire unexercised then no loss will be recognized. The portion of the basis
in the ordinary shares previously allocated to the rights will be reallocated to the existing
ordinary shares.
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