


KPIs

2017 status

2018 speci ic priorities

Doing business responsibly

Number of people participating
in IHG® Academy programmes

®

2,999

IHG Academy programmes
across 74 countries

» Continue to provide skills and improved
employability to people through
IHG Academy (see page 19), ensuring
a positive impact for local people,
our owners and IHG.

Continue to drive quality growth in the
programme, including by increasing
engagement with our hotels.

Carbon footprint per
occupied room

®

155

reduction in carbon
footprint per occupied
room from 2013 2017
on a 2012 baseline

Continue to reduce our carbon footprint
across our entire estate.

Continue to drive quality use of the

IHG Green Engage system across our
entire estate.

Water use per occupied room
in water-stressed areas

®

5.3%

reduction in water use
per occupied room

in water-stressed areas
from 2013 2017 on

a 2012 baseline

Continue to reduce water use across
our entire estate, with a particular focus
on hotels in water-stressed areas.

Implement two water projects to improve
water stewardship and enable further
reductions in water use.

@ Restated.

for full disclosure of our carbon and water data,

Please see www.ihgplc.com/responsible-business
as well as more information on our new set of Responsible Business targets for 2018 2020.

Final dividend

The Board has proposed a inal dividend per ordinary share of 71.0¢. With the interim dividend per ordinary share of 33.0¢, the full-year
dividend per ordinary share for 2017 will total 104.0¢.

Dividend policy

The Group'’s business is highly cash-
generative and the Group has three
primary uses for its cash; investing to drive
growth, maintaining sustainable growth

in the ordinary dividend and returning
surplus funds to shareholders. These are
kept under constant review by the Board.

IHG has a progressive dividend policy,
which means growing dividend per
ordinary share each year. The Group has
an excellent track record of returning

funds to shareholders through ordinary
and special dividends and share buybacks,
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with the ordinary dividend seeing 11% CAGR
since 2003. This is in addition to special
returns of funds detailed on page 178.

In determining the dividend, the Group

seeks to maintain an e icient balance sheet
and investment grade credit rating and aims
to maintain a net debt: EBITDA ratio of

2.0 2.5x. The ratio at 31 December 2017 was
2.1x. The Directors will also take into account,
and ensure there are su icient, distributable
reserves. For more details on our dividend
policy and approach, see pages 5 and 42.
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Strategic Report

Performance

Key performance measures (including Non-GAAP measures)

used by management.

As well as the performance measures found in the Group Financial
Statements, the following key performance measures are included
in the performance review (and IHG at a glance on pages 2-3).

With the exception of RevPAR, these are financial measures that are either not defined under IFRS or are adjusted IFRS figures and are

therefore described as Non-GAAP measures.

Revenue per Available Room (RevPAR)

RevPAR is the primary metric used by management to track hotel performance
across regions and brands. RevPAR is also a commonly used performance
measure in the hotel industry.

RevPAR comprises IHG System rooms revenue divided by the number of
room nights available and can be mathematically derived from occupancy
rate multiplied by average daily rate (ADR). Occupancy rate is rooms occupied
by hotel guests expressed as a percentage of rooms that are available. ADR is
rooms revenue divided by the number of room nights sold.

References to RevPAR, occupancy and average daily rate are presented on

a comparable basis comprising groupings of hotels that have traded in all
months in both the current and prior year. The principal exclusions in deriving
this measure are new hotels, hotels closed for major refurbishment and hotels
sold in either of the two years.

RevPAR and ADR are quoted at a constant US dollar conversion rate, in order

to allow a better understanding of the comparable year-on-year trading
performance excluding distortions created by fluctuations in exchange rates.

Total gross revenuenm

An important measure of IHG System performance is the growth in total gross
revenue which provides a measure of the overall strength of the Group’s brands.
Total gross revenue comprises total rooms revenue from franchised hotels
and total hotel revenue from managed, owned and leased hotels. Other than

owned and leased hotels, total gross revenue is not revenue attributable to
IHG as it is derived mainly from hotels owned by third parties. A reconciliation
of total gross revenue to the owned and leased revenue included in the Group
Financial Statements is set out on page 28.

Underlying revenuem Underlying operating profit growthm Underlying fee revenuem Fee margin growthm

Underlying revenue and underlying operating profit both exclude the impact
of owned asset disposals, managed leases, significant liquidated damages
and current year acquisitions, all translated at constant currency using prior
year exchange rates. Underlying operating profit growth also excludes the
impact of exceptional items (see below). The presentation of these additional
performance measures allows a better understanding of comparable

year-on-year trading and thereby allows an assessment of the underlying
trends in the Group's financial performance. These measures also provide
consistency with the Group’s internal management reporting.

Underlying fee revenue and fee margin further exclude the revenue and
operating profit of the Group’s remaining owned and leased properties,
thereby providing metrics which measure the underlying performance
of the Group’s core fee-based business model.

Total operating profit before exceptional items and taxm Adjusted earnings per ordinary sharem Underlying earnings per ordinary sharen

Total operating profit before exceptional items and tax enables a better
understanding of the ongoing operational performance of the Group.

For example, total operating profit including exceptional items can be
significantly skewed by the profit on disposal of owned assets. In addition,
taxes can be influenced by external factors such as legislative changes,
and a before tax measure of operating profit is therefore considered more
reflective of the Group’s success in executing against its strategy.

Adjusted earnings per ordinary share excludes exceptional items, and their
related tax impacts, and is reconciled to basic earnings per ordinary share in note
9 on page 115 of the Group Financial Statements. Adjusted earnings per ordinary
share provides a per share measure that is not skewed by exceptional items.
Underlying earnings per ordinary share is calculated by dividing underlying
profit for the period available for IHG equity holders by the weighted average
number of ordinary shares, excluding investment in own shares, in issue
during the period.

Underlying earnings per ordinary share provides a per share measure based
on comparable year-on-year trading and reflects underlying trends in the
Group'’s financial performance.

An analysis of exceptional items for the periods covered by the performance
review is included in note 5 on page 110 of the Group Financial Statements.

Exceptional items are identified by virtue of either their size or nature and
are excluded from these measures so as to facilitate comparison with prior
periods and to assess underlying trends in the financial performance of the
Group and its regional operating segments. Exceptional items can include,
but are not restricted to, gains and losses on the disposal of assets,
impairment charges and reversals, and restructuring costs.

Total operating profit both before and after exceptional items is shown on the
face of the Group income statement on page 88, as permitted under IFRS.

Netdebtm

Net debt is used in the monitoring of the Group’s liquidity and capital
structure, and is a number used to calculate the key ratios attached to
the Group’s bank covenants.

Net debt comprises loans and other borrowings less cash and cash
equivalents, and is reconciled to the amounts included in the Group Financial
Statements in note 21 on page 126.

Net capital expenditurem

Net capital expenditure is defined as cash flow from investing activities,
excluding tax paid on disposals and adjusted for System Fund depreciation
and amortisation (recovery of previous System Fund capital expenditure).
For internal management reporting, capital expenditure is reported as either
maintenance, recyclable, or System Fund.

The disaggregation of net capital expenditure provides useful information as
it enables users to distinguish between System Fund capital investments and
recyclable investments (such as investments in associates and joint ventures),
which are intended to be recoverable in the medium term, compared with
maintenance capital expenditure (including key money paid), which
represents a permanent cash outflow.

Free cash flown

Free cash flow is defined as cash flow from operating activities (after
interest and tax paid), less purchase of shares by employee share trusts
and maintenance capital expenditure, including key money paid. In 2016,
free cash flow excluded the $95m cash receipt from renegotiation of
long-term partnership agreements.

Free cash flow is a useful measure for investors, as it represents the cash
available to invest back into the business to drive growth, pay the ordinary
dividend, with any surplus being available for additional returns to shareholders.

B These are Non-GAAP financial measures which should be viewed as complementary to, and not as a substitute for, the measures prescribed by GAAP.
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The performance review should be read in conjunction with the Non-GAAP
reconciliations on pages 154 and 155 and the glossary on pages 184 to 185.



Group

Group results

12 months ended 31 December

2017 2016 2017 vs 2016 2015 2016 vs 2015
$m $m % change $m % change
Revenue
Americas 1,025 993 3.2 955 4.0
Europe 241 227 6.2 265 (14.3)
AMEA 244 237 3.0 241 (1.7)
Greater China 126 17 7.7 207 (43.5)
Central 148 1“4 5.0 135 4.4
Total 1,784 1,715 4.0 1,803 (4.9)
Operating profit before exceptional items
Americas 644 633 1.7 597 6.0
Europe 86 75 14.7 78 (3.8)
AMEA 87 82 6.1 86 4.7)
Greater China 52 45 15.6 70 (35.7)
Central (110) (128) 141 (151) 15.2
759 707 7.4 680 4.0
Exceptional items 4 (29) 113.8 819 (103.5)
Operating profit 763 678 12.5 1,499 (54.8)
Net financial expenses (85) (87) 2.3 (87) -
Profit before tax 678 591 14.7 1,412 (58.1)
Earnings per ordinary share
Basic 306.7¢ 195.3¢ 57.0 520.0¢ (62.4)
Adjusted 244.6¢ 203.3¢ 20.3 174.9¢ 16.2
Average US dollar to sterling exchange rate $1: $1: $1:
£0.78 £0.74 5.4 £0.65 13.8

Highlights for the year ended
31December 2017

During the year ended 31 December 2017,
revenue increased by $69m (4.0%) to
$1,784m primarily resulting from 4.0% rooms
growth and 2.7% comparable RevPAR
growth. Operating profit and profit before
tax increased by $85m (12.5%) and $87m
(14.7%) respectively. Operating profit before
exceptional items increased by $52m (7.4%)
to $759m.

Underlying® Group revenue and underlying®
Group operating profit increased by $80m
(5.2%) and $59m (8.4%) respectively.

Comparable Group RevPAR increased by
2.7% (including an increase in average daily
rate of 1.1%). IHG System size increased by
4.0% to 798,075 rooms, whilst Group fee
revenue® increased by 4.1% (5.0% at
constant currency).

The net central operating loss before
exceptional items decreased by $18m (14.1%)
to $110m and by $15m (11.7%) to $113m at
constant currency due to an increase in
central revenues and the impact of our
strategic cost management programme.

Group fee margin was 50.4%, up 1.6
percentage points (up 1.4 percentage points
at constant currency) on 2016, after
adjusting for owned and leased hotels,
managed leases, and significant liquidated
damages. Group fee margin benefited from
efficiency improvements and by leveraging
our global scale.

Basic earnings per ordinary share increased
by 57.0% to 306.7¢, whilst adjusted earnings
per ordinary share increased by 20.3% to
244.6¢, reflecting the increase in operating
profit before tax and the impact of the share
capital reduction as a result of the share
consolidation in May 2017.

Underlying excludes the impact of owned asset
disposals, significant liquidated damages and the results
from managed-lease hotels, translated at constant
currency by applying prior-year exchange rates

(see pages 154 and 155). Underlying operating profit
growth also excludes the impact of exceptional items.

o

Underlying fee revenue is defined as Group revenue
excluding revenue from owned and leased hotels,
managed leases and significant liquidated damages
(see pages 154 and 155).

Accounting principles

The Group results are prepared under
International Financial Reporting
Standards (IFRS). The application of
IFRS requires management to make
judgements, estimates and assumptions,
and those considered critical to the
preparation of the Group results are

set out on page 100 of the Group
Financial Statements.

The Group discloses certain financial
information both including and excluding
exceptional items. For comparability

of the periods presented, some of

the performance indicators in this
performance review are calculated after
eliminating these exceptional items.
Such indicators are prefixed with
‘adjusted’. An analysis of exceptional
items is included in note 5 on page 110
of the Group Financial Statements.
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Performance continued
Group continued

Highlights for the year ended
31December 2016

During the year ended 31 December 2016,
revenue decreased by $88m (4.9%) to
$1,715m primarily as a result of the sale

of InterContinental Paris - Le Grand and
InterContinental Hong Kong. Operating
profit and profit before tax both decreased
by $821m to $678m and $591m, primarily
due to the gain on sale of InterContinental
Paris - Le Grand and InterContinental
Hong Kong during the year ended

31 December 2015. Operating profit before
exceptional items increased by $27m
(4.0%) to $707m.

Underlying® Group revenue and underlying®
Group operating profit increased by $69m
(4.6%) and $61m (9.5%) respectively.

Comparable Group RevPAR increased by
1.8% (including an increase in average daily
rate of 1.2%). IHG System size increased

by 3.1% to 767,135 rooms, whilst underlying
Group fee revenue® increased by 2.3%
(4.4% at constant currency).

At constant currency, the net central
operating loss before exceptional items
decreased by $12m (7.9%) to $139m
compared to 2015 (but at actual currency
decreased by $23m (15.2%) to $128m).

Group fee margin was 48.8%, up 3.3
percentage points (up 2.5 percentage points
at constant currency) on 2015, after
adjusting for owned and leased hotels,
managed leases, and significant liquidated
damages. Group fee margin benefited from
efficiency improvements and by leveraging
our global scale.

Basic earnings per ordinary share decreased
by 62.4% to 195.3¢, whilst adjusted earnings
per ordinary share increased by 16.2% to
203.3¢, reflecting the increase in operating
profit before exceptional items and the
impact of the share consolidation in

May 2016.

Group total gross revenue

12 months ended 31 December

2017 2016

$bn $bn % change
Analysed by brand
InterContinental 4.8 4.6 4.3
Kimpton 11 1.1 -
Crowne Plaza 4.3 41 4.9
Hotel Indigo 0.4 0.4 -
Holiday Inn 6.3 6.2 1.6
Holiday Inn Express 6.7 6.3 6.3
Staybridge Suites 0.9 0.8 12.5
Candlewood Suites 0.8 0.7 14.3
Other 0.4 0.3 33.3
Total 25.7 24.5 4.9
Analysed by ownership type
Franchised 14.9 14.3 4.2
Managed 10.6 10.0 6.0
Owned and leased® 0.2 0.2 -
Total 25.7 24.5 4.9

Total gross revenue is a Non-GAAP financial
measure, see page 26 for additional
information.

Total gross revenue increased by 4.9%

(5.7% increase at constant currency) to

$25.7bn, driven by IHG System size and
comparable RevPAR growth.

2 Underlying excludes the impact of owned asset disposals,

significant liquidated damages and the results from
managed-lease hotels, translated at constant currency
by applying prior-year exchange rates (see pages 154
and 155). Underlying operating profit growth also
excludes the impact of exceptional items.

o

Underlying fee revenue is defined as Group revenue
excluding revenue from owned and leased hotels,
managed leases and significant liquidated damages
(see pages 154 and 155).

¢ See note 2 of the Group Financial Statements on page 104.
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Group hotel and room count

Hotels Rooms
Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 194 7 65,998 2,348
Kimpton 66 5 12,516 1,278
HUALUXE 7 3 2,089 993
Crowne Plaza 44 6 114,800 997
Hotel Indigo 85 10 10,645 1,740
EVEN Hotels 8 2 1,238 228
Holiday Inn? 1,242 1 232,693 937
Holiday Inn Express 2,600 103 262,398 15,389
Staybridge Suites 255 19 27,745 2,135
Candlewood Suites 376 14 35,424 1,232
Other 101 4 32,529 3,663
Total 5,348 174 798,075 30,940
Analysed by ownership type
Franchised 4,433 12 552,834 10,184
Managed 907 62 242,883 20,810
Owned and leased 8 - 2,358 (54)
Total 5,348 174 798,075 30,940

@ Includes 47 Holiday Inn Resort properties (11,954 rooms) and 26 Holiday Inn Club Vacations properties (7,676 rooms)
(2016: 46 Holiday Inn Resort properties (11,652 rooms) and 26 Holiday Inn Club Vacations properties (7,601 rooms)).

Group pipeline

Hotels Rooms
Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 63 1 17,353 (127)
Kimpton 18 - 2,796 (302)
HUALUXE 21 1) 6,289 (667)
Crowne Plaza 86 (4) 23,047 (1,489)
Hotel Indigo 82 11,301 708
EVEN Hotels 12 6 2,110 1,330
Holiday Inn® 277 16 53,556 878
Holiday Inn Express 766 90 93,360 9,478
avid hotels 44 44 4,043 4,043
Staybridge Suites 160 20 17,94 2,620
Candlewood Suites 12 4 10,009 405
Other 14 2 2,341 (2,807)
Total 1,655 185 244,146 14,070
Analysed by ownership type
Franchised 1,223 184 139,348 21,654
Managed 432 1 104,798 (7,584)
Total 1,655 185 244,146 14,070

® Includes 13 Holiday Inn Resort properties (3,620 rooms) (2016: 14 Holiday Inn Resort properties (3,531 rooms)).

Total number of hotels

0,343

Total number of rooms

798,075

During 2017, the global IHG System (the
number of hotels and rooms which are
franchised, managed, owned or leased by
the Group) increased by 174 hotels (30,940
rooms) to 5,348 hotels (798,075 rooms).

Openings of 285 hotels (48,817 rooms) were
20.1% higher than in 2016. Openings in the
Americas included 124 hotels (12,949 rooms)
in the Holiday Inn brand family. 43 hotels
(10,570 rooms) were opened in Greater
China in 2017, with the Europe and AMEA
regions contributing openings of 26 hotels
(4,917 rooms) and 26 hotels (11,085 rooms)
respectively. 111 hotels (17,247 rooms) left
the IHG System in 2017, a decrease from
the previous year (116 hotels, 17,367 rooms).

Total number of hotels in the pipeline

1,600

Total number of rooms in the pipeline

244146

At the end of 2017, the global pipeline
totalled 1,655 hotels (244,146 rooms),

an increase of 185 hotels (14,070 rooms)
on 31 December 2016. The IHG pipeline
represents hotels where a contract has
been signed and the appropriate fees paid.

Group signings increased from 516 hotels

in 2016 to 605 hotels and rooms increased
from 75,812 to 83,481 in 2017. This included
391 hotels (52,592 rooms) signed for the
Holiday Inn brand family, 32.1% of which were
contributed by Greater China (90 hotels,
16,904 rooms).

Active management of the pipeline to
remove deals that have become dormant
or no longer viable reduced the pipeline
by 135 hotels (21,224 rooms), compared
to 118 hotels (19,518 rooms) in 2016.
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Performance continued
Progress against our 2017 regional priorities

Group revenue 2017 ($1,784m) ]
Americas

- Strengthened our Upscale and Luxury
portfolio by opening the iconic
InterContinental Los Angeles Downtown,
Hotel Indigo Los Angeles Downtown and
Crowne Plaza HY36 Midtown. In 2017, we
signed a total of 365 hotels in the Americas.

Drove brand preference through signifcant
investment in Crowne Plaza, Holiday Inn
and Holiday Inn Express. 78% of the
Crowne Plaza estate participated in the
Number of rooms (798,075) Accelerate programme in 2017, and over

1,000 new design Holiday Inn Express

hotels were open or in the pipeline as
of year end.

Enhanced owner returns by expanding
use of our revenue mangement service,
Revenue Management for Hire, across the
region. Currently 67% of the Americas
estate uses the service, up from 57%

Greater China

Leveraged our Franchise Plus business
model and grew significantly in tier 2

and 3 cities. Franchise Plus delivered 54
signings in 2017. More broadly, over 87%

of openings for the region were outside tier
1 cities. We also expanded our franchise
model to our Holiday Inn and Crowne Plaza
brands.

Debut signings for: Kimpton Hotels &
Restaurants (Taipei and Sanya); and EVEN
Hotels (three properties). HUALUXE had
21 hotels in the pipeline as of year-end.

Drove a consistent guest experience
through the rollout of True Hospitality
Service training to 272 of our 328 hotels.
Guest Love increased by 1.2ppts in 2017.

Strengthened our talent acquisition and
development through the GM Ready
programme, to create immediate GM
resource pool for new opening hotels.
Continued building hotel commercial and
revenue management capability through
a Sales Transformation project.

in 2016.
B Americas
M Europe
M Asia, Middle East and Africa (AMEA) Asia, MIdd'e East and Africa (AMEA)

M Greater China L .
- Signings increased 20% year-on-year to

12,620, and included regional firsts for

See page 32 for our both Kimpton Hotels & Restaurants and

Regional highlights. EVEN Hotels. Our Upscale and Luxury
presence was enhanced by the opening

of Hotel Indigo Bali Seminyak - the world’s

first Hotel Indigo in a resort location - as

well as InterContinental properties in Perth,

Singapore, Hanoi and Fujairah Resort.

Drove brand preference and our promise
of True Hospitality through new service
training, rolled out to 84% of AMEA hotels.
Guest satisfaction in AMEA increased in
2017, with Guest Love 0.8ppts higher than
last year.

Enhanced our owner proposition through
new ways of working for our hotel opening
teams, establishing relationship directors
who serve as an owner’s single point of
contact post-deal signing, through

to opening.

Central
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Europe

Grew system size in Europe’s most
attractive markets and highest opportunity
segments, with particular focus on the

UK and Germany. In 2017, over half of the
region’s signings and openings were in
either the UK or Germany.

- Strengthened brand preference through

continued rollout of Holiday Inn Open Lobby,
which 77% of the estate has now installed
or is commited to installing, driving a 7ppts
Guest Love uplift. The Holiday Inn Express
Generation 4 guestroom, which 87% of
Generation 1and 2 properties have now
installed or are comitted to, has driven a
4Appt Guest Love uplift post-refurbishment.
We also enhanced brand awareness of
Kimpton Hotels & Restaurants with the
opening of Amsterdam De Witt, the first
for the brand in the region.

YourRate by IHG Rewards Club has now
rolled out to all our European markets
except Israel and is having a positive impact
on direct bookings. IHG Rewards Club
enrolments increased by 16% this year,
against 2016.



Industry performance in 2017

IHG’s regional performance in 2017

Americas

Industry RevPAR in the Americas increased by 3.8%, driven by a 2.8% average
daily rate growth and 0.6pts occupancy growth. Occupancy achieved its
highest level ever recorded, topping the record set in 2015. Room demand
was up 2.9%, its highest since 2014, led by increasing business and consumer
confidence in the US. Demand was further propelled in the US by two
hurricanes in the latter part of the year, while supply growth remained robust
(1.9%) despite a fall from its seven year high in 2016.

US lodging industry room demand advanced 2.7% in 2017, its largest increase
since 2014, whilst supply growth edged up to 1.8%. US industry RevPAR
increased by 3.0%, led by an average daily rate growth of 2.1%. RevPAR in the
US Mainstream chain scale, where the Holiday Inn and Holiday Inn Express
brands operate, increased by 2.2%.

In Canada, industry RevPAR increased by 7.7%, driven by a 5.2% increase in
average daily rate, and in Mexico, RevPAR increased by 6.4% with average
daily rate advancing 6.0%.

IHG’s comparable RevPAR in the Americas increased by
1.6%, driven by 1.2% average daily rate growth. The region
is predominantly represented by the US, where comparable
RevPAR increased by 1.2%, with 3.0% growth in the fourth
quarter led by demand in hurricane impacted areas. In the
US, we are most represented by our Mainstream brands
Holiday Inn and Holiday Inn Express. RevPAR in our
Mainstream brands increased slightly behind the segment,
with RevPAR for the Holiday Inn brand increasing by 1.9%
whilst that for the Holiday Inn Express brand increased

by 1.7%.

Canada achieved strong growth of 6.1%, whilst Mexico
grew 5.1%, led by rate growth.

Europe

Strong demand and solid average daily rate growth propelled European industry
RevPAR in 2017 up 7.2%, its largest gain since 2000. Demand rebounded in
Continental Europe as certain markets recovered from terror incidents in

2016 and inbound tourism increased. Regional room demand grew 4.4% with
average daily rate advancing 3.6%. UK industry RevPAR was up 4.1%, led by a
3.6% rate increase. UK room demand increased by 2.3% in 2017. In Germany,
industry RevPAR was up 3.0%, driven by a 2.0% growth in average daily rate
and a 2.1% increase in demand. A number of countries in the region including
Italy, Russia and Spain, saw industry RevPAR rise in 2017 through increasing
demand and average daily rate.

IHG's regional comparable RevPAR in Europe increased

by 6.3%, driven by both occupancy and average daily

rate growth. The UK grew by 4.5%, ahead of the industry,
led by average daily rate driven growth in the provinces.

In London, RevPAR increased by 4.3% driven by strong
demand growth in the first half of the year. Germany
achieved growth of 2.1%, and Russia increased by 7.1%,
both led by rate growth. Across the rest of Europe, RevPAR
achieved strong growth of 7.6%, led by recovery in markets
previously impacted by terror attacks.

Asia,
Middle
East and
Africa
(AMEA)

AMEA room demand growth increased by its fastest rate of the past five years
resulting in rising occupancy across most countries in the region. Average daily
rate was also on the rise, driving up regional RevPAR growth to 3.0%; its highest
for the past four years. RevPAR was up in several countries in the region, including
Japan (3.0%), Australia (2.8%), India (3.8%) and Thailand (4.2%) with growth in
both demand and average daily rate.

Egypt drove RevPAR growth in the Middle East (3.4%). Excluding Egypt,
Middle East RevPAR fell 5.2% as Saudi Arabia, the United Arab Emirates,

and others were impacted by weak oil prices and high supply growth.

Room demand was up in all but two of the 11 Middle East countries excluding
Egypt, as declining average daily rate was the principal driver of the weaker
performance. Supply growth remained robust, up 5.4% in 2017, excluding
Egypt, and it has been above 5% for the past decade.

Across this large region, IHG is widely represented both
geographically and by brand, and comparisons across

the industry are hard to make. Overall, IHG regional
comparable RevPAR increased by 1.5%, driven by
occupancy growth. Performance outside the Middle East
was strong with 4.4% RevPAR growth overall, led by strong
trading in the mature markets of Australia, where RevPAR
increased by 4.5%, ahead of the industry, and in Japan
where RevPAR increased by 2.7%. The Middle East RevPAR
was down 4.1%, impacted by low oil prices and industry
wide supply growth. Total RevPAR declined by 3.0% for the
year impacted by the proportion of hotel openings in
developing markets where RevPARs are significantly lower
than developed markets.

Greater
China

Lodging industry RevPAR in Greater China increased by 5.2% via strong
demand gains and the first average daily rate increase of the past seven years.
While RevPAR declined from 2010 to 2016, demand has been robust, but
performance had been held back by falling average daily rate and increasing
supply. Supply gains in 2017 (3.5%) were the smallest of the past 18 years.

The two largest sub-regions (North & East) saw RevPAR gains of greater than
5% each, whereas the South and Central, the next two largest sub-regions,
reported growth of more than 8% each. RevPAR growth in all four of the
sub-regions was driven primarily by demand increases with supporting average
daily rate gains. While supply growth slowed in Greater China overall, certain
areas continued to see strong increases, including Macau (9.6%), the West
(6.2%) and Central China (5.1%). Demand was also strongest in those three
sub-regions, up more than 10% each.

IHG's regional comparable RevPAR in Greater China
increased by 6.0% in 2017, slightly ahead of the industry.
Our RevPAR was driven by better than the industry
occupancy, which increased by 5.5%, whilst average daily
rate grew by 0.4%. Mainland China RevPAR increased by
6.6%, led by growth of 6.9% in tier 1 cities due to strong
transient, corporate and meeting demand. RevPAR grew
in Hong Kong and Macau by 2.7% and 11.4%, respectively.

Source: Smith Travel Research for all of the above industry facts.

Comparable RevPAR movements on previous year (12 months ended 31 December 2017)

Region Franchised Managed Owned and leased

Americas Crowne Plaza 1.9% InterContinental (0.9)% All brands 6.6%

Holiday Inn 1.9% Kimpton 0.4%

Holiday Inn Express 17% Crowne Plaza 1.2%

All brands 1.8% Holiday Inn 0.0%

Staybridge Suites (0.7)%

Candlewood Suites 0.4%

All brands 0.2%

Europe All brands 6.1% All brands 71.2%

AMEA All brands (1.6)% All brands 2.1%

Greater China All brands 6.1%
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Regional highlights

In 2017, we delivered several important initiatives
regionally, to enhance both our guest and
owner propaosition.

Americas

Crowne Plaza Accelerate programme

Now in its second year, Crowne Plaza Accelerate
is a $200m investment in our Americas portfolio,
designed to improve guest experience, brand
awareness and commercial performance.

The programme centres on delivering distinctive
service, refurbishments and innovation to
differentiate the brand. Owner enthusiasm

is demonstrated by widespread adoption,

with 114 hotels (78% of the Americas estate),
participating in 2017. These properties have
seen an average RevPAR uplift of 2.3% vs
non-participating hotels.

Plaza Workspace is one innovative way we are
differentiating the brand; both for guests and
for owners. Guests enjoy public spaces designed
to meet the needs of their modern business-
leisure balance, whilst owners benefit from
new sources of F&B revenue, driving a payback
period of just two years.

AMEA

Expanding our Upscale and Luxury portfolio
Expanding our Upscale and Luxury portfolio is
a key part of IHG's growth strategy, particularly
in AMEA. IHG's brands in this space deliver
enriching, authentic, local experiences that
guests increasingly seek out. 2017 saw several
landmark signings and openings:

Kimpton Bali, a resort in the Nusa Dua area,
was our first Kimpton signing in AMEA;

EVEN Hotels Auckland was signed, the first
of several EVEN Hotels to be developed
across key Australasian cities;

Hotel Indigo Bali Seminyak opened - the
world'’s first Hotel Indigo resort - alongside
growing the AMEA pipeline to 14 hotels; and
InterContinental Hanoi Landmark 72 opened
- Vietnam'’s tallest hotel - as well as
InterContinental hotels in Singapore, Perth
and an InterContinental Resort in Fujairah.
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Transforming Holiday Inn brand family

Our Holiday Inn Express and Holiday Inn estate
in Europe is undergoing a major transformation.
Two key elements of this are re-engineered
guest bedrooms and re-imagined public spaces.

The Holiday Inn Express Generation 4
guestroom utilises modern, flexible design
to meet the evolving needs of the smart
traveller. Driving a 4ppt Guest Love uplift
post-refurbishment, rollout has now reached
87% of all Generation 1and 2 properties.

The rollout of Holiday Inn Open Lobby, a
concept which transforms hotel lobbies into
revenue-generating welcoming areas to work
or socialise, is continuing at pace - 77% of
open and pipeline hotels have installed or are
now committed to Open Lobby. Guests are
responding well, with uplifts in Guest Love
(+7ppts) and F&B profit (+20%).

Greater China

Franchise Plus in Greater China

The Chinese hotel market is maturing and IHG
is adapting to ensure our owner proposition
in the region remains compelling.

In 2016, we launched our Franchise Plus model,
specifically for Holiday Inn Express. This
provides all the benefits of operating a
franchise hotel, with several features typical

of a managed model, to ensure a high-quality
guest experience and maximise owner returns.
Franchise Plus has significantly accelerated
Holiday Inn Express growth in China, with 54
signings in 2017, well over double the number
of managed signings.

Building on this momentum, in 2017 we
extended our franchise offer to Crowne Plaza,
Holiday Inn and Holiday Inn Resort. We will
grow the franchise business in China through
established strategic partners with proven
records of superior hotel management.

1
Please see Our Strategic Model
EJ onpages 14 to 15 to read more.

Holiday Inn Inchéen Sogdo, Republic of Korea




Americas

Americas results

12 months ended 31 December

2017 2016 2017vs2016 2015  2016vs2015
$m $m % change $m % change
Revenue
Franchised 703 685 2.6 661 3.6
Managed 172 172 - 166 3.6
Owned and leased 150 136 10.3 128 6.3
Total 1,025 993 3.2 955 4.0
Percentage of Group revenue 57.4 57.9 (0.5) 53.0 4.9
Operating profit before
exceptional items
Franchised 606 600 1.0 575 4.3
Managed 65 64 1.6 64 -
Owned and leased 29 24 20.8 24 -
Regional overheads (56) (55) (1.8) (66) 16.7
644 633 1.7 597 6.0
Exceptional items 37 (29) 227.6 (41) 29.3
Operating profit 681 604 12.7 556 8.6
Percentage of Group operating
profit before central overheads
and exceptional items 741 75.8 1.7) 71.9 3.9

Highlights for the year ended

31December 2017

With 4,029 hotels (497,460 rooms), the
Americas represented 62% of the Group'’s
room count and 74% of the Group’s operating
profit before central overheads and exceptional
items for the year ended 31 December 2017.
The key profit producing market is the US,
although the Group is also represented

in Latin America, Canada, Mexico and the
Caribbean. 88% of rooms in the region are
operated under the franchise business
model, primarily in the Mainstream segment
(including the Holiday Inn brand family).

In the Upscale segment, Crowne Plaza is
predominantly franchised whereas, in the
Luxury segment, InterContinental-branded
hotels are operated under both franchise and
management agreements, whilst Kimpton is
managed. 12 of the Group’s 13 hotel brands
are represented in the Americas.

Revenue and operating profit increased by
$32m (3.2%) to $1,025m and by $77m (12.7%)
to $681m respectively. Operating profit
before exceptional items increased by $11m
(1.7%) to $644m. On an underlying? basis,
revenue increased by $37m (3.9%), while
operating profit increased by $16m (2.5%),
driven predominantly by RevPAR growth in
the fee business and an increase in net rooms.

Franchised revenue and operating profit
increased by $18m (2.6%) to $703m and by

$6m (1.0%) to $606m respectively. On a
constant currency basis, revenue increased
by $17m (2.5%) and operating profit
increased by $6m (1.0%) as incremental
royalties® growth from RevPAR and net
rooms growth were partly offset by a delay
in the recognition of a payroll tax credit,
the implementation of the previously
disclosed Crowne Plaza Accelerate financial
incentives, and the annualisation of our
investment in the Americas development
team. Royalties growth of 3.3% was driven
by comparable RevPAR growth of 1.8%,
including 1.9% for Holiday Inn and 1.7%

for Holiday Inn Express, together with 1.5%
rooms growth.

Managed revenue remained flat at $172m,
whilst operating profit increased by $1m
(1.6%) to $65m. Revenue and operating
profit included $34m (2016: $34m) and $nil
(2016: $nil) respectively from one managed-
lease property. Excluding results from this
managed-lease hotel and on a constant
currency basis, revenue increased by $6m
(4.3%) and operating profit increased by
$7m (10.9%) respectively.

Owned and leased revenue increased by
$14m (10.3%) to $150m, whilst operating
profit increased by $5m (20.8%) to $29m
due to North American inbound business
to Holiday Inn Aruba and the ramp up of

EVEN Hotels Brooklyn.

Highlights for the year ended

31December 2016

Revenue and operating profit increased by
$38m (4.0%) to $993m and by $48m (8.6%) to
$604m respectively. Operating profit before
exceptional items increased by $36m (6.0%)
to $633m. Underlying? revenue increased

by $53m (5.8%), while underlying? operating
profit increased by $46m (7.7%), driven
predominantly by RevPAR growth in the

fee business and an increase in net rooms.
The underlying results exclude the impact of
owned asset disposals, managed leases, and
the benefit of significant liquidated damages
receipts (2016: $nil; 2015: $3m).

Franchised revenue and operating profit
increased by $24m (3.6%) to $685m and

by $25m (4.3%) to $600m respectively.
Royalties® growth of 2.4% was driven by
comparable RevPAR growth of 1.9%,
including 2.6% for Holiday Inn and 1.7% for
Holiday Inn Express, together with 2.0%
rooms growth. On a constant currency basis,
revenue and operating profit increased by
$29m (4.4%) to $690m and by $30m (5.2%)
to $605m respectively.

Managed revenue increased by $6m (3.6%)
to $172m, whilst operating profit stayed flat
at $64m due to costs relating to our 20%
interest in InterContinental New York Barclay
and the ongoing impact of new supply on
RevPAR growth in New York. Revenue and
operating profit included $34m (2015:
$38m) and $nil (2015: $nil) respectively from
one managed-lease property. Excluding
results from this managed-lease hotel, the
benefit of significant liquidated damages
receipts (2016: $nil; 2015: $3m) and on a
constant currency basis, revenue increased
by $16m (12.8%) and operating profit
increased by $5m (8.2%) respectively.

Owned and leased revenue increased by
$8m (6.3%) to $136m, whilst operating profit
stayed flat at $24m.

Regional overheads increased by $11m
(16.7%) to $55m due to a $10m year-on-year
decrease in US healthcare costs.

2 Underlying excludes the impact of owned asset
disposals, significant liquidated damages and the results
from managed-lease hotels, translated at constant
currency by applying prior-year exchange rates (see
pages 154 and 155). Underlying operating profit growth
also excludes the impact of exceptional items.

b Royalties are fees, based on rooms revenue, that
a franchisee pays to the brand owner for use of the
brand name.
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Performance continued
Americas continued

Americas hotel and room count Total number of hotels

Hotels Rooms

Change Change 4 02 9
At 31 December 2017 over 2016 2017 over 2016 /
Analysed by brand
InterContinental 50 2 17,578 1170  Totalnumber of rooms
Kimpton 65 4 12,242 1,004 4 97 4 6 O
Crowne Plaza 156 (8) 11,278 (2,838) /
Hotel Indigo 51 5 6,828 896
EVEN Hotels £ 2 220 228 Americas System size increased by
Holiday Inn® 73 M 135,604 (1140) 104 hotels (9,467 rooms) to 4,029 hotels
Holiday Inn Express 2,217 63 199,410 7,039 (497,460 rooms) during 2017. 190 hotels
Staybridge Suites 244 18 26,156 1971 (21,615 rooms) opened in the year, compared
Candlewood Suites 376 14 35,424 1232 10188 hotels (23,535 rooms) in 2016.
Openings included 124 hotels (12,949 rooms)

Other i 5 Ul ©9 in the Holiday Inn brand family, representing
Total 4,029 104 497,460 9,467  59.9% of the region’s openings.

86 hotels (12,148 rooms) were removed from

Analysed by ownership type . . .
i yownersmptyp the Americas System in 2017, demonstrating

Franchised 3,727 94 437,292 6,426 5ur continued commitment to quality,
Managed 296 10 58,343 3,041 compared to 103 hotels (15,117 rooms) in
Owned and leased 6 - 1,825 - 2016. 26.3% of 2017 room removals were
Total 4,029 104 497,460 9467 Holiday Innrooms in the US (17 hotels,

3,189 rooms) compared to 37.3% in 2016

Percentage of Group hotel (30 hotels, 5,638 rooms).

and room count 75.3 (0.6) 62.3 (1.3)

@ Includes 25 Holiday Inn Resort properties (6,787 rooms) and 26 Holiday Inn Club Vacations properties (7,676 rooms)
(2016: 25 Holiday Inn Resort properties (6,791 rooms) and 26 Holiday Inn Club Vacations properties (7,601 rooms)).

Americas pipeline Total number of hotels in the pipeline

Hotels Rooms

Change Change /I 042

At 31December 2017 over 2016 2017 over 2016 /
Analysed by brand
InterContinental 7 _ 1,893 (639) Total number of rooms in the pipeline
Kimpton 14 ®) 2,238 () ’I O 9 ’I O 4
Crowne Plaza 14 3) 2,719 (567) /
Hotel Indigo 33 1 4,026 61
EVEN Hotels g ? 114 334 At31December 2017, the Americas pipeline
Holiday Inn® 128 - 16,375 (929)  totalled 1,042 hotels (109,104 rooms),
Holiday Inn Express 524 36 49,607 2,811  representing an increase of 97 hotels
avid hotels a4 44 4,043 4,043 (6,653 rooms) over the prior year. Strong

signings of 365 hotels (37,419 rooms) were

Staybridge Su'tés 146 & L 1536 ahead of last year by 33 hotels (381 rooms).
Candlewood Suites L2 4 Utk 405 The majority of 2017 signings were within the
Other 12 1 1,648 309  Holiday Inn brand family (220 hotels, 21,829
Total 1,042 97 109,104 6,653 rooms) and our extended-stay brands,
Staybridge Suites and Candlewood Suites
Analysed by ownership type (70 hotels, 6,977 rooms). Launched in the US
Franchised 1,002 105 102,844 9549 N September 2017, avid hotels is making
good progress towards becoming IHG’s next
Managed 40 (8) 6,260 (2.896)  prand of scale with signings of 44 hotels
Total 1,042 97 109,104 6,653 (4,043 rooms).
b Includes one Holiday Inn Resort property (165 rooms) (2016: three Holiday Inn Resort properties (455 rooms)). 78 hotels (9,151 rooms) were removed from

the pipeline in 2017 compared to 64 hotels
(7,436 rooms) in 2016.
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Europe results

12 months ended 31 December

2017 2016 2017vs2016 2015  2016vs2015
$m $m % change $m % change
Revenue
Franchised 109 102 6.9 104 (1.9)
Managed 132 125 5.6 131 (4.6)
Owned and leased = - - 30 (100.0)
Total 24 227 6.2 265 (14.3)
Percentage of Group revenue 13.5 13.3 0.2 14.7 (1.4)
Operating profit before
exceptional items
Franchised 85 78 9.0 77 1.3
Managed 26 22 18.2 28 (21.4)
Owned and leased = - - 1 (100.0)
Regional overheads (25) (25) - (28) 10.7
86 75 14.7 78 (3.8)
Exceptional items 2) - - 175 (100.0)
Operating profit 84 75 12.0 253 (70.4)
Percentage of Group operating
profit before central overheads
and exceptional items 9.9 9.0 0.9 9.4 (0.4)

Highlights for the year ended
31December 2017

Comprising 692 hotels (113,415 rooms) at
the end of 2017, Europe represented 14%

of the Group’s room count and 10% of the
Group'’s operating profit before central
overheads and exceptional items for the
year ended 31 December 2017. Revenues
are primarily generated from hotels in the
UK and continental European gateway cities.
The largest proportion of rooms in Europe
are operated under the franchise business
model primarily in the Mainstream segment
(Holiday Inn and Holiday Inn Express).
Similarly, in the Upscale segment, Crowne
Plaza is predominantly franchised, whereas,
in the Luxury segment, the majority of
InterContinental-branded hotels are
operated under management agreements.

Revenue and operating profit increased by
$14m (6.2%) to $241m and by $9.0m (12.0%)
to $84m respectively. Operating profit
before exceptional items increased by $11m
(14.7%) to $86m. On an underlying? basis,
revenue increased by $15m (10.0%) and
operating profit increased by $12m (16.4%)
driven by strong trading, 3.0% rooms growth

and effective cost control to maintain
overheads in line with the prior year.

Overall, comparable RevPAR in Europe
increased by 6.3%, with the UK and Germany
increasing by 4.5% and 2.1% respectively.
Recovery in markets previously impacted

by terror attacks led to RevPAR growth

in the year of 7.1% in France and double

digit growth in Belgium and Turkey.

Franchised revenue increased by $7m
(6.9%) to $109m, whilst operating profit
increased by $7m (9.0%) to $85m.

On a constant currency basis, revenue and
operating profit increased by $8m (7.8%)
and $7m (9.0%) respectively, positively
impacted by strong US inbound tourism
to the UK in the first half of the year.

Managed revenue increased by $7m (5.6%)
and operating profit increased by $4m
(18.2%). Revenue and operating profit included
$77m (2016: $77m) and $nil (2016: $2m)
respectively from managed leases.
Excluding properties operated under this
arrangement, and on a constant currency
basis, revenue increased by $7m (14.6%) and
operating profit increased by $5m (25.0%).
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Highlights for the year ended
31December 2016

Revenue decreased by $38m (14.3%) to
$227m and operating profit decreased by
$178m (70.4%) to $75m, primarily due to
the gain on sale of InterContinental Paris -
Le Grand during the year ended

31 December 2015. Operating profit before
exceptional items decreased by $3.0m
(3.8%) to $75m. Underlying® revenue
increased by $1m (0.6%) and underlying®
operating profit stayed flat at $76m. Overall,
comparable RevPAR in Europe increased by
1.7%, with the UK increasing by 2.6%, led by
average daily rate growth in the provinces,
Germany growing by 6.8% and Russia and
CIS growing at 14.7%.

Franchised revenue decreased by $2m
(1.9%) to $102m, whilst operating profit
increased by $1m (1.3%) to $78m. On a
constant currency basis, revenue and
operating profit increased by $6m (5.8%)
and $6m (7.8%) respectively.

Managed revenue decreased by $6m (4.6%)
and operating profit decreased by $6m
(21.4%). Revenue and operating profit
included $77m (2015: $75m) and $2m

(2015: $1m) respectively from managed
leases. Excluding properties operated under
this arrangement, and on a constant currency
basis, revenue decreased by $5m (8.9%) and
operating profit decreased by $6m (22.2%).
Performance was impacted by difficult
trading conditions for our hotels in Paris,
and a revenue reduction in relation to three
managed hotels; two of which have exited
the system and one of which is undergoing

a major refurbishment.

The last remaining hotel in the owned

and leased estate, InterContinental Paris -
Le Grand, was sold in 2015. Following this,
revenue and operating profit in the estate
decreased to nil.

2 Underlying excludes the impact of owned asset
disposals, significant liquidated damages and the
results from managed-lease hotels, translated at
constant currency by applying prior-year exchange rates
(see pages 154 and 155). Underlying operating profit
growth also excludes the impact of exceptional items.
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Performance continued
Europe continued

Europe hotel and room count

Hotels Rooms

Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 32 1 9,889 165
Kimpton 1 1 274 274
Crowne Plaza 97 5 22,477 1,590
Hotel Indigo 24 3 2,182 272
Holiday Inn? 286 (5) 46,928 (901)
Holiday Inn Express 244 10 30,508 1,930
Staybridge Suites 7 - 1,000 -
Other 1 - 157 16
Total 692 15 113,415 3,346
Analysed by ownership type
Franchised 636 98,302 1,272
Managed 56 15,113 2,074
Total 692 15 113,415 3,346
Percentage of Group hotel
and room count 13.0 (0.7) 14.2 (0.2)
2 Includes one Holiday Inn Resort property (88 rooms) (2016: one Holiday Inn Resort property (88 rooms)).
Europe pipeline

Hotels Rooms

Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 5 )] 779 (34)
Kimpton - 149 -
Crowne Plaza 16 2 3,199 14
Hotel Indigo 20 2 2,353 89
Holiday Inn 38 4 7,781 512
Holiday Inn Express 67 9 10,410 1,015
Staybridge Suites 7 2 921 284
Other 1 1 396 396
Total 155 19 25,988 2,276
Analysed by ownership type
Franchised 135 24 20,774 2,866
Managed 20 (5) 5,214 (590)
Total 155 19 25,988 2,276

36 IHG | Annual Report and Form 20-F 2017

Total number of hotels

092

Total number of rooms

113,415

During 2017, Europe System size increased
by 15 hotels (3,346 rooms) to 692 hotels
(113,415 rooms). The Group opened 26 hotels
(4,917 rooms) in Europe in 2017, compared to
24 hotels (4,188 rooms) in 2016. In Germany,
we opened a record 11 hotels (2,101 rooms).

11 hotels (1,571 rooms) left the Europe System
in the period, compared to seven hotels
(830 rooms) in the previous year.

Total number of hotels in the pipeline

199

Total number of rooms in the pipeline

25,988

The Europe pipeline totalled 155 hotels
(25,988 rooms) at 31 December 2017,
representing an increase of 19 hotels

(2,276 rooms) over 31 December 2016.
Signings of 59 hotels (9,241 rooms), a
decrease of one hotel (313 rooms) from the
prior year, included 19 hotels (3,690 rooms)
in Germany, a record number of signings
for the fourth year running, and 14 hotels
(1,497 rooms) in the UK.

14 hotels (2,048 rooms) were removed from
the pipeline in 2017, compared to 12 hotels
(1,944 rooms) in 2016.



AMEA

AMEA results
12 months ended 31 December
2017 2016 2017vs 2016 2015 2016 vs 2015
$m $m % change $m % change
Revenue
Franchised 17 16 6.3 16 -
Managed 193 184 4.9 189 (2.6)
Owned and leased 34 37 8.1 36 2.8
Total 244 237 3.0 241 (1.7)
Percentage of Group revenue 13.7 13.8 (0.1) 13.3 0.5
Operating profit before
exceptional items
Franchised 14 12 16.7 12 -
Managed 91 89 2.2 90 (1.1)
Owned and leased 2 2 - 3 (33.3)
Regional overheads (20) 21) 4.8 (19) (10.5)
87 82 6.1 86 4.7)
Exceptional items 2) - - 2) (100.0)
Operating profit 85 82 3.7 84 (2.4)
Percentage of Group operating
profit before central overheads
and exceptional items 10.0 9.8 0.2 10.4 (0.6)

Highlights for the year ended
31December 2017

Comprising 299 hotels (85,661 rooms) at
31 December 2017, AMEA represented 11%
of the Group’s room count and contributed
10% of the Group'’s operating profit before
central overheads and exceptional items
during the year. The majority of rooms in
AMEA are operated under the managed
business model.

Revenue and operating profit increased by
$7m (3.0%) to $244m and by $3m (3.7%) to
$85m respectively. Operating profit before
exceptional items increased by $5m (6.1%)
to $87m. On an underlying basis?, revenue
and operating profit increased by $9m
(4.8%) and $9m (11.7%) respectively.

Comparable RevPAR increased 1.5%
primarily due to an increase in occupancy.
Performance was positive in Japan and
Australia, which grew by 2.7% and 4.5%
respectively, however the Middle East
decreased by 4.1%, impacted by low oil
prices and industry wide oversupply.

Franchised revenue increased by $1m (6.3%)
to $17m, whilst operating profit increased by
$2m (16.7%) to $14m. On a constant currency
basis, revenue stayed flat at $16m and
operating profit increased by $2m (16.7%).

Managed revenue and operating profit
increased by $9m (4.9%) to $193m and $2m
(2.2%) to $91m respectively. Comparable
RevPAR increased by 2.1%, with average
daily rate declines offset by occupancy
gains. Australasia benefitted from strong
domestic travel, whilst growth in South East
Asia was driven by international arrivals in
Indonesia and Thailand. Revenue and
operating profit included $52m (2016: $51m)
and $4m (2016: $5m) respectively from one
managed-lease property. Excluding results
from this hotel and on a constant currency
basis, revenue increased by $12m (9.0%)

to $145m, whilst operating profit increased
by $6m (7.1%) to $90m.

In the owned and leased estate, on an
actual and constant currency basis, revenue
decreased by $3m (8.1%) to $34m and
operating profit stayed flat at $2m.

Highlights for the year ended
31December 2016

Revenue and operating profit decreased by
$4m (1.7%) to $237m and by $2m (2.4%) to
$82m respectively. Operating profit before
exceptional items decreased by $4m (4.7%)
to $82m. Underlying® revenue and
underlying® operating profit decreased by
$8m (4.1%) and $3m (3.7%) respectively.

Comparable RevPAR decreased 0.2%
primarily due to a fall in rate. Performance
was positive in India, which grew by 14.1%,
and Japan exhibited growth of 3.6%,
however the Middle East decreased by
7.0%, impacted by declining oil prices
and oversupply.

On an actual and constant currency basis
franchised revenue and operating profit
remained flat at $16m and $12m respectively.

Managed revenue and operating profit
decreased by $5m (2.6%) to $184m and $1m
(11%) to $89m respectively. Revenue and
operating profit included $51m (2015: $46m)
and $5m (2015: $5m) respectively from one
managed-lease property. Excluding results
from this hotel and on a constant currency
basis, revenue decreased by $9m (6.3%) to
$134m, whilst operating profit remained flat
at $85m. Good underlying growth in our
managed business was offset by a $7m
revenue reduction in relation to four hotels;
three long-standing contracts being
renewed onto standard market terms and
one equity stake disposal.

In the owned and leased estate, on an
actual and constant currency basis, revenue
increased by $1m (2.8%) to $37m and
operating profit decreased by $1m (33.3%)
to $2m.

@ Underlying excludes the impact of owned asset
disposals, significant liquidated damages and the
results from managed-lease hotels, translated at
constant currency by applying prior-year exchange rates
(see pages 154 and 155). Underlying operating profit
growth also excludes the impact of exceptional items.
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Performance continued
AMEA continued

AMEA hotel and room count Total number of hotels

Hotels Rooms

Change Change 2 9 9

At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 72 3 21,902 699 Total number of rooms
Crowne Plaza 79 6 22,097 1,348
Hotel Indigo 3 1 612 289 8 5, 6 6/|
Holiday Inn? 97 4 23,502 2,190
Holiday Inn Express 38 4 8,667 1084 Ihe AMEA System size increased by
Staybridge Suites 4 1 589 164 19 hotels (9,610 rooms) to 299 hotels
Other 6 - 8,292 3,836 (85,661 rooms) as at 31 December 2017.
Total 299 19 85,661 9,610 Openings increased by nine hotels

(6,612 rooms) to 26 hotels (11,085 rooms)
in 2017 including 3,512 rooms in Makkah,

Analysed by ownership type ! . J ar
Saudi Arabia which relate to the remaining

Franchised 59 4 13,476 906 R .

portion of the signing that was announced
Managed 238 15 71,652 8,758  in2015.
O dand | d 2 - 533 54

wnedandlease 64) Seven hotels (1,475 rooms) were removed

Total 299 19 85,661 9610 " from the AMEA System in 2017, compared
Percentage of Group hotel to four hotels (995 rooms) in 2016.
and room count 5.6 0.2 10.8 0.9

2 Includes 15 Holiday Inn Resort properties (3,259 rooms) (2016: 14 Holiday Inn Resort properties (2,953 rooms)).

AMEA pipeline Total number of hotels in the pipeline
Hotels Rooms
Change Change
At 31 December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 23 (4) 5,701 (980) Total number of rooms in the pipeline
Kimpton 1 1 50 50
Crowne Plaza 20 1) 5,456 (98) /
Hotel Indigo 14 - 2,387 (195)
EVEN Hotels 1 ! 200 200 At 31 December 2017, the AMEA pipeline
Holiday Inn® 57 8 14,284 1,020  totalled 164 hotels (37,370 rooms) compared
Holiday Inn Express V| 6 7,686 200 o150 hotels (39,885 rooms) at 31 December
Staybridge Suites 7 3 1,588 goo 2016. Hotel signings in AMEA were the
Other - - = 3512) highest smfze 2007 with 63 hotels (12,620
rooms), an increase of 21 hotels (2,069 rooms)
Total 164 14 37,370 (2519)  from 2016. The AMEA pipeline decreased
by 2,515 rooms partly due to the opening
Analysed by ownership type of 3,512 rooms in Makkah, Saudi Arabia.
Franchised 18 7 4,054 1,648 The majority of 2017 signings were within
Managed 146 7 33,316 (4163) the Hollday Inn brand famlly (42 hotels,
Total 164 ” 37,370 2.515) 7,787 rooms) including the rebranding of

a portfolio of 14 properties in India to the
Holiday Inn Express brand as well as three
InterContinental hotels (730 rooms).

 Includes five Holiday Inn Resort properties (1,075 rooms) (2016: five Holiday Inn Resort properties (1,256 rooms)).

23 hotels (4,050 rooms) were removed from
the pipeline in 2017, compared to 23 hotels
(4,651 rooms) in 2016.
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Greater China

Greater China results

12 months ended 31 December

2017 2016 2017vs2016 2015  2016vs2015
$m $m % change $m % change
Revenue
Franchised 4 3 33.3 4 (25.0)
Managed 122 14 7.0 105 8.6
Owned and leased = - - 98 (100.0)
Total 126 17 7.7 207 (43.5)
Percentage of Group revenue 71 6.8 0.3 11.5 (4.7)
Operating profit before
exceptional items
Franchised 2 3 (33.3) 5 (40.0)
Managed 73 64 141 59 8.5
Owned and leased = - - 29 (100.0)
Regional overheads (23) (22) (4.5) (23) 4.3
52 45 15.6 70 (35.7)
Exceptional items - - - 698 (100.0)
Operating profit 52 45 15.6 768 (94.1)
Percentage of Group operating
profit before central overheads
and exceptional items 6.0 5.4 0.6 8.4 (3.0)

Highlights for the year ended
31December 2017

Comprising 328 hotels (101,539 rooms)
at 31 December 2017, Greater China
represented approximately 13% of the
Group’s room count and contributed
approximately 6% of the Group'’s operating
profit before central overheads and
exceptional items for the year ended

31 December 2017. The majority of rooms
in Greater China are operated under the
managed business model.

Revenue and operating profit increased by
$9m (7.7%) to $126m and by $7m (15.6%) to
$52m respectively. On an underlying? basis,
revenue increased by $11m (9.4%) and
operating profit increased by $7m (15.6%),
driven by strong trading in mainland China
and 9.2% rooms growth as well as robust
cost control as we continue to leverage the
scale of the operational platform we have
built in Greater China.

On an actual and constant currency basis,
franchised revenue increased by $1m
(33.3%) to $4m, whereas operating profit
decreased by $1m (33.3%) to $2m due to
additional investment in growth initiatives.

Managed revenue and operating profit
increased by $8m (7.0%) to $122m and

by $9m (14.1%) to $73m respectively.
Comparable RevPAR increased by 6.1%,
whilst the Greater China System size grew
by 7.6%. RevPAR in mainland tier 1 cities
benefitted from strong transient, corporate
and meetings demand. On a constant
currency basis, revenue and operating
profit increased by $10m (8.8%) to $124m
and by $10m (15.6%) to $74m respectively.
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Highlights for the year ended

31December 2016

Revenue decreased by $90m (43.5%) to
$117m and operating profit decreased by
$723m (94.1%) to $45m, primarily due to the
gain on sale of InterContinental Hong Kong
in 2015. Operating profit before exceptional
items decreased by $25m (35.7%) to $45m.
Underlying? revenue and underlying®
operating profit increased by $14m (12.8%)
and by $6m (14.6%) respectively. Overall, the
region achieved comparable RevPAR growth
of 2.2%. Trading in mainland tier 1 cities was
particularly strong, whilst the rest of
mainland China showed slower growth.

On an actual and constant currency basis,
franchised revenue and operating profit
decreased by $1m (25.0%) and by $2m
(40.0%) respectively.

Managed revenue and operating profit
increased by $9m (8.6%) to $114m and by
$5m (8.5%) to $64m respectively.
Comparable RevPAR increased by 3.0%,
whilst the Greater China System size grew
by 9.0%, driving a 7.0% increase in total
gross revenue derived from rooms business.
Total gross revenue derived from non-rooms
business increased by 6.8%, primarily due
to increased food and beverage revenue.
On a constant currency basis, revenue and
operating profit increased by $15m (14.3%)
to $120m and by $8m (13.6%) to $67m
respectively, with ongoing investment in
growth initiatives more than offset by scale
efficiencies and strategic cost management.

The last remaining hotel in the owned and
leased estate, InterContinental Hong Kong,
was sold in 2015. Following this, revenue and
operating profit in the estate decreased to nil.

2 Underlying excludes the impact of owned asset
disposals, significant liquidated damages and the results
from managed-lease hotels, translated at constant
currency by applying prior-year exchange rates (see
pages 154 and 155). Underlying operating profit growth
also excludes the impact of exceptional items.
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Performance continued
Greater China continued

Greater China hotel and room count

Hotels Rooms

Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 40 1 16,629 314
HUALUXE 7 3 2,089 993
Crowne Plaza 82 3 28,948 897
Hotel Indigo 7 1 1,023 283
Holiday Inn® 86 3 26,659 788
Holiday Inn Express 101 26 23,813 5,336
Other 5 (O] 2,378 (94)
Total 328 36 101,539 8,517
Analysed by ownership type
Franchised 1" 7 3,764 1,580
Managed 317 29 97,775 6,937
Total 328 36 101,539 8,517
Percentage of Group hotel
and room count 6.1 0.5 12.7 0.6
@ Includes six Holiday Inn Resort properties (1,820 rooms) (2016: six Holiday Inn Resort properties (1,820 rooms)).
Greater China pipeline

Hotels Rooms

Change Change
At 31December 2017 over 2016 2017 over 2016
Analysed by brand
InterContinental 28 6 8,980 1,526
Kimpton 2 2 359 359
HUALUXE 21 (1 6,289 (667)
Crowne Plaza 36 2) 11,673 (838)
Hotel Indigo 15 4 2,535 753
EVEN Hotels 3 3 796 796
Holiday Inn® 54 4 15,116 275
Holiday Inn Express 134 39 25,657 5,452
Other 1 - 279 -
Total 294 55 71,684 7,656
Analysed by ownership type
Franchised 68 48 11,676 7,591
Managed 226 7 60,008 65
Total 294 55 71,684 7,656

> Includes seven Holiday Inn Resort properties (2,380 rooms) (2016: six Holiday Inn Resort properties (1,820 rooms)).
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Total number of hotels

328

Total number of rooms

101,539

The Greater China System size increased
by 36 hotels (8,517 rooms) in the year

to 328 hotels (101,539 rooms). 43 hotels
(10,570 rooms) opened during 2017,

14 hotels and 2,632 rooms higher than 2016.
Recent growth in the region has focused
on tier 2 and 3 cities, which now represent
approximately 65% of our open rooms.

33 Holiday Inn brand family hotels (7,184
rooms) were also added in the year,
compared to 17 hotels (3,773 rooms) in
2016 with Holiday Inn Express passing

a significant milestone, with more than
100 hotels now open.

Seven hotels (2,053 rooms) were removed
in 2017 compared to two hotels (425 rooms)
in 2016.

Total number of hotels in the pipeline

294

Total number of rooms in the pipeline

71,684

At 31 December 2017, the Greater China
pipeline totalled 294 hotels (71,684 rooms)
compared to 239 hotels (64,028 rooms)

at 31 December 2016. Signings (118 hotels,
24,201 rooms) were the highest ever in terms
of hotel count since 2007 and highest in
terms of rooms since 2008, representing

an increase of 29.6% (5,532 rooms) from

the prior year. 90 hotels (16,904 rooms)
were signed for the Holiday Inn brand family,
including 54 franchised Holiday Inn

Express hotels.

20 hotels (5,975 rooms) were removed from
the pipeline in 2017, compared to 19 hotels
(5,487 rooms) in 2016.



Central

Central results

12 months ended 31 December

2017 2016 2017vs2016 2015  2016vs2015

$m $m % change $m % change

Revenue 148 141 5.0 135 4.4
Gross costs (258) (269) 41 (286) 5.9
(110) (128) 141 (151) 15.2

Exceptional items (29) - - 1) 100.0
Operating loss (139) (128) (8.6) (162) 21.0

Highlights for the year ended

31December 2017

The net operating loss increased by $11m
(8.6%) compared to 2016. Central revenue,
which mainly comprises technology fee
income, increased by $7m (5.0%) to $148m
(an increase of $8m (5.7%) at constant
currency), driven by increases in both
comparable RevPAR (2.7%) and IHG System
size (4.0%). At constant currency, gross costs
decreased by $7m (2.6%) compared to 2016
(an $11m or 4.1% decrease at actual currency)
benefitting from the impact of our cost
management programme. Net operating
loss before exceptional items decreased

by $18m (14.1%) to $110m (a $15m or 11.7%
decrease at constant currency).

System Fund

Highlights for the year ended

31December 2016

The net operating loss decreased by $34m
(21.0%) compared to 2015. Central revenue,
which mainly comprises technology fee
income, increased by $6m (4.4%) to $141m
(an increase of $9m (6.7%) at constant
currency), driven by increases in both
comparable RevPAR (1.8%) and IHG System
size (3.1%). At constant currency, gross costs
decreased by $3m (1.0%) compared to 2015
(a $17m or 5.9% decrease at actual currency)
driven by a continued focus on strategic cost
management. Net operating loss before
exceptional items decreased by $23m
(15.2%) to $128m (a $12m or 7.9% decrease
to $139m at constant currency).

System Fund assessments

12 months ended 31 December

2017 2016  2017vs2016 2015  2016vs2015
$m $m % change $m % change
Assessment fees and contributions
received from hotels 1,562 1,439 8.5 1,351 6.5
Proceeds from sale of
IHG Rewards Club points 324 283 14.5 222 275
Total 1,886 1,722 9.5 1,573 9.5

In addition to franchise or management
fees, hotels within the IHG System pay
assessments and contributions (other than
for Kimpton and InterContinental) which are
collected by IHG for specific use within the
System Fund. The System Fund also receives
proceeds from the sale of IHG Rewards Club
points. The System Fund is managed for the
benefit of hotels in the IHG System with the
objective of driving revenues for the hotels.

The System Fund is used to pay for
marketing, the IHG Rewards Club loyalty
programme and the Guest Reservation
System. The operation of the System Fund
does not result in a profit or loss for the
Group and consequently the revenues
and expenses of the System Fund are not
included in the Group income statement.

Highlights for the year ended
31December 2017

In the year to 31 December 2017, System
Fund income increased by 9.5% to $1,886m
primarily as a result of an 8.5% increase in
assessment fees and contributions from
hotels resulting from increased hotel room
revenues, reflecting increases in RevPAR
and IHG System size. Continued strong
performance in co-branded credit card
schemes drove the 14.5% increase in
proceeds from the sale of IHG Rewards
Club points.

Highlights for the year ended
31December 2016
In the year to 31 December 2016, System

Fund income increased by 9.5% to $1,722m

primarily as a result of a 6.5% increase in
assessment fees and contributions from
hotels resulting from increased hotel room
revenues, reflecting increases in RevPAR
and IHG System size. Continued strong
performance in co-branded credit card
schemes drove the 27.5% increase in
proceeds from the sale of IHG Rewards
Club points.
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Performance continued
Other financial information

Exceptional items

Pre-tax exceptional items totalled a net gain
of $4m. (Exceptional tax items are described
below). The gain included $73m from the
sale of IHG’s 6.29% interest in Avendra, LLC,
a North American hospitality procurement
services provider, in December 2017.
Exceptional charges included $15m relating
to the cost of integrating Kimpton into the
operations of the Group, which has now
been completed, $36m relating to
reorganisation costs (see below) and an $18m
impairment charge relating to an associate
investment in the Americas region resulting
from the currently depressed trading
outlook for the New York hotel market.

Exceptional items are treated as exceptional
by reason of their size or nature and are
excluded from the calculation of adjusted
earnings per ordinary share in order to
provide a more meaningful comparison

of performance (for more information

see page 26).

Reorganisation costs

In September 2017, the Group launched a
comprehensive efficiency programme which
will fund a series of new strategic initiatives
to drive an acceleration in IHG’s future
growth. The programme is centred around
strengthening the Group’s organisational
structure to redeploy resources to leverage
scale in the highest opportunity markets
and segments. The organisational changes
include combining Europe and Asia, Middle
East and Africa into one business unit, and
creating a new Global Marketing organisation
and a new Commercial and Technology
function. The strategic initiatives will involve
strengthening our loyalty programme,
continuing to prioritise digital and
technological innovation, enhancing our
industry-leading franchise proposition,
strengthening our existing brands and also
adding new brands where we see the
greatest potential for growth.

The programme is expected to realise
¢.$125m in annual savings by 2020, of
which ¢.$75m will benefit the System Fund.
These savings, primarily in administrative
expenses, are planned to be reinvested as
they are realised to accelerate medium-term
revenue growth. There will be an estimated
$200m cost to achieve these savings, (of
which $45m was incurred in 2017), including
amounts charged to the System Fund.

The exceptional cost charged to the Group
income statement in 2017 of $36m includes
consultancy fees of $24m and severance
costs of $8m.

Net financial expenses

Net financial expenses reduced by $2m to
$85m, due to the impact of a weaker pound
on translation of sterling interest expense
and a reduction in the average interest rate

payable on bond debt following the 2016
refinancing, offset by higher average net
debt levels in 2017.

Financing costs included $7m (2016: $3m)
of interest costs associated with

IHG Rewards Club where interest is charged
on the accumulated balance of cash
received in advance of the redemption of
points awarded. The increase in 2017 is due
to US base rate increases in 2016 and 2017.
Financing costs in 2017 also included

$20m (2016: $20m) in respect of the
InterContinental Boston finance lease.

Taxation

The effective rate of tax on operating profit
excluding the impact of exceptional items
was 30% (2016: 30%). Excluding the impact
of prior-year items, the equivalent tax rate
would be 31% (2016: 31%). This rate is higher
than the average UK statutory rate of 19.25%
(2016: 20%), due mainly to certain overseas
profits (particularly in the US) being subject
to statutory tax rates higher than the UK
statutory rate, unrelieved foreign taxes

and disallowable expenses.

Taxation within exceptional items totalled

a credit of $116m (2016: credit of $12m).

In 2017, this included a $108m credit,
comprising a $140m deferred tax credit net
of a $32m current tax charge, as a result of
significant US tax reform that was enacted
in December 2017, a current tax charge of
$28m arising on the sale of Avendra, a
current tax credit of $13m on reorganisation
costs, a $7m (2016: $6m) deferred tax credit
in respect of the impairment charge relating
to the InterContinental Barclay associate,

a $10m deferred tax credit representing a
reduction in the Group’s unremitted earnings
provision and a $6m (2016: $5m) deferred
tax credit on Kimpton integration costs.

Net tax paid in 2017 totalled $172m (2016:
$130m). Tax paid represents an effective rate
of 25% (2016: 22%) on total profits (excluding
exceptionals) and is lower than the effective
income statement tax rate of 30% (2016:
30%), primarily due to the timing of US tax
payments and the impact of deferred taxes.

IHG pursues an approach to tax that is
consistent with its business strategy and

its overall business conduct principles.

This approach seeks to ensure full compliance
with all tax filing, payment and reporting
obligations on the basis of communicative
and transparent relationships with tax
authorities. Policies and procedures related
to tax risk management are subject to
regular review and update and are approved
by the IHG Audit Committee.

The Group’s Approach to Tax document
is available on IHG’s website at
www.ihgplc.com/responsible-business
under Policies.

42 IHG | Annual Report and Form 20-F 2017

Tax liabilities or refunds may differ from
those anticipated, in particular as a result
of changes in tax law, changes in the
interpretation of tax law, or clarification of
uncertainties in the application of tax law.
Procedures to minimise risk include the
preparation of thorough tax risk assessments
for all transactions carrying material tax risk
and, where appropriate, material tax
uncertainties are discussed and resolved
with tax authorities in advance.

IHG's contribution to the jurisdictions in which
it operates includes a significant contribution
in the form of taxes borne and collected,
including taxes on its revenues and profits
and in respect of the employment its business
generates. IHG earns approximately 80%

of its revenues in the form of franchise,
management or similar fees, with almost
83% of IHG-branded hotels being
franchised. In jurisdictions in which IHG
does franchise business, the prevailing tax
law will generally provide for IHG to be taxed
in the form of local withholding taxes based
on a percentage of fees rather than based
on profits. Costs to support the franchise
business are normally incurred regionally

or globally, and therefore profits for an
individual franchise jurisdiction cannot

be separately determined.

Dividends

The Board has proposed a final dividend

per ordinary share of 71.0¢. With the interim
dividend per ordinary share of 33.0¢, the
full-year dividend per ordinary share for 2017
will total 104.0¢, an increase of 11% over 2016.

On 21 February 2017, the Group announced
a $0.4bn return of funds to shareholders

by way of a special dividend and share
consolidation. The special dividend (202.5¢
per ordinary share) was paid on 22 May 2017.

IHG pays its dividends in pounds sterling and
US dollars. The sterling amount of the final
dividend will be announced on 23 April 2018
using the average of the daily exchange
rates from 18 April 2018 to 20 April 2018
inclusive. See page 25 for details of IHG's
dividend policy.

Earnings per ordinary share

Basic earnings per ordinary share increased
by 57.0% to 306.7¢ from 195.3¢ in 2016.
Adjusted earnings per ordinary share
increased by 20.3% to 244.6¢ from 203.3¢
in 2016.

Share price and market capitalisation

The IHG share price closed at £47.19 on

31 December 2017, up from £36.38 on

31 December 2016. The market capitalisation
of the Group at the year end was £9.0bn.



Liquidity and capital resources

Sources of liquidity

The Group is primarily financed by public
bonds, £400m of which are repayable

on 28 November 2022, £300m repayable
on 14 August 2025 and £350m repayable
on 24 August 2026. This is in addition to a
$1.275bn revolving syndicated bank facility
(the Syndicated Facility) and a $75m
revolving bilateral facility (the Bilateral
Facility) which mature in March 2022.
$264m was drawn under the Syndicated
and Bilateral Facilities at the year end.

The Syndicated and Bilateral Facilities
contain the same terms and two financial
covenants; interest cover; and net debt
divided by earnings before interest, tax,
depreciation and amortisation (EBITDA).
The Group is in compliance with all of the
financial covenants in its loan documents,
none of which is expected to present

a material restriction on funding in the
near future.

Additional funding is provided by the
99-year finance lease (of which 88 years
remain) on InterContinental Boston and
other uncommitted bank facilities (see note
20 to the Group Financial Statements).

In the Group's opinion, the available facilities
are sufficient for the Group’s present liquidity
requirements. Borrowings included bank
overdrafts of $110m (2016: $89m), which
were matched by an equivalent amount

of cash and cash equivalents under the
Group’s cash pooling arrangements.

Net debt of $1,851m (2016: $1,506m) is
analysed by currency as follows:

Under these arrangements, each pool
contains a number of bank accounts with
the same financial institution, and the Group
pays interest on net overdraft balances
within each pool. The cash pools are used
for day-to-day cash management purposes
and are managed daily as closely as possible
to a zero balance on a net basis for each
pool. Overseas subsidiaries are typically

in a cash-positive position, with the most
significant balances in the US and Canada,
and the matching overdrafts are held by the
Group's central treasury company in the UK.

Cash and cash equivalents include $3m
(2016: $3m) that is not available for use by
the Group due to local exchange controls.

Information on the maturity profile

and interest structure of borrowings is
included in notes 20 and 22 to the Group
Financial Statements.

The Group had net liabilities of $851m
at 31 December 2017, ($759m at
31 December 2016).

Cash from operating activities

Net cash from operating activities totalled
$634m for the year ended 31 December
2017, down $118m on the previous year
largely due to cash received in 2016 on
behalf of the System Fund of approximately
$95m from renegotiation of long-term
partnership agreements.

Cash flow from operating activities is the
principal source of cash used to fund the
ongoing operating expenses, interest
payments, maintenance capital expenditure

Cash from investing activities
Net cash outflows from investing activities
increased by $47m to $263m.

The Group had committed contractual
capital expenditure of $104m at
31 December 2017 (2016: $97m).

Cash used in financing activities

Net cash used in financing activities totalled
$446m, which was $1,010m lower than
2016, reflecting the difference between the
$400m special dividend paid in May 2017
and the $1.5bn special dividend paid in

May 2016. Net cash inflows from borrowings
were $100m lower than in 2016.

Overall net debt increased during the year by
$345m to $1,851Tm as at 31 December 2017.

Off-balance sheet arrangements

At 31 December 2017, the Group had no
off-balance sheet arrangements that have
or are reasonably likely to have a current
or future material effect on the Group’s
financial condition, revenues or expenses,
results of operations, liquidity, capital
expenditures or capital resources.

Contingent liabilities

Contingent liabilities include performance
guarantees with possible cash outflows
totalling $31m, guarantees over the debt of
equity investments of $54m and outstanding
letters of credit of $35m. The Group may
also be exposed to additional liabilities
resulting from security incidents. See note
30 to the Group Financial Statements for
further details.

2017 2016 and normal dividend payments of the Group.
$m $M  The Group believes that the requirements of ~ Contractual obligations
Borrowings its existing business and future investment The Group had the following contractual
Sterling 1,416 1,289 can be met from cash generated internally, obligations outstanding as of
US dollar 601 mg disposition of asset.s, and e)fternal finance 31 December 2017. See table below.
expected to be available to it.
Euros 2 2
Other - 3
Total amounts Less than 1-3 3-5 After
Cas!\ and cash committed 1year years years 5years
equivalents $m $m $m $m $m
Sterling 13) (27) Long-term debt obligations®® 1,683 - - 805 878
US dollar (75) (127) Interest payable® 306 47 92 91 76
Euros 13) (12) Finance lease obligations® 3,317 16 32 35 3,234
Canadian dollar 13) (8) Operating lease obligations 534 56 91 90 297
Chinese renminbi 12) (7) Agreed pension
Other (42) (25) scheme contributions 9 9 - - -
Net debt 1,851 1,506 Capital contracts placed 104 104 - - -
Average debt level 1,810 1,235 Total 5953 = 215 1021 4,485
2 Repayment period classified according to the related facility maturity date.
b Excluding bank overdrafts.
° Mainly represents the minimum lease payments related to the 99-year lease (of which 88 years remain)
on InterContinental Boston. Payments under the lease step up at regular intervals over the lease term.
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