




















Eric Pearson

Chief Commercial and Technology O icer
Appointed to the Executive Committee:
February 2012 (joined the Group: 1997)

Skills and experience:  Eric joined IHG in 1997,
and has held roles of increasing responsibility
throughout his tenure. As Chief Marketing O icer
for IHG’s Americas region, Eric was accountable
for all sales and marketing activities across brands,
driving top-line revenue into more than 3,300
hotels. In addition to these responsibilities,

Eric became interim Head of Global Brands

in 2011 before being appointed IHG’s Chief
Information O icer in 2012.

Eric has also served as Senior Vice President,
Distribution Marketing, where he was responsible
for overseeing digital marketing, reservation
channels, and global revenue management.

Before joining IHG, Eric worked for The Walt Disney
Company, IBM and NASA in di erent management
and technical capacities.

Key responsibilities:  These include global sales,
distribution, revenue management, property
systems, digital and voice, and technology.

Ranjay Radhakrishnan

Chief Human Resources O icer
Appointed to the Executive Committee:
December 2016 (joined the Group: 2016)

Skills and experience: Ranjay joined IHG as
Chief Human Resources O icer in December 2016.
He previously spent 23 years at Unilever, in a range
of senior leadership roles at global, regional and
country levels. At Unilever, Ranjay was most
recently Executive Vice President Global HR
(Categories & Market Clusters), where he led

HR for Unilever’s eight regions (Market Clusters)
and four global Product Categories under

a uni ied global HR leadership role.

Ranjay has worked in a number of specialist
areas of HR such as Talent, Learning, Reward,
Change and Organisational E ectiveness,
complementing large generalist roles in both

mature and developing markets. His other roles

at Unilever included Executive Vice President
Human Resources in Europe; Vice President Talent,
Learning and Organisation for Global Markets;

Vice President Leadership Development & Reward
for Asia, Africa and Central Eastern Europe; and
Vice President HR for North Africa and

The Middle East.

Key responsibilities:  These include global talent
management, learning and capability building,
diversity, organisation development, reward and
bene it programmes, employee relations, and all
aspects of the people and organisation strategy
for the Group.

George Turner
Executive Vice President, General Counsel
and Company Secretary

Appointed to the Executive Committee:
January 2009 (joined the Group: 2008)

Skills and experience: George is a solicitor and
quali ied to private practice in 1995. Prior to joining
the Group, George spent over 10 years with
Imperial Chemical Industries PLC, where he held
various key positions including Deputy Company
Secretary and Senior Legal Counsel.

Key responsibilities:  These include corporate
governance, risk management, information
security, insurance, regulatory compliance,
internal audit, legal and hotel standards.

Changes to the Executive Committee

Claire Bennett

Claire was appointed to the Executive Committee on 1 October 2017.

Angela Brav

Angela stepped down from the Executive Committee and left IHG on 31 December 2017.

Jolyon Bulley

Jolyon was appointed to the Executive Committee on 1 November 2017.

Federico Lalatta Costerbosa Federico stepped down from the Executive Committee and left IHG on 31 December 2017.

Kenneth Macpherson

Kenneth took up the new position of Chief Executive O icer, EMEAA on 1 January 2018.

Eric Pearson

Eric took up the new position of Chief Commercial and Technology O icer on 1 October 2017.

Jan Smits

Jan stepped down from the Executive Committee and left IHG on 31 December 2017.
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Director induction, training and development

New Director inductions

All new Directors, upon appointment, undergo a comprehensive
and formal induction programme which is tailored to meet their
individual needs. We believe this is crucial to ensure our Directors
have an in-depth understanding of the Group’s business model,
key stakeholders, our principal activities and our strategy, which

is key to enabling all Directors to contribute to the Board effectively
with their knowledge, skills, experience and expertise.

Malina Ngai was appointed as an Independent Non-Executive
Director in March 2017. The key areas of Malina’s induction included:

- Information regarding the Group's structure, strategy, business
model and KPIs, key regions and operations, a financial overview,
details of the Group’s principal assets, liabilities and significant
contracts, and an overview of our brands and their competition;

» The Group’s risk management strategy and approach to
corporate responsibility;

- Recent Board and Committee updates including commercial
strategy, global technology trends, the Group Internal Audit
plan and various Investor Relations presentations;

« Meetings with members of the Board, the Executive Committee
and senior management;

- Meetings with the external Auditor, brokers and capital advisers; and
« Visits to various IHG hotels and corporate offices.

On 1 July 2017, Keith Barr was appointed CEO. While Keith had held
numerous senior leadership positions within IHG since joining in
2000, he had not previously served on a board. As such, his induction
was tailored to provide a thorough outline of his responsibilities and
duties as a Director of a public limited company. This included:

» A briefing pack and Board induction meetings with the
Company Secretary, Deputy Company Secretary and the external
Corporate Legal Adviser focusing on Director’s duties under the
Companies Act, compliance with listing rules and relevant regulations;

The rules relating to inside information and restrictions in dealing in
IHG shares, together with a briefing of the policies and procedures
IHG has in place to ensure compliance with such rules;

Corporate governance standards followed by companies
operating in the UK and US regulatory environment, including the
UK Corporate Governance Code (the Code) and the current reform
process covering remuneration, stakeholder engagement and the
new Code;

Meeting the lead Audit Partner to discuss key financial
considerations and responsibilities;

Meetings with all Committee Chairs, the Senior Independent
Non-Executive Director and one to one meetings with all other
Non-Executive Directors to understand and discuss key focus
areas and priorities; and

Strategy meetings with the Chairman as well as regular meetings
with the Company Secretary and Group Financial Controller
scheduled ahead of each Board and Committee meeting after
the release of the papers for the first 12 months.

Annual Strategy Meeting - March 2017

The Board maintains overall responsibility for the establishment and review
of the long-term strategic aims and objectives of the Group. Substantial time
is spent considering Group strategy, performance and oversight during the
regular Board meetings and, in addition, the Board holds an Annual Strategy
Meeting, dedicated to reviewing and discussing our global strategy in detail.

The 2017 Annual Strategy Meeting was held in Los Angeles and the Board
undertook a strategic assessment of the competitive landscape and the
commercial strategy and priorities for the Group. Given its scale, the Board
spent significant time focusing on our Americas region, and across the
American market more generally. The Board took the opportunity to visit
several of our hotels across all market segments whilst in Los Angeles,
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On 1 October 2017, Luke Mayhew stepped down as Chairman of the
Remuneration Committee and joined the Audit Committee. Given
that Luke had routinely attended the Audit Committee as a guest,

a formal induction was considered unnecessary. An induction
programme was created for Jo Harlow to support her transition to
Chair of the Remuneration Committee. The programme included:

- A detailed handover, coaching and support from Luke Mayhew
covering a variety of matters including agendas for Remuneration
Committee meetings and determining the remuneration terms
associated with Board resignations and appointments;

« Introductory meetings with a number of shareholders during the
development of the remuneration policy;

« Induction meetings with PricewaterhouseCoopers, independent
advisers to the Remuneration Committee, to provide commentary
and advice on the executive remuneration landscape, investor
sentiment and key pay trends;

+ Private meetings with other Remuneration Committee members,
the Chairman and the CEO; and

« Ongoing meetings with Remuneration Committee chairs of other
UK-based multinational companies and attendance at various
Remuneration Committee forums.

Elie Maalouf will receive a full induction programme during 2018.

Ongoing Director training and development

We believe that an ongoing and progressive training programme
facilitates a better understanding of the Group’s business and
operations for all Board members. The Chairman reviews the training
and development needs with each Director on a regular basis and
the Board is made aware of training opportunities.

Board and Committee meetings are regularly used to update
Directors on developments in the environment in which the business
operates and in-depth presentations are provided on key topical
areas. The Company Secretary provides regular updates on
regulatory, corporate governance and legal matters and individual
meetings with senior management are arranged if necessary.
Training focus areas in 2017 included technology and information
security, General Data Protection Regulation, anti-bribery, IFRS 15
and financial reporting controls and regulatory developments.

Board meetings continue to be held at IHG hotels around the world
to provide first-hand experience of the different brands we operate.
We believe that this opportunity to meet an array of stakeholders
across the business broadens the Board’s understanding of the
markets in which we operate. In 2017, Board members attended
Board and Committee meetings at InterContinental London Park Lane
in the UK, Kimpton Palomar Hotel in Los Angeles and Ravinia Offices
in Atlanta, in addition to meetings held at the Group'’s head offices
in Denham, UK. While in Atlanta, the Board also had dinner with

a broad group of senior management as part of their continuing
engagement with employees across the Group. Directors are also
encouraged to visit hotels across our brands informally.

In addition, Directors are encouraged to attend external training
events to update their skills and knowledge.

updating their knowledge and familiarity with the Group’s brands.

This included visits to our then soon to be opened InterContinental

Los Angeles Downtown and our recently opened Hotel Indigo Los Angeles
Downtown. In addition the Board took the opportunity to spend time at
BCG Digital to gain an understanding of the latest developments in the
digital arena and consumer-facing technology.

Each Board member received a full briefing in advance of the visit to
Los Angeles to ensure a deeper understanding of the cities and hotels
they were visiting and were provided details of recent developments
in the American market.
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Governance

Corporate Governance continued
Board effectiveness evaluation

IHG recognises the benefits of the Board undertaking a rigorous
evaluation of its own performance and that of its main Committees
and individual Directors on an annual basis, in line with the UK
Corporate Governance Code recommendations.

External Evaluation

As we reported last year, and in accordance with our three-year
cycle, Dr Tracy Long of Boardroom Review Limited, an external
facilitator with no connection to IHG, was engaged to lead our
external evaluation in 2016. This process continued into 2017,
resulting in a detailed report being presented to the Board in
May 2017.

The evaluation consisted of a mix of confidential individual interviews,
Board meeting observation and individual feedback sessions with
all Directors. A detailed report was then presented and the Board
discussed the outcome of the evaluation process, its proposed
actions and progress with the actions of previous years.

Challenges

The external evaluation concluded that good progress had

been made on the 2014 external review and the Board is diverse,
well-functioning and effective. Dr Long noted that the Board is
value-adding and there is a high level of engagement and participation
with good alignment between the Executive Directors and the
Non-Executive Directors.

The review also noted a good level of interaction with shareholders
and a strong understanding of the industry landscape and the
Group's wider stakeholders.

The review identified three interconnected challenges and areas
of focus for the future, details of which can be found below.

Actions taken

The transition to a new CEO and the implications for the Board
and Company culture

Company culture is a key area of focus. The Group’s purpose, ambition, values
and behaviours have been refined reflecting the growth vision of the new
Executive Committee, led by the CEO and with full engagement and support
from the Board. Regular updates are planned during the year, led by the
Chief Human Resources Officer.

A rapidly changing competitive landscape demanding even more
agility and speed

The Board agenda for 2018 will reflect a new strategic approach with a
shorter strategy day and several strategic updates and external contributors
during the year. Deep dive areas have been identified and will be presented
to the Board.

Continue to develop Board dynamics

Peer-to-peer evaluation of the Directors performance has taken place during
the year to ensure a process of continuous improvement and that Board
dynamics continue to develop. A collaborative process has been agreed for
Chairman and CEO evaluations and there is a continuous dialogue between
the Chairman and CEO. In addition, customised induction plans for new
Directors have been devised and implemented.

Directors’ peer-to-peer reviews

Following the external evaluation the focus of the Board in 2017 was
to address the challenges highlighted. As part of this the Chairman
and Senior Independent Non-Executive Director facilitated a
peer-to-peer review which comprised:

« Interviews with each of the Directors to allow them to provide
feedback regarding (i) the performance of fellow Board members,
including their relative strengths and development areas
(ii) progress following the recommendations made as part of the
external evaluation (iii) Board engagement (iv) Director induction
processes (v) diversity (vi) culture and (vii) the overall performance
of the Board and its Committees;

« Individual feedback sessions conducted by the Chairman as part
of each Board member’s annual performance evaluation; and

» Agreement on areas of focus for 2018.

The Chairman highlighted some of the general themes emerging
from the peer-to-peer review during the February 2018 Board
meeting, such as company culture, ethics and compliance, and
risk appetite and agreed to continue to consider these, particularly
in light of recent Corporate Governance developments.
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Directors’ performance evaluation

During 2017, internal performance evaluations of Directors were
undertaken with the Chairman appraising the Directors, the CEO
appraising the Executive Directors, the Chairman and Non-Executive
Directors appraising the CEO and the Non-Executive Directors,
facilitated by the Senior Independent Non-Executive Director,
appraising the Chairman.

The length of tenure of Non-Executive Directors forms part of the
performance evaluation process. As a result of Luke Mayhew and
Dale Morrison having served on the Board for more than six years,
they had a particularly rigorous review of their continued Board
membership. It was concluded that both Luke and Dale continue to
constructively challenge management and help develop proposals
on strategy and as such, contribute effectively to the Board.

Directors’ additional appointments and time commitments also form
part of the internal performance evaluation process. Any additional
appointments are thoroughly discussed with the Chairman before
being accepted, with any time commitment required for each

role carefully assessed. This year, particular attention was paid

to lan Dyson, Anne Busquet and Jo Harlow’s commitments, as well
as Paul Edgecliffe-Johnson’s time commitment to his Non-Executive
Director duties at Thomas Cook Group plc. Following a thorough
review process, we determined that their additional appointments
do not adversely impact their performance and that all Directors
continue to perform their duties effectively.



Engagement with shareholders

We are committed to maintaining an active dialogue with our
shareholders and the Board takes its responsibility to promote the
success of the Company for the benefit of our members seriously.
We encourage strong engagement with investors and other
stakeholders through our planned programme of investor relations
activities, as well as responding to queries from shareholders and
analysts. Our Registrar, Equiniti, and JP Morgan, as custodians of
our American Depositary Receipts (ADR) programme, have teams
equipped to deal with shareholder and ADR holder queries. A formal
external review of investor perceptions is presented to the Board on
an annual basis and both the Executive Committee and the Board
receive regular updates on shareholder relations to ensure that

the issues and concerns of major shareholders are understood.

Engagement during the year
The Board’s engagement with shareholders in 2017 included:

» Meeting shareholders and responding to queries at the AGM.

- Presentations by Richard Solomons, Keith Barr and Paul Edgecliffe-
Johnson to institutional investors, analysts and the media following
half-year and full-year results announcements.

- Telephone conferences after the release of the first and
third-quarter trading updates, including Q&A sessions with
sell-side analysts.

- Seeking feedback via an annual investor perception survey,
facilitated by our capital markets advisers.

- Attendance at key institutional investor conferences.

» A programme of one-to-one meetings with major institutional
shareholders, including Non-Executive Director meetings hosted
by the Chairman.

The Senior Independent Non-Executive Director remains available
to shareholders if they have concerns they wish to discuss.

In addition to the Board’s formal engagement with shareholders,

Elie Maalouf attended an investor conference in the US and hosted
an investor roundtable in London to discuss our business in the
Americas region. Kenneth Macpherson hosted an investor roundtable
meeting in Shanghai to discuss our Greater China business.

To enable as many shareholders as possible to access conferences
and presentations, telephone dial-in facilities were made available
in advance and live audio webcasts were made available after
results presentations in 2017, together with associated data and
documentation. These can be found at www.ihgplc.com/investors
under Results and presentations. Around 24 sell-side research
analysts publish research on the Group; their details are available

at www.ihgplc.com/investors under Analyst details and consensus.

AGM

The AGM is an opportunity for shareholders to vote on certain
aspects of Group business and to discuss matters with the Board.
A summary presentation of the Group’s performance and financial
results is given before the Chairman deals with the formal business
of the meeting. All shareholders present can ask questions of

the Board, during the meeting and more informally over lunch.

The Board values the AGM as it provides an invaluable forum for
communication with investors and we encourage participation

at this meeting.

The 2018 AGM will be held at 11:00am on Friday 4 May 2018.

The notice convening this meeting will be sent to shareholders and
will be available at www.ihgplc.com/investors under Shareholder
centre in the AGMs and meetings section.

Shareholder services

During the fourth quarter of 2017, IHG ran its annual share-dealing
programme for shareholders with shareholdings of up to 225 shares,
giving them the option to sell or increase their shareholdings at a
preferable set fee. Shareholders who sold their shares had the further
option to donate their proceeds to the IHG Foundation, resulting in
over £9,700 being donated.
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InterContinental Los Angeles Downtown, California, US. The Board visited
the hotel shortly before its opening in 2017.
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Governance

Corporate Governance continued
Audit Committee Report

We continue to play a vital role in
maintaining IHG'’s robust corporate
governance framework, by supporting the
Board in matters relating to internal control,
risk management and financial reporting.

Key duties and role of the Committee

Key objectives and summary of responsibilities

The Audit Committee is responsible for ensuring that IHG maintains
a strong control environment. It provides effective governance over
the Group’s financial reporting, including oversight and review of our
systems of internal control and risk management, the performance
of internal and external audit functions, as well as the behaviours
expected of IHG’s employees through the Code of Conduct and
related policies.

The Committee’s role and responsibilities are set out in its Terms of
Reference (ToR), which are reviewed annually and approved by the
Board. The Committee’s key responsibilities and focus over the year
have been:

« Regular reviews of the Group’s information technology controls
and information security risks.

Ongoing implementation of our Guest Reservation System (GRS)
(part of IHG Concerto).

Reviewing, challenging and ensuring accurate financial and
narrative reporting, including the Annual Report and Form 20-F.

Preparing for the implementation of new accounting standards,
including IFRS 15 concerning revenue recognition.

Reviewing the Group’s approach to tax, including the implications
of the US Tax Reform.

In-depth reviews of specific principal risk areas.
Ensuring the robustness of the Group's internal control and risk
management systems.

Overseeing the relationship with and appraisal of the Group’s
external Auditor.

Monitoring and reviewing the role of Internal Audit.

Overseeing and ensuring the effectiveness of the Group’s
regulatory compliance policies, procedures and controls.

Membership and attendance at meetings

Details of the Committee’s membership and attendance at meetings
are set out on page 47. The Chairman, Chief Executive Officer,

Chief Financial Officer, Chairman of the Remuneration Committee,
Head of Global Internal Audit (GIA), Group Financial Controller, Head
of Global Risk Management and our external Auditor, Ernst & Young
LLP (EY), attended all meetings in 2017. Other attendees are invited
to meetings as appropriate and all Directors are expected to attend
the Committee meetings that discuss principal risks and risk
management systems and the approval of financial reporting.

The Committee continues to hold private sessions with the Auditor
and Head of GIA without the presence of management to ensure
that a culture of transparency is maintained. The Committee
Chairman continues to have recent and relevant financial experience
and all members of the Committee are Independent Non-Executive
Directors. In accordance with the Code, the Board also considers
that the Committee as a whole possesses competence relevant to
the Company’s sector, having a range of financial and commercial
experience in the hospitality industry and the broader commercial
environment in which we operate.

The ToR are available at www.ihgplc.com/investors
under Corporate governance in the Committees section.
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Reporting to the Board

Following each Committee meeting, the Board receives an

update from the Committee Chairman on the key issues discussed.
The papers and minutes for each meeting are circulated to all Board
members, who are invited to request further information if required
and to provide any challenge where necessary.

Effectiveness of the Committee

The effectiveness of the Committee is monitored and assessed
regularly by the Chairman of the Committee and the Chairman.

The Committee was also reviewed as part of the in-depth external
evaluation process conducted by Boardroom Review Limited

(see page 54). The external evaluation noted that the Audit Committee
is professional and well run with a clearly defined role and it has
completed detailed work on risk and control. The Committee also
undertook a thorough and robust internal evaluation during the
year and concluded that it remains effective.

Focus areas and activities

Internal controls and risk management

In accordance with the Code, the Board is responsible for
determining the nature and extent of the principal risks it is willing

to take to achieve its strategic objectives and ensuring that an
appropriate culture has been embedded throughout the organisation.
The Committee supports the Board by regularly reviewing the
effectiveness of the Group’s internal control and risk management
systems, the wider risk environment, and overseeing the risk and
control activities in operation.

In order to effectively review the internal control and risk
management systems, the Committee:

» Reviews the process by which risks are identified and assessed,
including regular reports and presentations from management
on the Company’s overall risk management system and principal
risks, mitigating actions and internal controls.

Receives regular reports from GIA and the external Auditor
on the effectiveness of the systems for risk management and
internal control.

Receives additional reports throughout the year relevant to internal
control and risk management to ensure that current and emerging
risks, both financial and non-financial, are identified, assessed and
appropriately managed in day-to-day decision making (see pages
20 to 22 for more detail on our principal risks and our approach

to managing them).

As part of the review of the internal control and risk management
systems, key financial, operational and compliance controls

across the business are monitored and tested throughout the year.
The Committee assesses the approach to Sarbanes-Oxley Act 2002
(SOX) compliance in accordance with our US obligations and
reviews reports on the progress of the SOX programme at each
meeting. The Committee considers the Group’s treasury and tax
strategy and policies annually and, during 2017 approved changes
to the Group Treasury Policy and the Group’s “Approach to Tax".

Our Approach to Tax document is available at
www.ihgplc.com/responsible-business under Policies.



Having reviewed the internal control and risk management systems
throughout the year, the Committee continues to conclude that
the Group has an effective system of risk management and internal
controls in place, and has concluded that there are no material
weaknesses in the control environment and that there are no
significant failings or weaknesses.

Principal risk areas

In addition to the regular risk management framework review and
assessment of the principal risks, the Committee has a schedule
for in-depth reviews into specific principal risk areas over the year.
During 2017, the Committee met with senior risk and finance
management, the Chief Commercial and Technology Officer

and the Head of Information Security, considering, in particular:

« Cybersecurity and information governance. During the year,
the Committee considered the Group'’s response to potential
cybersecurity incidents.

Risk management controls and assurances in relation to the
Group’s channels and technology platforms, and in particular
the development of GRS (part of IHG Concerto).

Financial Management and Controls, including cyber fraud
and fraud risk awareness, the Group’s Approach to Tax and the
Treasury Policy, the key performance measures and methodology
for determining breakage levels of the Loyalty Programme and
the risk management controls and approach to determining
IHG Rewards Club points liability.

Safety and security in hotels including the Group’s approach
to incident handling in light of geopolitical factors and natural
catastrophes experienced during 2017.

Risk appetite assessment and risk management measures

in relation to the Group’s changes to accelerate growth.

Developments in data privacy regulation and the Group'’s
compliance programme.

Further details of our principal risks, uncertainties and review
process can be found on pages 20 to 22.

Financial and narrative reporting

During the year, the Committee reviewed and recommended
approval of the interim and annual Financial Statements (considering
the relevant accounting and reporting matters such as impairment
reviews, the going concern and viability statements) and the Group’s
quarterly trading updates. All members of the Board are asked to
attend these meetings.

As part of its review, the Committee interrogated the key judgements
and accounting policies applied and considered the basis of the
estimates and assumptions underlying the Financial Statements.

The Committee recognises the importance of understanding
changes in accounting policies and practice, and receives an annual
update from EY on key changes in this area. In 2017, the Committee
continued their in-depth review of the impact on the Group of the
implementation of IFRS 15 concerning revenue recognition, IFRS 9
concerning financial instruments and IFRS 16 concerning leases -
see pages 101 to 103 for further details.

A letter from the Financial Reporting Council’s Corporate Reporting
Review team (FRCCRRT) was received during the year, requesting
further information regarding an investment disclosed in our
2016 Annual Report and Form 20-F. This was a limited review,
based on our Annual Report and Form 20-F and did not benefit
from detailed knowledge of our business or an understanding

of the underlying transactions entered into. A thorough response
was provided, which enabled the FRCCRRT to close their enquiries.
We acknowledge and welcome the observations made on our
2016 Annual Report and Form 20-F and these have been duly
considered in the preparation of this year’s Annual Report and
Form 20-F.

The Committee continued to seek input and guidance from

EY where appropriate to gain further assurance over the process
of preparation of the Financial Statements. In addition, the
Committee received regular reports from the Chairman of the
Disclosure Committee and copies of all minutes of that Committee
were duly circulated.

The Committee received early drafts of the Annual Report and

Form 20-F 2017 (Annual Report), and when providing comments
considered: (i) the process for preparing and verifying the Annual
Report, which included review by members of the Executive
Committee and input from senior colleagues in Operations, Strategy,
HR, Finance, GIA, Risk and Legal; (ii) a report from the Chairman of
the Disclosure Committee; and (iii) the checklist prepared by the
Annual Report team confirming compliance with the relevant
regulatory requirements.

The Committee (and a sub-committee specifically convened for this
purpose) also considered management’s analysis of how the content
benchmarked against the ‘fair, balanced and understandable’
communication principles, and whether it contained the necessary
information for shareholders to assess the Group’s position and
performance, business model and strategy. In order to reach this
conclusion, a dedicated project team worked on the contents of
the Annual Report and a detailed verification process to confirm

the accuracy of the information contained within the Annual Report
was undertaken by the Financial, Planning & Analysis department.
The Committee then considered both the structure and content of
the Annual Report to ensure that the key messages were effectively
and consistently communicated and that meaningful links between
the business model, strategy, KPIs, principal risks and remuneration
were clearly identified throughout the Annual Report.

Following a review of the contents of the Annual Report alongside
the aforementioned criteria, the Committee reported its
recommendation to approve the Annual Report to the Board.
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Corporate Governance continued

Audit Committee Report continued

Significant matters in the 2017 Financial Statements
The Committee discussed with management and the Auditor the
key judgements applied in the Financial Statements, the exceptional

Area of focus

Issue/Role of the Committee

items arising in the year and the impact of any accounting
developments or legislative changes. The main items discussed
are outlined below.

Conclusions/Action taken

Accounting for
the System Fund

Given the unique nature of the system
fund, the Committee reviews the
controls and judgements related

to System Fund accounting.

In forming a conclusion on the appropriateness of the System Fund accounting, the Committee
met with senior finance management to review and evaluate the progress made on strengthening
the financial controls related to the IHG Rewards Programme. The Committee further reviewed
the progress made on the Sarbanes-Oxley continuous improvement project and the results of
control testing. The Committee concluded that good progress has been made in strengthening
the financial oversight of the System Fund and that judgements in respect of the accounting
treatment for the System Fund and related disclosures were appropriate.

IHG Rewards The IHG Rewards Club points liability =~ The Committee reviewed the approach to the valuation of the liability and, in particular, the

Club points represents a material liability for financial management of the overall programme. Senior finance management presented progress

liability the Group and in determining the made in strengthening the financial management of the programme and was questioned on the
liability the Committee challenges valuation approach, the results of the external actuarial review and the increased judgement due
judgements and estimations used to the expiration policy. The results of EY’s audit procedures were also considered in reaching the
to determine the liability. conclusion that the liability is appropriately stated.

Impairment Impairment reviews require The Committee reviewed a management report outlining the approach taken on impairment

testing significant judgement and the testing and the key assumptions and sensitivities supporting the conclusion on the various asset
Committee therefore scrutinises categories. The Committee examined the assumptions related to assets previously impaired,
the methodologies applied and the management contract valuations resulting from asset sales, and the assets acquired as part of
inherent sensitivities in determining the Kimpton transaction. The impairment recorded in the year for the Barclay associate (note 14
any potential asset impairment. on page 120) was discussed in detail. The Committee agreed with the conclusions reached

on impairment.

Litigation From time to time, the Group is At each meeting during the year, the Committee considered a report detailing all material litigation
subject to legal proceedings with matters. The Committee discussed and agreed any provisioning requirements for these matters.
the ultimate outcome of each being
subject to many uncertainties.

The Committee reviews and evaluates
the need for any provisioning on
a case by case basis.

Exceptional The Group exercises judgement The Committee considered the consistency of the treatment and nature of items classified

items in presenting exceptional items. as exceptional over the last five years and discussed the items disclosed as exceptional.

The Committee reviews and
challenges the classification
of items as exceptional based
on their materiality or nature.

The Committee reviewed and challenged the significance, timing and nature of the exceptional
items disclosed in note 5 on page 110, including Kimpton integration costs, reorganisation costs,
and the tax credit arising from the US tax reform. EY’s audit procedures were also taken into
consideration in reaching the conclusion that the disclosures and the treatment of the items
shown as exceptional were appropriate.

Capitalisation of
software projects

The Group is making a significant
investment developing a strong
technology platform. The Committee
reviews the appropriateness of
capitalising the investment and the
strength of the control environment.

In forming a conclusion on the appropriateness of software capitalisation, the Committee
considered the following: Global Internal Audit reporting on the project and programme
management of GRS; a review of software assets from an impairment perspective; the
conclusions from the SOX control testing in this area; and conclusions from EY’s audit procedures.
The Committee concluded that capitalisation is adequately controlled and that the controls

on impairment are appropriate.

Relationship with external auditor

A detailed audit plan was received from EY at the beginning of
the audit cycle for the 2017 financial year, which gave an overview
of the audit risk assessment, the approach to materiality and scoping

of the audit, and the significant risk areas.

The Committee reviewed the significant audit risks and regularly
assessed the progress of the audit throughout the year.

Non-audit services

The independence and objectivity of the non-audit services
provided by EY to the Group are safeguarded by IHG’s Audit and
Non-Audit Services Pre-Approval Policy. The policy is reviewed by
the Audit Committee annually, and, for the 2017 financial year, the
policy was updated and changes to reflect a de minimus threshold

for certain prescribed services were approved.

the audit and non-audit fees incurred with EY on a quarterly basis
and noted there had been no prohibited services (as defined by the
Sarbanes-Oxley Act of 2002) provided to the Group in each period.
The Committee is prohibited from delegating non-audit services
approval to management and compliance with the policy is
actively managed.

IHG is committed to maintaining non-audit fees at a low level and
the Committee is sensitive to investor advisory bodies’ guidelines on
non-audit fees. During 2017, 23% of services provided to the Group
were non-audit services (2016: 31%); these included tax advisory
work and corporate tax compliance. For fees paid to EY for non-audit
work during 2017, and for statutory audit work during 2017, see page
109. The Committee is satisfied that the Company was compliant
during the year with the FRC’s Ethical and Auditing Standards in
respect of the scope and maximum permitted level of fees incurred

Other than as reflected above, the policy requires that pre-approval
is obtained from the Audit Committee for all services provided by
the external Auditor before any work can commence, in line with
US SEC requirements. During the year, the Committee analysed
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for non-audit services provided by EY. Where non-audit work is
performed by EY, both the Company and EY ensure adherence
to robust processes to prevent the objectivity and independence
of the external auditor from being compromised.



Global Internal Audit (GIA)

The Committee discusses the GIA plan in December each year.

The 2017 plan presented to the Committee considered the Group’s
principal risks and key controls and included reviews over the
following areas: cybersecurity, programme and project delivery
(including assurance over the development of GRS), disaster recovery
and business continuity, and technology-related processes and
controls. Following discussion and consideration, the Committee
confirmed its agreement to the key control themes identified by GIA.
The Committee then actively monitors progress against the GIA
plan, which is reported to the Committee on a quarterly basis.

This includes reviewing the results of completed audits and the
findings raised through these audits, as well as management

action plans to address any issues raised.

An effectiveness review of GIA is undertaken each year and reported
to the Committee. In 2017, GIA undertook an internal assessment
following the external review conducted in 2016. The effectiveness
of GIA was assessed according to five categories: Purpose and
Remit; Position and Organisation; Process and Technology; People
and Knowledge; and Performance and Communication. The review
was conducted by assessing the functional activities of GIA,
progress made against the recommendations from last year’s
external review, the quality assurance process and obtaining
feedback from a cross sector of business stakeholders. As a result
of the internal review, it was concluded that GIA continues to

be effective in providing independent assurance activities.

Governance and compliance

The Committee is responsible for reviewing the Group’s Code of
Conduct (which is reviewed and approved annually) and related
policies. In 2017, the Code of Conduct was updated to reflect
management changes as well as updating the following areas in line
with regulatory changes and best practice: bribery and corruption,

External auditor - Appointment of Ernst & Young LLP (EY)

and audit tender

The Committee considered the appointment of its Auditor and, after
assessing EY’s performance (including its independence, effectiveness
and objectivity) and the requirements for putting the audit out to tender
as set out in EU and Competition and Markets Authority legislation, the
Committee recommended the re-appointment of EY as the Auditor of
the Group. EY has been our Auditor since IHG’s listing in April 2003 and
of the Group’s predecessor businesses dating back to 1988.

In determining EY’s independence we consider, among other things, its
challenge to management and level of professional scepticism, the amount
of time passed since a rotation of audit partner and the level of non-audit
work that it undertakes, details of which can be found on page 58.

To ensure the external Auditor’s independence is safeguarded, lead audit
partners are required to rotate every five years. Sarah Kokot, who was
appointed lead audit partner in 2016, has continued her role during 2017.
The US audit partner rotated during 2017.

As part of its review, the Committee considered the effectiveness of the
relationship between EY and management. This included the completion
of feedback questionnaires by 44 senior IHG employees and members of
the Committee. Feedback was requested on a number of topics including
independence, assignment management, quality and communication.
The Committee also received reports from EY on its independence.

No significant issues were raised in the review of the auditor performance
and effectiveness and as a result, the Committee concluded that EY

antitrust, competition law, and human rights. The e-learning module
associated with the Code of Conduct was also updated and was
launched on the new IHG learning platform, improving tracking

and reporting capability. In addition, the Committee reviewed and
considered the planning and implementation work related to the
upcoming EU General Data Protection Regulation and China’s new
cybersecurity legislation, as well as the launch of an updated
Anti-Bribery e-learning module.

In 2017, IHG became a member of Transparency International UK’s
Business Integrity Forum. Transparency International is the world’s
leading anti-corruption NGO and the Business Integrity Forum is

a network of major international companies, committed to high
anti-corruption and ethical standards in business practices.

Whistleblowing and fraud

The Committee reviews the Group’s whistleblowing arrangements
and its reporting and investigation process to ensure that
arrangements are in place for proportionate and independent
investigation of such matters. The Committee also reviews the
number and potential impact of both substantiated and
unsubstantiated cases and ensures that appropriate follow-up
action is taken. Any significant claims are brought to the immediate
attention of the Committee by the Head of GIA.

As well as monitoring incidents of fraud, the Group’s approach
to cyber fraud and fraud risk awareness was reviewed in 2017.

As we head into 2018, the Committee will continue to focus on
the integrity of the control and risk management environment
and progress with the audit tender process.

lan Dyson
Chairman of the Audit Committee
19 February 2018

continues to provide an effective audit and maintain independence and
objectivity. The Committee is satisfied with the external audit process as a
whole and therefore recommended the reappointment of EY to the Board.

Pursuant to regulations mandating a tender for the 2021 financial year,

the Group will complete the audit contract tender and transition any
strictly prohibited services by 2020. The Committee has established a
sub-committee to oversee the audit tender process and an overview of
the proposed approach and timings for the audit tender process has been
agreed by the Committee. The sub-committee will convene in 2018 to
review and recommend a detailed plan, including the applicable supplier-
selection criteria, for approval by the Committee. It will be the responsibility
of the Committee to make overall decisions in relation to the selection
process. The Committee considers this timeframe to be appropriate to
ensure that a robust process is undertaken and all required criteria are duly
considered. The Committee is committed to ensuring that the selection
procedure is conducted in a fair manner and that auditor independence
requirements are effectively managed throughout the process.

The Group confirms that it has complied with the requirements of

The Competition and Markets Authority Statutory Audit Services for

Large Companies Market Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee Responsibilities) Order 2014, which
relates to the frequency and governance of tenders for the appointment

of the external auditor and the setting of a policy on the provision of
non-audit services.
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Corporate Governance continued
Corporate Responsibility Committee Report

We understand the vital role corporate
responsibility plays in building meaningful
relationships with our stakeholders, and

in delivering our purpose of providing
True Hospitality for everyone.

Key duties and role of the Committee

Key objectives and summary of responsibilities

The Committee reviews and advises the Board on the Group’s
corporate responsibility objectives and strategy, including its
approach to sustainable development, environmental sustainability,
community impact, human rights issues, and stakeholder
engagement. It ensures that IHG’s corporate responsibility priorities
align with our core purpose - to provide True Hospitality for everyone.

The Committee’s role and responsibilities are set out in its Terms
of Reference (ToR), which are reviewed annually and approved
by the Board.

The Committee’s key responsibilities and focus areas over the year
have been:

The ToR are available at www.ihgplc.com/investors
under Corporate governance in the Committees section.

» Monitoring delivery of the Group’s Responsible Business targets
for 2013-2017, and establishing new targets for 2018-2020.

» Reviewing Environmental, Social, Community and Human Rights
issues including the Group’s Modern Slavery Statement and the
Group’s approach to responsible procurement; and

» Overseeing responsible business stakeholder engagement.

Membership and attendance at meetings

The Committee’s membership and attendance at meetings are set
out on page 47. The Heads of Corporate Responsibility attended
all meetings and the Chairman of the Board also attended two out
of the three meetings held during the year.

Reporting to the Board

The Committee Chairman updates the Board on all key issues raised
at Committee meetings. Papers and minutes for each meeting are
also circulated to all Board members, who are invited to request
further information where necessary.

Effectiveness of the Committee

The effectiveness of the Committee is monitored and assessed
regularly by the Chairman of the Committee and the Chairman.

The effectiveness of the Committee was also reviewed as part of the
external evaluation process conducted by Boardroom Review Limited
during 2016 and 2017 (see page 54 for further details). The external
review concluded that the Committee has a clearly defined role and
remit allowing it to add value. The Committee also undertook an
assessment against its own ToR and the external environment and
concluded that no changes were necessary.

Focus areas and activities

Responsible Business targets for 2018-2020

During 2017, the Committee assessed the progress made towards
the achievement of IHG's five-year external Responsible Business
targets. The Committee also assessed the Group's strategic
approach to new targets for 2018-2020.

An in-depth competitor analysis was completed as part of this
process, together with a review of the UN Sustainable Development
Goals and IHG's initiatives which support these.
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The Committee also welcomed insight offered by the Chief
Operating Officer of the Americas who shared how the region is
delivering the Responsible Business targets and engaging with
colleagues, guests and owners.

Environmental, social, community and human rights issues
Detailed progress updates on key achievements across the
Group'’s environmental, social and community programmes
continued to be received during 2017 and community outreach
activities were reviewed.

Recognising the continued importance of responsible procurement,
the Committee undertook a deep dive into supply chain responsibility
and the Group’s Modern Slavery Statement, evaluating the Group’s
approach to these matters. The Committee also considered a number
of the Group’s human rights initiatives during the year, including the
approach to targeted training in high risk areas and embedding our
suite of Human Rights and Modern Slavery awareness raising material.

Further information on our responsible business programmes and
our approach to human rights can be found on pages 18 and 19.

Stakeholder engagement

The Committee assessed the effectiveness of the 2016 corporate
responsibility communications and stakeholder engagement activity,
and reviewed the 2017 communication plan, considering in
particular, the engagement plan for key stakeholder groups,
including guests, colleagues, owners and suppliers.

Other key issues reviewed by the Committee

The Committee continued to receive updates from the IHG
Foundation, an independent charity providing vital support to
communities, with a focus on hospitality skills and disaster relief.

In support of IHG Foundation Week, our annual awareness and
fundraising initiative, the Committee attended an event which
illustrated the positive impact of the IHG Foundation on vulnerable
communities worldwide. The Committee heard first hand about the
collaboration between the IHG Foundation and The Passage, which
runs London’s largest voluntary resource for the homeless - helping
them regain confidence and transform their lives.

Information on our responsible business commitments
can be found at www.ihgplc.com/responsible-business

Recognising the importance of corporate responsibility, we were
pleased to be listed on the S&P Dow Jones Sustainability Indices
in September 2017, having achieved first place in RobecoSAM’s
Consumer Services industry group (see page 19).

We have completed the 2013-2017 target cycle, achieving four out of
our five external targets, and have gathered learnings and feedback
to help inform our new targets for 2018-2020. In 2018 we start this
new cycle and will work on further engaging with our hotel owners
worldwide to embed our Corporate Responsibility programmes into
day-to-day operations within our hotels. We recognise the continued
and growing importance of environmental, social and governance
considerations to all our stakeholders.

JillMcDonald
Chairman of the Corporate Responsibility Committee
19 February 2018



Nomination Committee Report

We review the Board's structure, size and
composition; overseeing appointments
to ensure diversity of experience,
knowledge and background in our
Board and senior management.

Key duties and role of the Committee

Key objectives and summary of responsibilities

The Committee reviews the composition of the Board and Principal
Committees, considering skills, knowledge, experience and
diversity requirements before making appropriate recommendations
to the Board as to any changes. It also manages succession planning
for Directors and other Senior Executives and is responsible for
reviewing the Group’s senior leadership needs.

The Committee’s role and responsibilities are set out in its Terms
of Reference (ToR), which are reviewed annually and approved
by the Board.

The Committee’s key focus areas during the year have been the
CEO succession, leadership development, executive succession
planning and Board and Committee composition.

The ToR are available at www.ihgplc.com/investors
under Corporate governance in the Committees section.

Membership and attendance at meetings

Details of the Committee’s membership and attendance at meetings
are set out on page 47. All members are Non-Executive Directors
(myself excluded). When the Committee considers matters relating
to my position, Dale Morrison, the Senior Independent Non-Executive
Director, acts as Committee Chairman.

Reporting to the Board

The Committee makes recommendations to the Board for all Board
appointments, and minutes are circulated to all Board members.
As Chairman, | report back to the Board on the activities of the
Committee at each Board meeting following a Committee meeting.

Effectiveness of the Committee

The effectiveness of the Committee is monitored and assessed
regularly by myself, as Chairman of the Committee and Chairman

of the Board. During 2017, the Committee was also reviewed as part
of Boardroom Review Limited’s external evaluation (see page 54).
Per the review’s recommendation, the Board met with high-potential
leaders during their visit to Atlanta, as outlined on page 53.

Focus areas and activities

CEO succession

The Committee led the thorough process of finding Richard Solomons’
successor, supported by an independent external consultant,

Korn Ferry. Building on our approach of developing talent, we
assessed internal candidates against a success and readiness
profile and opportunities were identified for further development.
Having also benchmarked external talent, the Board was unanimous
in its decision to appoint Keith Barr. To enable a smooth transition
and provide relevant onboarding, a comprehensive induction plan
was implemented, details of which can be found on page 53.

Leadership development and executive succession planning
Building on the 2016 assessment of senior leadership, the
Committee continued to review the development plans for

the Executive Committee. In addition, the Committee reviewed
the executive pipeline and oversaw talent succession at senior
levels within the organisation.

Board and Committee composition

During the year, the Committee discussed the current and future
composition of the Board in light of the Company’s strategy and it
was proposed that a new Executive Director should be appointed.
Elie Maalouf was identified at the beginning of the search as

a talented leader with substantial and highly relevant industry
experience and his appointment was recommended to the Board.

In addition to reviewing the Board composition, the Committee also
looks to ensure appropriate appointments are made to the Board’s
Principal Committees, based on overall suitability.

To ensure that Committee membership is refreshed, Luke Mayhew
stepped down as Remuneration Committee Chairman during the
year. Jo Harlow was appointed his successor; her experience and
prior involvement making her the ideal candidate to replace him.
Details of Jo's onboarding process can be found on page 53.

Diversity

With a presence in almost 100 countries globally, we recognise

the value of diversity both in our Board composition and throughout
all levels of our business. All appointments are based on merit,
experience and performance and the Board actively seeks diversity
of skills, culture, gender, race, age, nationality and background.

The manner in which diversity is considered is non-exhaustive and
subject to regular review to reflect the diversity of our employees,
guests and communities in which we operate.

Our Global Diversity and Inclusion Policy (D&l Policy) applies to

all people directly employed by an IHG group company and we
encourage our franchised operations and those managed hotels
where we do not directly employ people to follow the same
principles. The objective of our D&l Policy is to celebrate difference,
recognising that this underpins external, as well as internal,
relationships. Operating around the globe, with a wide range of
stakeholders, it is vital that we remain flexible in accommodating
different cultures, lifestyles and preferences.

During the year, we have implemented the D&I Policy through the
development of our diversity and inclusion strategy and have agreed
to establish a Diversity and Inclusion Board. This Board will be
responsible for continuously developing our diversity and inclusion
strategy, including setting any targets and measures and reviewing
initiatives to enhance the development of our inclusive culture.

We continue to deliver against our D&l Policy and maintain a
minimum of at least 25% female Directors on the Board, per

Lord Davies’ guidance. As of 31 December 2017, 40% of the Board
were female. The appointment of Elie Maalouf brings this figure

to 36%, still well above the specified minimum. In addition, two of
our Board Committees are chaired by women. Further details on our
diversity and inclusion strategy can be found on pages 18 and 66.

The Committee is satisfied that we have appropriate plans in place
for orderly succession of appointments to the Board and to senior
management, so that an appropriate balance of skills, experience,
knowledge and diversity is maintained.

Patrick Cescau
Chairman of the Nomination Committee
19 February 2018
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Corporate Governance continued
Statement of compliance with the UK Corporate Governance Code

Our statement of compliance summarises how the Group has

implemented the principles and provisions of the 2016 UK Corporate

Governance Code (available at www.frc.org.uk/directors under UK
Corporate Governance Code) as published in April 2016 (the Code).

A. Leadership

This should be read in conjunction with the Corporate Governance
statement on pages 47 to 61 and the Directors’ Remuneration Report
as awhole.

The Board considers that the Group has complied in all material
respects with the Code for the year ended 31 December 2017.

B. Effectiveness

Al

The role of the Board

The Board leads IHG's strategic direction, long-term objectives
and success of the Group. Further responsibilities of the Board
are set out on page 47.

The Board met eight times this year and all directors continue
to act in what they consider to be in the best interests of the
Company, consistent with their statutory duties. Further details
of 2017 Board meetings are set out on page 52, attendance
information on page 47 and biographical information on pages
48 and 49.

All Directors are covered by the Group’s directors’ and officers’
liability insurance policy (see page 160).

B.1

The composition of the Board

The size and composition of the Board and its Committees

is kept under review by the Nomination Committee to ensure
the appropriate balance of skills, experience, independence
and knowledge.

Potential conflicts of interest are reviewed annually and powers
of authorisation are exercised in accordance with the 2006 Act
and the Company’s Articles of Association. At least half of the
Board, excluding the Chairman, are Independent Non-Executive
Directors (see page 47). Further details of the composition of
the Board and Committees are available on pages 47 to 49.

A.2

Divisions of responsibility

The separate roles of the Chairman and Chief Executive Officer
are clearly established, set out in writing and are agreed by

the Board.

Chief Executive Officer

Keith Barr leads the development of the Group'’s strategic
direction and implementation of the agreed strategy. As well
as building and leading an effective Executive Committee,
he oversees IHG's business operations and manages its risks.
See page 48 for more details.

A.3

The Chairman

As well as building and maintaining an effective Board,
Patrick Cescau leads the operation and governance of the
Board and its Committees. The Chairman was independent
on appointment. See page 48 for more details.

B.2

Appointments

The Nomination Committee leads the appointment of new
Directors to the Board and senior executives in accordance
with its Terms of Reference (available on our website at
www.ihgplc.com/investors under Corporate governance in
the Committees section or from the Company Secretary’s office
on request) and supports the Board in succession planning.
Further details of the role of the Nomination Committee and
what it did in 2017 are in the Nomination Committee Report on
page 61. The overall process of appointment and removal of
Directors is overseen by the Board as a whole. Two Non-Executive
Directors have served for six years and were subject to a rigorous
review during the year. All other Non-Executive Directors have
served for less than six years - see pages 48 and 49.

A.4

Non-Executive Directors

Senior Independent Non-Executive Director

Dale Morrison was appointed as Senior Independent
Non-Executive Director on 31 May 2014. He is available to liaise
with shareholders who have concerns that they feel have not
been addressed through the normal channels of the Chairman,
Chief Executive Officer and other Executive Directors. He also
leads the annual performance review of the Chairman with the
other Non-Executive Directors (see page 54), and as necessary,
provides advice and judgement to the Chairman, and serves
as an intermediary for other Directors when necessary.

After each Board meeting, Non-Executive Directors and the
Chairman meet without Executive Directors being present
(see page 52). During the year, if any Director has unresolved
concerns about the running of IHG or a proposed action,
these would be recorded in the minutes of the meeting.

Further information on each of these roles can be found
on our website at www.ihgplc.com/investors under
Corporate governance.

B.3

Commitment

Non-Executive Director terms of appointment outline IHG's
time commitment expectations required to fulfil their role.
Executive Directors are not permitted to take on more than one
external non-executive directorship or chairmanship in addition
to their role. The commitments of each Director are included

in the Directors’ biographical details on pages 48 and 49.
Details of Directors’ service contracts and appointment terms
are set out on pages 73, 76 and 168.

The Chairman annually reviews the time each Non-Executive
Director dedicates to IHG as part of the internal performance
evaluation of each Director (see page 54) and is satisfied that
their other duties and time commitments do not conflict with
those as Directors.

B.4

Development

The Chairman and Company Secretary ensure that new
Directors are fully inducted and that all Directors continually
update their skills and have the requisite knowledge and
familiarity with the Group to fulfil their role (see page 53).
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B.5

Information and support

The Chairman and Company Secretary ensure that the Board
and its Committees receive timely and appropriate information,
and a flow of information between the Executive Committee and
Non-Executive Directors. The Board and Committees also have
access to the Company Secretary, independent advice and
necessary resources, at the Company’s expense. They receive
administrative and logistical support of a full-time executive
assistant. See page 52 for more details.




B.6

Evaluation

In 2016, we engaged Dr Tracy Long of Boardroom Review
Limited, an external facilitator with no connection to IHG,
to lead the Board effectiveness evaluation. This evaluation
concluded during 2017. More information on the evaluation
is on page 54.

B.7

Re-election

All of the Directors retire and seek election or re-election at
each AGM. Director’s biographies are set out on pages 48
and 49 and details of their performance evaluations are

on page 54.

C. Accountability

Ci1

Financial and business reporting

The Statement of Directors’ Responsibilities (including

the Board’s statement confirming that it considers that the
Annual Report and Form 20-F, taken as a whole, is fair, balanced
and understandable and provides the information necessary for
shareholders to assess the Group’s position and performance,
business model and strategy) is set out on page 80.

The status of IHG as a going concern is set out in the Directors’
Report on page 163. An explanation of the Group’s performance,
business model, strategy and the risks and uncertainties
relating to IHG's prospects, including the viability of the Group,
is set out in the Strategic Report on pages 2 to 43.

The statement from our Auditor, Ernst & Young LLP, about its
reporting responsibilities is set out on pages 81to 86.

C.3 Audit Committee and Auditor

The Audit Committee is comprised entirely of Independent
Non-Executive Directors (see page 47 for membership details).
lan Dyson, the Chairman of the Committee has recent and
relevant financial experience and the Committee has a whole
has competence relevant to the sector in which we operate.
Details of the Committee’s role, responsibilities and activities
are set out on pages 56 to 59.

The Committee reviewed the effectiveness and independence
of Ernst & Young LLP during 2017 and also concluded that it
would complete the audit contract tender and transition any
strictly prohibited services by 2020. A sub-committee of the
Audit Committee to oversee the audit tender process has been
established and further details can be found on page 59.

D. Remuneration

DA

The level and components of remuneration

The Remuneration Committee’s activities during 2017 are set
out on page 64 and its membership details are on page 47.

The Directors’ Remuneration Report is set out on pages 64 to 77.
The annual report on remuneration for 2017 (pages 70 to 77) is
subject to the annual advisory vote at the AGM in 2018.

C.2

Risk management and internal control
The Board determines the nature and extent of the risk the
organisation is willing to take in achieving its strategic objectives.

A robust assessment of the principal risks facing the Group
was carried out, including those risks that would threaten the
Group'’s business model, financial performance, solvency or
liquidity (see pages 20 to 22 for further details of the principal
risks). The Board and Audit Committee monitor the Group's risk
management and internal controls systems and conduct an
annual review of their effectiveness. Throughout the year, the
Board has directly, and through delegated authority to the
Executive Committee and the Audit Committee, overseen and
reviewed all material controls, including financial, operational
and compliance controls. See pages 47, 52, and 56 to 59.

The Board confirms that, in respect of the Group's risk
management and internal control systems: (i) there is an ongoing
process for identifying, evaluating and managing the principal
risks faced by the Group; (ii) the systems have been in place for
2017 and up to 19 February 2018; (iii) they are regularly reviewed
by the Board and Audit Committee; and (iv) the systems accord
with FRC guidance on risk management, internal control and
related financial and business reporting. Further details are set
out in the Strategic Report on pages 2 to 43 and also in the
Audit Committee Report on pages 56 to 59.

Details of the Directors’ assessment of the prospects of the
Group are set out on page 22.

D.2

Procedure

The Remuneration Committee is responsible for developing
policy on executive remuneration and fixing remuneration
packages of Directors. Further details are set out on pages
64to77.

During 2017, no individual Director was present when his or her
own remuneration was discussed.

E. Relations with shareholders

EA

Dialogue with shareholders

The Board engage actively with both institutional and retail
shareholders to promote mutual understanding of objectives
and ensure that their views are communicated to the Board
as a whole. See page 55 for details of meetings with major
institutional investors and other shareholders.
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E.2

Constructive use of the AGM

The AGM is a key opportunity for the Board to engage with
Shareholders. The Notice of Meeting will be sent to shareholders
and will be available at www.ihgplc.com/investors under
Shareholder centre in the AGMs and meetings section.

The Board will be available to answer questions during the AGM
and after the formal business has concluded. See page 55 for
more details.
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Directors’ Remuneration Report

Remuneration Committee Chairman’s statement

Our new Directors’ Remuneration Policy has
played a key role in supporting both the change
and transition that we have seen this year, as well
as our continued focus on the delivery of strong,
sustainable returns for our shareholders.

Table of Contents

64 Directors’ Remuneration Report

64  Remuneration Committee Chairman’s statement
65 Ataglance

66  Remuneration at IHG - the wider context

2017 results

2017 saw another good year of performance for IHG, as well as
being a year of transition at the Board level with the retirement

of Richard Solomons and appointment of Keith Barr as CEO.

The business performed well, resulting in above target outcomes
for Earnings Before Interest and Tax (EBIT) and the continued
delivery of strong shareholder returns.

Our Guest Love result was just above threshold. The Committee
recognised that progress against IHG’s long-term Guest Love targets
has been faster than expected over recent years and that it would
be challenging to keep up this rate of improvement, particularly
given the pace of hotel renovations. Further detail on the approach
taken for Guest Love targets and awards is shown on page 68.

As a result, awards for the Executive Directors under the 2017
Annual Performance Plan (APP) were 69.7% for both Keith Barr and
Paul Edgecliffe-Johnson and 66.8% for Richard Solomons of their
respective maximum potential payout. The 2015/17 Long Term
Incentive Plan (LTIP), granted in 2015, vested at a level of 46.1%

of the maximum potential award due to achievements in relative
Total Shareholder Return and rooms growth. However, we narrowly
missed the three-year threshold target for relative RevPAR. As noted
last year, the 2017/19 LTIP cash flow target is disclosed in this report
on page 75.

Changes to the Board

As detailed on pages 46, 49 and 53, there have been a number of
changes to IHG’s Board during the year, including my own appointment
as Chair of the Remuneration Committee after three years on both
the Board and the Committee. | would like to thank the outgoing
Chairman, Luke Mayhew, who has successfully overseen the
Committee through periods of significant change and increasing
focus on the Executive Remuneration landscape.

The remuneration arrangements for all Board changes are in line
with our approved Directors’ Remuneration Policy (DR Policy) and
full details of how the DR Policy was applied during the year are
shown in a separate section of the report on pages 68 and 69.

Other areas of focus for the Remuneration Committee

During the year, the Committee reviewed the short-term incentive
measures for 2018. Whilst there has been no need to change

DR Policy in this area, the non-financial measures of Guest Love

and Overall Performance Rating, which together make up 30% of
the APP target, will be replaced by an annual System size growth
target and a range of other key strategic initiatives. Full details of the
2018 APP measures for Executive Directors are shown on page 75.
In addition, the Committee reviewed the structure and alignment

of arrangements below Executive Director level.
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68 How we implemented our Directors’ Remuneration
Policy in 2017

70  Annual Report on Directors’ Remuneration
(subject to an advisory vote at the 2018 AGM)

The Committee has reviewed the Group’s global diversity and
inclusion strategy and the related initiatives to build and foster a
culture of inclusion. In respect of gender diversity, our UK Gender
Pay Gap analysis will be published on the Government’s website in
accordance with the regulations, as well as on the IHG PLC website.

We have contributed to the dialogue on executive remuneration
and wider corporate governance. These issues continued to be

a focus for the Government, shareholders and other stakeholders.
In response to the Government’s consultation on corporate
governance reform, the Financial Reporting Council launched

a consultation on an updated UK Corporate Governance Code
(the Code).

We recognise the importance given to factors such as CEO pay
ratios and have included commentary on CEO pay in this and last
year’s report. As a large multinational organisation with different
operating models under which employees may be either employed
directly by a Group company or by the hotel owner, there are

a number of different approaches that could be taken to the
calculation of a pay ratio. We will therefore adopt new reporting
requirements on the pay ratio once a clear and consistent approach
has been set out in legislation and guidance.

On the remuneration aspects of the proposed new Code, we
strengthened the position of the Committee to adjust outcomes
which do not truly reflect the performance of the Company; we
explain in this report on page 67 how executive remuneration aligns
with wider Company pay policy; and the Committee takes on a
broader oversight than simply for Executive Directors. We continue
to consider our approach in relation to all areas of new guidance and
practice and our alignment with shareholder expectations, bearing
in mind the unique nature of our organisation and the competitive
environment in which we operate.

About this report

We strive to make this report as easy to read as possible, given
regulation. This year, we have simplified the ‘At a glance’ section on
page 65; updated the ‘Wider context’ section on pages 66 and 67;
and included a separate section on pages 68 and 69 to highlight
aspects of DR Policy applied during the year. The full DR Policy is
available at www.ihgplc.com/investors under Corporate governance
and was approved at the Annual General Meeting (AGM) on 5 May 2017.
The section of this report which is subject to a formal advisory
shareholder vote at May 2018 AGM is the Annual Report on Directors’
Remuneration starting on page 70.

Jo Harlow
Chairman of the Remuneration Committee
19 February 2018



At a glance

How to use this report

Within the Directors’ Remuneration Report
we have used colour coding to denote
different elements of remuneration.

The colours used and the corresponding
remuneration elements are:

M Salary
M Benefits
Pension benefit

B Annual Performance Plan (APP)
50% cash and 50% deferred shares

M Long Term Incentive Plan (LTIP)
M Shareholding

AUDITED

Audited information

Content contained within a tinted
panel highlighted with an ‘Audited’ tab
indicates that all the information within
the panel is audited.

How we performed in 2017

The 2017 outcomes reflect the progress made as a result of our focus on high-quality growth and superior value-creation through our
brands, our people and our systems. We exceeded our target for EBIT and achieved threshold performance for Guest Love (see page 71).
We continued to deliver strong shareholder returns and met our threshold performance level for rooms but fell short of our three-year
threshold target for RevPAR growth (see page 72). These financial and business measures make up 90% of our APP (with individual

performance making up the final 10%) and 100% of our LTIP.

Measures used for APP Measures used for LTIP

EBIT before exceptional items ($m) Rooms

(70% weighting) ; (25% weighting)
Threshold i Target Maximum ! i Threshold
648.5 1720.5 792.6 i i Maximum
Actual i Actual
746.0 :
Guest Love (ppt) E RevPAR
(20% weighting) i (25% weighting)
Threshold i Target Maximum i i Threshold
+0.17 1+0.40 +1.00 i ! Maximum
Actual i Actual
+0.25 !

Total Shareholder Return (TSR)
(50% weighting) (rebased 2015 = 100)

200

150

100

50

¢}

2015 2016 2017

— IHG PLC
=== FTSE 100 index
— Global hotels index

The TSR element of 2015/17 LTIP cycle depended on
the three-year TSR performance to 31 December 2017.

Executive Director remuneration

2017 remuneration

The chart below shows the 2017 potential opportunity and actual achievement for Keith Barr and Richard Solomons, and the 2017 potential
opportunity and actual achievement compared to 2016 actual achievement for Paul Edgecliffe-Johnson. The relevant figures for each of the
elements shown are included in the single total figure of remuneration which can be found in the table on page 70.

Keith Barr, Richard Solomons,
Chief Executive Officer Value (E000) Chief Executive Officer Value (E000)
4,000 4,000 3,720
3,000 2536 3,000
2,179
2,000 1,627 2,000
1,000 - 1,000
0 0
2017 2017 2017 2017
potential  actual potential  actual

The potential and actual LTIP values for Richard Solomons are pro-rated for the 32 months
of the 2015/17 cycle in which he was employed. The remaining potential and actual amounts
for both Richard Solomons and Keith Barr are shown only for the respective six-month
period in which each served as CEO during 2017; and hence no prior year comparison is
shown for either. The 2017 amounts for Keith Barr exclude the localisation payment detailed
on page 69.

Paul Edgecliffe-Johnson,
Chief Financial Officer Value (£000)

4,000
3,313

3,000
2,165 2,160

2,000

0
2017 2017 2016
potential  actual actual

Key for potential

Maximum = Fixed pay and maximum award
under APP and LTIP

Target = Fixed pay and on-target award for
APP (112%) and 50% of maximum LTIP vesting

B Minimum = Fixed pay
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Directors’ Remuneration Report continued
Remuneration at IHG - the wider context

We recognise that there is continued regulatory and shareholder focus on executive remuneration and particularly in relation to the justification
of CEQ pay in the context of business performance and the wider employee population. Our reward philosophy is to ensure reward
arrangements are competitive, drive the creation of value for our stakeholders and make us think and act as one team. When considering
remuneration matters, the Committee takes account a range of factors, for example:

The link to business strategy and performance
Our employees are rewarded in line with our strategic business objectives and principles:

Strategy Reward

Our Strategic Model (see pages 14 and 15) has » Performance conditions for annual and long-term incentive awards are aligned to the strategic priorities
been established to maintain focus on the key over the performance period.

areas of our strategy for high-quality growth. - Arange of strategic metrics is set each year for our senior management and hotel teams, which can

reduce annual incentive payouts if minimum conditions are not met.
«+ Additional financial performance underpins, and Remuneration Committee discretions are in place,
to ensure poor performance is not rewarded.

Our Winning Ways (see page 18) are designed « Stretching and measurable targets for all performance conditions only reward employees for the
to drive the right values and behaviours to successful delivery of the objectives set by the Committee, including the delivery of superior shareholder
deliver our strategy. returns and value.

« Individual performance is measured by reference to the day-to-day application of the values and
behaviours expected at each employee’s position in the organisation.

» Malus and clawback terms apply in respect of the annual and long-term incentive plans for
Executive Directors.

Remuneration outcomes are linked to our strategic business objectives, which are focused on the delivery of further high-quality,
sustainable growth and value-creation through preferred brands, delivering a superior owner proposition, leveraging scale and generating
revenue through the lowest-cost direct channels:

Measures used for APP Measures used for LTIP
Overall
Performance Net System Total gross
EBIT Guest Love Rating (OPR) TSR size growth revenue Cash flow
Strategic Model components (70%) (20%) (10%) (40%) (20%) (20%) (20%)
N Build and leverage scale | [ | [ | [ | [ |
Strengthen loyalty programme [ | [ | | ]
Enhance revenue delivery [ | [ | [ | | ] | ]
-
1 Evolve owner proposition [ | [ | [ | [ |
V & Optimise our preferred portfolio | ] | ]
of brands for owners and guests
See pages 14 and 15 for further
information on our Strategic Model.
The business and its competitive landscape Diversity and inclusion

IHG is a global business with much of its senior management based =~ We have a global diversity and inclusion strategy, to be led by a
outside its UK base. We need to ensure that there is a globally coherent  Global Diversity and Inclusion Board, with specific and targeted
remuneration approach and a clear and attractive progression path  actions to address any inequalities in the workplace, including:
to the senior roles in the business. We also need to ensure that we
do not undermine our ability to recruit great talent globally. We take
our lead from the UK market and shareholder expectations in setting

- Addressing hotspots of under-representation in operational
and senior leadership roles;

Executive Director remuneration levels while being mindful, for + Targeted leadership programmes aimed at accelerating the

instance, that our major competitors for talent are mainly based development of diverse leadership and talent;

in the US, where regulation and market practice can be different, » Maintaining a culture of inclusion through support networks,
particularly in areas such as executive share plan structure and resource groups, awareness campaigns and training for our

related vesting and holding periods. people; and

« Active senior leader engagement as part of the Global Diversity
and Inclusion Board.
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Remuneration for all employees

The quantum and composition of remuneration and annual incentives differs between employees throughout the Group in a number of ways,
most notably based on their role and position in the organisation. An internal leadership framework outlines what is expected of employees
at all levels, from leading yourself to leading the business. There is a strong alignment at all levels within this framework between remuneration
and the delivery of outcomes that are key to the continued success of the business. As responsibility increases, so too does an employee’s
potential total remuneration, with the most significant aspects of the remuneration in more senior roles being dependant on the successful

delivery of these outcomes.
Internal leadership framework

Leading the business

Deciding what business the

Company should be in and creating a
compelling vision for the organisation.

N

Leading an Area/Function
Translating the business strategy into
local long-term plans. Leading the
delivery of the plans and the changes
required for the future.

Leading the strategy

Developing the strategic direction
and leading for the full business.
Building the engagement for major
organisation change.

Leading managers

Leading a direct or matrix
management team to deliver larger,
long-term goals. Leading upwards

How remuneration plans evolve as responsibility increases

A greater proportion of performance-related variable

pay and share-based incentives applies for more senior
executives, including Executive Directors, who will have

a greater degree of influence over performance outcomes.

Additional and enhanced benefit provision, such as company
car, pension and healthcare benefits apply as roles and
responsibilities increase throughout the organisation.
Role-specific specialist plans apply in certain areas such

as corporate reservations, sales, and hotel development.
Incentive plans for General Managers of IHG owned,

and collaborating broadly to
contribute to the wider business.

Leading others

Getting great results through the
team and developing people to
deliver even better results in the future.

Leading yourself
Mastering your own delivery of

objectives, supporting the team results
and setting a great example to others.

leased and managed hotels commonly include targets
based on gross operating profit, guest satisfaction and
employee engagement.

Incentive plans for other corporate employees are typically

based on a combination of individual performance and the
Group’s EBIT.

The Chief Executive Officer’s pay

In last year’s report, we showed that the relative increases in the
Company's share price over the period from the first full year in which
the then CEO was in office were significantly higher than those in
respect of the CEQ’s remuneration. 2017 saw Richard Solomons’
retirement and a transition to a new, internally-appointed CEO,

Keith Barr. Keith's salary and benefits from appointment are in line
with the approved DR Policy and, as is common practice for a new
appointment, have been set at an overall level below those of the
outgoing CEO.

Minimum, target and maximum remuneration opportunity
for the outgoing and new CEO as at the date of transition
Value (£E000)

5,000 4,499

4,142

4,000

3,000

2,000

1,003
1,000

Richard  Keith
Solomons Barr

Richard Keith
Solomons Barr

Richard  Keith
Solomons Barr

Minimum Target Maximum

M Salary, benefits and pension B APP M LTIP

Pension provision

Our global retirement benefit policy is to provide access to an
appropriate defined contribution retirement savings plan where
such a vehicle is typically offered, and with benefit levels in line
with the local market.

The UK pension plan applies for UK-based Executive Directors and
current contribution rates are shown below. In a similar way to other
employee benefits, the pension plan provides for increased employer
contribution rates at higher seniority levels. This structure is also
prevalent in the wider market.

Following his appointment as CEO, Keith Barr became eligible for
a maximum Company pension contribution of 25% of salary, lower
than that in place for previous Executive Director appointments.

Maximum

Employee Matching matching

contribution contribution contribution

Employee grade (%) multiple (up to %)

Corporate band 1 30

(Executive Directors) 3-75 4 (25 for new CEQ)

Corporate bands 2 and 3 3-5 20

Corporate band 4 3-5 2.5 12.5

Corporate band 5 3-5 2 10
Corporate bands 6-8

and hotel employees 3-5 1.5 7.5

Where employees would otherwise exceed relevant tax limits on
pension contribution or accrual, a cash equivalent may be offered
in lieu of pension at an equivalent value to the maximum Company
matching contribution.

The use of discretion

The use of discretion enables the Committee to ensure that outcomes are consistent with business performance and the interests of
shareholders. It also enables the Committee to treat Executive Directors who leave IHG in a fair and equitable manner. The areas of the
DR Policy applied in 2017, and any associated use of discretion, are set out on pages 68 to 69.
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Directors’ Remuneration Report continued
How we implemented our Directors’ Remuneration Policy in 2017

The table below summarises the key areas of the Directors’ The full DR Policy, which was approved by shareholders at the 2017

Remuneration Policy (DR Policy) which were applied in 2017. Annual General Meeting is available on the Company’s website at
www.ihgplc.com/investors under Corporate governance.

Annual Performance Plan

DR Policy area

Targets may be set relative to budget and/or by reference to prior results and may contain a performance range to incentivise out-performance and minimum
performance levels to ensure that poor performance is not rewarded. The 2017 targets are set by the Committee, taking into account IHG’s growth ambitions,
market expectations and the competitive environment at the time. The aim is to set stretching achievement targets for senior executives which will reflect
successful outcomes for the business based on its strategic objectives for the year.

Remuneration component How this was implemented in 2017
Annual Performance Plan (APP) Progress against IHG's long-term Guest Love targets has been faster than expected over recent
| ] years. The Committee recognised that it would be challenging to keep up the current improvement

trajectory and that it was appropriate to reduce the incremental improvements target compared to
those set under the APP last year. The Committee decided in this transition year to reduce the level of
award for achieving threshold and target Guest Love performance from 11.5% to 10%, and from 23%
to 20% of salary respectively for Executive Directors. The remaining APP measures and their respective
level of award remains as per 2016. This reduced the overall APP target payout from 115% to 112%

of salary. A proportionate reduction also applied for the remainder of the Executive Committee.

Policy on payment for loss of office

DR Policy area

Good leaver status will be applied in accordance with the rules of incentive plans, where applicable, and may include retirement, ill-health, transfer of
undertaking or redundancy. In the case of the LTIP rules, the Committee has discretion to apply good leaver status and, in doing so, will consider factors such
as personal performance and conduct, overall Group performance and the specific circumstances of the Executive Director’s departure including, but not
restricted to, whether the Executive Director is leaving by mutual agreement.

Remuneration component How this was implemented in 2017

Richard Solomons left the Board and his role as Chief Executive Officer effective as of 30 June 2017
and retired from the Company on 30 August 2017. All payments made to Richard are consistent with
the approved Directors’ Remuneration Policy on retirement.

Salary, benefits and pension Richard continued to receive his base salary, benefits and pension contributions as normal for the
| period up to 30 August 2017. In addition, healthcare cover continued to 31 December 2017.

Annual Performance Plan (APP) Richard was eligible to participate in the 2017 Annual Performance Plan and payment was pro-rated
Cash to 30 August 2017. There will be no accelerated payment of the 2017 APP. The award was subject

] to the normal performance conditions and payment will be made 50% in cash and 50% in shares

deferred for three years from grant.
Clawback provisions apply for a period of three years after the date of payment of the APP cash award.

Annual Performance Plan (APP) Richard’s unvested APP deferred shares will vest on the usual vesting dates.
Shares Based on the share price on 29 December 2017 of 4,719p and the number of deferred shares as
| ] at 30 June 2017, the value of these shares is £2,315,472 (49,067 shares as detailed on page 73).

These awards have previously been disclosed in the single figure table in the relevant year.
Malus provisions will continue to apply for a period of three years after the grant of the APP share awards.

Long Term Incentive Plan (LTIP) Richard was not eligible for an LTIP grant in 2017.

u All outstanding LTIP awards will vest in line with the terms of the plan rules on the normal vesting date
and only to the extent the performance conditions are fulfilled, and will be pro-rated for the time up
to 30 August 2017. This is for 32 months under the 2015/17 LTIP cycle and 20 months for the 2016/18
LTIP cycle.
LTIP awards will remain subject to malus provisions under the terms of the plan until the end of the
performance period. Clawback provisions will continue to apply for a period of three years after
vesting of the awards.
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Approach to recruitment remuneration

DR Policy area

The remuneration of any new Executive Director will be determined in accordance with the Directors’ Remuneration Policy and the maximum annual level
of variable remuneration that may be granted to a newly-recruited Executive Director will be in line with that of the existing Executive Directors, excluding
any pro-rated awards in relation to LTIP cycles outstanding at the time of recruitment (up to a further 205% of salary) and any remuneration that constitutes
compensation for incentives foregone and relocation, expatriate or international assignment costs.

Remuneration component

How this was implemented in 2017

Keith Barr was appointed to the Board as Chief Executive Officer of InterContinental Hotels Group PLC
on 1July 2017. His remuneration is in line with the DR Policy.

Salary, benefits and pension

Upon appointment, Keith's salary was £775,000 per annum and benefits were provided in line with
the DR Policy. Company pension provision comprised a cash allowance in lieu of employer pension
contributions of 25% of salary.

Prior to his appointment to the Board, Keith was on international assignment from the US to the UK
and therefore in receipt of certain expatriate allowances and benefits under the terms of IHG’s
international assignment programme, including items such as housing costs, school fees and tax
equalisation between the UK and US whilst on assignment. From the date of appointment to the
Board, Keith was localised to a UK remuneration package and so will no longer be entitled to future
assignment benefits or tax equalisation. In order to cover the transitional and transactional costs of
him and his family localising to the UK, Keith will receive two lump sum localisation payments of
£500,000 paid on appointment and £150,000 in 2018. Any outstanding APP and LTIP share awards
granted to him whilst he was on assignment from the US and prior to his appointment to the Board
will be subject to tax equalisation at the time of vesting in line with his legacy expatriate status at the
time of grant. With the exception of these legacy awards, no further tax equalised payments or
awards will be made to Keith.

Annual Performance Plan (APP)
|

Keith participates in the APP on the same terms as existing Executive Directors and in line with the
DR Policy. His maximum incentive opportunity as a percentage of salary is therefore 200% under
the APP. His 2017 award was pro-rated in respect of his terms before and after appointment as an
Executive Director.

Long Term Incentive Plan (LTIP)

Keith participates in the LTIP on the same terms as existing Executive Directors and in line with the
DR Policy. His maximum incentive opportunity as a percentage of salary is therefore 205% under
the LTIP. In line with the recruitment policy, Keith has been pro-rated into the 2017/19 LTIP based
on his salary on appointment.

Shareholding requirements
|

In line with the DR Policy, Keith’s shareholding requirement is 300% of salary and he is required to
meet this within five years of appointment. He is expected to hold all shares earned (net of any share
sales required to meet tax liabilities), until the shareholding requirement is achieved.

Non-Executive Directors

Remuneration component

How this was implemented in 2017

Malina Ngai was appointed as Non-Executive Director from 1 March 2017 and serves on the
Corporate Responsibility, Nomination and Remuneration Committees. Jo Harlow was appointed as
Chairman of the Remuneration Committee and Luke Mayhew was appointed as a member of the
Audit Committee, both with effect from 1 October 2017. All of their terms are in line with the policy
for Non-Executive Directors.

Fees and benefits (cash)

Malina and Luke’s new appointments were on a single fee of £74,400 per annum, in line with other
Non-Executive Directors and Jo's fee increased to £99,000 per annum, in line with the existing
structure for Committee chairs. Travel and accommodation in connection with attendance at Board
and Committee meetings is payable.

Pension

Malina, Luke and Jo are not eligible to participate in the IHG pension plan.

APP and LTIP

Malina, Luke and Jo are not eligible to participate in the IHG Annual Performance Plan or Long Term
Incentive Plan.

Letter of appointment and notice period

Malina, Luke and Jo’s respective letters of appointment are available from the Company Secretary’s
office and their reappointment is subject to election and annual re-election by shareholders at the AGM.
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Directors’ Remuneration Report continued
Annual Report on Directors’ Remuneration

This Annual Report on Directors’ remuneration explains how the
Directors’ Remuneration Policy (DR Policy) was implemented in 2017
and the resulting payments each of the Executive Directors received.

This report is subject to an advisory vote by shareholders at the 2018 AGM. The notes to the single-figure table provide further detail,
where relevant, for each of the elements that make up the total single figure of remuneration in respect of each of the Executive Directors.

AUDITED

Single total figure of remuneration - Executive Directors

Fixed pay Variable pay Other
M Salary B Benefits Pension benefit H APP H LTIP H Total
2015/17 2014/16
cycle cycle
; (value of (value of
Executive 2017 2016 2017 2016 2017 2016 2017 2016 shares) shares) 2017 2016 2017 2016
Directors £000 £000 £000 £000 £000 £000 £000 £000 £000 £000°  £000 £000 £000 £000
Keith Barr? 388 - 17 - 97 - 545 - 580 = 500 = 2127 -
Richard
Solomons® 413 810 13 26 124 243 554 1,042 1,075 1,541 - = 2179 3,662
Paul Edgecliffe-
Johnson 530 500 27 24 159 150 747 640 702 846 = = 2,165 2,160

a 2017 figures (excluding LTIP) for Keith Barr relate to the period 1 July to 31 December 2017.

5 2017 figures (excluding LTIP) for Richard Solomons relate to the period 1 January to 30 June 2017. Further information can be found on page 68.

° Figures for 2014/16 LTIP cycle have been restated using actual share price on date of vesting.

Notes to single figure table

Fixed pay

M Salary: salary paid for the year. Keith Barr succeeded
Richard Solomons as Chief Executive Officer on 1 July 2017,
with an annual base salary of £775,000 effective from this date.
The 2017 figure in the table above is for the period 1 July to

31 December 2017. There is no comparative data for 2016 as
Keith did not serve as an Executive Director before this date.

Richard Solomons stepped down from the role of Chief Executive
Officer and from the Board on 30 June 2017, and retired from the
Company on 30 August 2017. Further information can be found
on page 68. The 2017 figure in the table above is for the period

1 January to 30 June 2017.

B Benefits: for Executive Directors, this includes, but is not limited

to, taxable benefits such as company car, healthcare and life
cover. Provision during 2017 was in line with previous years and
the approved DR Policy.

Pension benefit: for current Executive Directors, in line with
DR Policy, the value of IHG contributions to pension plans and
any cash allowances, paid in lieu of pension contributions.

The Executive Directors did not participate in any IHG pension
plan in 2017 and instead all received cash allowances and life
assurance cover.

Cash allowance

Life cover

% of Amount (multiple of

Executive Director salary £000 base salary)
Keith Barr 25 972 Four times
Richard Solomons 30 124 Six times
Paul Edgecliffe-Johnson 30 159 Four times

2 In respect of the period 1 July to 31 December 2017.
b In respect of the period 1 January to 30 June 2017.
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Other: Keith received a lump sum of £500,000 in July 2017
to cover the transitional and transactional costs of localising
to the UK. Further information can be found on page 69.

Variable pay
B APP (cash and deferred shares)

Operation

Award levels are determined based on salary as at 31 December 2017
on a straight-line basis between threshold and target, and target
and maximum, and are based on achievement vs target under
each measure:

« Threshold is the minimum level that must be achieved for there
to be an award in relation to that measure; no award is made
for achievement below threshold. For 2017, the Remuneration
Committee set a threshold award level of 56% of salary.

- Target is the target level of achievement and results in a target
award for that measure. For 2017, the Remuneration Committee
set a target award of 112% of salary. Further details can be found
on page 68.

» Maximum is the level of achievement at which a maximum
award for that measure is received (capped at 200% of salary).

The threshold award was subject to a global EBIT affordability
gate and Overall Performance Rating (OPR) such that:

- If global EBIT was below 85% of target, no awards relating
to the Guest Love and OPR would be made;
- If global EBIT was between 85% and 90% of target, half of
any award relating to the Guest Love and OPR would be made;
« If OPR was 2, EBIT and Guest Love awards were reduced by
50%; and

« If OPR was 2.5, EBIT and Guest Love awards were reduced
by 25%.



AUDITED

Outcome for 2017

The performance measures for the 2017 APP were EBIT (70%), Guest
Love (20%) and OPR (10%) and were determined in accordance
with the DR Policy. The table below shows threshold, target and
maximum opportunity, as well as weighting and actual 2017
achievement for the EBIT and Guest Love performance measures:

200 | % of target award 180.0
150
108.0
100 90.0
45.0
50 100 94.5
0 ﬂ
Threshold Target Actual Maximum
M EBIT ™ Guest Love
APP
Weighted

Performance Achievement Weighting achievement
EBIT: performance relative to target
Threshold $648.5m 50.0%
Target $720.5m 100.0%

70.0% 94.5%
Actual $746.0m 135.0%
Maximum $792.6m 200.0%
Guest Love: improvement in guest survey score from prior year’s
baseline score of 80.61%
Threshold +0.17ppt 50.0%
Actual +0.25ppt 67.4%

20.0% 13.5%
Target +0.40ppt 100.0%
Maximum +1.0ppt 200.0%

EBIT is operating profit before exceptional items. However, in
determining EBIT for APP purposes, budgeted exchange rates for the
year are used and certain adjustments to reported 2017 operating
profit were agreed by the Committee in order to ensure a like-for-like
comparison with the APP EBIT target set at the start of the year:

Operating profit before exceptional items

(at actual exchange rates) $758.7m
Net benefit of unbudgeted items ($9.1m)
Difference due to exchange rates ($3.6m)
Operating profit before exceptional items,

after adjustments (at 2017 budget exchange rates) $746.0m

The remaining 10% weighting of the APP is based on a personal
overall performance rating (OPR). OPR results are determined
by reference to individual employee performance relating to
the delivery of a range of measurable annual objectives aligned
to our Strategic Model. The 2017 objectives for the Executive
Directors included a range of financial and efficiency measures;
key strategic growth initiatives; and targets for our Responsible
Business agenda.

When combined with the EBIT and Guest Love results, the total
weighted achievement was 123.0% for Keith Barr, 118.0% for
Richard Solomons and 123.0% for Paul Edgecliffe-Johnson, of
target bonus. The APP award for 2017, pro-rated for the six-month
period each served as CEO, was therefore 70.3% of salary for
Keith Barr and 66.3% for Richard Solomons. The 2017 award

for Paul Edgecliffe-Johnson was 139.4% of salary.

Awards for 2017 are payable 50% in cash and 50% in deferred
shares, vesting three years after the date of grant, in February 2021.
The deferred share awards are made in the form of forfeitable
shares that receive dividends during the three-year vesting period
and include the right to vote at shareholder meetings. They are
not subject to any further performance conditions.

Salary as at Award Total value

31December as % of award

Executive Director 2017 of salary £000
Keith Barr 775 70.3° 545
Richard Solomons 836° 66.3° 554
Paul Edgecliffe-Johnson 536 139.4 747

2 In respect of period 1 July to 31 December 2017.
b Salary as at 30 June 2017.
° In respect of period 1 January to 30 June 2017.

W 2015/17 LTIP (shares)

Awards are made annually and eligible executives will receive
shares at the end of that cycle, subject to achievement of the
performance measures. Growth in net room openings and
RevPAR is measured on a relative basis against the comparator
group. This group comprises the following major, globally
branded competitors: Accor Hotels; Choice Hotels International
Inc.; Hilton Worldwide; Hyatt Hotels Corporation; Marriott
International Inc.; Starwood Hotels and Resorts; and Wyndham
Worldwide Corp. In respect of Marriott’s acquisition of Starwood
in September 2016, Starwood was retained as a separate entity
for the period up to its last independently published results.
TSR measures the return to shareholders by investing in IHG
relative to a broader set of appropriate hotel and lodging
competitors, as per data provided by our corporate bankers
sourced from Thomson Reuters Datastream.

The share price of 4,317p used to calculate the 2015/17 LTIP cycle
value shown in the single-figure table is the average over the final
quarter of 2017.

The share price in respect of the 2014/16 LTIP cycle has been
restated using the volume weighted average price of 3,796p on
the date of actual vesting on 22 February 2017. The corresponding
values shown in the 2016 report (prior to the actual vesting) were
an estimate calculated using an average share price over the final
quarter of 2016 of 3,273p.

Outcome for 2015/17 cycle

The performance measures for the 2015/17 three-year LTIP

cycle were in line with the 2014 DR Policy. The table below shows
threshold and maximum opportunity, as well as weighting and
actual achievement, for each performance measure.

100.0

100 | % of maximum opportunity

75

461
50 5.0
20.0
2 5.0 41
5.0
I 0.0 |
Threshold Actual Maximum

H TSR Net rooms supply growth RevPAR
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Directors’ Remuneration Report continued
Annual Report on Directors’ Remuneration continued

AUDITED
LTIP
Weighted
Performance Vesting achievement Weighting achievement

Total Shareholder Return: three-year growth relative to average

of competitors

Other outstanding awards

During 2016, awards were granted under the 2016/18 LTIP cycle

on the same basis as the 2015/17 LTIP cycle. Awards were made to
each Executive Director over shares with a maximum value of 205%
of salary using the closing mid-market share price of 2,854p

on 4 April 2016. These are in the form of conditional awards over
Company shares and do not carry the right to dividends or dividend
equivalents during the vesting period.

Threshold 20%
Actual 82.1% 50% 41.1% Number
. Market of shares
Maximum 100% price per Face value received
. . : Maximum shareat of award if minimum
Nfet rooms.supply. three-year growth relative to average Executive Award shares grant atgrant performance
of competitors Director date awarded £ £000 achieved
Threshold 20% 2016/18
Actual 20% 25% 5% cycle
Maximum 100% Keith Barr? 5 April
2016 29,367 28.54 838 5,873
RevPAR: three-year growth relative to average of competitors - -
. Richard 5 April
Actual 0% Solomons 2016 32,552°  28.54 929 6,510
Threshold 20% 25% 0% Paul
Maximum 100% Edgecliffe- 5 April
Total achievement (% of maximum opportunity vested) 46.1% Johnson 2016 36,841 28.54 1,081 7,368

Net rooms supply and RevPAR growth were measured by
reference to the three years ending 30 September 2017;
TSR was measured by reference to the three years ending
31 December 2017. This cycle will vest on 21 February 2018
and the individual outcomes for this cycle are shown below:

Maximum Outcome
opportunity % of (number
atgrant maximum of shares Total value
Executive (number  opportunity awarded of award
Director of shares) vested atvest) £000
Keith Barr? 29,157 461 13,441 580
Richard
Solomons 54,051° 46.1 24,917 1,075
Paul Edgecliffe-
Johnson 35,318 46.1 16,281 702

a Granted prior to appointment as CEO.

b Originally awarded 60,808 shares, pro-rated to 32 months. Further information
can be found on page 68.

AUDITED

Scheme interests awarded during 2017

2 Granted prior to appointment as CEO.

> Originally awarded 58,595 shares, pro-rated to 20 months. Further information can
be found on page 68.

The vesting date for these awards is the day after the announcement
of our Annual 2018 Preliminary Results in February 2019. These
awards will vest and shares will be transferred to the award-holder

in February 2019, to the extent performance targets are met.

The performance measures are the same as for the 2015/17 cycle.
Relative growth in net rooms supply and RevPAR will be measured
by reference to the three years ending 30 September 2018; TSR will
be measured by reference to the three years ending 31 December
2018. Minimum performance is equal to 20% of the maximum award.

During 2017, awards were granted under the 2017/19 LTIP cycle. Awards were made to each Executive Director over shares with a
maximum value of 205% of salary using an average of the closing mid-market share price for the five days prior to grant. At the date
of grant on 22 May 2017, this was 4,257p. These are in the form of conditional awards over Company shares and do not carry the right
to dividends or dividend equivalents during the vesting period. No award was made to Richard Solomons.

Market price Face value of Number of shares

Maximum per share at grant award at grant received if minimum
Executive Director Award date shares awarded £ £000 performance achieved
2017/19 cycle
Keith Barr? 9 August 2017 12,481 43.14 538 2,496
Paul Edgecliffe-Johnson 22 May 2017 25,811 42.57 1,099 5,162

a Keith Barr received an increased award, pro-rated from 1 July 2017, for the 2017/19 LTIP in accordance with the DR Policy as a result of his appointment to the Board. Prior to this,
he was granted 17,822 shares and 2,160 restricted stock units on 22 May 2017 with a market price of £42.57 per share.

The vesting date for these awards is the day after the announcement of our Annual 2019 Preliminary Results in February 2020.
These awards will vest and shares will be transferred to the award-holder in February 2020, to the extent performance targets are met.

The performance measures are as agreed in the 2017 Remuneration Policy. Total gross revenue, net System size growth, cash flow and
Total Shareholder Return are measured by reference to the three years ending 31 December 2019. Minimum performance is equal to

20% of the maximum award.
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AUDITED

Statement of Directors’ shareholdings and share interests
The Committee believes that share ownership by Executive
Directors and senior executives strengthens the link between
the individual’s personal interests and those of shareholders.

Guideline Executive Director shareholding requirement
Executive Directors are required to hold shares equal to 300%
of salary for the Chief Executive Officer and 200% for any other
Executive Directors within five years of their appointment.

The number of shares held outright includes all Directors’
beneficial interests and those held by their spouses and other
connected persons.

From 2018, the full guideline shareholding requirements will
continue for six months, and 50% of the requirements for
a further six months, post-cessation of employment.

Percentages are calculated using the number of shares held
outright and the 29 December 2017 share price of 4,719p.

Current Directors’ shareholdings

Shares and awards held by Executive Directors
as at 31 December 2017: % of salary

Keith Barr?

(] 300

600 900 1,200 1,500

M Shares held outright ™ Total shares and awards _; Guideline shareholding

2 In line with Policy, Keith Barr’s shareholding requirement will be 300% of salary,
and he is required to meet this within five years of appointment. Keith is expected
to hold all shares earned (net of any share sales required to meet tax liabilities),
until the shareholding requirement is achieved.

The APP deferred share awards are not subject to performance conditions. Details on the performance conditions to which the

unvested LTIP awards are still subject can be found on page 75.

Shares and awards held by Executive Directors as at 31 December 2017: number of shares

Number of shares held outright

APP deferred share awards

Total number of

LTIP share awards (unvested) shares and awards held

2017 2016 2017 2016 2017 2016 2017 2016
Keith Barr 31,116 - 24,586 - 90,987 - 146,689 =
Richard Solomons® 614 211,594 49,067 59,032 119,403 201,596 169,084 472,222
Paul Edgecliffe-Johnson 27,443 26,034 28,384 24,621 97,970 117,284 153,797 167,939

2 As at 30 June 2017.

AUDITED

Payments for loss of office

The information on page 68 sets out the treatment in relation

to Richard Solomons who stepped down from the role of Chief
Executive Officer and from the Board on 30 June 2017 and retired
from the Company on 30 August 2017. All payments made to
Richard are consistent with the approved Directors’ Remuneration
Policy on retirement.

Pension entitlements
No Executive Director is entitled to any Defined Benefit pension
or related benefit from IHG.

Other information relating to Directors’ remuneration
Non-executive directorships of other companies

Paul Edgecliffe-Johnson has served as a Non-Executive Director of
Thomas Cook plc since 26 July 2017. Paul received fees of £25,952
during 2017 in respect of this appointment.

Richard Solomons, Chief Executive Officer continued to serve as
a Non-Executive Director of Marks and Spencer plc and in 2017
received fees of £70,000 per annum.

These appointments are permitted under the DR Policy and the
amounts are not included in the single figure table of remuneration
table on page 70. No other current Executive Director holds any
Non-Executive Director appointments at any other company.

Service contracts and notice periods for Executive Directors
In accordance with the UK Corporate Governance Code, all
Executive Directors have rolling service contracts with a notice
period of 12 months and are subject to election and annual
re-election by shareholders at the AGM.
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Payments to past Directors - benefits

Sir lan Prosser

Sir lan Prosser, who retired as a Director on 31 December 2003,
had an ongoing healthcare benefit of £2,011 during the year.

Richard Solomons
Richard had an ongoing healthcare benefit of £1,735 in respect
of the period 1 July to 31 December 2017.

Dividends paid to Executive Directors

A final dividend for 2016 of 49.4p per ordinary share (64.0¢ per ADR)
was paid on 22 May 2017 to shareholders on the Register of members
at the close of business on 5 May 2017. A special dividend of 156.4p
per ordinary share (202.5¢ per ADR) was paid on 22 May 2017 to
shareholders on the Register of members at the close of business
on 5 May 2017.

The 2017 special dividend was accompanied by a share
consolidation to maintain comparability (as far as possible) of the
share price before and after the payment of the special dividend.
LTIP award-holders were not entitled to receive the special dividend.
Executive Directors holding forfeitable shares under annual
incentive awards received the special dividend, and their share
awards were subject to the share consolidation.

An interim dividend of 24.4p per ordinary share (33.0¢ per ADR) was
paid on 6 October 2017 to shareholders on the Register of members
at the close of business on 1 September 2017.
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Directors’ Remuneration Report continued
Annual Report on Directors’ Remuneration continued

Relative performance graph
For LTIP purposes, a TSR comparator group of a global hotels index was used. InterContinental Hotels Group PLC is a member of the
FTSE 100 share index, and the graph below shows the Company’s TSR performance from 31 December 2008 to 31 December 2017,
assuming dividends are reinvested, compared with the TSR performance achieved by the FTSE 100 and global hotels indices.

All indices are shown in sterling. This data is sourced directly from Thomson Reuters Datastream by Bank of America Merrill Lynch for IHG.
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Chief Executive Officer’s remuneration
The table below shows the Chief Executive Officer’s single figure of total remuneration for the nine years to 31 December 2017.
Single figure CEO 2009 2010 2011 2012 2013 2014 2015 2016 2017
Single figure Keith Barr 21272
ggrgg“”erat‘o” Richard Solomons 4,724 4,881 3,131 6,611° 3,197 3,662 2,179°
Andrew Cosslett 1,953 5,430 3,770
Annual incentive Keith Barr 69.7
received Richard Solomons 83.0 68.0 74.0 74.0 75.0 63.9 66.8
(% of maximum)
Andrew Cosslett 0.0 100.0 43.3
Shares received Keith Barr
;ﬁ“i?;ﬁgilgt';) Richard Solomons 73.9 100.0 59.0 56.1 50.0 49.4 4611
Andrew Cosslett 46.0 73.8 61.6

2 For Keith Barr, the 2017 figure, in respect of the period 1 July to 31 December 2017, includes a one-off cash payment for relocation costs in lieu of benefits received whilst on international

assignment prior to CEO position, as detailed on page 69.

b For Richard Solomons, the 2014 figure includes a one-off cash payment in respect of pension entitlements which was fully explained in the 2014 report.

¢ In respect of period 1 January to 30 June 2017.

Percentage change in remuneration of Chief Executive Officer
We believe that a group comprised of UK-based employees is an
appropriate comparator for salary and taxable benefits because
the structure and composition of remuneration for that group
most closely reflects that of the UK-based Chief Executive Officer.

The table below shows the percentage change in the remuneration
of the Chief Executive Officer compared with UK employees
between 2016 and 2017 and therefore relates to Richard Solomons.
The salary figure for the UK employee population has been
calculated using the 2017 budget for the annual pay review, taking
into account any promotions/market adjustments made during the
year. The taxable benefits figure is based on P11D taxable benefits
for year ending 5 April 2017. For Richard, the only taxable benefit
was healthcare.

For the annual incentive, a group of executives, who sit directly
below Executive Committee level, is used as a comparator group
as they are subject to the same performance measures as the Chief
Executive Officer. To ensure consistency of the comparison, an
annual incentive percentage change is also calculated for Richard.

Chief Executive Officer UK employees

(% change) (% change)
Salary +2.5 +2.7
Taxable benefits +11.0 +7.2
Annual incentive +1.3 +16.7
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Relative importance of spend on pay

The table below sets out the actual expenditure of the Group in 2017
and 2016 on corporate employee remuneration and distributions

to shareholders, and shows the difference in spend between

those years.

For 2016, the total distributions to shareholders included a special
dividend of 438.2p following the completion of the asset-light
strategy in 2015.

$m +7.4% -65.0% +8.6%
2,000
1,693
1,500
1,000
’ 759
/07 593 645 594
- .
0

2017 2016 2017 2016 2017 2016

Remuneration paid
to all corporate
employees

Total operating Total
profit before distributions
exceptionals to shareholders



Implementation of Directors’ Remuneration Policy in 2018
This section explains how the DR Policy will be applied in 2018.

Salary: Executive Directors
Directors’ salaries are agreed annually in line with the DR Policy.
The following salaries will apply from 1 April 2018.

Increase 2018 2017
Executive Director % £ £
Keith Barr 3.0 798,250 775,000°
Paul Edgecliffe-Johnson 4.5 560,200 536,000

a Per annum salary on appointment to CEO on 1 July 2017.

LTIP and APP performance measures and targets
LTIP

In line with policy, increases for the Executive Directors are
consistent with the range of increases applying to the UK and US
employee population, including for Paul Edgecliffe-Johnson where
the increase reflects very strong individual performance during 2017.

Elie Maalouf was appointed to the Board with effect from

1January 2018 as detailed on page 46. Elie’s remuneration on
appointment is in line with the DR Policy and a salary of $752,000
will apply from 1 April 2018. Elie has share awards granted in respect
of his role prior to becoming a Board director which are due to vest
over the coming years.

The measures for the 2018/20 LTIP cycle are as per the 2017/19 cycle and the Directors’ Remuneration Policy available on the Company
website, www.ihgplc.com/investors under Corporate governance. The performance measures and weightings, together with the full cash

flow target disclosures for the 2017/19 cycle as referenced in last year’s

report, are shown below.

Threshold Maximum 2017/19 cycle 2018/20 cycle
(%) award

Performance maximum  Weighting (% of Threshold Maximum Threshold Maximum

measure Definition vesting (%) (%) salary) performance performance performance performance

Relative IHG's performance against a 20/100 40 82 Median of  Upper quartile of Median of Upper quartile

TSR comparator group of global comparator comparator comparator of comparator
hotel companies. TSR is the group group group group
aggregate of share price
growth and dividends paid,
assuming reinvestment of
dividends in the Company’s
shares during the three-year
performance period.

Cash flow Cumulative annual cash 20/100 20 4 usD USD  Asaresult of work to accelerate the
generation over three-year 1.29 bn 1.72 bn Group’s growth, cash flow targets
performance period. for the three years from 2018 are not

available at the time of writing.
These will be disclosed in next
year's report.

Total gross ~ Cumulative increase 20/100 20 M The targets for these measures are, in the opinion of the Directors,

revenue over three-year commercially sensitive, and will therefore be disclosed in full
performance period. retrospectively at the end of the LTIP cycle. Disclosure in advance

Net Increase in number of IHG 20/100 20 n would.g_ive IHG's m_ajorcompetitors an unfaircommercial advantage,

System rooms over three-year prowdl,ng them with access to key flnanplal and growth target§ from

size performance period. IHGsthree—yee_lr pI_an.These compeptors wquld not'be subject to

the same obligation to make such information available, as they

growth ; ; .

are either unlisted or listed on a stock exchange other than the
London Stock Exchange. Full disclosure of targets and performance
will be provided retrospectively after the end of the performance period.

APP

The 2018 APP measures are in line with the approved DR Policy and will

be 70% based on EBIT achievement vs target, 15% based on net

System size growth and 15% based on other key strategic measures that are reviewed annually and set in line with business priorities.
EBIT is a focal measure of business performance for our shareholders and is a function of other critical measures, such as RevPAR, profit
margin and fee revenues. The Committee has determined that it is particularly important to incentivise and reward management for
achieving a stretching target for net System size growth over the next year, so this will make up 15% of the 2018 APP. The remaining 15%

will be made up of other key objectives for the year, based on strategic
Further detail and rationale in respect of the key strategic objectives wil

initiatives being implemented to support IHG's future growth.
| be disclosed in the 2018 remuneration report.

The Committee has determined that the targets under the EBIT, net System size growth and other strategic measures are commercially
sensitive at this time. However, the targets set and the outcomes against those targets will be disclosed in full in the 2018 remuneration

report and are in line with the DR Policy.

Measure Definition Weighting (%) Performance objective

EBIT Earnings Before Interest and Tax - a measure of IHG's 70 Achievement against target
operating profit before exceptional items for the year

Net System size growth  Increase in absolute number of rooms 15 Achievement against target

Strategic measures Key strategic measures which are reviewed annually 15 Achievement against target

and set in line with strategic priorities
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Directors’ Remuneration Report continued
Annual Report on Directors’ Remuneration continued

AUDITED

Single total figure of remuneration: Non-Executive Directors

Date of Fees Taxable benefits Total

Committee original £000 £000 £000

Non- Executive Director appointments appointment 2017 2016 2017 2016 2017 2016
Patrick Cescau (N) 01/01/13 422 412 21 19 443 431
Anne Busquet (AXCXN] 01/03/15 74 73 6 4 80 77
lan Dyson 000 01/09/13 99 97 3 3 102 100
Jo Harlow 000 01/09/14 81 73 3 3 84 76
Luke Mayhew [AXCYNXR) 01/07/1 93 97 2 3 95 100
Jill McDonald 000 01/06/13 87 81 5 3 92 84
Dale Morrison 000 01/06/11 107 97 55 31 162 128
Malina Ngai (cYNXR] 01/03/17 62 - 7 - 69 -

See page 47 for Board and Committee
7] ) membership key and attendance.
Fees: Luke Mayhew stepped down as Chairman of the Remuneration Committee on 30 September 2017 and was replaced by

Jo Harlow. The fee for Malina Ngai reflects her appointment from 1 March 2017.

Benefits: For Non-Executive Directors, benefits include taxable travel and accommodation expenses to attend Board meetings away
from the designated home location. Under concessionary HM Revenue and Customs rules, non-UK based Non-Executive Directors are
not subject to tax on travel expenses for the first five years; this is reflected in the taxable benefits for Anne Busquet and Malina Ngai,
and for the period up to 31 May 2016 for Dale Morrison.

Incentive awards: Non-Executive Directors are not eligible for any incentive awards.

Pension benefit: Non-Executive Directors are not eligible for any pension contributions or benefit.
Further details on changes to the
Board can be found on page 49.

Shares held by Non-Executive Directors as at 31 December 2017: number of shares
The Non-Executive Directors who held shares are listed in the table below:

Non-Executive Director 2017 2016
Luke Mayhew 1,373 1,435
Dale Morrison? 3,116 &, 2515
Jo Harlow? 1,000 -

2 Shares held in the form of American Depository Receipts.

b The shares held in 2017 are lower due to the share consolidation on 8 May 2017.

Fees: Non-Executive Directors
The fees for Non-Executive Directors are reviewed and agreed annually in line with the DR Policy. All of the Non-Executive Directors waived
any fee increase for 2018. The fee levels for 2018 will therefore remain unchanged from 2017 as follows:

2018 2017
Non-Executive Director Role £000 £000
Patrick Cescau Chairman of the Board 422 422
Anne Busquet Non-Executive Director 74 74
lan Dyson Chairman of Audit Committee 99 99
Jo Harlow Chairman of Remuneration Committee 929 742
Luke Mayhew Non-Executive Director 74 99°
Jill McDonald Chairman of Corporate Responsibility Committee 87 87
Dale Morrison Senior Independent Non-Executive Director 107 107
Malina Ngai Non-Executive Director 74 62°

2 Jo Harlow’s 2017 fee relates to Non-Executive Director position prior to new role of Chairman of Remuneration Committee.
b Luke Mayhew’s 2017 fee relates to his position as Chairman of Remuneration Committee.

° Malina Ngai’s annual fee for 2017 is pro-rated to her start date of 1 March 2017.

Non-Executive Directors’ letters of appointment and notice periods
Non-Executive Directors have letters of appointment, which are available upon request from the Company Secretary’s office.

Patrick Cescau, Non-Executive Chairman, is subject to 12 months’ notice. No other Non-Executive Directors are subject to notice periods.
All Non-Executive Directors are subject to election and annual re-election by shareholders at the AGM.
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Remuneration Committee details

Key objectives and summary of responsibilities

The Remuneration Committee agrees, on behalf of the Board,

all aspects of the remuneration of the Executive Directors and the
Executive Committee, and agrees the strategy, direction and policy
for the remuneration of the senior executives who have a significant
influence over the Group’s ability to meet its strategic objectives.
The Committee’s role and responsibilities are set out in its

Terms of Reference (ToR), which are reviewed annually and
approved by the Board.

The ToR are available on IHG's website at
www.ihgplc.com/investors under Corporate governance.

The Committee’s key focus area during the year was the
implementation of the revised Remuneration Policy as the Group
initiates plans to accelerate its growth.

Membership and attendance at meetings

The Committee met six times during 2017 and details of the
Committee’s membership and attendance at the meetings are
set out on page 47. During 2017 there were some changes to the
Committee membership and this is detailed on pages 49 and 69.

During 2017 the Committee was supported internally by the
Chairman, the Group’s CEO and CFO, and the heads of HR and
Reward as necessary. All attend by invitation to provide further
background information and context to assist the Committee in its
duties. They are not present for any discussions that relate directly
to their own remuneration or where their attendance would not

be appropriate.

Details of Committee attendance
@Q can be found on page 47.

Reporting to the Board

The Committee Chairman updates the Board on all key issues raised
at Committee meetings. Papers and minutes for each meeting are
also circulated to all Board members for review and comment.

Shareholder engagement

The top 20 shareholders, as per the Share Register on

7 November 2017, were contacted regarding the change in
Chairman of the Remuneration Committee and invited to discuss
any matters pertaining to the Remuneration Policy.

Voting at the Company’s AGMs

Effectiveness of the Committee

All members are independent Non-Executive Directors, as required
under the ToR. All members have the necessary experience and
expertise to meet the Committee’s responsibilities. The effectiveness
of the Committee is monitored and assessed annually through the
Board'’s evaluation questionnaires and interviews, and informally by
the Committee’s advisers. The annual review included assessment
of the effectiveness of the Committee using a guide prepared by
PwC. This guide covers both the Committee’s behaviours and

its processes.

Other focus areas and activities

The focus areas and activities discussed by the Committee during
2017 were: Review and approval of performance outcomes and set
targets for 2017; Executive Committee changes and remuneration;
diversity and inclusion including the UK gender pay disclosure;
and consideration of external remuneration developments and
best practice.

Remuneration advisers

The Committee continued to retain PricewaterhouseCoopers LLP
(PwC) throughout 2017 as independent advisers. Fees of £85,835
were paid to PwC in respect of advice provided to the Committee
on executive remuneration matters during the year. This was in the
form of an agreed fee for support in preparation of papers and
attendance at meetings, with work on additional items charged at
hourly rates. The terms of engagement for PwC are available from
Company Secretary’s office on request.

PwC also provided other consulting services to the Group during
2017. In respect of the services for the CEO succession, fees of
£127,500 were paid to PwC in 2017. Much work had to be done
confidentially which, in other roles and circumstances, would have
been done in-house. The period of work commenced before the
appointment of the Chief Human Resources Officer.

PwC is a member of the Remuneration Consultants Group and as
such, voluntarily operates under the code of conduct in relation

to executive remuneration consulting in the UK and the professional
standards to which they have committed to adhere when advising
remuneration committees. PwC was appointed following a
competitive tender process and the Committee is satisfied that

the advice received from PwC is objective and independent.

There is no binding vote in respect of the DR Policy at the 2018 AGM as it remains unchanged from 2017.

The outcome of the votes in respect of the DR Policy and Report for 2014 to 2017 are shown below:

Directors’ Remuneration Policy (binding vote)

Directors’ Remuneration Report (advisory vote)

AGM Votes for Votes against Abstentions Votes for Votes against Abstentions
2017 120,328,350 5,332,320 261,819 119,155,451 4,426,549 2,340,489
(95.76%) (4.24%) (96.42%) (3.58%)
2016 - - - 167,998,487 2,427,740 5,056,017
(98.58%) (1.42%)
2015 - - - 149,415,662 4,633,208 3,642,496
(96.99%) (3.01%)
2014 155,440,907 15,483,775 906,025 158,131,479 10,076,027 3,623,200
(90.94%) (9.06%) (94.01%) (5.99%)
Jo Harlow

Chairman of the Remuneration Committee
19 February 2018
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