
Directors’ Remuneration Policy
The Committee will consider the Remuneration Policy annually to ensure it remains aligned with strategic objectives. However, subject to approval 
by shareholders at the 2020 AGM, it is intended that the policy set out below will apply for three years from 2020; if any amendments need to be 
made to the policy within that timeframe, it will first be presented to be voted upon by shareholders. Where there have been changes to elements 
from the last policy, these are set out for each element in the table below. The reasons for the changes are described in the Remuneration 
Committee Chair’s statement on pages 96 to 98.

Future policy table
Salary 100% cash No change in policy

Link to strategy To attract and retain the key talent responsible for delivering our strategic objectives. Recognises the value of the role and the 
individual’s skill, performance and experience.

Operation Base salary is reviewed annually and fixed for 12 months from 1 April. In reviewing salaries, the Committee may consider:

• business performance;
• personal performance;
• the average salary increases for the wider IHG workforce; and
• current remuneration assessed against comparable opportunities for an individual to ensure competitiveness.

Maximum opportunity Over the policy period, salaries for current Executive Directors will increase, subject to individual performance, in line with the range 
of increases applying to the corporate UK and US employee population, except where there is a change in role or responsibility, or 
another need arises to reassess the competitiveness of salary which warrants either a lesser or a more significant increase. Any such 
change will be fully explained. 

Newly promoted or recruited Executive Directors may, on occasion, have their salaries set below the conventional remuneration 
level while they become established in role. In such cases, salary increases may be higher than the corporate UK and US employee 
population until the target positioning is achieved.

Performance framework The results of an individual’s annual performance appraisal are considered when reviewing salary levels.

Benefits No change in policy

Link to strategy To attract and retain the key talent responsible for delivering our strategic objectives with competitive benefits which are consistent 
with an individual’s role and location.

Operation IHG pays the cost of providing the benefits on a monthly basis or as required for one-off events.

Maximum opportunity The value of benefits is dependent on location and market factors. Benefits may include the cost of independent financial advice, 
car allowance/company car, private healthcare/medical assessments, life insurance, and other benefits provided from time to time. 
Benefits would be restricted to the typical level for the role and location of an Executive Director. Benefits may also include 
relocation and expatriate or international assignment costs where appropriate, including for example:

• cost of living allowance;
• travel costs;
• housing allowance;
• professional advice;
• education allowances;
• tax equalisation;
• medical expenses; and
• relocation allowance.

Relocation and expatriate or international assignment costs would be restricted to the typical level for the role and location of an 
Executive Director.

Performance framework None.

Pension

Link to strategy To attract and retain the key talent responsible for delivering our strategic objectives with appropriate contribution rates to provide 
funding for retirement.

Operation UK Executive Directors are eligible to join the IHG UK Defined Contribution Pension Plan (UK Plan). A cash allowance in lieu of 
pension contributions is offered, for example, where pension contributions would be less efficient than cash. 

Non-UK Executive Directors may be eligible for an alternative local company retirement plan, for example, a DC 401(k) Plan and a DC 
Deferred Compensation Plan currently operating in the US.

Maximum opportunity Salary is the only element of remuneration that is pensionable and the current maximum employer contribution level for executives 
in the UK Plan is shown below. Other contribution rates may apply in alternative non-UK local retirement plans and the Committee 
has the discretion to reduce or increase employer contribution rates for Executive Directors in exceptional circumstances where 
conditions so warrant.

New for 2020 Policy: • The maximum pension contributions and/or cash allowance for new UK Executive Directors will be aligned with the maximum 
employer contribution rate available to all other participants in the UK Plan (from April 2020, this will be 12%).

• Incumbent UK Executive Directors have agreed to a voluntary reduction in pension provision by the end of 2022 such that the 
value will align on the same basis as above with effect from 1 January 2023.

Performance framework None.

   The policy will be available to view at  
www.ihgplc.com/investors under Corporate governance.
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Annual Performance  
Plan (APP) 50% cash and 50% IHG PLC shares deferred for three years No change in policy

Link to strategy • Drives and rewards annual performance against both financial and non-financial metrics.
• Aligns individuals and teams with key strategic priorities.
• Aligns short-term annual performance with strategy to generate long-term returns to shareholders.

Operation • Awards are made annually, 50% in cash after the end of the relevant financial year and 50% in the form of share awards which vest 
after three years subject to leaver provisions.

• The Committee has discretion to make awards wholly in cash rather than part-cash and part-shares, in exceptional circumstances.
• The share awards are made in the form of conditional awards or forfeitable shares, the latter having the right to receive dividends 

and vote at general meetings.
• Malus and clawback apply to these awards. See page 115 for details.
• The Committee may exercise reasonable discretion to adjust an award made under the APP upwards or downwards after 

application of the performance measures to take into account any relevant factors, including but not limited to, performance 
relative to IHG’s competitors and extent of achievement across all measures, provided that in no case will an award exceed the 
maximum opportunity stated.

Maximum opportunity The maximum annual award is capped at 200% of salary.

Performance framework • 70% is based on the achievement vs target of an operating profit measure.
• 30% is based on a mixture of strategic and/or personal measures which are reviewed annually and the weighting, measures and 

targets are determined by the Committee and set in line with key strategic priorities.
• Target award is 115% of salary; threshold is up to 50% of target award for each measure.

New for 2020 Policy: Malus and clawback has been extended. See page 115 for details.

Measures for 2020 will be operating profit from reportable segments (70%) and Net System Size Growth (30%) – see page 112 
for further detail.

Long Term Incentive  
Plan (LTIP) 100% IHG PLC shares

Link to strategy Drives and rewards delivery of sustained long-term performance on measures that are aligned with the interests of shareholders.

Operation • Annual grants of conditional awards of shares subject to a performance period of three years or such longer period as the 
Committee determines, subject to the achievement of corporate performance targets.

• The Committee may also impose such post-vesting holding periods as it may, at its discretion, determine.
• The Committee also has discretion to make awards in cash rather than shares, in exceptional circumstances.
• Malus and clawback applies to awards. See page 115 for details.

Maximum opportunity The maximum annual award is up to 350% of salary for the CEO and up to 275% of salary for other Executive Directors.

Performance framework • The measures are reviewed and may be changed by the Committee annually to ensure alignment with strategic objectives.
• Minimum performance results in 20% vesting and all targets measured over a performance period of at least three years.
• The Committee may make adjustments to targets and/or measures if a significant one-off event occurs that makes one or more of 

the existing targets and/or measures no longer appropriate. The Committee may also adjust awards if a significant one-off event 
happens that makes the original performance measures no longer appropriate. Any such adjustments would be disclosed at the 
first appropriate opportunity.

• The Committee will review the vesting outcomes under the LTIP measures at the end of each three-year cycle against an assessment 
of Group earnings, the quality of financial performance and growth over the period, including relative growth against the market, and 
the efficient use of capital. If the Committee determines that the vesting outcomes do not appropriately reflect the performance of 
the Group, it will consider applying discretion to increase or reduce the number of shares that vest. The performance and vesting 
outcomes and any use of discretion will be fully disclosed and explained in the relevant Directors’ Remuneration Report.

New for 2020 Policy: The maximum opportunity has been increased from 205% to 350% of salary for the CEO and to 275% of salary for other Executive 
Directors. See the Chair’s statement on pages 96 to 98 for rationale.

A post-vest holding period, typically of two years, may apply. See the Chair’s statement on pages 96 to 98 for rationale.

Malus and clawback have also been extended. See page 115 for details.

Measures for the 2020/22 cycle are Total Shareholder Return (30%); Relative Net System Size Growth (30%) subject to a Return on 
Capital Employed underpin; Cash Flow (20%) and Total Gross Revenue (20%) – see page 113 for further details.

Shareholding 
requirements

New for 2020 Policy: • Subject to maximum LTIP quantum outlined above, the guideline shareholding requirement will increase to 500% for the CEO and 
300% for other Executive Directors.

• This shareholding can include the net value of unvested shares that are not subject to any further performance conditions.
• Executive Directors are expected to hold all shares earned (net of any share sales required to meet personal tax liabilities), until the 

previous guideline shareholding requirement is achieved (300% for the CEO and 200% for other Executive Directors) and 50% of 
all subsequent shares earned (net of any share sales required to meet personal tax liabilities) until the new guideline shareholding 
is met.

Post-Employment 
Shareholding

• The full guideline shareholding requirement will continue for six months, and 50% of the requirement for a further six months, 
post-cessation of employment.
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Elie Maalouf
821

2,226

3,438
4,100

Illustrative scenarios
Shown below are illustrations of the value that could be received by each Executive Director under the Directors’ Remuneration Policy in 
respect of 2020, showing:

• minimum, which includes salary, benefits and employer pension contributions only (total fixed pay);
• on-target, which includes total fixed pay and assumes an on-target award for the APP (115% of salary) and 50% of maximum LTIP award 

vesting; and
• maximum, which includes total fixed pay and a maximum award under the APP and LTIP.
• maximum plus share price growth, which includes total fixed pay, a maximum award under the APP and a 50% share price increment for LTIP.

The salaries included are those that will apply from 1 April 2020. The benefit values included are estimates. 

Directors’ Remuneration Policy continued

Measures for 2020 APP

Measure Definition
Weighting 

(%)
Performance 

objective

Operating 
profit from 
reportable 
segments

A measure of IHG’s operating 
profit from reportable segments 

for the year

70 Achievement 
against 

target

Net 
System 
Size 
growth

Increase in absolute number of 
rooms

30 Achievement 
against 

target

Why have we chosen these measures?
In line with the DR Policy, the 2020 APP measures will be 70% based 
on a measure of operating profit and 30% based on other key 
strategic measures that are reviewed annually and set in line with 
business priorities. Operating profit from reportable segments 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. Having reviewed a number of potential strategic 
measures, the Committee has determined that, for 2020, it is 
particularly important to the Company’s strategic objectives to 
incentivise and reward management for achieving a stretching 
target for absolute net System Size growth over the next year. In a 

Notes to future policy table
In designing the new Remuneration Policy, the Committee followed a detailed decision-making process which included discussions on the 
proposals at nine Remuneration Committee meetings. The Committee considered multiple approaches and their possible impact, and 
sought input from management as well as advice from its independent advisors on market practice and shareholder expectations to inform 
the discussions. An extensive shareholder consultation exercise was also undertaken. To avoid any conflict of interest, no Executive 
Directors were present for Committee conversations relating to their own pay.

potentially more muted RevPAR environment, this aligns with our 
focus on growth to drive our continued success. While there is also 
an NSSG element in the LTIP, it is of a different nature due to the 
three-year timescale and relative measurement and reflects our 
longer-term growth ambition. 

The Committee retains the flexibility to change the measures and/or 
weightings during the life of the policy and will consult with 
shareholders as appropriate on any proposed changes.

How are performance targets set?
Targets may be set relative to budget and/or by reference to prior 
results and may contain a performance range to incentivise 
outperformance and minimum performance levels relative to 
budget and/or prior experience to ensure that poor performance is 
not rewarded. The 2020 targets are set by the Committee and senior 
management, taking into account IHG’s growth ambitions, market 
expectations and the circumstances and relative performance at the 
time, with the aim of setting stretching achievement targets for 
senior executives which will reflect successful outcomes for the 
business based on its strategic objectives for the year. It is important 
to note that for 2020, the targets and payment schedule for both 
operating profit from reportable segments and NSSG are set in an 
environment of greater uncertainty than in recent years.

Old Policy (£000) New Policy (£000)
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Operation of Return on Capital Employed (ROCE) underpin
The Committee has the discretion to reduce the amount of the 
award vesting under the net System Size growth measure by any 
amount, including to zero, in the event that a Return on Capital 
Employed (ROCE) falls below a predetermined level over the period 
of an LTIP cycle. The extent of reduction would be determined taking 
into consideration criteria including:

• the reason the ROCE underpin has not been met;
• the impact on other metrics, including cash flow and total gross 

revenue; and
• the materiality of the circumstances under which the underpin 

has not been met.

ROCE is defined as operating profit from reportable segments 
divided by Capital Employed. For Capital Employed, we expect to 
define this as Total Assets less Current Liabilities, adjusted for 
deferred revenue and deferred tax assets/liabilities. At the end of 
each cycle, the Committee will agree the appropriate capital base of 
the Company taking into account any short-term impacts that are 
not part of the long-term capital of the business. 

For the 2020/22 LTIP cycle, the underpin has been set at an 
appropriate level in order to protect shareholder interests without 
disincentivising the pursuit of long-term strategically advantageous 
return-enhancing opportunities, which could have a short-term 
impact on ROCE. The underpin level will be disclosed in the 2020 
AGM notice and performance and vesting outcomes and any use 
of discretion will be fully disclosed and explained in the relevant 
Directors’ Remuneration Report.

Why have we chosen these measures?
We believe that TSR continues to be a key measure of long-term 
success and aligns the interests of Executive Directors with those of 
shareholders. A net System Size growth (NSSG) measure will remain 
but, reflecting our industry-leading growth ambition, this will have a 

relative performance target measured against our closest 
competitors and the weighting for this measure will increase 
from 20% to 30%. To balance the delivery of strong growth whilst 
maintaining high returns, the NSSG measure will be subject 
to a Return on Capital Employed underpin, as described opposite.

There is no change to the 2020/22 cash flow measure to deliver 
consistent, sustained growth in cash flows and profits over the long 
term and the total gross revenue measure, which includes food and 
beverage income from owned and managed hotels and reflects our 
diverse income sources. Together, we believe these measures 
represent the right balance of focus on growth and quality and 
position our executive remuneration in line with both our long-term 
strategic aims and the expectations of our shareholders.

How are performance targets set?
Targets may be set relative to the expected outcomes of IHG’s 
long-range business plan and other long-term strategic objectives 
and may contain a performance range to incentivise 
outperformance and minimum performance levels to ensure that 
poor performance is not rewarded. The targets for the 2020/22 LTIP 
are set by the Committee, taking into account IHG’s long-range 
business plan, market expectations and the circumstances and 
relative performance at the time, with the aim of setting stretching 
achievement targets for senior executives which will reflect 
successful outcomes for the business based on its long-term 
strategic objectives. 

The comparator group of companies against which TSR outcomes are 
measured for the 2020/22 cycle comprises of the following major, 
globally branded competitors: Accor S.A.; Choice Hotels International 
Inc.; Hilton Worldwide Holdings Inc; Hyatt Hotels Corporation; Marriott 
International Inc.; Melia Hotels International S.A.; NH Hotel Group; 
and Wyndham Hotels & Resorts Inc. The Committee reviews the 
comparator group each year and may make changes for future 
cycles if appropriate.

Measures for 2020/22 LTIP cycle

Measure Definition
Weighting 
(%) Performance objective

Relative Total 
Shareholder Return 
(TSR)

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

30 Threshold – median of comparator group (20% of TSR 
element vests);
Maximum – upper quartile of comparator group (100%  
of TSR element vests); and
Vesting will be on a straight-line basis in between the two 
points above.

Relative Net System 
Size Growth with ROCE 
underpin

IHG’s aggregated compound annual growth rate 
(CAGR) against our six largest competitors with over 
500k rooms: Marriott International, Inc., Hilton 
Worldwide Holdings Inc., Accor S.A., Jin Jiang 
International Holdings Company Limited, Wyndham 
Hotels & Resorts Inc., Choice Hotels International Inc. 
Targets will be set based on increased room count 
that is consistent with the relevant company’s 
business plan objectives and practice as at the start 
of the LTIP cycle.

30 Threshold – Fourth ranked competitor excluding IHG (20% 
of NSSG element vests);
Maximum – First ranked competitor excluding IHG (100% 
of NSSG element vests); and 
Vesting will be on a straight-line basis in between  
the two points above.
This measure is subject to the achievement of a Return on 
Capital Employed underpin. See below for further details.

Absolute Cash Flow Cumulative annual cash generation over three-year 
performance period.

20 Threshold – US 1.91bn (20% of cash flow element vests);
Maximum – US 2.54bn (100% of cash flow element vests); and
Vesting will be on a straight-line basis in between  
the two points above.

Absolute Total Gross 
Revenue (TGR)

Cumulative increase over three-year  
performance period.

20 The targets for this measure are, in the opinion of the 
Directors, commercially sensitive, and will therefore be 
disclosed in full retrospectively at the end of the LTIP cycle. 
Disclosures in advance would give IHG’s major competitors 
an unfair commercial advantage, providing them with access 
to key financial and growth targets from IHG’s three-year 
plan. These competitors would not be subject to the same 
obligation to make such information available, as they are 
either unlisted or listed on a stock exchange other than the 
London Stock Exchange. 
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Directors’ Remuneration Policy continued

Alignment of remuneration policy with the 2018 Code

2018 Code provision: How the Remuneration Committee applies the principle

Clarity
Remuneration arrangements should 
be transparent and promote effective 
engagement with shareholders and 
the workforce.

Through the combination of short and long-term incentive plan measures, the DR Policy is structured to support 
financial objectives and the strategic priorities of the business which deliver shareholder returns and long-term value 
creation. Further alignment with shareholder interests is driven by the significant proportion of share-based incentives 
and Executive Director shareholding requirements.
As shown on page 100, our reward policies are aligned and include a proportion of performance-related reward 
throughout the organisation, driving engagement for the whole of the workforce.
We always seek to report our DR Policy and performance-related remuneration measures, targets and outcomes in a clear, 
transparent and balanced way, with relevant and timely communication with all of our stakeholders, including shareholders. 
See pages 116 to 117 for further information on how we engage with stakeholders on remuneration matters.

Simplicity
Remuneration structures should 
avoid complexity and their rationale 
and operation should be easy to 
understand.

Our remuneration structure comprises straightforward, conventional and well-understood components:
• Fixed pay: base salary, pension and benefits that are consistent with role and location and are designed to attract 

and retain talent.
• Short-term incentive: annual performance-related bonus which incentivises and rewards the delivery of financial 

and non-financial strategic objectives. For senior employees, a proportion of this bonus (50% for Executive 
Directors) is paid in cash and the remainder deferred in shares for a period of three years.

• Long-term incentive: a share-based award which incentivises performance over a three-year period, based on 
measures which drive long-term sustainable growth and value creation.

Risk
Remuneration arrangements should 
ensure reputational and other risks 
from excessive rewards, and 
behavioural risks that can arise from 
target-based incentive plans, are 
identified and mitigated.

Our DR Policy contains a number of elements to ensure that it drives the right behaviours to incentivise the Executive 
Directors to deliver long-term sustainable growth and shareholder returns and to reward them appropriately:
• The maximum short and long-term incentive awards are capped as a % of salary.
• The Committee has clear discretion policies, linked to specific measures where necessary, to override formulaic 

outcomes.
• Executive Directors agree to clear and comprehensive malus and clawback provisions under which awards may 

be reduced, rescinded or claimed back.
• Significant shareholding requirements apply for Executive Directors, including the deferral of 50% of bonus in 

shares; a post-vesting holding period for LTIP shares and minimum shareholding requirements for both during 
and after employment.

Predictability
The range of possible values of 
rewards to individual directors and 
any other limits or discretions should 
be identified and explained at the 
time of approving the policy.

The range of possible values of rewards for Executive Directors is clearly disclosed in graphical form both at the time 
of approving the policy and in the annual implementation report:
• See the charts on page 112 showing the potential future reward opportunity for the Executive Directors split 

between fixed, target and maximum remuneration scenarios and the effect of future share price increases on the 
LTIP assuming share price growth of 50% over the period.

• See the charts on page 99 showing the minimum, target and maximum potential outcomes for the year.
Proportionality
The link between individual awards, 
the delivery of strategy and the 
long-term performance of the 
Company should be clear and 
outcomes should not reward poor 
performance.

As shown on pages 112 and 113, individual rewards are aligned to the delivery of strategic business objectives. The 
Committee sets robust and stretching targets to ensure that there is a clear link between the performance of the 
Group and the awards made to the Executive Directors and others; and that poor performance is not rewarded. The 
powers of discretion set out in the DR Policy on page 111 further strengthen the Committee’s ability to ensure that 
award outcomes reflect business performance and context in both absolute and relative terms.

Alignment to culture
Incentive schemes should drive 
behaviours consistent with the 
Company purpose, values and 
strategy.

As set out on pages 24 and 26, IHG has a clear purpose and well-established values and behaviours. Our Strategic 
Model for high-quality growth explained on page 18 and the KPIs which underpin the delivery of our strategy are 
shown on pages 42 to 45. Page 42 also sets out how our short and long-term incentive plans are aligned to these 
strategic objectives. We show on page 100 how other elements of reward, such as salary reviews and, across the 
wider workforce, the short-term incentive plan and our global recognition scheme reward employees for performance 
and actions which demonstrate our values and behaviours.
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Dilution of Company shares 
Incentive plan rules provide that issuance of new shares or re-
issued treasury shares, when aggregated with all other share 
schemes, must not exceed 10% of issued share capital in any 
rolling 10-year period.

Policy on payment for loss of office
As per the DR Policy, Executive Directors have a notice period from 
the Group of 12 months. However, neither notice nor a payment in 
lieu of notice will be given in the event of gross misconduct. In the 
event of an Executive Director terminating employment, any 

compensation payable will be determined in accordance with the 
terms of their service contract and the rules of any relevant incentive 
plan. Where possible, the Group will seek to ensure that, if a leaver 
mitigates their losses, for example, by finding new employment, 
there will be a corresponding reduction in compensation payable for 
loss of office. An Executive Director may have an entitlement to 
compensation in respect of their statutory rights under employment 
protection legislation in the UK or other relevant jurisdiction.

The following table sets out the basis on which payments for loss of 
office may be made: 

Remuneration component Circumstances and approach taken (including but not limited to):

Salary and contractual 
benefits, including 
pension

Good leaver: paid up to date of termination or in lieu of notice, if applicable.
Other leaver: paid up to date of termination or in lieu of notice, if applicable.
Death: paid up to date of death.

APP award for year of 
termination

Good leaver: pro-rated award for year up to date of termination, or later date in exceptional circumstances subject to Committee 
discretion. No accelerated payment, other than in exceptional circumstances and where permitted under the plan rules subject to 
Committee discretion. Award made 50% cash and 50% in shares deferred for three years from grant, other than in exceptional 
circumstances and where permitted under the plan rules subject to Committee discretion.
Other leaver: no award for year of termination, other than in case of termination after end of performance period but before award 
date (in which case cash portion only of award will be paid), and in exceptional circumstances subject to Committee discretion.
Death: pro-rated award for year up to date of death, paid fully in cash and accelerated, other than in exceptional circumstances 
subject to Committee discretion.

Unvested APP deferred 
share awards

Good leaver: vest on usual vesting date, other than in exceptional circumstances subject to Committee discretion.
Other leaver: forfeited, other than in exceptional circumstances subject to Committee discretion; and in the event of a termination 
in connection with a takeover or reconstitution (in which case unvested APP deferred share awards will have accelerated vesting on 
the date of termination, unless the Committee determines otherwise).
Death: accelerated vesting unless Committee decides otherwise.

Unvested LTIP awards Good leaver: vest on usual vesting date to the extent that performance conditions are met, other than in exceptional circumstances 
subject to Committee discretion. Number of shares vesting is pro-rated to date of termination, or other date subject to Committee 
discretion.
Other leaver: forfeited, other than in exceptional circumstances subject to Committee discretion. No shares awarded or cash paid 
under any circumstances in the event of termination due to gross misconduct.
Death: accelerated vesting: Committee has discretion to determine number of shares vesting, taking into account proportion of 
performance period elapsed and extent to which performance conditions are satisfied.

Good leaver status will be applied in accordance with the rules of the APP and LTIP, where applicable, and will normally include retirement 
with Company agreement, ill-health, the individual’s employing company or business ceasing to be part of the Group 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. The Committee would only seek to exercise this and its 
other discretions under the APP and LTIP plan rules in exceptional circumstances and the application of any such discretion would be 
disclosed in full as required in the relevant announcement and Annual Report on Directors’ Remuneration. 

Use of discretion by the Remuneration Committee
1. Malus and clawback in incentive plans
The APP and LTIP rules allow the Committee discretion to reduce the 
level of unvested share awards if circumstances occur that, in the 
reasonable opinion of the Committee, justify a reduction in one or 
more awards granted to any one or more participants. 

Malus provisions relate to unvested awards only. Clawback 
provisions apply to Executive Directors in respect of the APP cash 
awards and LTIP cycle awards from 2015/17 onwards. The provision 
applies for three years from the date of payment (for the APP cash 
award) and the date of vesting (for the LTIP award).

In respect of APP awards from 2020 onwards and LTIP awards from 
2020/22 onwards, the circumstances in which the Committee may 
consider it appropriate to exercise its discretion for malus and/or 
clawback are extended to include the following:

• an event or series of events occurs which the Committee consider 
to constitute corporate failure of the Company or the Group;

• there has been a material misstatement, error, or misrepresentation 
in the financial statements of the Group, any member of the Group, 

or any business unit or undertaking for which the Participant has 
significant responsibility (other than as a result of a change in 
accounting practice); 

• an award was granted or vests on the basis of erroneous or 
misleading information, assumptions or calculations; 

• the action or conduct of a Participant, in the reasonable opinion 
of the Committee, amounts to fraud or gross misconduct;

• the Participant leaves office or employment by reason of summary 
dismissal by any member of the Group or where the Committee 
subsequently determines that, prior to leaving, circumstances had 
arisen which would have justified the Participant’s summary 
dismissal;

• serious reputational damage or significant financial loss to the 
Company, any member of the Group or a relevant business unit 
arises as a result of the Participant’s conduct, misconduct or 
otherwise; or

• any other triggers or circumstances occur which the Committee 
determines justifies the application of malus and/or clawback. This 
may include, where appropriate, negligence on the part of the 
Executive Directors.
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These features help ensure alignment between executive reward 
and shareholder interests and are in line with Corporate Governance 
Code guidance. All Executive Directors are required to sign 
(electronically in respect of LTIP awards) forms of acceptance at the 
time of grant to indicate their acknowledgement and agreement that 
awards are subject to malus and clawback.

2. Other uses of discretion
The Committee reserves certain discretions in relation to the 
outcomes for Executive Directors under the Group’s incentive plans. 
These operate in two main respects:

• enabling the Committee to ensure that outcomes under these 
plans are consistent with the underlying performance of the 
business and the experience of shareholders, at the same time 
as providing a high degree of clarity for shareholders as to 
remuneration structure and potential quantum; and

• enabling the Committee to treat leavers in a way that is fair and 
equitable to individuals and shareholders under the incentive plans.

The discretions that can be applied in the case of leavers under the 
APP and LTIP are set out in the section ‘Policy on payment for loss of 
office’ on page 115.

The discretions that can be applied in respect of the APP and LTIP in 
the event of corporate transactions, such as a takeover or merger, 
include the ability to determine:

• the period for which awards may be pro-rated;
• whether awards are payable as cash or shares;
• the vesting date for awards and whether or not they may be 

accelerated;
• if a transaction occurs prior to the end of a performance period, 

the extent to which performance conditions have been met;
• in the event that a transaction involves the exchange of IHG PLC 

shares for shares in another company, whether existing share 
awards may be replaced by an appropriate proportion of shares 
in a new company; and

• any such action as it may think appropriate if other events happen 
which may have an effect on awards

Any exercises of discretion by the Committee will be fully disclosed 
and explained in the relevant year’s Annual Report on Directors’ 
Remuneration.

Approach to recruitment remuneration
The remuneration of any new Executive Director will be determined 
in accordance with the Directors’ Remuneration Policy on pages 110 
to 111 and the elements that would be considered by the Group for 
inclusion are:

• salary and benefits, including defined contribution pension 
participation for a UK Executive Director;

• participation in the APP with 50% cash and 50% deferred share 
elements:
 – pro-rated for the year of recruitment to reflect the proportion of 

the year remaining after the date of commencement of 
employment; and

 – if commencement date is after 1 October in the year, no award 
would normally be made for that year

• participation in the LTIP:
 – pro-rated awards would be made in relation to LTIP cycles 

outstanding at the time of recruitment; but
 – no pro-rated award would be made for an LTIP cycle that has less 

than nine months to run at the date of commencement of 
employment.

In addition, the Committee may, in its discretion, compensate a 
newly recruited Executive Director for incentives foregone from 
previous employment as a result of their resignation. The Committee 
would seek validation of the value of any potential incentives 
foregone. Awards made by way of compensation for incentives 
foregone would be made on a comparable basis, taking account of 
performance achieved (or likely to be achieved), the proportion of 
the performance period remaining and the form of the award. 
Compensation would, as far as possible, be in the form of LTIP or 
deferred share awards in order to immediately align a new Executive 
Director with IHG performance. 

The maximum annual level of variable remuneration that may be 
granted to a newly-recruited Executive Director would be in line with 
that of the existing Executive Directors:

• APP award: 200% of salary, of which 50% of any award will be paid 
in cash and 50% in the form of shares deferred for three years; and

• LTIP award: 350% of salary for a full LTIP cycle commencing after 
appointment for a CEO and 275% of salary for a full LTIP cycle 
commencing after appointment for other Executive Directors; plus 
pro-rated awards in relation to LTIP cycles outstanding at the time 
of recruitment (up to a further 350%/275% of salary).

This excludes any remuneration that constitutes compensation for 
incentives foregone and providing any relocation and expatriate or 
international assignment costs.

Consideration of shareholder views
In updating the DR Policy, as explained on page 109, we undertook a 
comprehensive review of executive remuneration, taking into 
consideration how it could support the Company’s strategy and 
better align with shareholders’ interests. Engagement with our 
largest shareholders has been key to this review and the Committee 
chair has consulted with shareholders to develop the policy, starting 
in late 2018 and continuing throughout 2019. This allowed the 
Committee to hear and reflect on shareholder feedback while 
developing the policy and helped shareholders better understand 
our business, the competitive environment for talent and the 
challenges we face. We have valued this engagement with 
shareholders and the policy has been refined in direct response to 
the feedback we received. We remain committed to continuing the 
dialogue in the run-up to the 2020 AGM and beyond.

Consideration of employment conditions elsewhere in the Group
Whilst decisions on remuneration for employees outside the 
Executive Committee remain the responsibility of Company 
management, the Committee has historically reviewed pay and 
employment conditions beyond those of the Executive Committee 
and has taken this into consideration when establishing and 
implementing policy for Executive Directors. In line with best 
practice under the revised Corporate Governance Code, the 
Committee has set out a schedule of rolling reviews of wider 
workforce remuneration and related policies to ensure the alignment 
of incentives and rewards with the Company’s strategy and culture; 
and to take these into account when setting the policy for Executive 
Director remuneration.

Over the past year, the Committee has looked at the Company’s 
reward philosophy and alignment of pay with culture, values and 
behaviours; and salary and incentives policies and practice, 
including how reward practices are aligned across all levels of the 
organisation. This has shown a consistent approach to reward and 
has informed the Committee’s views on the structure and approach 
to executive pay. For example, as set out on page 96, there are 
concerns relating to pay compression at senior levels in the Group, 
which is part of the reason for addressing Executive Director 
quantum in the DR Policy; but it remains the Committee’s view that 
Executive Director remuneration should be subject to robust and 
stretching performance conditions supported by strong 
shareholding and governance requirements.

Directors’ Remuneration Policy continued
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Feedback from employee surveys provide views on a range of 
employee matters including pay. Throughout the Group, base salary 
and benefit levels are set in accordance with prevailing market 
conditions, policies, practice and relevant regulations in the 
countries in which employees are based. Differences between 
Executive Director pay policy and that of other employees reflect the 
position and responsibilities of the individuals, as well as corporate 
governance practices in respect of Executive Director remuneration. 
As set out on page 100, a key difference in policy for Executive 
Directors and other senior management is that a greater proportion 
of total remuneration is delivered as performance-based incentives.

The Company’s approach to wider workforce engagement under the 
Corporate Governance Code is set out on page 32 and 33.

Service contracts and notice periods for Executive Directors
The Committee’s policy is for all Executive Directors to have rolling 
service contracts with a notice period of 12 months. All new 
appointments will have 12-month notice periods, unless, on an 
exceptional basis to complete an external recruitment successfully, 
a longer initial notice period reducing to 12 months is used. This is in 
accordance with the UK Corporate Governance Code.

All Executive Directors’ appointments and subsequent re-
appointments are subject to election and annual re-election by 
shareholders at the AGM.

Details of current Executive Directors’ contracts:

Executive Director Date of original appointmenta
Notice 
period

Keith Barr 1 July 2017 12 months

Paul Edgecliffe-Johnson 1 January 2014 12 months

Elie Maalouf 1 January 2018 12 months

a To the Board.

Non-executive directorships of other companies
The Group recognises that its Executive Directors may be invited to 
become Non-Executive Directors of other companies and that such 
duties can broaden their experience and knowledge and benefit the 
Group. IHG therefore permits its Executive Directors to accept one 
non-executive appointment (in addition to any positions where the 
Director is appointed as the Group’s representative), subject to 
Board approval and as long as this is not, in the reasonable opinion 
of the Board, likely to lead to a conflict of interest. Any fees from 
such appointments may be retained by the individual Executive 
Director. 

Remuneration Policy for Non-Executive Directors
The policy for Non-Executive Directors, set out below, will apply for 
three years from the date of the 2020 AGM. 

  The policy for Non-Executive Directors is available to view at  
www.ihgplc.com/investors under Corporate Governance  
in the Committees’ section.

If any changes are made to the Policy within that time frame, it will 
be presented to be voted upon by shareholders. Non-Executive 
Directors are not eligible to participate in the APP, LTIP nor any IHG 
pension plan.

Fees and benefits 100% cash No change in policy

Link to strategy • To attract Non-Executive Directors who have a 
broad range of skills and experience that add 
value to our business and help oversee and drive 
our strategy.

• Recognises the value of the role and the 
individual’s skill, performance and experience.

Operation • Non-Executive Directors’ fees and benefits are 
set by the Chairman of the Board and Executive 
Directors; the Chairman’s fees are set by the 
Committee. 

• Fees are reviewed annually and fixed for  
12 months from 1 January.

• Consideration is given to business performance, 
current remuneration competitiveness and 
average salary increases for the wider IHG 
employee population.

• Benefits include travel and accommodation in 
connection with attendance at Board and 
Committee meetings.

• Non-Executive Directors are not eligible to 
participate in IHG incentive or pension plans.

• A single fee is determined for each Non-
Executive Director role rather than different 
elements being applied to directorship, or 
additional services such as Committee and Chair 
roles.

Maximum opportunity • Fee increases will be in line with median FTSE 
100 increases, taking into account the 
circumstances of the business and increases in 
remuneration across the Group, other than 
where there is a change in role or responsibility 
or another need arises to reassess the 
competitiveness of fee level that warrants either 
a lesser or a more significant increase. Any such 
change will be fully explained.

• IHG pays the cost of providing benefits as 
required.

Performance framework • Non-Executive Directors are not eligible to 
participate in any performance-related incentive 
plans.

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

Patrick Cescau, appointed Non-Executive Chairman on 1 January 
2013, is subject to 12 months’ notice. Other Non-Executive Directors 
are not subject to notice periods.

All Non-Executive Directors’ appointments and subsequent 
re-appointments are subject to election and annual re-election by 
shareholders at the AGM.

Details of Committee memberships and appointment dates are 
shown on page 79.

Jo Harlow
Chair of the Remuneration Committee  
17 February 2020
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