


Our vision

We aim to be the
best budget hotel
business in the world
by delighting our
guests with great
quality at the best
value for money

Our Winning Teams delight customers so they come back time

and again which, along with our focus on Everyday Efficiency, drives
long-term Profitable Growth. We are passionate about being a Force
for Good in our communities, helping everyone to live and work well.
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How our
business works

Premier Inn

Customer

Heartbeat

Force for

Good

A unique business model

Our unigue vertically integrated model
means we can deliver a best-in-class
customer experience. See our business
model on page 10

Our focused strategy

We are focused on three strategic priorities:
innovate and grow in our core UK businesses,
focus on our strengths to grow internationally
and enhancing our capabilities to support
long-term growth. Follow our progress from
page 12

How we measure progress

We measure our progress through our

balanced scorecard for Winning Teams,
Profitable Growth, Customer Heartbeat,
Force for Good and Everyday Efficiency.

Empowering our people

Our focus is on delivering high standards for
our customers. We create job opportunities
for people from varied and diverse
backgrounds and help our people to reach
their potential through training and coaching
in a supportive and inclusive environment.
More details from page 30

A Force for Good

We are committed to doing business
responsibly and sustainably. Through

our Force for Good programme, we are
delivering tangible improvements across
our business across our three focus areas -
Opportunity, Community and Responsibility.
Find out more on page 46 and wherever
you see our Force for Good icons.

S 0 ¢

Opportunity Community Responsibility

Robust governance

Maintaining high standards in corporate
governance is vital to supporting our financial
performance. By understanding and
responding to risks we can make informed
decisions that strengthen our capacity to
build value. Details from page 56
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Strategic report

Financial highlights

Revenue' Underlying profit before tax’ 2

£2,049m 2018/19 el £438m 2018/19 £438m
(2017/18: £2,007m) 2017/18 £2,007m (2017/18: £432m) 2017/18 £432m

+21% +1.2%
o o

Underlying operating profit" 2 Statutory profit before tax’

£466m 2018/19 g £260m3 2018/19 £260m
(2017/18: £463m) 2017/18 IR (2017/18: £426m) 2017/18 £426m

+0.6% (391%)
o -

Return on capital from continuing operations™? Profit from discontinued operations*

12.2% £3,520m
(2017/18:12.5%) (2017/18: £93m)

(30bps)
] o

Underlying basic EPS from continuing operations’ 2 Underlying basic EPS?2

193p 249p
o/ 190 (2o 260

+1.3% 4.4%)

Statutory basic EPS*

2,041p
@018 2409

0 Q 0 1 Continuing business only

2 Definitions of all APMs are

Discretionary free cash flow? Capital expenditure Dividend per share included in the glossary on

page 172
3 Includes £108 million of
£498m £557m 99-65p non-underlying disposal costs
(2017/18:101.15p) relating to the sale of Costa

4 Includes gain on the sale of Costa
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Key performance indicators

Strategic report

Whitbread’s plan is to deliver
long-term growth in earnings and
dividends, combined with a strong
return on capital.

This will be achieved through disciplined
execution of our three strategic priorities:

Innovate and grow in our core
UK businesses

Focus on our strengths to
grow internationally

Enhancing our capability to
support long-term growth

Whilst we work to deliver on our
long-term ambitions, we must also
deliver results for our shareholders in
the short term. To do this we focus on
retaining a strong Customer Heartbeat,
which means supporting our Winning
Teams as they provide an excellent
experience for our customers.

There are a number of measures that
we review on a regular basis, not only to
make sure we are on track to meet our
strategic objectives, but also to check
that we are meeting the needs of key
stakeholders in the shorter term.
Information on our key performance
indicators can be found on this

page. The Costa brand performance
figures are disclosed as they are linked
to incentive outcomes, but no other
Costa measures are included.

@

www.whitbread.co.uk/
investors/analyst-coverage

Operational team
retention

Team retention is
important because,

if team members stay
with us longer, we can
provide a better service
to our customers and
reduce the cost of
recruitment and training.
This measures the
proportion of employed
team members retained
over a three month period
taken throughout the
financial year.

2018/19 88.4%
2017/18 88.8%

Brand performance

We have a robust way

of measuring how our
customers rate our
performance in terms

of recommendations
and preference over
other brands. For
Premier Inn we use
YouGov Brandindex and
for Restaurants and Costa
we use net recommend
guest surveys to monitor
brand performance.

Premier Inn

Restaurants
2018/19 55.6% pts
2017/18 51.6% pts

Costa
2018/19
2017/18

46.6% pts
49.3% pts

Brand expansion

Growing, both in the UK
and overseas, is integral to
our strategic priorities and
it is important that we
measure our progress.

The chart shows the
growth in the number
of Premier Inn rooms in
the UK.

>

Financial statements
Pages 105-168

2018/19
2017/18
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Strategic report

Chairman’s statement

Adam Crozier
Chairman

This has been a significant year in Whitbread’s
long history and a very busy one for the Board.

This time last year, we announced our intention
to demerge Costa from the Whitbread Group.
However, a number of discussions regarding
our willingness to sell Costa took place during
the summer and we announced at the end

of August that we had agreed to sell Costa to
The Coca-Cola Company for £3.9 billion.

When considering the offer, the Board carefully
considered the wider implications of the deal
and the impact on all key stakeholders. We
determined that the deal represented a fantastic
outcome for Whitbread'’s shareholders and
indeed for the employees of both Whitbread
and Costa. The price achieved was significantly
in excess of the value that would have been
created by demerging and the deal enables
both Whitbread and Costa to invest in
expansion at a faster pace than could have
been achieved otherwise.

The pace at which the transaction was completed
was exceptional and | would like to recognise
the efforts of the management team and all
those involved in successfully enabling
completion to take place on 3 January 2019, less
than nine months after the intention to demerge
was announced. | would also like to wish the
Costa team well under new ownership and look
forward to watching their progress.

Use of proceeds

When we announced the Costa sale, we also
announced that we intended to return a
significant proportion of the proceeds to
shareholders, whilst also reducing the pension
fund deficit and the Group’s indebtedness and

4 Whitbread Annual Report and Accounts 2018/19

Creatl

E380m

returned to shareholders
via an on-market share
buyback programme

E]gOm

savings delivered to date
from our efficiency
programme

providing headroom for the further expansion
of Premier Inn in the UK and Germany.

As you would expect, we consulted with
investors in order to get their views as to

how best to return cash to shareholders and
we were also contacted by a number of private
shareholders, many of whom were concerned
about the potential for a special dividend

and the associated tax implications for them.
We listened to all of these views and the

Board agreed the best method for the

return accordingly.

Since January this year, we have been
undertaking an on-market share buyback
programme and, to date, we have returned
around £380 million to shareholders in this

way. In February we announced our intention
to run a tender offer, whereby all shareholders
will be offered the opportunity to sell some

or all of their shares back to the Company.

We intend to return up to a further £2 billion

via this method, subject to any further
investment opportunities that may arise. Details
of this offer, which will be subject to shareholder
approval at a General Meeting to immediately
follow the Annual General Meeting, are
expected to be mailed to shareholders towards
the end of May or early June. In the event that
the tender offer is undersubscribed, we will
consider whether to pay a special dividend later
in the year or whether to commence a further
buyback programme.

A focused hotel business

The sale of Costa provides a great opportunity
for Whitbread to flourish as a focused hotel
business. The Board and the management team



are now able to focus on growing a successful
international hotel business and we are
streamlining our operations to give us the
platform for scale and success.

At our Capital Markets Day in February, we
announced that we see the potential for 110,000
Premier Inn rooms in the UK and a further
60,000 in Germany. This means that we can
more than double the size of Premier Inn. Our
business in the UK is clearly well established, but
we are at the start of the journey in Germany.
We recently opened our second German hotel,
in Hamburg, but we will have around 20 open
hotels in Germany by the end of 2020. Our
strategy of growing and innovating in our core
UK market, focusing on our strengths to grow
internationally and building the capacity and
infrastructure to build long-term growth is as
relevant now as when it was launched a couple
of years ago, and the sale of Costa allows us to
focus our efforts into Premier Inn and delivering
on those strategic aims at an even greater pace.

A robust performance

As well as being a busy year in terms of the
Costa sale, it has been a challenging year in
terms of trading, as we have seen the regional
hotel market growth slow through the year.
However, Whitbread has produced a solid
financial performance. Revenues for the
continuing business were up by 2.1% to
£2,049 million and underlying operating profit
was up by 0.6% to £466 million. Statutory
profit was down by 39.1% to £260 million.

As a result of this performance, the Board
recommends a final dividend of 67.00 pence
per share, making a total dividend of 99.65 pence
per share. The Group’s dividend policy is to
grow the dividend broadly in line with earnings
across the cycle. To reflect the lower cash
earnings position following the sale of Costa,
Whitbread has re-based the dividend on a
pro-forma payout, ensuring a sustainable
dividend can be paid over the long term and
throughout the economic cycle. The final
dividend will be paid on 5 July 2019 to
shareholders on the register on 31 May 2019.
The Dividend Reinvestment Plan will continue
to operate. Details of how to participate in this
plan can be found on the Company’s website.
Details of the Group’s dividend policy can be
found in the Group Finance Director’s review
on page 22.

Shareholder benefits

Following feedback from shareholders at

the AGM that they found the Premier Inn
shareholder offer overly complex and difficult
to book, we have chosen to simplify it this year.
The offer now provides shareholders with a free
breakfast for up to four people when staying

at a UK Premier Inn. The offer is only available

if booked via the shareholder section of the
Premier Inn welbsite or by telephone and stating
that you wish to book the shareholder offer.
Shareholders will continue to receive a 10%
discount on food and drinks in our restaurants.
As you would expect, following the sale of
Costa, no offers are now available to Whitbread
shareholders in Costa stores.

E3.9bn

cash proceeds from the
sale of Costa

\
0§
0 4
‘[]]u
i
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Information on why
Germany is an attractive
market for Premier Inn
can be found on page 9

Strategic report

Shareholders holding at least 64 shares who
received a shareholder benefits card last year
should automatically receive one again this year.
If you hold 64 Whitbread shares or more and
have not previously received a card, you can
request one from the registrar and their contact
details can be found on page 169. If you hold
shares via a nominee you will need to arrange
for your nominee to contact the registrar to
request a card on your behalf.

The Board

An external evaluation of the Board was carried
out this year and | am pleased to say that,
overall, the results were positive. The review
noted that Whitbread had been through a
period of intense activity, for the reasons
outlined earlier in my statement and concluded
that, throughout this period, the Board had
performed well and that relationships had
remained strong and constructive.

There have been two new additions to the
Board since | wrote to you this time last year.
Firstly, Richard Gillingwater joined us as Senior
Independent Director on 27 June 2018. Richard
has played a key role in guiding many boards
through periods of growth, M&A activity and
restructuring and his experience has already
been of great value to Whitbread during a
period of significant change.

The second appointment was that of Frank
Fiskers, as an independent non-executive
director, with effect from 1 February 2019. Frank
has over 35 years of extensive experience in the
hospitality industry. He was Chief Executive of
Scandic and has held senior positions with the
likes of Radisson SAS and Hilton. This expertise
will be of great value to Whitbread as we
continue to expand Premier Inn in the UK and
internationally.

These appointments have served to strengthen
the Board as we embark on the next phase

of Whitbread'’s development as a focused
international hotel business.

| look forward to meeting those of you that
are able to attend our AGM on Wednesday
19 June 2019.

fop—

Adam Crozier
Chairman
29 April 2019
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Strategic report

Chief Executive’s review

Alison Brittain
Chief Executive

The last year has been significant for Whitbread,
with the sale of Costa to The Coca-Cola
Company for £3.9 billion completing on

3 January 2019. We intend to return up to

£2.5 billion of the net cash proceeds to
shareholders, and we have repositioned
Whitbread as a focused hotel business by
delivering our three strategic priorities to grow
and innovate in the UK; focus on our strengths

to grow internationally; and to enhance the
capabilities required to support long-term growth.

During the year Premier Inn UK delivered total
accommodation sales growth of 3.5% through
further capacity addition. We have grown our
UK network to over 76,000 rooms, with around
13,000 rooms in our committed UK pipeline. We
announced a new runway of growth to 110,000
rooms at the Capital Markets Day in February
and also see potential to extend the estate
further with our two format innovations “hub”
and “ZIP”. Alongside our 4,008 new room
openings this year, we have maintained our high
occupancy, with 97% direct bookings, and

have delivered a strong return on capital.

In Germany, we recently opened our second
hotel, in Hamburg, and our pipeline is now
almost 7,000 rooms, which is over 30% of

our total pipeline for Whitbread. Our hotel in
Frankfurt continues to perform well and has
reached a mature level of market occupancy
and average room rate, in line with expectations,
whilst outperforming the competitor set on
customer feedback scores.

We have also made excellent progress on our
efficiency programme, achieving our initial
five-year target of £150 million in just three
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1.2%

growth in our underlying
profit before tax to
£438 million from

£432 million

E3 .7bn

statutory profit, including
the sale of Costa
(2017/18: £436 million)

ALY

increase in revenue
to £2,049 million
(£2,007 million in 2017/18)

12. 2%

return on capital, down
from 12.5%

>

Group Finance
Director’s review
Pages 20 to 25

years mitigating significant inflationary pressure.
We still have more work to do and in February
we announced a new target of £220 million
operating and capital efficiencies, to be
delivered over the next three years. Our focus
on efficiency remains important as industry cost
inflation continues and there are ongoing signs
of market weakness across both business and
leisure, especially in the UK regions.

In the fourth quarter, we saw a decline in
business and leisure confidence, leading to
weaker domestic hotel demand. This weakness
has increased into March and April particularly
in the regional business market, coinciding with
an acute period of political and economic
uncertainty in the UK. At this stage in the new
financial year it is too early to know how
business confidence and its impact on the
market will evolve. However, it’'s important to
note that our strong balance sheet, ongoing
efficiency programme and integrated operating
model means we are likely to be more resilient in
a weaker market than many of our competitors.
In addition, our ability and willingness to
continue to invest through this period will place
us in an advantaged position in the future.

Therefore, despite the short-term market
challenges, our strong competitive position,
ongoing disciplined allocation of capital and
focus on executing our strategic plan will ensure
we continue to win market share from the
declining independent hotel sector in the UK
and Germany. This will deliver sustainable
growth in earnings and dividends, combined
with our strong return on capital over the
long-term.



Whitbread’s long-term plans for value
creation in the UK and internationally
Whitbread is now a focused, vertically-
integrated hotel business with over 78,000
rooms in the UK, Germany and the Middle East,
operating under the Premier Inn brand. Premier
Inn is the world’s best budget hotel business
with the following highlights:

e recognised as the world’s strongest hotel
brand’;

e consistently ranked and voted as the UK’s
favourite hotel;

e delivers best-in-class operational
performance; and

e track record of strong financial performance
over the long-term.

Whitbread’s strategic priorities will remain
consistent with its proven plan to create
sustainable shareholder value over the long-
term. Whitbread will achieve long-term growth
in earnings and dividends, combined with
strong return on capital through disciplined
execution in the three key areas:

1. continuing to grow and innovate Premier Inn
in its core UK business;

2.focusing on Premier Inn’s strengths to grow
at scale internationally; and

3.enhancing the capabilities of Whitbread to
support long-term growth.

Solid financial progress during the year

The continuing operations of Whitbread
delivered a robust financial performance during
the year. Group revenues were up 2.1% to
£2,049 million and underlying profit before

tax increased by 1.2% to £438 million. This

was driven by the contribution of new hotel
additions, the ongoing efficiency programme,
which helped to offset cost inflation, and lower
underlying net finance costs which benefitted
from deposit of the Costa sale proceeds.
Statutory profit before tax declined by 39.1%

to £260 million driven by £178 million of
non-underlying items, including disposal costs
from the Costa sale. Return on capital remained
strong at 12.2%, maintaining a very good
premium to Whitbread’s cost of capital.

The UK regional market experienced a
challenging fourth quarter as domestic
uncertainty continued to impact business
planning and leisure spend. Premier Inn was
impacted more than the market, reflecting

a higher regional presence and a higher
proportion of domestic customers than the
competitor set. The London market was
stronger than the regions in the fourth quarter
due to the impact of international travel, from
which Premier Inn gains limited benefit.
However, despite the short-term weakness in
the UK regional market, the long-term structural
opportunity remains attractive and Whitbread's
strong balance sheet ensures resilience.

1 Based on the Brand Finance Hotels 50, 2018

oVg
/X

Whitbread held a
Capital Markets Day
on 13 February 2019.

Details can be found
on our website at
www.whitbread.co.uk/
investors

o

At Whitbread we aim
to create an inclusive
environment see pages
30 and 31

Strategic report

A Force for Good

Whitbread’s sustainability programme, Force
for Good, ensures that being a responsible
business is integrated throughout the way
Whitbread operates, by supporting its guests,
local communities, team members and suppliers
to live and work well.

The 2018 Dow Jones Sustainability Index

(DJSI) score ranked Whitbread as second in

the European Travel & Leisure industry. This
excellent result highlights the depth and breadth
of work that is taking place across the Force

for Good programme and demonstrates
Whitbread’s commitment to continuously
improve the work underway to become a more
sustainable business.

Whitbread'’s diversity strategy ensures everyone
can reach their potential. This includes removing
barriers to entry and promoting diversity
throughout the organisation. This year saw the
launch of a “Diversity and Inclusion Day”, which
raised awareness of important topics such as
unconscious bias and flexible working. In
addition, the WISE (Whitbread Investing in

Skills and Employment) programme continues
to grow, with the creation of over 10,000
employment opportunities, including more than
3,000 full time apprenticeships and 4,000 work
experience placements.

More information on our Force for Good
programme can be found on pages 46 to 49
and throughout the strategic report.

| would like to thank my colleagues across
Whitbread for their hard work and commitment
in a challenging, but productive, year. | look
forward to the year ahead as we work together
to create a focused and efficient European
hotel business.

pae

Alison Brittain
Chief Executive
29 April 2019
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Market review

Structural

growth

opportunities

Premier Inn has a truly unique business
model that delivers an unrivalled mix of
quality and value to millions of customers
and offers a significant competitive
advantage in the budget, domestic, short

stay market.

Our unique vertically integrated model is best
positioned to access the structural growth
opportunities and continue to create value
for our shareholders over the longer term.

We are focused on continuing to grow in
the UK and replicating our UK success in the
German market.

Our UK success has been built on catering

to the large segment of domestic, short-stay
travellers focused on value. Germany presents
an exciting opportunity given it has remarkably
similar characteristics to the UK. They are

both fragmented markets by international
standards and have seen a weak independent
segment decline.

The UK market

We remain very excited about the potential
in our core UK market. The UK is densely
populated, which drives domestic short-stay
travel, and we expect the overall market to
continue growing over the long term.

Whilst the majority of the spend is domestic
business and leisure travel, we are also
seeing growth in inbound travel, particularly
in London. Over the last decade, we have
seen all consumer indices show an increasing
expectation for value for money. With
Millennials becoming the bulk of consumers
and Generation Z now reaching adulthood,
we are seeing a generational impact, as
younger people have a greater demand for
leisure and travel in general.

As a result, the UK travel market is a great
core market for us to be in and Premier Inn is the
clear market leader on every important measure.
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UK

o /m

population

710k

hotel rooms

10%

share through
Premier Inn

%

] (6]

market RevPAR growth
(3-year CAGR)

Excellent

overall attractiveness

The UK market remains highly fragmented

from both a demand and supply standpoint,
with around 50% of the supply provided by the
independent sector. Whilst Premier Inn achieves
high occupancy levels, we still represent a
relatively low share of supply. We differ quite
considerably to the overall market in terms of
where our customers come from. The vast
majority of our rooms are sold to domestic
travellers, compared to around 60% for the total
market. Domestic short-stay travellers have

a higher frequency of visit and, as a result, a
greater likelihood of wanting to stay with us
again if we meet their needs.

Our UK business is predominantly outside of
London. This is important, both to meet our
customers’ need to have hotels in the locations
they need to visit and for us to achieve scale.
We also have a good mix of business and leisure
travellers. This balance ensures we achieve
consistently high levels of occupancy at around
80%. Since 2010 we have increased our

market share from 6% to over 10%. We have
achieved this through an ambitious network
expansion programme.

The rest of the budget branded sector has
increased its market share by a similar amount
to Premier Inn. However, the budget branded
sector growth has been fragmented, with a long
tail of smaller competitors. Premier Inn has

won market share by opening new hotels that
provide domestic short-stay guests with

a superior mix of quality, service and price.

We see an attractive ongoing opportunity

to continue investing in new capacity and win
further market share gains. This means that
we can continue to grow our total sales ahead
of the market and our plans are not wholly
contingent on short-term conditions.

The independent sector continues to face
significant challenges. The general market has
seen an increase in usage of online travel agents
as well as significant levels of inflation over the
last few years. With our strong network and
value for money, 97% of our customers book
direct with us, reducing the cost of customer
acquisition versus the rest of the market. We
can also leverage our scale to find ways to
improve our efficiency to partially offset the
inflation, whilst smaller operators will, of course,
struggle to do that. Over the next few years this
pressure on the independents will only grow,
creating an ongoing structural opportunity,
which we are best placed to capture.

We expect our additional new, efficient and
superior hotel capacity to continue to win share
in the UK.



The German market

In our review of opportunities, Germany was,
by a clear margin, the most attractive growth
opportunity for Premier Inn.

The German market is around 30% larger than
the UK, at almost one million hotel rooms. It has
also been growing at a faster rate than the UK,
at around 4% per annum. Furthermore, it is even
more fragmented than the UK, with independent
hotels making up around 75% of the supply, and
more domestic travel-oriented than the UK at
around 80% of the total.

This high proportion of domestic travel is a
long-term output of Germany’s geography
and history. In the UK, a vast proportion of the
economy and population is in the South East
and Midlands. Germany is significantly more
regionally dispersed due to its history and
federalised political and industrial structure.

This geographic dispersion drives greater
demand for short-stay travel, particularly
business-led. Therefore, there is a greater
frequency of travel of the type of customer
that Premier Inn excels at serving. As a result,
with only a handful of small localisations we
believe we have a proposition that is ready-
made for the largest part of a larger, growing
hotel market.

The total budget branded sector in Germany
is only around 8% of the total market. As a
comparison, this is 27% in the UK and Premier
Inn alone has 10% of the total UK market.

UK hotel supply
(% of rooms)

Germany

32m

population

960«

hotel rooms

Ao,

RevPAR growth
(3-year CAGR)

Excellent

overall attractiveness

"We believe our proposition
o Qaa/c’zfy and. value for
money is ideal for the
German custower”

German hotel supply
(OO0 rooms)

Strategic report

There are structural barriers to entry because

of the nature of the property market, which

is not too dissimilar to the UK. With limited
property financing structures, such as

REITs, and greater opportunities in the four

and five-star sector for asset-light models,

there has been limited new capacity added

in the budget sector, which is considered to

be the hardest sector in which to earn a

return. This has meant that the international
asset-light operators have struggled to find
franchisees able to find and operate appropriate
new hotel sites. In fact, the only hotel businesses
that have delivered meaningful growth adopt a
similar owner-operator model to Premier Inn.

In order to add capacity in the budget sector,
an operator needs to be willing to develop
freehold, sign long leases or buy out existing
operators. These structural elements make
the opportunity even more attractive to us
over the longer term.

mE =g 2 B B
[Z] s
23 ,
24 i s 725
; 25
59 i
52
i
2010 2016 2020 Beyond 2010 2013 2015 2017
i 2020
—_— ! |
Actual I Estimate

@ Premier Inn

©® Budget branded
@ Other branded
® Independents

® Branded non-budget
@ Branded budget
[ Independents

e

Source: Company data
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Our business model

Whitbread is a focused hotel operator, with over 800 hotels
in the UK, Germany and the Middle East. Our business model
enables us to deliver an attractive customer proposition at
low cost and to access structural growth opportunities in the
UK and internationally. We achieve this through our scale,
expertise and end-to-end consistency and control.

Hotel industry @

value chain Property Property
development ownership
« Site acquisition * Freehold
» Construction * Leasehold

¢ Property developers e Entrepreneurs
e REITs
¢ Asset Management

Premier Inn’s @
. . Control & fund Balanced freehold/
unique, vertlcally development > leasehold >

|nteg rated mOdel Optimal hotel location, Large network, long tenure,
design and layout refurbishment control and
Our mission is to be the estate management

world’s best budget hotel
business, delivering quality
and value for money for
customers whilst creating
long-term value for
shareholders

What gives us our
competitive advantage?

Vertical integration e Supports end-to-end * Provides domestic ¢ Clear structural
enables consistent focus on quality, scale to ensure advantage over
priorities in all service and customer sub-scale
value-creating value for money proposition competitor set
activities: delivered at a

low cost

10 Whitbread Annual Report and Accounts 2018/19
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Our hotel brands

by Premier Inn

Premier Inn Premier Inn

Germany

Brand Hotel Inventory
* Marketing operation distribution

* Format development
* Accommodation * Customer relationship
* Food & Beverage management/Pricing
Digital marketing

* Brand owners * Franchisees Loyalty programme
¢ Franchisors ¢ Management companies Online travel agents/search
* Independents Management companies

Our own End-to-end 97% direct
brand operation booking

Consistent Consistent execution Low-cost customer
customer offering of high standards at acquisition and
low cost retention

Our revenue Our Customer

model Heartbeat

Our investment model supports Our business performance is Customer

revenue generation. We invest measured by our balanced Winning Teams Heartbeat / Profitable Growth
in our property portfolio to scorecard, illustrated by our

i i Customer Heartbeat model.
investment enables our hotel
model to be cash-generative,
and we use this cash to reinvest
in the business, the property
portfolio and to pay dividends.

Whitbread Annual Report and Accounts 2018/19 11
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Strategic progress

We invest in high
returning, profitable sites
and innovate with new
formats to provide further
growth opportunities.

We are growing in selected
international markets

and our Premier Inn joint
site model provides
efficiency and creates
incremental returns.

12 Whitbread Annual Report and Accounts 2018/19
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number of rooms in the UK

/79%

total UK occupancy

9Q/%

percentage of direct UK
bookings

almost

20000

rooms in the Premier Inn
pipelines

Premier Inn is the clear leader in the UK hotel
market and has significant structural growth
opportunities in both the UK and overseas,
particularly in Germany.

Three years ago, we set out three strategic
priorities:

Innovate and grow in the core UK market;

Focus on our strengths to grow
internationally; and

Enhance our capabilities to support
long-term growth

The sale of Costa does not change these
priorities, indeed it allows us to focus our
resources into taking advantage of the
structural growth opportunities by streamlining
our operations and further investing in

our capabilities.

The successful delivery of these priorities will
create sustainable shareholder value over the
long term and help us to achieve long-term
growth in earnings and dividends combined
with a strong return on capital.

This section of the report provides detail on
how progress was made against each of these
three priorities during 2018/19.



Innovate and grow in the
core UK market

Premier Inn UK delivered good total
accommodation sales growth of 3.5% in a tough
market, driven by additional capacity. There has
been a weakening in both business and leisure
consumer demand through the year, especially
in the regions, where total accommodation sales
increased 2.5% but RevPAR declined 1.9%. In
London, Premier Inn’s total accommodation
sales growth was strong at 7.2%, resulting from
the 1,259 room additions during the year and
the 4,090 additions over the last three years,
which are maturing well. Whilst the market
remains tough, the large share of independent
hotels which continue to face increasing cost
pressures, creates a long-term structural
opportunity for Premier Inn. As such the
business will continue to use this opportunity to
invest in new space to grow the future pipeline.

During the year Premier Inn opened 23 hotels in
the UK, including a hub hotel in Edinburgh and
the first ZIP concept hotel in Cardiff. The UK
hotel estate is now more than 76,000 rooms,
which is over 30,000 more than Whitbread’s
nearest competitor. This advantage has been
extended over the last four years with around
twice as many Premier Inn room openings than
the combined total added by Travelodge,
Holiday Inn Express and Ibis. Alongside this
material addition of new capacity, Premier Inn
has held direct bookings at an industry-leading
level of 97%.

Premier Inn UK estate metrics

Strategic report

More information

on our Force for Good
programme can be
found on pages 46

to 49

The UK'’s first battery-
powered hotel

This year, Edinburgh Park Premier Inn
became the UK’s first battery-powered
hotel in a bid to improve energy efficiency,
secure power supply and enable energy
cost savings.

As well as powering the 200-room site, the
new battery storage system allows the hotel
to avoid increased peak-time energy costs
and generate revenue by offering support
services to the National Grid, getting paid in
exchange for taking power off the grid.

Premier Inn’s detailed catchment analysis in the
UK has enabled us to extend the committed

2018/19 2017/18 Change | pipeline of new freehold and leasehold hotels.
# hotels 804 785 2.4% | This takes the open and committed pipeline to
# rooms 76,171 72,466 5.1% | 89,000 rooms, with a newly announced
Direct booking 97% 97% 51bps | @mbition of over 110,000 rooms. The most
Occupancy 78% 70%  (140)bps | IMPortant factor in network planning is securing
Average room rate £62.91 £62.87 0.1% the best Slt?s’ n t.he best pQSSIbIe locations.
Revenue per available room £48.99 £49.85 (1.7)% E;?;r;ls;éngmsa(g?egtglgl\iﬁqbgEgaadngfagoeperty
Total accommodation sales growth 3.5% 7.1% competition at a good return on capital. The
Like-for-like accommodation sales growth 0.6)% 2.2% recently updated view of the UK market
Like-for-like food & beverage sales growth (2.0)% 0.4% highlights that the biggest growth opportunity
Return on capital (UK & International)* 12.7% 13.4% (70)bps | for Premier Inn is in London and the South East,
Committed pipeline (rooms) 12,996 14,750 where there is potential to increase market

* pre-unallocated central costs

share in historically underrepresented areas.

The first “ZIP by Premier Inn” hotel was
launched in February 2019. ZIP is a significantly
different offer to the traditional Premier Inn and
hub formats and is attracting a different

customer segment. The essence of ZIP is good
quality, small and very simple rooms targeting a
large segment of the market, which is currently
underserved; the extra-value seeking customer.
Importantly, these target customers do not
currently stay at Premier Inn and are dissatisfied
with their current options. By reducing the room
size to 8.5m? and carefully engineering the

Our two format
innovations ‘hub’
and ‘ZIP’ give us the
potential to extend
our estate further

Whitbread Annual Report and Accounts 2018/19 13
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Strategic progress

Superior UK
capacity growth

over last four years
(new rooms)

17,033 43 30 27
5,638

Balanced UK pipeline

of new capacity
(% of rooms)

® New catchments
. 2,040 @ Low capacity
catchments
|180 ® High capacity
catchments

@ Premier Inn

® Travelodge

@ Holiday Inn
Express

® Ibis

Source: Company data

Source: company websites
at end of February 2019

design and fittings, return on capital is expected
to be comparable to the rest of the network,
whilst offering highly compelling prices, starting
at £19 per night. This initial trial is continuing
with a second ZIP hotel opening in
Southampton towards the end of the year.

Premier Inn consistently achieves market
leading combined customer quality and value
scores as a result of the focus placed on
elements of the offer that matter most to

Attractive
unit economics

| -4year

aturity duration

12-149%

ROCE at maturity

3

Our teams focus on
elements of the Premier
Inn offer that matter
most to guests

guests. Many of Premier Inn’s customers visit
multiple hotels every year and therefore value
a consistent high quality experience across
the network of over 800 hotels. Ongoing
refurbishment of rooms is critical to ensure
consistency and underpins the success of the
brand. However, a rigorous approach to cost
and efficiency is also maintained. This has
resulted in the development of a lower-cost
refurbishment model, which will enable Premier
Inn to accelerate the rate of refurbishments in
the future to maintain its leading customer
proposition. Although the near-term market is
challenging, investment in the existing estate
will continue given the scale of the longer term
opportunity to win market share from the
fragmented independent sector.

Premier Inn’s 97% direct distribution is industry-
leading and crucial to the unique operating
model, providing customers with superior value
for money. It also ensures that Premier Inn’s
gross RevPAR is the same as the net RevPAR
achieved after cost of sales, unlike independents
or other brands, which pay high commission
rates to third parties such as online travel
agents. The investment made in digital tools,
including a best-in-class website and digital
marketing capabilities, results in a higher quality
of revenues achieved.

14 Whitbread Annual Report and Accounts 2018/19
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Focus on Premier Inn’s Premier Inn Germany network
Strengths tO grOW Organic To be acquired Total
internationa”y Hotels Rooms Hotels Rooms Hotels Rooms
Premier Inn Germany | Increasing capabilities Open and trading 2 590 5 2120 15 2510
. y g cap Committed pipeline 17 3,600 6 990 23 4,590
to build a strong hotel network
Total 19 3,990 19 3,110 38 7,100

Premier Inn’s aim in Germany is to leverage the
strengths and capabilities of the UK business to
create the number one budget brand in the

{4
structurally attractive German hotel market. This P s / s f t{ Ch s
includes the same flexible approach to property ,,ZVVIW MM COMS{/S 6“ y a W&S
to gain superior site access, encouraging direct

distribution and delivering a best-in-class value a m”k&f—/&ddl;m MMbémath 0][

for money proposition. )
This strategy has proved successful in Frankfurt, f /' d /

with a mature level of rate and occupancy WS OVVI@’” ?M {/ y al’l Va Uﬁ SCOI’ZS
achieved in line with expectations, alongside

market-leading customer satisfaction scores.

Hotel guests are a good mix of business and franchise operators have historically struggled
leisure and a high proportion of guests are to expand with limited property financing
domestic German travellers. Premier Inn’s options available. Consequently, Premier Inn’s
second hotel in Germany opened in Hamburg vertically-integrated model and willingness to
at the end of February, with another 20 hotels invest capital in expansion provides a strong
expected to be open by the end of 2020. advantage in the budget market, supported by

replicating the strong quality and value

The German hotel market is a third larger than !
credentials from the UK.

the UK and even more fragmented, with almost

three-quarters of the market still consisting of Given the scale and attractive nature of the
small independent operators, which are opportunity in Germany, Whitbread has
experiencing a structural decline to the benefit increased investment to accelerate the pipeline
of branded hotels. Despite this, the branded and to prepare the business for a significant
budget hotel sector still only represents an 8% number of hotel openings over the next few
market share, compared to 27% in the UK, as years. These investments include marketing

costs, set-up costs and putting more people on
the ground, especially in the acquisitions team.

Premier Inn’s second As a result Qf _these investments, I_o_sses ih

hotel in Germany Germany will increase from £8 million this
opened in Hamburg financial year to approximately £12 million in

at the end of February, FY20. However, a number of synergies and
with another 15 hotels biliti bei | df he UK
due to open by the end ;apa A| ities are elhg everage . rom the ,
of the next financial including the Premier Inn website platform and
year across 12 cities the dynamic pricing engine.

The property team continues to explore options
to further accelerate growth in Germany,
through a mix of freehold property
developments, leasehold sites and acquisitions
of small to medium existing hotel portfolios. The
previously announced acquisition of 19 hotels
from Foremost Hospitality Group is expected to
complete in February 2020, with 13 hotels
opening around the end of FY20, representing
an important step in growing the German
network. The acquisition is expected to deliver
returns in excess of Whitbread’s cost of capital
and be earnings enhancing the year after
completion.

The pipeline of new capacity in Germany is a
mix of hotels to be acquired and the organic
pipeline of new leasehold and freehold sites.

Premier Inn Middle East

Premier Inn in the Middle East continues to
operate in tough market conditions, with a high
level of new capacity being added in advance of
the World Expo in Dubai in 2020. Premier Inn
has a productive partnership with Emirates, with
a new hotel recently opened in Al Jaddaf,
bringing the total to eight hotels.

Whitbread Annual Report and Accounts 2018/19 15
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Strategic progress

Enhancing Whitbread’s
capabilities to support
long-term growth

Whitbread continues to leverage its scale to
secure cost efficiencies, largely offsetting the
structural cost pressures in the hotel market,
which disproportionately impact the
independent sector. This focus on cost, along
with Whitbread’s property expertise, underpins
the consistent quality and competitive
advantage enjoyed by Premier Inn.

Good progress has been made on separating
Costa from Whitbread; a process that is due to
last for up to two years to ensure an optimal
outcome for both businesses. Many of the
shared services teams and supplier contracts
have been separated, with the main focus now
on technology and information systems.
Whilst work is being conducted to minimise
dis-synergies arising from the separation, these
are expected to be approximately £10 million
in FY20.

Vertically-integrated model

Whitbread has conducted a rigorous review of
its unique, vertically-integrated model, which
combines the ownership of property, hotel

operations, the brand and inventory distribution.

Over the last 15 years, this unique approach has
enabled Premier Inn to grow at a significantly
faster pace than competitors, deliver a
consistently superior customer experience and
generate a strong return on capital for
shareholders. Given the scale of the opportunity
to invest in new hotel capacity in the UK and
Germany, Whitbread believes its unique
vertically-integrated model is the optimal
approach to both access this growth
opportunity and create sustainable value for
shareholders over the long-term. Property
flexibility is an integral part of this unigue model.
Through detailed network planning and
disciplined investment in attractive freehold

16 Whitbread Annual Report and Accounts 2018/19

"Whithread. now aims to yememfe
a total of LZ20 wiillion’s
additional sa(/imys over the next
three yau‘s."
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solar panel systems

and leasehold hotels, Premier Inn has become
the largest hotel network in the UK. The
freehold property estate’s current valuation is
£4.9-5.8 billion. This valuation is based on sale
and leaseback transactions, with a yield range
of 4.5-5.0%, a rent cover of 2.25-2.40 times,
and includes £400 million net assets under
construction and non-trading.

Winning teams

Owning and operating the UK’s leading hotel
business enables superior attraction and
retention of talented people. Following the

sale of Costa to The Coca-Cola Company,
Whitbread has already optimised its structure to
ensure the right people are in place to support
a single functional model, with each Executive
Committee member responsible for end-to-end
delivery of their respective functional areas. This
will ensure the business is lean and agile going
into the next phase of growth.

Everyday efficiency

In 2016, Whitbread began a five-year
programme to generate £150 million of
efficiency savings and mitigate inflationary
cost pressures. This ambition was achieved in
less than three years from a combination of
procurement benefits and shared services,
across both Premier Inn and Costa. Whitbread
now aims to generate a further £220 million
of savings over the next three years, which
comprises £120 million of operational savings
and £100 million of capital expenditure savings.

Improving technology capabilities

Over the last three years, Whitbread has
undergone a significant investment programme
to improve the core technology infrastructure,
internal support systems and customer facing
systems in Premier Inn. This year, there has
been a focus on enabling an improvement in
the customer booking journey, being more
agile in adapting the website to changing
customer demands, and preparing for the
separation of Costa.

In addition, Whitbread will retain focus on the
complex process of upgrading legacy customer
reservation and inventory management systems
in Premier Inn and integrating the new hotels in
Germany onto Whitbread’s platform.

Property expertise

Property expertise remains an important driver
of success for Premier Inn. A willingness to be
flexible with respect to freehold or leasehold
acquisition ensures new sites are in the best
locations, and have the optimal size and format.



Ownership of around two-thirds of the hotel
estate also provides a significant competitive
advantage as it gives Premier Inn control over
the initial development of the hotel, and
subsequently how it is maintained, extended,
or re-developed. This will continue to provide
further opportunities to optimise the network
by individual asset, as well as more broadly
through catchment optimisation and creating
a more optimal portfolio of assets.

Whitbread’s asset-backed balance sheet also
supports a strong financial covenant, which
means that in competitive bid situations for new
leasehold developments, Premier Inn is often
the preferred tenant and can secure more
favourable lease and rental terms. Freehold
ownership also reduces earnings volatility
through the cycle and provides a flexible
source of funding for the future, for example,
through sale and leaseback transactions.

Reducing environmental impact

We have an industry-leading approach to
reducing our impact on the environment and
work hard to reduce the day-to-day and future
impact of our operations. This helps us to make
sure we are playing our part in taking care of the
planet that we all depend on, as well as helping
the business to be more efficient.

Renewable electricity supply

In April 2017, Whitbread committed to only
buy 100% renewable electricity at sites we
own in the UK. This means that every unit

of electricity supplied to us is certified to be
generated by renewable sources (such as wind,
hydro and solar power). This commitment to
renewable electricity ensures that all of the
power used in our hotels, restaurants and
offices is zero carbon, which helps towards
our science-based carbon emissions target
of 50% reduction by 2025.

We also continue to invest in generating
renewable energy at our sites. In 2018/19 we
installed electricity-generating solar panels

at a further 62 sites, taking the total number of
Whitbread hotels with solar generation to over
20% of our hotel estate. With falling prices and

a growing estate, this totally renewable energy
technology continues to make great commercial
sense as well as helping us make our operations
more sustainable.

Diversion from landfill

We have substantially improved the amount of
waste we divert away from landfill over the last
ten years. In 2018/19, over 99% of all material
was diverted from landfill compared to just 48%
a decade ago. We try to maximise the benefits
of the waste that is generated by our business
and adopt circular economy principles wherever
we can; recyclable waste streams (such as
cardboard, glass, aluminium cans) are separated
and sent to recycling facilities, food waste is
treated by anaerobic digestion and our general
waste is taken to an Energy Recovery Facility.
The energy generated by this process is fed
back into either a district heating scheme or the
national grid to power local homes.

Strategic report

Single-use plastic reduction

We recognise that how we deal with any
negative environmental impact of plastics is
important to our employees and guests, so we
have a strategy in place to reduce the amount

of unnecessary single-use plastics used in our
operations and head offices.

We are proud to be part
of the Refill Scheme,
allowing anyone to
come and refill their
reusable water bottle
at any of our hotels or
restaurants

10

Over 10m plastic straws
removed from Premier Inn
and our restaurants
annually

Over

99

of waste diverted
from landfill
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Chris-Norman Sauer joined Whitbread in
October 2017 as Head of our Germany
Acquisitions team. However, he had previous
knowledge of the Whitbread model through
the work that he had undertaken developing
our first Premier Inn in Frankfurt.

Through his role, Chris and his team of

six are focused on the expansion of the
Premier Inn brand in Germany in the 50 cities
that Whitbread is targeting, replicating

the UK expansion model.

“We are still a young and relatively unknown
operator in the German market and it is
therefore important for us to build up a
network of partners and publicise our story.”

Premier Inn - Hamburg

On 28 February, Whitbread opened its
second German hotel in Hamburg. The new
182-bed city centre site puts Premier Inn -
which will have around 20 open hotels in the
country by the end of 2020 - a step closer to
becoming one of Germany’s biggest branded
hotel chains.

almost

7000

rooms in the German
hotel pipeline

It is hoped that the Hamburg hotel, a new-
build which is just a stone’s throw from the
city’s main train station and major attractions
including shops and museums, will prove as
popular as our Frankfurt hotel. Expansion into
Germany, a country which has traditionally
been dominated by smaller, independent
hotel operators, is a key part of Whitbread’s
strategic focus on growing the Premier Inn
brand internationally.
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Strategic report

Group Finance Director’s review

Nicholas Cadbury
Group Finance Director -1'

A solid
financial

14

performance
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Given the opportunity
to win market share
from the fragmented
independent hotel
market, Premier Inn
has continued to focus
on adding capacity

to maximise total
accommodation sales
growth
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Operating performance | Robust results
driven by ongoing network expansion
Premier Inn UK performed well during the year
in a tough market, increasing revenue by 2.1% to
£2,042 million and profit from operations up by
0.8% to £508 million. The UK hospitality
industry continues to experience high
inflationary pressure, primarily from rising
wages, input costs and rent. This led to cost
increases of around £55 million over the year
which, along with ongoing investments in hotel
refurbishments and IT systems, impacted total
operating margins. This was partially offset by
the efficiency programme and total sales
growth from new capacity resulting in a margin
decline of 40bps.

Given the opportunity to win market share from
the fragmented independent hotel market,
Premier Inn has continued to focus on adding
capacity to maximise total accommodation
sales growth. This has been achieved whilst
delivering high occupancy, good operating
margins and delivering an attractive return on
capital of 12.7% before unallocated central costs.

In London, Premier Inn grew total
accommodation sales by 7.2%, ahead of the
midscale and economy hotel market, due to the
contribution of 4,090 new rooms added in
London over the last three years. Premier Inn
like-for-like RevPAR and like-for-like sales
declined by 0.9% and 0.5% respectively,
compared to the midscale and economy market
where total sales and RevPAR were up 6% and
1.8% respectively. This reflects the short-term
impact that significant capacity addition has on



the current estate, as well as Premier Inn’s lower
mix of international customers.

In the regions, Premier Inn increased total
accommodation sales by 2.5%, slightly ahead of
the midscale and economy hotel market which
grew at 2.3% over the year.

Growth in the midscale and economy hotel
market has slowed in the second half of the year
as political uncertainty impacted business and
leisure consumer confidence. Premier Inn was
particularly impacted by this in the fourth
quarter due to the significant capacity added in
a low volume period. As a result, in the second
half, Premier Inn total accommodation sales
increased by 1.9% compared to 4.8% in the first
half of the year. This was more prevalent in the
regions where total accommodation sales
increased 0.5% in the second half, whilst London
continued to remain robust, with accommodation
sales growth of 7.3%.

Whitbread’s food and beverage offer is integral
to the hotel operations, performance and guest
experience. Total revenue remained broadly flat
year-on-year, but like-for-like sales decreased
by 2.0% (FY18: 0.4%) due to a more subdued
casual dining market.

Premier Inn’s expansion in Germany continues
in line with plans, with a new hotel in Hamburg
opened at the end of FY19. Planned investment
in Germany to extend the pipeline, open new
hotels, and integrate the Foremost Hospitality
acquisition will result in a loss of approximately
£12 million in Germany in FY20. The Premier Inn
business in the Middle East is operated through
a joint-venture with Emirates. In a challenging
market, with significant new supply additions,
losses in the Middle East were in-line with
expectations at £1 million, due to the timing of
new openings.

Statutory profit before tax declined
39.1% to £260 million due to £178 million
non-underlying items.

Profit from discontinued operations

On 3 January 2019, Whitbread completed the
sale of Costa to The Coca-Cola Company. As a
result, for the period 2 March 2018 to 3 January
2019 Costa was accounted for as a discontinued
operation. Profit for the year from discontinued
operations increased to £3,520 million, including
the gain on sale of £3,390 million. Despite a
tough UK retail environment, Costa increased
revenue and statutory profits for the
comparable period to 3 January 2019.

The pace of investment in new Costa stores and
Costa Express machines continued, with capital
expenditure in discontinued operations,
excluding those relating to the China JV, similar
to the prior year at £95 million.

Strategic report

Profit growth | Good revenue growth and disciplined cost control

underpins profit growth

2018/19 2017/18 Change
Revenue* £2,049m £2,007m 2.1%
Profit from operations £499m £498m 0.2%
Unallocated central costs £(33)m £(35)m 5.4%
Underlying operating profit £466m £463m 0.6%
Underlying net finance costs £(28)m £(31)m 7.5%
Underlying profit before tax £438m £432m 1.2%
Non-underlying items £(178)m £(6)m n.m.
Statutory profit before tax £260m £426m (39.1)%
Tax £(49)m £(83)m 40.7%
Profit for the year from continuing operations £211m £343m (38.7)%
Profit for the year from discontinued
operations** £3,520m £93m n.m.
Profit for the year £3,731m £436m n.m.
* FVYI19 revenue includes £2 million of TSA revenue charged to Costa post disposal.
** Statutory profit for the year from Costa including the gain on sale of £3,390 million.
Premier Inn financial highlights

2018/19 2017/18 Change
Revenue £2,047m £2,007m 2.0%
UK (inc. F&B) £2,042m £2,000m 2.1%
Germany £5m £4m n.m.
Middle East £0m £3m n.m.
Profit from operations £499m £498m 0.2%
UK (inc. F&B) £508m £503m 0.8%
Germany £(8)m £(5)m n.m.
Middle East £(1)m £0m n.m.
Return on capital (before unallocated central 12.7% 13.4% (70)bps
costs)
Other metrics
UK accommodation total sales growth 3.5% 7.1%
UK F&B total sales growth 0.3)% 2.5%
Total UK sales growth 2.1% 5.3%
UK accommodation like-for-like sales growth (0.6)% 2.2%
UK F&B like-for-like sales growth 2.0)% 0.4%
Q4 UK accommodation like-for-like
sales growth (3.2)% 0.3%
Q4 F&B like-for-like sales growth a.7% (1.1)%
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Group Finance Director’s review

Non-underlying items

Non-underlying items of £178 million relate to
disposal costs following the sale of Costa of
£108 million, including £20 million on Group
reorganisation costs including separating IT
infrastructure and contract renegotiation,
£55 million write off of IT intangible assets
and related contracts, and £13 million relating
to head office restructuring. Separation
activity will continue into FY20 with a further
expected non-underlying cost of approximately
£23 million.

Other non-underlying items include £44 million
property disposal costs and provisions including
£11 million of property impairment losses and
£20 million of impairment losses on IT
intangibles, £13 million guaranteed minimum
pension contribution, £7 million on UK hotel
restructuring and £6 million pension finance
costs. Full details are in Note 6 to the
accompanying financial statements.

Net finance costs

Underlying net finance costs for the year

were £28 million (FY18: £31 million) benefiting
year-on-year from the Costa proceeds received
in January 2019. Total net finance costs were
£34 million (FY18: £41 million) including the
non-underlying IAS19 pension finance charge
of £6 million (FY18: £10 million).

Taxation

Underlying tax for the year was £85 million, with
an effective tax rate of 19.4% (FY18: £84 million:
19.5%). Statutory tax expense for the year was
£49 million (FY18: £83 million). There was a
non-underlying tax credit of £36 million (FY18
£1 million) relating to the non-underlying
charges described above.

Earnings per share

Statutory basic earnings per share from the
continued and discontinued business includes
the profit from the sale of Costa. Statutory

basic earnings per share for the continuing
business includes the £178 million non-underlying
items including costs that relate to the Costa
disposal. Full details of earnings per share
movements are in Note 11 to the accompanying
financial statements.

Dividend

The Group’s dividend policy is to grow the
dividend broadly in line with earnings across the
cycle. To reflect the lower cash earnings position
following the sale of Costa, Whitbread will
rebase the dividend on a pro-forma payout. This
will ensure a sustainable dividend can be paid
over the long-term and throughout the
economic cycle. A final dividend of 67.00 pence
per share (FY18: 69.75p) was declared by the
Board on 29 April 2019. The full year dividend
payment of £180 million represents a 2%
increase year-on-year on a pro-rated basis. Full
details are set out in Note 12 to the accompanying
financial statements. The final dividend will be
paid on 5 July 2019 to all shareholders on the
register at the close of business on 31 May 2019.
Shareholders will again be offered the option to
participate in a dividend re-investment plan.
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UK total accommodation sales growth comparison

H1 H2 FY
2018/19 2018/19 2018/19
London
Premier Inn 7.2% 7.3% 7.2%
Midscale and economy hotel market 3.0% 9.2% 6.0%
London outperformance 420bps (190)bps 120bps
Regions
Premier Inn 4.3% 0.5% 2.5%
Midscale and economy hotel market 3.5% 0.9% 2.3%
Regions outperformance 80bps (40)bps 20bps
Total UK
Premier Inn 4.8% 1.9% 3.5%
Midscale and economy hotel market 3.7% 3.4% 3.6%
Total UK outperformance 110bps (150)bps (10)bps
Earnings per share
2018/19 2017/18 Change
Continuing operations
Underlying basic earnings per share 193.2p 190.7p 1.3%
Statutory basic earnings per share 115.2p 188.0p (38.7)%
Continuing and discontinued operations
Underlying basic earnings per share 248.8p 260.2p “.4)%
Statutory basic earnings per share 2,040.8p 239.7p 751.4%
Cash generation
2018/19 2017/18
Underlying operating profit £599m £622m
Depreciation and amortisation £226m £230m
Other non-cash items £(10)m £13m
Change in working capital £()m £12m
Cash generated from operations £814m £877m
Maintenance capital expenditure £(192)m  £(159)m
Interest £(34)m £(34)m
Tax £(90)m £(99)m
Discretionary free cash flow £498m £585m
Pension £(194)m £(101)m
Dividends £(187)m  £(178)m
Expansionary capital expenditure £(365)m  £(396)m
Proceeds from sale & leaseback transactions £0m £75m
Proceeds from disposal of business and PPE £9m £57m
Proceeds on disposal of subsidiaries £3,809m £0m
Shares purchased in share buybacks £(170)m £0m
Other £16m £15m
Net cash flow £3,416m £57m
Opening net (cash)/debt £833m £890m
Closing net (cash)/debt £(2,583)m £833m
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Cash generation | Consistent & strong

to fund investments

Cash generation remained strong in the year
with cash generated from continued and
discontinued operations of £814 million (FY18:
£877 million), whilst converting 83% of
underlying operating profit into discretionary
free cash flow totalling £498 million (FY18: £585
million; 94%). This discretionary free cash flow
was used to fund Whitbread’s agreed pension
deficit recovery contribution of £87 million,
dividend payments of £187 million and
expansionary capital expenditure of £365
million. The discretionary free cash flow was
down year-on-year due to the disposal of Costa
in January and an increase in cash maintenance
capital of £33 million in Premier Inn.

The proceeds from the sale of Costa were also
received in the year, which were £3.8 billion net
of transaction costs, separation costs and tax.
These have been used to fund £170 million of
the share buyback programme and the first
phase of the pension settlement of £107 million
(see Pensions).

Capital investment | Compelling opportunities
to invest at a strong return on capital

Capital expenditure during the year was £557
million (FY18: £555 million). Investments in new
and extended hotels mature over a 1-4 year
period and deliver mature return on capital
between 12% and 14%. In the last two years,
£453 million has been invested in expanding the
UK network with a further £150 million invested
in the organic pipeline in Germany and the
Middle East. Maintenance capital expenditure in
Premier Inn is essential to ensure consistent,
high quality rooms across the estate whichis a
key driver of repeat direct business.
Maintenance capital increased £33 million
year-on-year due to the timing of cash
payments, and is expected to be approximately
£150 million in FY20.

Capital expenditure for Premier Inn Germany
does not reflect any amounts for the announced
agreement to acquire a portfolio of hotels,
which will be paid on completion of the
transaction, which is expected to be in February
2020. The total cost of the transaction and
costs relating to conversion to Premier Inn are
expected to be around £300 million, with
around £200 million due in FY20 and the
remaining payments made on the opening of
the six pipeline hotels.

Capital discipline | Asset-backed balance
sheet provides flexibility

Whitbread has retained its strong financial
position and has access to a broad source of
funds at attractive rates, in order to take
advantage of freehold property and acquisition
opportunities as they arise, such as the agreed
acquisition in Germany that will complete in
February 2020. Maintaining a prudent leverage
position also ensures that Whitbread retains a
strong covenant for further leasehold expansion
in the UK and Germany.

Capital investment

Strategic report

2018/19 2017/18  Last 2 years
Maintenance and product improvement £151m £118m £269m
New / extended UK hotels £226m £227m £453m
Premier Inn Germany & Middle East £85m £65m £150m
Discontinued Operations £95m £145m £240m
Total £557m £555m £1,112m
Capital discipline

2018/19  H12018/19 2017/18
Funds From Operations (FFO) £902m £953m £921m
Adjusted net (cash)/debt £(2,573)m £890m £843m
Lease debt (8x rent) £2,193m £2,316m £2,227m
Lease-adjusted net (cash)/debt £(380)m £3,206m £3,070m
Freehold/leasehold mix 62:38% 63:37% 64:36%
Lease-adjusted net debt: FFO (0.4)x 3.4x% 3.3%x
Fixed charge cover 2.9x 2.8% 2.9x
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Group Finance Director’s review

Following the sale of Costa to The Coca-Cola
Company, Whitbread will use a lease-adjusted
net debt to funds from operations (FFO) ratio to
ensure it retains a strong financial position.
In-line with credit rating agency methodology,
net debt is adjusted for leases at eight times the
annual property rent. After returning up to £2.5
billion of the Costa proceeds to shareholders,
and retaining around £800 million to fund future
growth opportunities in the UK and Germany,
Whitbread will be at around 3.5 times lease-
adjusted net debt to FFO. Whitbread believes
that equal to or less than 3.5 times FFO is an
appropriate leverage for the continuing business.

Sufficient headroom in debt funding facilities is
also in place to finance short and medium-term
requirements, with total committed facilities of
approximately £1.8 billion. Committed debt
facilities include US Private Placement loans of
£359 million (at the hedged rate), a £450 million
bond and a syndicated bank revolving credit
facility ("RCF”) of £950 million.

Pension

Whitbread reached an agreement with the
Trustee of its defined benefit pension scheme,
the Whitbread Group Pension Fund (the
“Pension Fund”) following the sale of Costa. The
agreement released Costa from its obligations to
the Pension Fund and involved a one-off
contribution to the Pension Fund of £380 million
together with some contingent protection,
which has enabled the Trustee to significantly
reduce the Pension Fund’s investment risk. This
replaced the previous protection and previously
agreed deficit recovery plan, which would have
required Whitbread to make total payments of
£326 million to the Pension Fund over the next
four years. Additional contributions to the
Pension Fund of approximately £10 million per
year will continue to be made through the
Scottish Partnership arrangements. A
consolidated charge was put in place securing
properties totalling £450 million which will
reduce to £408 million following completion of
the 2020 actuarial valuation. The charge secures
the obligations of various Group companies to
make payments to the Pension Fund and
replaced two charges that were released.

Return on capital

There is currently £302 million of capital
invested for future openings. This has an impact
on Whitbread’s continuing and discontinued
reported return on capital of 130bps.

Surplus capital | Returning up to £2.5 billion
of proceeds from the sale of Costa

Whitbread received gross proceeds from the
sale of Costa to The Coca-Cola Company of
£3.9 billion, with total separation and transaction
costs, including tax, resulting in £3.8 billion net
cash proceeds. From this, Whitbread agreed to
make accelerated contributions to the Whitbread
Pension scheme of £380 million, which reduces
the deficit. A further £300 million has been
retained by Whitbread for the purchase and
brand conversion of 19 hotels in Germany in
February 2020.
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Return on capital | consistently delivering above cost of capital

2018/19 2017/18 Change
Premier Inn (before unallocated central costs) 12.7% 13.4% (70)bps
Continuing operations 12.2% 12.5% (30)bps
Continuing and discontinued operations 15.6% 15.4% 20bps
Impact on the Group of capital invested
for future openings (130)bps  (110)bps 20)bps
IFRS 16 - Balance sheet impact
Add lease Add right-of-
Pre- liabilities use asset Post-
IFRS 16 (+/-100)* (+/-100)* IFRS 16
Total assets £7,904m - £2,100m £10,004m
Total liabilities £(1,702)m £(2,500) - £4,202)m
Net assets £6,202m £(2,5000m £2,100m £5,802
IFRS 16 - Income statement impact
Add
depreciation
Pre- Remove &interest Post-
IFRS 16 rent (+/-100)* IFRS 16
EBITDAR £795m - - £795m
Rent and depreciation £(329)m £169m £(90)m  £(250)m
Underlying operating profit £466m £169m £(90)m £545m
Net finance costs £(28)m - £(110)m  £(138)m
Underlying profit before tax £438m £169m  £(200)m £407m
Key performance measures under IFRS 16
Pre- Post- Range of
IFRS 16 IFRS 16 outcomes
EBITDAR £795m £795m -
Underlying operating profit £466m £545m £10m
Underlying profit before tax £438m £407m £10m
Statutory profit before tax £260m £229m £10m
Underlying basic earnings per share 193.2p 176.2p 5p
Statutory basic earnings per share 115.2p 98.2p 5p

Whitbread agreed to
make accelerated
contributions to the
Whitbread Pension
scheme of up to
£380 million




Due to the opportunities for future growth,
Whitbread will retain £500 million to de-
leverage in the short-term, providing sufficient
future leverage capacity. This enables up to
£2.5 billion in surplus capital to be returned

to shareholders, unless more value creating
alternatives arise. A share buy-back programme
commenced in January 2019, with the intention
to repurchase up to £500 million of shares by
May. By the year-end, 3.5 million ordinary shares
were purchased and held as Treasury shares,

of which 3 million have subsequently been
cancelled in the new financial year.

Whitbread intends to return up to £2 billion
through a tender offer to be launched in June
2019, subject to approval by shareholders. A
tender offer enables shareholders to tender
their shares for purchase at a specified price (or
within a price range), over a specified period of
time. Shareholders can choose how many of
their shares to tender. At this stage, Whitbread
intends to pursue a “variable price” tender offer,
with the price range based on the volume-
weighted average price of Whitbread’s shares in
a short period up to and including closing of the
tender offer at the point of completion. Any
surplus capital following the tender offer will be
reviewed and the appropriate manner to return
to shareholders will be considered.

IFRS 16 Leases | Non-cash impacts upon
application in FY20

The new accounting standard for leases will be
implemented during FY20, with full adoption for
the FY20 interim results. Whilst there will be a
significant impact on the statutory income
statement and balance sheet, there will be no
change to Whitbread’s cashflows and its
growth plans, including the ongoing disciplined
approach to capital allocation. Furthermore, no
detrimental impact is expected to Whitbread’s
covenants or ability to satisfy its liabilities.

IFRS 16 - Summary of changes and impacts
Under IFRS 16, lease liabilities and associated
‘right of use’ assets are recognised on the
balance sheet using discounted cash flows. As
many of Whitbread’s leases are long property
leases, these changes will significantly increase
both total assets and total liabilities, and have a
material impact on key performance metrics,
including earnings per share.

In the income statement, rental charges for
operating leases are replaced with depreciation
of the newly recognised asset and interest on
the newly recognised lease liability. This in turn
will impact some of Whitbread’s key reporting
measures, including underlying operating profit,
which will increase as a pre-interest measure,
and profit before tax, which will decrease as a
disproportionate amount of interest is applied at
the start of a lease.

Key performance measures under IFRS 16
Under IFRS 16, EBITDAR will not be impacted and
will therefore provide a good indicator for
continuing operating performance. In addition,
certain adjustments will be required to ensure the
important return on capital measure remains a
meaningful and consistent metric going forward.

Strategic report

"Whithread. has significant
structural gron/ o/vparzfundtées
in the UK and Gerwany with
confidence in its /Dlams."

Whitbread intends FY20 outlook

to return up to Whitbread is confident in its plans given the
significant structural growth opportunities in the

E 2b n UK and internationally. Investment will continue
in order to maintain Premier Inn’s competitive

of the Costa sale advantages and to capitalise on these structural

proceeds through opportunities. The UK environment remains

a tender offer in the subdued and sustained inflation continues to be

summer of 2019 a significant challenge. At this stage in the new

financial year it is too early to know how business
confidence and its impact on the market will
evolve. However, given Whitbread’s strong
balance sheet, efficiency programme and robust
business model, it is in a strong position
compared to its competitors.

There has been a further weakening in market
demand since the start of FY20, particularly in
the regions where most of Premier Inn’s hotels
are located. Regional midscale and economy
market total sales were down 1.5% in March and
RevPAR was down 4.4%; a weaker performance
than we had expected at the time of our

FY19 third quarter trading update in January.
Whitbread is therefore planning on the following
assumptions for FY20:

« Weak UK market RevPAR, especially in the
regions;

¢ Greater investment in the UK, including
capacity addition of 3,000-4,000 rooms;

* Some operational dis-synergies of around £10
million following the sale of Costa;

* Good progress with the efficiency programme
expected to deliver savings of £40-50 million,
but £20-30 million lower than higher cost
increases of approximately £70 million; and

*« German losses expected to be approximately
£12 million as we invest to support the ¢.2,500
rooms that will open during FY20.

Despite the short-term challenges outlined,
Whitbread’s ongoing disciplined allocation of
capital and focus on executing the strategic plan
will ensure Premier Inn continues to win market
share from the declining independent hotel
sector in the UK and Germany, delivering
sustainable growth in earnings and dividends and
a strong return on capital over the long-term.

Nicholas Cadbury

Group Finance Director
29 April 2019
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Stakeholder engagement

Workforce engagement

During the year we set up the Whitbread
Employee Forum, which is designed to give
our teams greater levels of involvement in
shaping some of our strategic plans and
major decisions. The forum is made up of
employees who were elected from different
functions and parts of the Company, and
these elections will take place every two
years. The Chair of the Support Centre
Employee Forum, currently Mark Anderson,
Managing Director of Property and
International, will also be elected every two

years from the Whitbread Executive
Committee. The forum will meet once a
quarter, in line with the Company’s annual
strategy cycle, and the representatives
circulate information to their relevant
functions after each meeting. The main aim
of the forum is to represent the voice of
employees across all functions and to
increase employee involvement. It will deal
with issues where there is likely to be a
significant impact to our teams. Members
of the forum will give a presentation to the
Board this year aimed at helping the Board
to stay connected to the workforce.

Working parallel to the Employee Forum is
the Support Centre Workplace Forum. This
was set up in October 2017 to help drive
improvements in the workplace, specifically
the Whitbread campus in Dunstable. It is
made up of representatives across the
different support centre teams and
buildings, and its main aim is to ensure that
there is a regular two-way conversation
about facilities and technology. The forum
meets once a month. More information on
workforce engagement can be found on
pages 30 and 31. In addition, the YourSay
survey is an important engagement tool.
Details can be found on page 32.

Investor engagement

The Board is committed to ensuring there
is continued sufficient and effective
communication and engagement between
the Company and our investors through
various different means throughout

the year:

Interaction with all investors

¢ The Company’s website
(www.whitbread.co.uk), where
information and news is regularly
updated.

¢ The Annual Report and Accounts,
which sets out details of the Company’s
strategy, business model and
performance over the past financial year
and plans for future growth.

e Presentations of full-year and interim
results to analysts and shareholders, that
are also available to live stream on the
Company’s website.

Interaction with all shareholders

¢ The Annual General Meeting, where
all shareholders can vote on the
resolutions proposed and put questions
to the Board and executive team.

e Electronic communications with
shareholders including use of the
online share portal.

Interaction with institutional shareholders

¢ The Chief Executive, Group Finance
Director and Director of Investor
Relations hold meetings with institutional
investors following the full-year and
interim results.

e The Chairman meets with institutional
shareholders on request.

The Chief Executive and Group
Finance Director also meet with investors
on request.

e The Board receives updates on the
views of major shareholders from the
Company’s brokers.

On top of the usual methods of
engagement between the Company and
its investors, there were some additional
interactions this year:

Consultation with shareholders

¢ A formal consultation was held with
shareholders regarding the new
Performance Share Plan announced at
the June AGM.

¢ All top 20 shareholders and proxy
advisory firms were consulted at least
once over a four-week period.

Investor meetings following

announcement of the Costa sale

¢ Over 600 investor meetings were held
after the announcement of the Costa
sale, which included a discussion on
the different options available for return
of capital.

¢ There was an additional General Meeting
held in October.

Capital Markets Day

¢ A Capital Markets Day was held in
February and there was a live webcast
of the day’s presentation available on
the website.

O

Supplier engagement
There are a number of ways
that we engage with suppliers,
including the annual Whitbread
Supplier Conference, which
includes category-specific
events and talks from
Whitbread senior leaders.

We also hold regular meetings
with key suppliers to monitor
performance, share information
and identify mutually beneficial
opportunities. We undertake
significant due diligence on our
suppliers and have an ethical
audit programme.

Pension Trustee
engagement

A Company representative
attends the Pension Trustee’s
Funding & Investment and
Benefits Sub-Committee
meetings. Attendance enables
an understanding of planned
investment changes and, where
appropriate, to provide a
Company view. In addition, the
Group Finance Director attends
a Trustee meeting annually.
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Community engagement
Community engagement is an
important focus for Whitbread,
and further information on how
we achieve this can be found
throughout this Annual Report,
highlighted with the Force for
Good ‘Community’ logo.

Customers

We carry out a number of
guest satisfaction surveys.
More information can be found
on page 40.



Non-financial information statement

Strategic report

As the UK’s largest hotel company, we have a responsibility to focus and lead on our most important people, social and

environmental issues. We aim to comply with the new non-financial reporting requirements contained in sections 414CA and
414CB of the Companies Act 2006. The below table, and information it refers to, is intended to help stakeholders understand
our position on these key non-financial matters.

Reporting requirement

Anti-corruption and
anti-bribery

Employees

Environmental matters

Human rights

Privacy

Social matters

Policies and standards which govern
our approach

Anti-Bribery Policy

Code of Conduct

Gifts and Hospitality Policy

Premier Inn and Restaurants Competition
Compliance Guidance

Speaking Out Policy

Code of Conduct

Disability Awareness Policy

Equal Opportunities Policy

Gender Pay Gap Report 2018

Health and Safety Policy - statement of intent
Human Trafficking Positioning Statement
Speaking Out Policy

Modern Slavery Statement 2018/19

Commodity Policies: Palm oil, Timber, Meat
(beef, pork), Fish, Cotton, Coffee

Premier Inn Environment Policy
Responsible Sourcing Policy

Restaurants Environment Policy

Code of Conduct

Commodity Policies: Palm oil, Timber, Meat
(beef, pork), Fish, Cotton, Coffee

Disability Awareness Policy

Equal Opportunities Policy

Human Rights Policy

Human Trafficking Positioning Statement
Modern Slavery Statement 2018/19

Code of Conduct
Customer Privacy Policy
Data Protection Policy
Employee Privacy Policy

Gender Pay Gap Report 2018
Responsible Sourcing Policy

Description of principal risks and impact of business activity

Description of the business model

Non-financial performance indicators

See for additional information

* Winning teams, pages 31to 37
* Corporate governance, pages 56 to 65
¢ Audit Committee report, pages 66 to 69

¢ Group HR Director’s review, pages 30 to 31

* Winning teams, pages 31to 37

e Force for Good, pages 46 to 49 and sections
highlighted with Force for Good logos

e Strategic progress, pages 12 to 17
e Force for Good, pages 46 to 49 and sections
highlighted with Force for Good logos

¢ Group HR Director’s review, pages 30 to 31

¢ Winning teams, pages 31to 37

¢ Customers, pages 40 to 43

¢ Force for Good, pages 46 to 49 and sections
highlighted with Force for Good logos

* Winning teams, pages 31to 37
¢ Corporate governance, pages 56 to 65

¢ Group HR Director’s review, pages 30 to 31

* Winning teams, pages 31to 37

e Customers, pages 40 to 43

¢ Force for Good, pages 46 to 49 and sections
highlighted with Force for Good logos

¢ Principal risks and uncertainties, pages 52 to 55
e Our business model, pages 10 to 11

¢ Key performance indicators, page 3
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Consistent
standards

Dominic Brown joined Whitbread following
four years’ service in the British Army, before
an accident resulted in a medical discharge.

Following his discharge, with exemplary conduct,
he returned to the UK. He held many different
roles but struggled to settle, with none offering
the fast-paced progression on merit and sense
of belonging to something big without being lost
as a number. Dominic joined Whitbread as a
member of our housekeeping team and through
the coaching and development that he has




received, he has found the stability and
progression, through the training and
development that Whitbread offers, and
represents Premier Inn with the highest standards.

Housekeeping team

We aim to put the customer at the heart of
everything we do, and to ensure this is the
case, we employ very strict, consistent brand
standards at all of our hotels. These standards
encompass every part of the guest experience,
from the welcome when they arrive, to the bed
and bathroom when they enter the room,
through to their breakfast the next morning.

Our housekeeping team are an integral part of
our operations and ensure that every customer
in every site is greeted with the same consistent
high standards when entering each room. The
same site operating procedures are used at all
of our sites and we have a number of quality
control mechanisms in place to make sure our
operational teams are always delivering to the
standards we expect.

One of the main ingredients of a good night’s
sleep is a great bed. Our operational teams are
measured on the delivery of the brand in every
single business and we have a relentless focus
on ensuring the experience gap for our guests

Delivering consistency across
more than

/3000

Premier Inn rooms

-

is as tight as possible through our

rigorous approach to quartile performance
management. This approach also helps us
identify any areas that require further
improvement or investment.
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Strategic report

Group HR Director’s review

A year of
extensive
change

Louise Smalley
Group HR Director

We recognise and value the contribution that
our 35,000+ team members make to providing
outstanding service to our millions of guests
and customers.

Creating a working environment where our
team members can provide outstanding
service to our customers continues to be a core
strength for Whitbread. We continue to invest
in building and developing our 35,000+ team
members, from our customer-facing teams
through to our most senior leaders.

This year we have had a huge transformation
as a business with the sale of Costa. However,
our fundamental beliefs and values remain the
same and continue to hold strong throughout
the organisation. These are reinforced through
our performance processes. Our Customer
Heartbeat model continues to be the bedrock
of our business and we are committed to
creating teams who put the customer at the
heart of everything they do, striving for
customer loyalty. Our teams are driven to be

a force for good in their communities, and
consistently demonstrate our aims to enable
people to live and work well.

2018/19 has seen positive results for Whitbread
whilst navigating a year of extensive change,
and we have continued to work with all our

line managers to support our teams throughout
the year.
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overall team engagement

Whilst our strategy remains the same, the shape
of our business has adapted following the sale
of Costa. In order to set ourselves up for success
as a focused hotel business we have implemented
a simpler Support Centre structure, so that we
can effectively and efficiently support our UK
hotels and restaurants, as well as our exciting
new pipeline of hotels in Germany. This new
structure will create a more agile Support
Centre, focused on delivering critical projects
efficiently and ensuring that we execute things
brilliantly to best serve our team members

and guests.

Whitbread has been recognised as a ‘Top
Employer’ by the Top Employers Institute for
the ninth year running. The accreditation
involves a comprehensive analysis of our people
practices across all our operational teams and
Support Centre in areas such as diversity and
inclusion, talent management and learning and
development. We are exceptionally proud of
this achievement, as organisations must have
the highest standards of excellence across

a range of employee conditions to qualify.

However, we are not complacent and to ensure
we remain focused on our core people
strategies, we have continued to:

e retain our Winning Teams;

* engage and enable our Winning Teams
in two-way dialogue; and

e create a 'no limits to ambition” environment.

Retaining our Winning Teams

2018/19 has been a more challenging year
across our hotels and restaurants, with the team
retention score declining slightly versus last
year. This has been driven by a combination of
both external factors, such as the uncertainty
surrounding Brexit, as well as internal change
programmes, including the creation of optimal
site management structures across both the
hotel and restaurant operations. We have a
robust plan for 2019/20 to deliver targeted
interventions in support of our management
teams as they work to improve their retention
scores in the year ahead.

Team retention is a critical priority for the
business. Our extensive research into the drivers
of team retention shows us the significant
benefit of what we call ‘manager stability’ -

a strong, quality line manager in a site or team
can be shown to correlate significantly with
team continuity and guest experience. Therefore,
at the heart of our people strategy is the
investment in pay, skills training and talent
planning to ensure that every single one of our
hotels and restaurants is run by a high quality
and confident manager.

Engaging and enabling our

Winning Teams in two-way dialogue

We understand that giving our teams a
meaningful voice is critical to ensuring that we
are giving them the support and development
they need. Across Whitbread 84% of our team
members took part in our annual engagement
survey, YourSay, which included Costa.



Executive Committee

Board Directors

® 6 Male
® 4 Female

All Whitbread
employees

Direct reports to the
Executive Committee

® 33 Male
@ 22 Female

® 12,935 Male
@ 22,699 Female

Although our overall ‘engagement’ score has
decreased by 3%pts to 75%pts, our survey
partner Korn Ferry has confirmed that
Whitbread still performs ahead of our sector.
However, we recognise there is more work to do
and this will be a key focus over the next year.
Whitbread maintained its enablement score of
81%, which is a measure of whether our teams
feel equipped to do their job.

We announced last year our intention to
introduce Employee Forums across all our
business units to ensure that the employee
voice was heard extensively all the way up to
the Board, and we have already held our first
cycle of meetings. Whitbread recognises the
value that a diverse team perspective can add
to the development and implementation of
initiatives. I am proud of the work we have done
to establish these forums and create a space for
our teams to have direct involvement in shaping
some of our strategic plans and major decisions.
This gives us the opportunity to be informed by
the views of our teams and to be transparent
about how decisions are made.

We also ran our successful executive
development programme called ‘SPRINT’;
designed to offer our future senior managers
an opportunity to collectively influence and
shape Whitbread'’s future direction. The
programme aimed to deliver high impact and

immersive learning experiences that rapidly shift

thinking on both complex business problems
and leadership.

0.0%

reduction in the Gender
Bonus Gap from 61.94% in
2017 to 55.34% in 2018

We have put diversity at
the core of our people
plan and continue to
focus on becoming the
most inclusive business
hospitality

Strategic report

Creating a ‘no limits to ambition’ environment
We have put diversity at the core of our people
plan and continue to focus on becoming the
most inclusive hospitality business. We
recognise that creating a diverse and inclusive
culture brings significant business benefits and
ultimately leads to better business performance.
We are aware that, following the sale of Costa
to The Coca-Cola Company, our remaining
Whitbread business is less diverse than it had
been previously. Whilst our new baseline is in
line with our benchmark understanding of the
hotels and property sectors, we are very
conscious of the need to ensure our diversity
and inclusion agenda is energising and
impactful, in order for us to achieve our
strategic goals.

Our Executive Committee have each agreed

to personally take a sponsorship role for
different representative groups including
gender, LGBT, BAME and disability. We have
also established a very strong set of diversity
champions and steering committees within our
operational teams.

The results of our second Gender Pay Gap
report for 2018 is 12.68% which has risen
marginally by 0.03% against our pay gap of
12.65% in 2017. This is driven by the gender mix
in our employee workforce, where there has
been an increase in the number of female
employees in our hourly paid roles from 65%
last year to 66%. We have started to see some
encouraging progress in our key underlying
measures including a reduction in the Gender
Bonus Gap from 61.94% in 2017 to 55.34% in
2018. There is still much more to do to ensure
that men and women are equally balanced
within the business. For senior vacancies, we
are working hard across our recruitment activity
to attract and select a mandated diverse
range of candidates. We have targeted activity
which spans reviewing our selection processes
for gender bias language, to unconscious

bias training.

Addressing flexible working practices is a
critical enabler to attracting and retaining key
populations, including women. We have seen
a material uptake in flexible working within our
Support Centre.

Using the Hampton-Alexander review method,
a breakdown of the Directors of Whitbread,
Executive Committee, direct reports to the
Executive Committee and all Whitbread
employees by gender as at 28 February 2019
is set out on this page.

Louise Smalley
Group HR Director
29 April 2019
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Winning teams

At Its heart,
Whitbread
IS all about

people

We employ over 35,000
team members across our
brands. It is our Winning
Teams that make every day
experiences special for our
customers, so they return
time and time again. That’s
why ensuring our people feel
invested in and supported

is important to us.

Listening to our Winning Teams -

some highlights

The YourSay survey uses a tested measure

of ‘engagement and enablement’ which,
coupled with the response rate, helps us to
understand how our people feel about working
for Whitbread and what we can do to make

it better.

Our Premier Inn Germany team received a
high engagement score of 85%. To maintain
these great results, our Germany team has
conducted meetings with every department
to create action plans, which are now reviewed
with the teams on a quarterly basis. The team
has also launched our ‘Beekeeper’ App, an
internal social media app that makes it easy
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Our 2018 YourSay results:

3 /%

of our team members feel
they have received the
correct training to do their
jobs well

38%

believe their team works
together to deliver the best
service for our customer

80%

are in jobs that suit their
skills and abilities

/8%

do not experience barriers
to do their job well

/8%

are satisfied with
opportunities for learning
and development

Y - e

”Acmss all my roles
[ueloved the pecple
(ve worked with _
they are. the most

intportant elewent
o our business’

to quickly exchange information between
team members, such as important events
and best practice.

To further our commitment to employee
engagement, this year has seen us introduce a
Whitbread Employee Forum to represent the
voice of all employees across the UK business.
Employee Forum representatives are
self-nominated and elected by their peers

to represent those who do the same or

similar work within the organisation. Our
focus this financial year has been to lay strong
foundations for a consistent process by

which to engage with our teams and to
effectively channel employee voice. We held
elections across the UK over the summer of
2018, followed by a programme of training for
the newly elected representatives, with the
first stage of meetings already having

taken place.

Recognising and rewarding our

Winning Teams

We are focused on local manager
empowerment to deliver timely, meaningful
and engaging team member recognition.
Throughout 2018/19, £630,000 was issued to
local managers for recognition of exceptional
performance. A total of £484,000 was also
awarded, through our ‘My Rewards’ portal

to our Winning Teams, rewarding great
guest experiences and outstanding sales
performance. We have also commenced
simplifying our reward structures as part of
our ongoing plans to streamline and reduce
complexity for our teams in understanding
their overall reward.



Developing our Winning Teams

At Whitbread, we are committed to actively
seeking opportunities to develop our teams.
Our structured learning is specific to every
operational role, so everyone is set up to be
confident, knowledgeable and capable to
succeed in their role with the right skills.

This year, we launched our new Management
Development programmes to support our
ambition of sourcing 80% of vacancies from
our internal talent across Premier Inn and our
restaurants. The programmes are designed to
offer career pathways from team member roles
through to General and Hotel Manager roles.
We are pleased to see that out of 450 team
members who participated in the programme,
58% of them have so far secured their

next professional role as a result. We have

a further 200 delegates continuing their
development journey.

The launch of our Premier Inn Skills Matrix

has been an exciting addition to Premier Inn’s
operational learning and development
curriculum. This breaks down the skills and
knowledge required for each role within Premier
Inn, ensuring that every team member can grow
and contribute from any start point and are set
up for success. To date we have launched the
Skills Matrix to over 11,000 of our team
members, with great success and positive
feedback, and we are currently working towards
a full launch alongside a new Premier Inn
induction in 2019/20.

450

team members who
participated in the
management development
programme

O

Our Management

Skills training team
supported the
operational structure
changes in both
Premier Inn and our
restaurants and to focus
development in new
roles as they were
introduced

Strategic report
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Confidence to succeed

Georgie Fleming joined Whitbread six years
ago as a team member. She decided that an
apprenticeship would be a great route for her,
so joined our Level 4 Apprenticeship in
Hospitality Management, whilst working as a
reception team member. Working in a Premier
Inn gave her the autonomy to deal with
problems or guest issues on her own, giving
her the confidence she needed to succeed.

Georgie heard about opportunities through
her apprenticeship, by networking with other
employees of Whitbread and learning about
the other roles that were available.

“I wanted to run my own hotel one day, so |
decided to begin my apprenticeship with
Premier Inn. I've always thought one of the
brilliant things about Whitbread is that you
can achieve so much without the need of
formal qualifications. You also have the
opportunity to move across brands if you
want to. Across all my roles I've loved the
people I've worked with - they are the most
important element of our business”.

Our Food and Beverage Skills Academies have
continued to play a critical role in the training
and development our teams, empowering them
to learn the skills needed to deliver great food
quality, in kitchens designed for learning.

Premier Inn Germany has continued to invest

in development programmes for team members
and managers as our hotel business grows. We
established our ‘train the trainer’ programme,
which prepares capable employees to deliver
on-the-job training. We use this format to
prepare potential skills trainers for opening
hotels or hotel coaches who support training
delivery in the hotel. We have also held
coaching sessions for future hotel managers,
covering important leadership themes which
can be applied directly to their daily operations.
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