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Whitbread Group PLC

Strategic report

Introduction
Our unique, vertically-integrated, approach has enabled Premier Inn to grow at a faster pace than the market, deliver a consistently
superior customer experience and generate a strong return on capital for shareholders.

As we emerge from the COVID-19 pandemic, Whitbread is well positioned in the UK and Germany, both of which are
structurally attractive budget hotel markets with significant growth opportunities.

Whilst the pandemic had a significant impact on our markets throughout the financial year, our robust operating model allowed us
to take the necessary actions to steer the business through the crisis, while staying true to our Force for Good beliefs, leaving us in
a strong position as we look forward to better times ahead.

Our strategy is to provide sustainable long-term value for our shareholders by growing our successful Premier Inn and restaurant
brands in structurally attractive markets, whilst delivering a good return on capital. Our three strategic priorities are: to innovate
and grow in the core UK market; to focus on Premier Inn’s strengths to grow internationally and to enhance capabilities to support
long-term growth.

Premier Inn currently operates 800+ hotels in the UK (78,718 rooms) and is looking to continue its expansion into Germany through
a combination of organic growth and acquisitions. It currently has a German pipeline of 8,420 rooms across key cities. Further
details can be found in the Strategic Report of the Annual Report and Accounts of Whitbread PLC for the year ended 25 February
2021. The financial year represents the 52 weeks to 25 February 2021 (prior financial year: 52 weeks to 27 February 2020).

Business Review
Group adjusted’ loss before tax was £663.4m (2019/20: profit of £368.1m). Group statutory loss for the year was £930.9m
(2019/20: profit of £225.9m).

At 25 February 2021, net debt was £46.5m (2019/20: £322.9m).

Robust response to COVID-19
Our sure-footed response to the COVID-19 pandemic has focused on looking after the health, safety and wellbeing of our teams
and customers, while taking quick and decisive action to protect the business and position it for recovery and long-term success.

The COVID-19 pandemic has hit the hospitality sector particularly hard. Our restaurants were closed for large periods of the year
and our hotels in the UK were in some cases closed and in other cases only allowed to open for essential business travellers and
key workers. Changes to the rules have often been announced at short notice and our teams have had to be extremely agile in their
response in order to comply with the latest requirements. The situation in Germany has closely mirrored the UK.

During this period, we have prioritised the health, safety and wellbeing of our teams and customers. This included the introduction
of Premier Inn CleanProtect, our enhanced hotel hygiene promise to help guests stay with confidence. It further enhanced our
already stringent hygiene standards with new procedures in line with both the World Health Organisation and the European Centre
for Disease Control recommendations.

Liquidity and debt funding facilities

Whitbread entered the financial year with a strong balance sheet, low leverage and good liquidity. In response to the COVID-19
situation, the Group’s ultimate parent company, Whitbread PLC executed a £1.0bn Rights Issue in June 2020 and provided
funding to the Group to help protect its balance sheet, replace the expected cash outflow whilst Government restrictions were in
place, and provide liquidity to invest in the business during the recovery. The Group further enhanced its financial position
through a £550.0m Green Bond issuance in February 2021, the proceeds of which provide funds to invest in Whitbread’s ESG
programme, with the cash also providing liquidity to repay the outstanding US Private Placement notes.

During the year, the Group was confirmed as an eligible issuer under the UK Government’s Covid Corporate Financing Facility
(CCFF), with an issuer limit of £600.0m. The Group’s strong liquidity position meant this facility was not required, and the
Group’s eligibility has subsequently expired. The business is also backed by a valuable freehold property estate.

* Alternative performance measure — see page 11 for further detail
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Strategic report (continued)

Liquidity and debt funding facilities (continued)

The Group announced in May 2020 that an 18-month waiver for debt and interest related covenants had been accepted by lenders
for the Revolving Credit Facility and the US private placement debt, meaning that existing covenants would next be tested in
March 2022. Subsequent to this, Whitbread reached an agreement with its relationship banks in February 2021 to extend the final
maturity date of its Revolving Credit Facility from September 2022 to September 2023, and to extend the covenant waiver period
by 12 months, meaning the financial covenants will not now be tested until March 2023, at which point new covenant targets will
be introduced, being:

. March 2023: Net Debt/EBITDA < 5x, EBITDA/Interest >2.0x
. August 2023: Net Debt/EBITDA < 4.5x EBITDA/Interest >2.0x

The Revolving Credit Facility size, which is currently £950.0m, will step down to £850.0m at 29 December 2021 and to £725.0m
at 7 September 2022. The additional requirements outlined in the original waivers announced on 21 May 2020, including an
obligation to retain £400.0m liquidity headroom, no more than £2.0bn of net debt and to not declare or pay dividends, will remain
* for the duration of the extended waiver period to March 2023. However, these additional waiver period requirements can be
removed if the Group demonstrates compliance with the original covenant tests, being Net Debt/EBITDA < 3.5x and
EBITDA/Interest >3.0x.

During the period, £75.1m of US private placement notes that matured in August 2020 were repaid, and the Group announced its
intention to repay the 2021 and 2022 notes (£25m and $93.5m respectively) on their scheduled maturity dates of 6 September
2021 and 22 January 2022. Following the successful issuance of £550.0m Green Bonds in February 2021, the £200.0m 2027 US
private placement notes were repaid early on 26 March 2021 incurring £21.2m make-whole costs.

Following the Rights Issue and the debt financing, at the year end the Group had £1,256.0m of cash on deposit and was undrawn
on the £950.0m Revolving Credit Facility. The Group’s strong balance sheet, with access to over £2.0bn of liquidity, and the
potential to access funding through our freehold estate means the Group has financial flexibility, with good headroom to the
temporary covenants.

The maturity of the Group’s facilities is set out in note 19 to the consolidated financial statements.

Premier Inn UK

Premier Inn UK statutory revenue was down 71.8% year-on-year reflecting the significant COVID-19 restrictions that were in
place for the majority of the year. Total accommodation sales were down 70.4% and total food and beverage sales were down
74.4%. Our hotel and restaurants were temporarily closed, in-line with Government guidance, from the end of March until the
start of July, with the exception of 39 hotels which were kept open to provide accommodation for NHS staff and other key
workers. During this first lockdown period, total revenue was down 99%. From 4 July, hotels in the UK were permitted to accept
non-key worker guests, and restaurants were allowed to reopen. Our operating model, whereby revenues contribute to fixed costs
at low levels of occupancy, as well as our learnings from the 39 hotels kept open during the first lockdown, ensured we were able
to reopen quickly and ahead of the market.

Post reopening, occupancy levels steadily grew through the summer, reaching 51% in August and 58% in September. Demand
was strong in seaside and tourist areas, with occupancy levels of almost 80% during August and September in those locations.
During this period, restaurant sales were boosted by the Government’s Eat Out to Help Out Scheme which contributed towards the
price of meals on every Monday, Tuesday and Wednesday throughout August. During October, the UK Government began to
reimpose restrictions, with the initial introduction of a tiered system followed by a second lockdown in England from 5 November
to 2 December that prohibited all leisure and non-essential travel. The impact of these restrictions saw occupancy levels fall from
52% in October to 35% in November. December saw increased tiered restrictions followed by a third UK lockdown that
commenced at the beginning of January, resulting in our hotels again only being permitted to accommodate essential business
stays, and all our restaurants being closed.

Other income increased to £142.5m from £13.6m, reflecting the £138.3m benefit from the UK Job Retention Scheme. Operating
costs reduced by 32.2% to £861.7m, driven by a reduction in revenue related variable costs (primarily food and beverage costs of
sales), the £117.8m benefit of the Government’s business rates holiday, and the impact of cost initiatives including the
postponement and cancellation of all non-essential costs.
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Strategic report (continued)

Premier Inn Germany

Premier Inn’s aim is to be the number one budget hotel operator in Germany, by leveraging the strengths and capabilities of the
UK business. Our current open and committed pipeline of 13,300 rooms in Germany equates to around 1% share of the market in
2019 (compared to c.11% in the UK). We continue to grow our German pipeline and believe we have a long-term line of sight to
over 60,000 rooms, which would equate to around 6% market share, still only around half of that achieved in the UK. This growth
will be achieved through both organic and inorganic investment.

Total statutory revenue in Germany was down 2.5%, with the impact of COVID-restrictions offsetting the material growth in the
size of the hotel estate. Germany has been subject to similar restrictions as the UK, albeit in a more complex framework of
national and federal restrictions, with limited business travel and no leisure travel permitted for large parts of the year. We entered
the financial year with six operational hotels, that were trading well, ahead of the enforced lockdown at the end of March. During
the lockdown period, we took the opportunity to refurbish and rebrand 13 of the Foremost hotels that were acquired in February
2020, meaning that when permitted by the German Government in May, we were able to reopen a total of 19 hotels. Following
this reopening, performance in Germany was stronger in tourist-led locations such as Hamburg and Freiburg and weaker in those
locations with a traditionally higher business mix. The increased size of the open estate helped drive total sales growth in
September of 58%. However, as in the UK, increasingly onerous restrictions were implemented from October and through to the
end of the financial year, resulting’in very low occupancy levels across the market, and occupancy in Premier Inn reducing to
9.9% in Q4. In December we completed the acquisition of 13 hotels from the Centro Group, and have subsequently taken
advantage of the low demand environment to accelerate their refurbishment and rebranding to Premier Inn.

Cash generation

Total net cash inflow for the year was an increase of £748.1m after accounting for the £981.0m net proceeds of the Rights Issue
that completed in June 2020, the £546.8m Green Bonds net proceeds in February 2021, and the repayment of £75.1m of US
private placement notes in August 2020. Cash used in operations of £225.9m, reflects the significant decline in revenue as a result
of COVID-19 restrictions and subsequent subdued market demand, and the continued investment in the business.

Future likely developments
For details of these please refer to the likely future developments section of the Directors' report.

Risks and uncertainties

The Whitbread PLC Board has ultimate responsibility for risk management throughout the Group and determines the nature and
extent of the risks Whitbread is willing to take to achieve its objectives. Risk is managed proactively by the Executive Committee.
Certain responsibilities, such as overseeing the systems of risk management and internal control, have been delegated by the
Board to the Audit Committee, which completes an annual review of the effectiveness of these processes. The business units
complete an annual review of the risks to the achievement of their strategic goals, whilst also taking into account the key
operational risks, which are updated regularly. A robust top-down risk assessment is also completed to capture the Board’s views
on the principal risks facing Whitbread and its risk appetite for each. Actions required to manage these risks are monitored and
reviewed on a regular basis. Emerging risk themes and trends from industry and professional bodies, and peer networks, are
collated and reviewed biannually by the Executive Committee and managed through the risk management framework as
appropriate. The principal risks identified, together with a summary of key mitigations are summarised below.
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Risk Key mitigations Strategic Risk Movement
priorities! appetite | vs prior
year
Pandemic
Following the lockdowns in the UK » Safeguarding our guests and team members is our 01,02,03 NA No change
and Germany and across the rest of the priority, with COVID-secure standards and related
world, there is uncertainty as to the training programmes implemented across all brands
permanent or long-term structural shift in | along with regular morﬁtoring to ensure compliance with
working practices and reduction in Governmgnt guxdehr}cs:
international travel. The pandemic has » We continue to optimise Government support
accelerated the decline of retail with a packages, taking advantage of the business rates holiday
shift to online shopping resulting in a which has saved the business c£120m in the year and
change to demand led occasions for will save c£40m in the year ahead. We still have
travel and hotel stays. All of these factors | ¢mployees in the UK on temporary furlough and have
will potentially have a combined similar support available in Germany under the
negative impact on returns, cash flow, Kurzarbeit scheme. ) .
and property asset valuations particularly | > We perform extensive scenario modelling to assess the
of sites located in metropolitan areas. impact of the pandemic changes on our financial
facilities, borrowing costs and balance sheet. This allows
us to make informed decisions ahead of time to maintain
headroom.
» Rigorous capital and cost controls are in place across
the business to ensure we can react to the level of
demand in the market.
» We have retained good liquidity through a rights issue
in June 2020, the issuance of a Green Bond in February
2021 and the extension to our revolving credit facility.
Where our financing arrangements contain financial
covenants we have obtained extended waivers, including
with our pension fund, as detailed above.
» No dividend has been declared in order to retain cash
and as a requirement of the financing covenant waivers.
gg ::;::]ll:ﬁ ee c%?]::ﬁ': :lgclcilr:em i:tthee > 'I'l:lere is a rigorous business planning process in place 01,02 N/A Increased
UK and Germany, including the impact which considers many scenarios with appropriate
: e responses.
dﬁg:vnnggx;;’ zsr:lxla;u&’g;dﬁzgl::ged » We have ppdated our supplier base to ing:ludg more .
consumer confidence, an increase in cost local_ sppphers and oper}ed new vyarehousmg in Germany
base inflation and su;;ply chain to minimise supply chain disruption. )
disruption. In order to fund the potential » We continue to make good progress with our
declining cash flows there would be an efficiency programme with discretionary spend and
increasing quantum and cost of maintain rigorous discipline over our capital and cost
borrowing resulting in strain on our spend in the UK. .
balance sheet strength. » We currently have a strong balance sheet with
substantial liquidity and a large freehold property base
giving us the option to enter into sale and leaseback
agreements if required.
. » We have a specialist team and robust Information
Cyber and data security Security Management in place with a wide range of 03 Low No change -

Cyber and data security remains a key
risk as technology and third-party cloud-
based services continue to be subject to
the threat of cyber attacks. A data breach
or attack resulting in operational
disruption could reduce the effectiveness
of our systems. This in tum could result
in loss of income, loss of financial,
customer or employee data, fines and/or
reputational damage.

proactive and reactive security controls including up-to-
date anti-virus software across the estate,
network/system monitoring and

regular penetration testing to identify vulnerabilities.

» A continuous security improvement programme is in
place with regular internal and independent external
review of control effectiveness and Information Security
maturity.

» Our mature risk process and proactive threat modelling
and monitoring allow us to identify and address threats at
the earliest opportunity.

» We have solid compliance foundations across all
countries for data protection and effective collaboration
between Information Security and Data Protection teams
to minimise data risks and ensure compliance with
GDPR.
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Structural shifts

Following the {ockdowns in the UK

and Germany and across the rest of the
world, there is uncertainty as to the
permanent or long-term structural shift in
working practices and reduction in
international travel. The pandemic has
accelerated the decline of retail with a
shift to online shopping resulting in a
change to demand led occasions for
travel and hotel stays. All of these factors
will potentially have a combined
negative impact on retums, cash flow,
and property asset valuations particularly
of sites located in metropolitan areas.

» We perform extensive scenario modelling allowing us
to assess the. impact of various structurat shifts on the
business and enabling us to make informed decisions
going forward.

> To help offset potential structural shifts we are
targeting new customers and new distribution partners,
such as Travel Management Companies, and continually
improving our digital marketing to both leisure and
business to business customers.

» We are continually optimising the customer proposition
around our estate, upgrading rooms and churning
suboptimal sites. We are also taking a cautious approach
to further expansion, beyond our existing pipeline,
slowing signing of new sites in the UK until the
environment is more certain, with our focus shifting to
lower-risk market share trading initiatives.

01,02,03

NA

New risk

Germany growth

The risk is that international expansion in
Germany is impacted by a prolonged
downturn in the German economic
climate or a failure to achieve our market
growth, or cost assumptions making it
harder to achieve a level of return in a
time frame that satisfies shareholder and
analyst expectations.

There is some counterbalance identified
within the risk created by increased
opportunity to acquire sites due to
competitor weakness.

» We are able to use the deep level of skills and
experience used to build the UK business, coupled with
our strong development team in country who are able to
perform detailed and ongoing assessments of the
German market and economic fundamentals at both a
micro and macro level.

» Focus is on developing our strong organic and mergers
and acquisitions (M&A) pipelines and reducing capital
costs through better buying power and haressing
efficiencies and synergies with the UK business.

> A monthly Executive Meeting reviews the German
business in detail, including financial performance,
customer feedback, marketing and operations, and
people, capital and property plans.

High

Increase

Change delivery

The risk that we are unable to
successfully deliver major projects
particularly under time bound pressures
and realise benefits due to high volume
of change. This particularly refers to the
replacement of the legacy CRM system
in the next few years, other commercial
and IT transformation programmes, and
German expansion while embedding new
teams and ways of working.

» To help ensure the successful delivery of change
projects we have enhanced our internal project detivery
expertise and capability, and put in place a robust
assurance management framework coupled with regular
reporting to the Executive Committee.

» We have delivered a series of projects relating to the
changes required to separate Costa from Whitbread and
technical infrastructure moving on to new cloud services
for our financial systems. In addition we have managed
agile and efficient implementation of all the operational
changes required during the pandemic.

01,02,03

High

Increase
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Leadership, succession and

talent hot spots

Decline in desirability of careers in the
hospitality industry due to the impact of
COVID-19 and transferability of
functional expertise, especially in the IT
and digital areas, could lead to a potential
reduction in our talent pool and low
levels of diversity in the sentor leadership
team.

» The success of our businesses would not be possible
without the passion and commitment of our teams.

» Team engagement is fundamental. We monitor this
closely through our annual engagement survey and invest
in ongoing development, wellbeing and engagement
through programmes such as ‘Leading in an inclusive
world’.

» Team retention is a key component of our WINcard and
Annual Incentive Scheme with long-term incentive
schemes in place for senior team members and ongoing
reviews of high-risk areas such as IT and digital
remuneration.

» We are working to recruit new resource directly,
scaling up employer brand proof points, leveraging social
media where appropriate and ensuring we access all
Government schemes to bridge displaced or
disadvantaged people with

opportunities across our operations.

» We champion inclusivity across the organisation and
are looking to improve diversity. We have eight
commitments designed to drive greater diversity through
our recruitment and talent management, and to promote
an even more inclusive environment through continuing
education and sponsorship of relevant networks and
forums.

01

Medium

Increase

Third-party arrangements
Whitbread has several key supplier
relationships that help ensure the
efficient delivery of our multi-site and
Support Centre operations, including IT,
food and beverage, distribution and
laundry services. Withdrawal of services
for one or more of these suppliers or
provision of services below acceptable
standards, or reputational damage

as a result of unethical supplier
practices could cause significant
business interruption.

» We continually review our suppliers and business
continuity arrangements. We expect our suppliers’
practices to be in line with our values and standards.
Suppliers are thoroughly vetted before we enter into any
arrangements to ensure they are reputable and then
monitored through our supplier management
arrangements.

02,03

Medium

No change

Health and safety

Adverse publicity and brand damage due
to death or serious injury as a result of
company negligence or a significant
incident resulting from food, fire or
another safety failure. This could be due
to a failure in safety standards, building
standards, supply chain

provenance, responsible sourcing

or poor hygiene standards.

» The safety of our guests and employees is of paramount
importance. NSF, an independent company, undertakes
unannounced health and safety audits on sites covering
food, fire, COVID-19 and general health and safety
requirements.

» We have robust fire safety policies, procedures, and fire
safety training for our team members. In addition, we
work closely with C.S. Todd & Associates Ltd,
independent fire safety consultants, regarding fire safety
in our hotels.

» We have stringent food safety and sourcing policies
with robust traceability and testing requirements in place
in respect of meat and other products. We invest
considerable resources in employee training along with
allergen information which is also made easily accessible
both online and at sites.

» Health and safety is a measure on the WINcard and acts
as a hurdle for incentive payments. Regular health and
safety updates are provided to the Risk Working Group,
the Executive Committee and the Board.

01, 02,03

Low

No change




Whitbread Group PLC

Strategic report (continued)

Terrorism

Actual or threat of death or injury to
customers, employees or suppliers
and the consequent impact of a
sudden or prolonged downtumn in
demand in key markets and
locations due to being directly
targeted.

» The safety and security of our customers,
employees and suppliers is of utmost importance.
Failure to prevent or respond to a major safety or
security incident could adversely impact our
operations and financial performance. We invest
in ongoing site level training to help identify
hostile reconnaissance activities and to ensure we
have an appropriate response should such events
take place.

The executive team also holds crisis management
exercises to ensure we are prepared for such
events.

01, 02,03

NA

No change

! Strategic priorities key

. 01 — innovate and grow in our core UK business
. 02 - focus on our strengths to grow internationally
. 03 - enhance our capability to support long term growth
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Financial and non-financial key performance indicators

The non financial information statement is on page 58 of the Annual Report and Accounts of Whitbread PLC (the immediate and
ultimate parent company) for the year ended 25 February 2021.

2020721 2019/20

Revenue growth % (71.5)% 1.1%
Revenue £m 589.4 2,071.5
(Loss)/Profit before tax : fm  (1,035.7) 289.8
Adjusted (loss)/profit before tax* £m (663.4) 368.1
Total rooms - UK and Ireland No. 78,700 78,500
Premier ]nn UK occupancy % 29% 76%

Occupancy represents the number of hotel bedrooms occupied by guests expressed as a percentage of the number of bedrooms
available in the period.

Adjusted profit before tax* represents profit before tax before adjusting items. The closest IFRS measure is profit before tax. See
the consolidated income statement for a reconciliation.

* We use a range of measures to monitor the financial performance of the Group. These measures include both statutory measures
in accordance with IFRS and alternative performance measures (APMs) which are consistent with the way that the business
performance is measured internally. We report adjusted measures because we believe they provide both management and
investors with useful additional information about the financial performance of the Group’s businesses.

Adjusted measures of profitability represent the equivalent IFRS measures adjusted for specific items that we consider relevant for
comparison of the financial performance of the Group’s businesses either from one period to another or with other similar
businesses.

APMs are not defined by IFRS and therefore may not be directly comparable with similarly titled measures reported by other

companies. APMs should be considered in addition to, and are not intended to be a substitute for, or superior to, IFRS measures.

The report was approved by the directors on 26 July 2021 and signed on its behalf

|

Nicholas Cadbury
Director
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Section 172 statement

In accordance with section 172 of the UK Companies Act 2006, in its decision making the Board considers the interests of the
Group’s employees and other stakeholders.

The directors understand the importance of taking into account the views of all stakeholders and consider the impact of the
Company’s activities on the communities in which Whitbread operates, the environment and the Group’s reputation. In its
decision making, the directors also consider what is most likely to promote the success of the Group for its stakeholders in the
long term.

The directors understand the importance of their section 172 duty to act in good faith to promote the success of the Company and
the wider Group. When making decisions, the interests of any key relevant stakeholders will always be considered by Whitbread’s
Executive Committee, including employees, suppliers, customers, investors, the community and the environment.

Some examples of how the Executive Committee considers these groups during meetings and discussions include the following:

e  As part of the monthly Key Performance Indicators (KPI) pack, the Committee considers data relating to
customer feedback and team retention, as well as data on shareholders.

e The Group Finance Director gives details on recent shareholder, Pension Trustees discussions, and qualitative feedback
on specific concerns.

¢ The Group HR Director provides detail of relevant employee-related matters.

e The General Counsel reports on key developments on the Force for Good agenda, including work in the community,
charitable fundraising, the environment, plastics and food waste.

e The Chief Executive reports on details of any relevant Government or supplier interaction.

The Executive Committee also takes into consideration the long-term consequences for the whole Group when making these
decisions, making sure the Company conducts its business in a fair way, protecting its reputation and external relationships.

Further information and examples of how Whitbread engages with key stakeholders can be found below.

COVID-19
The Group’s response to the COVID-19 pandemic was the Executive Committee’s biggest focus last year. There were a number
of big decisions made in relation to this, each affecting different key stakeholders.

Employees

Job Retention Scheme payments

The Executive Committee supported the decision to top up payments to furloughed employees above what Whitbread PLC
could reclaim from the Government, because the Board including the Executive Committee understood the importance of
supporting all team members through an extremely hard year for the hospitality sector. Members of the Board and the Executive
Committee agreed to a temporary reduction in pay.

Health and safety measures _
The Executive Committee was briefed on and supportive of the Group’s increased hygiene and social distancing measures during
the reopening of the business, both at sites and the Support Centre, to ensure the safety of our employees.

Welfare

The Executive Committee regularly discussed the welfare of our teams, both the pressures on those working and the
circumstances of those on furlough, and ensured that support would be provided where necessary. The Executive Committee also
supported the Group’s push on mental health wellbeing and awareness, which was a big focus last year.

'Our Voice' network
A network consisting of team members from across the business who help to have a two-way conversation with senior leaders
about shaping business plans and influencing decisions.

Customers
Health and safety measures

The Executive Committee was briefed on and supportive of the Group’s increased hygiene, cleaning and social distancing
measures during the reopening of the business to ensure the safety of our customers when they visited our hotels and restaurants.
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Refunds
The Executive Committee supported the decision to allow a full refund to customers during the pandemic where the hotel was
closed, regardless of which rate they had booked, in order to ensure the Group’s good relationship with customers continued.

Suppliers

Payments
The Executive Committee was mindful of the situation the Group’s suppliers were in following the pandemic and Brexit,
and continued prompt payments where possible to support them.

Pensions Trustees
The Executive Committee was fully updated on the negotiations and the support that it received from both the Pension Trustees in
reaching agreements around the covenant waivers that existed on our Pension Fund.

Government

Lockdown and Job Retention Scheme implications

Directors worked closely with the UK Government advisers, policy makers and regulators during the pandemic, and actively
contributed to decisions and debate on the implications of lockdown and furlough on the hospitality industry.

Force for Good

Whitbread’s Force for Good programme is regularly discussed by the Executive Committee.

Environment

During the year, the Board approved more ambitious Force for Good targets, including a carbon reduction target of net zero by

2040, together with targets to eliminate single-use plastics and reduce food waste.

During the year, 500,000 meals were donated to food banks in the UK (via FareShare), and we have continued our relationship
with Great Ormond Street Hospital (GOSH), with significant sums being raised year on year.

Opportunity
The Executive Committee noted our eight Diversity and Inclusion commitments. This includes a target to have greater diversity in
our leadership population, with targets of 8% ethnic minority and 40% female representation in our top 100 by the end of 2023.
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Directors’ report

The directors present their Annual Report and audited financial statements for the year ended 25 February 2021.

Principal activities
The principal activity of the Group is the operation of hotels and restaurants, located in the UK and internationally.

Dividends
The directors did not declare or pay a dividend in the year (2019/20: £2,750m). No further dividends were proposed (2019/20:
£nil).

Directors
The directors who served during the year and to the date of signing were:

- M Anderson
- A ] Brittain

- N T Cadbury
- L H Smalley

Directors' remuneration and interests in shares
Details of the directors’' remuneration and interests in shares and options to subscribe for shares in the parent Company of the
Group are shown in the Annual Report and Accounts of Whitbread PLC for the year ended 25 February 2021.

Employee involvement
All employee services are provided to the Company by Whitbread Group PLC. For further information on employee involvement
please refer to the Annual Report and Accounts of Whitbread PLC for the year ended 25 February 2021.

Political donations
No political donations were made during the year (2019/20: £nil).

Future likely developments

The Group remains committed to pursuing its ambitious growth milestones. The plan is to grow Premier Inn UK rooms from
78,700 at the year-end with around 13,000 rooms in a committed UK pipeline. The Group's ambition is to reach 110,000 rooms in
the UK. This will be achieved by winning share from independents and other branded hotels. To further fuel growth in the
Premier Inn brand the proposition in Germany is being expanded through a combination of organic growth and acquisitions to
deliver a pipeline of 8,420 rooms across key cities.

For further information on future likely developments please see the business review included in the Annual Report and Accounts
of Whitbread PLC (the immediate and ultimate parent company) for the year ended 25 February 2021.

Employment policies
Whitbread has a range of employment policies covering such issues as diversity, employee well-being, engagement, participation
and equal opportunities.

The Company takes its responsibilities to the disabled seriously and seeks not to discriminate under any circumstances (including
in relation to training, career development and promotion) against current or prospective employees because of any disability. Full
and fair consideration is given to applications for employment made by disabled persons, having regard to their aptitudes and
abilities. Employees who become disabled during their career at Whitbread will be retained in employment wherever possible and
given help with rehabilitation and training.

Financial risk management
Information on the Company’s use of financial instruments, financial risk management objectives and policies and exposure is
given in Note 23 and Note 24.
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Directors’ report (continued)

Going concern

The Group’s and company’s business activities, financial position, borrowing facilities and performance for the year are set
out in the strategic report on pages 4 to 10. The net debt, borrowing facilities and the maturity of those facilities are set out in
note 19 to the consolidated financial statements.

The directors have outlined the assessment approach for going concern in the accounting policy disclosure in Note 2 of the
consolidated financial statements. Following that review the directors have concluded that the going concern basis remains
appropriate.

Directors' indemnity
A qualifying third-party indemnity provision (as defined in Section 236 (1) of the Companies Act 2006) is in force for the benefit
of the directors.

Disclosure of information to auditor

Each of the persons who is a director at the date of approval of this report confirms that:
. so far as the director is aware, there is no relevant audit information of which the Company's auditor is unaware; and
. the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself

aware of any relevant audit information and to establish that the company's auditor is aware of that information.

This confirmation is given, and should be interpreted, in accordance with the provisions of Section 418 of the Companies Act
2006.

Events after the balance sheet date
Information on events after the balance sheet date is provided in Note 33 to the consolidated financial statements.

Reappointment of auditors
The auditor Deloitte LLP are deemed reappointed under section 487(2) of the Companies Act 2006.

The consolidated financial statements of Whitbread Group PLC for the year ended 25 February 2021 were approved and
authorised by the Board of directors on 26 July 2021.

On behalf of the board

| (2

Nicholas Cadbury
Director
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Directors’ responsibilities statement

The directors are responsible for preparing the Annual Report and Accounts in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors

are required to prepare the group financial statements in accordance with international accounting standards in conformity with
the requirements of the Companies Act 2006 and International Financial Reporting Standards (IFRS Standards) adopted pursuant
to Regulation (EC) No 1606/2002 as it applies in the European Union. The directors have also chosen to to prepare the parent
company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law), including FRS 101 Reduced Disclosure Framework. Under company law the directors
must not approve the accounts unless they are satisfied that they give a true and fair view of the state of affairs of the Company
and of the profit or loss of the Company for that period.

In preparing the parent company financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgements and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

. prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Company

will continue in its business.

In preparing the Group financial statements, International Accounting Standard 1 requires that directors:

. properly select and apply accounting policies; -

. present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

. provide additional disclosures when compliance with the specific requirements in IFRS are insufficient to enable

users to understand the impact of particular transactions, other events and conditions on the entity’s financial
position and financial performance; and
. make an assessment of the Group’s ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.

Responsibility statement
We confirm that to the best of our knowledge:

. the financial statements, prepared in accordance with the relevant financial reporting framework, give a true and fair
view of the assets, liabilities, financial position and profit or loss of the Company and the undertakings included in
the consolidation taken as a whole;

. the strategic report includes a fair review of the development and performance of the business and the position of
the Company and the undertakings included in the consolidation taken as a whole, together with a description of the
principal risks and uncertainties that they face; and

. the Annual Report and Accounts, taken as a whole, are fair, balanced and understandable and provide the
information necessary for shareholders to assess the Company’s position and performance, business model and
strategy.

By order of the Board,

| ()

Nicholas Cadbury Alison Brittain

Group Finance Director Chief Executive
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‘FRC’s’) Ethical Standard as applied to listed public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. The non-audit services provided to the Group and
Parent company for the year are disclosed in note S to the financial statements. We confirm that the non-
audit services prohibited by the FRC's Ethical Standard were not provided to the Group or the Parent

Company.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.

3. Summary of our audit approach

Key audit matters

The key audit matters that we identified in the current year were:

Going concern;
Impairment of property, plant and equipment and right-of-use assets.
Impairment of goodwill relating to the Germany cash generating unit; and

Presentation and valuation of the UK Coronavirus Job Retention Scheme
claims.

Within this report, key audit matters are identified as follows:
Newly identified

@ Increased level of risk

@ Similar leve! of risk

@ Decreased level of risk

Materiality

The materiality that we used for the Group financial statements was £16.0 million
(2020: £16.9 million) which was determined on the basis of 0.62% of net assets. In
the prior year, we determined materiality on the basis of 4.6% of adjusted profit
before tax. We changed the basis year on year, and determined a lower materiality
overall, in order to reflect the impact of Covid-19 on the Group.

Scoping

We focused our Group audit scope primarily on all significant trading entities at
Premier Inn in the UK and the Group head office.

These locations represent the principal business units and account for 98% of the
Group’s revenues, 93% of the Group’s loss before tax and 99% of the Group’s net
assets.

Significant changes in
our approach

As noted above, we changed the basis for determining materiality compared to the
prior year.

Our 2020/21 report includes two new key audit matters as set out below:

¢ Impairment of goodwill relating to the Germany cash generating unit; and
e Presentation and valuation of the UK Coronavirus Job Retention Scheme
claims.

We no longer report the following as a key audit matter:




e /FRS 16 Leases: Discount rate methodology — this matter was specific to the
transition to IFRS 16 in the prior period and the material balances that were
recognised at that time.

We have performed specified audit procedures on significant balances in the
Germany operating segment due to its growth in the period, following the
acquisition of Foremost Hospitality Hiex GmbH and the 13 hotels from Centro Hotel
Group.

4. Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Our evaluation of the directors’ assessment of the Group’s and Parent Company’s ability to continue to adopt
the going concern basis of accounting is discussed in section 5.1.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Group's and Parent Company’s
ability to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period and include the most significant assessed risks of
material misstatement (whether or not due to fraud) that we identified. These matters included those which
had the greatest effect on: the overall audit strategy, the allocation of resources in the audit; and directing the
efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

5.1. Going concern @

Key audit matter As stated in Note 2 to the financial statements and the Directors’ Report on page

description 14, the consolidated financial statements have been prepared on the going concern
basis. The Board of Directors has concluded that there are no material uncertainties
which may cast significant doubt over the Group’s and Company’s ability to
continue as a going concern for at least twelve months from the date of approval of
the financial statements.

At 25 February 2021, the Group had cash and cash equivalents of £1,256 million
and committed facilities of £2,233 million, of which £1,302.5 million had been
drawn down.

The impact of the COVID-19 pandemic has had a significant impact on the revenue,




profits and cash flows of the business over the last financial year. The future
financial performance of the Group is dependent on the wider market and its
recovery from the pandemic.

The Group has taken a number of actions to reduce cash outflows and maintain
liquidity including, but not limited to: the issuance of £550 million of Green bonds;
the extension of the Revolving Credit Facility (“RCF”) to September 2023; and a
number of cost reduction measures (as set out in Note 2). In the ultimate parent
company Whitbread PLC, £981 million was raised during the year through a rights
issue. Subsequent to the year end, the Group has repaid £200 million of the US
Private Placement (“USPP”) Notes due to mature in 2027.

Following the extension of the RCF, repayment (and planned repayment) of the
USPPs, no covenants associated with these facilities are required to be measured
within the going concern period of assessment. These have been replaced with
temporary covenants, which require that net debt (excluding lease liabilities) must
be less than £2 billion and liquidity headroom to available facilities must be greater
than £400 million. The Group received covenant waivers associated with the
defined benefit pension scheme in the prior year. These will be tested in March
2022, and so will be tested within the going concern period.

As a result of this uncertainty, the Group has modelled two scenarios:

- Base case — operations recover in line with the UK Government’s four step
road map that was set on 22 February 2021; and

- Severe but plausible — slower-than-expected easing of restrictions and
further national restrictions during winter FY22.

Under the base case, the Group is not forecast to breach either the relaxed
covenants related to the RCF (agreed as part of the waivers received in the prior
year) or the pension covenant. However, under the severe but plausible scenario,
the Group is forecast to breach the pension covenant to be tested in March 2022,
which would require a further payment to the Group’s pension scheme. There is
judgement in assessing the valuation of this payment which is based upon the
prevailing market conditions at the time of calculation. However, the Group has
sufficient forecast liquidity to meet this additional requirement under the
sensitivities modelled. Making this payment would remove any impact of a breach
in the pension covenant and has no cross-default implications.

As at the date of this report, the global outlook as a result of COVID-19 remains
uncertain and the range of potential outcomes is unknown. In particular, should the
impacts of the pandemic on trading conditions be more prolonged or severe than
currently forecast by the directors, the Group’s going concern assessment would be
dependent on its ability to access additional liquidity.

As a result of the ongoing impact of COVID-19 on the Group and the uncertainties
in the wider market and road-map restriction, as well as the judgement
surrounding the quantum of the pension payment, we identified a key audit matter
related to going concern.




How the scope of our  In responding to the identified key audit matter, we completed the following audit
audit responded to the procedures:

key audit matter
e Obtained an understanding of the relevant controls relating to the Group’s

budgeting and forecasting process;

e Reviewed and assessed the RCF extension and Green Bond issuance
documentation and terms of the early repayment of the US private
placements to understand the principal terms, related financial covenants
and associated waivers;

e Verified the mechanical accuracy of the models used to prepare the
Group’s forecasts;

¢ In conjunction with our pension specialists, assessed the procedures
performed and assumptions used by management’s experts in estimating
the pension payment, alongside the related legal documents;

e Challenged, with reference to external data, recent performance and
historic forecasting accuracy, the key assumptions underpinning the
Group’s forecasts;

e Performed further sensitivities to the severe but plausible scenario, with
reference to external market data and forecasts;

e Considered and challenged the mitigating actions available to the Group;
and

e Assessed the sufficiency of the Group’s disclosure concerning the adoption
of the going concern basis of accounting.

Key observations The directors’ forecasts, as well as reasonably possible downside scenarios, indicate
that the Group has sufficient financial resources over the going concern period,
including the ability to make a further payment to the Group’s pension scheme to
the extent the covenant is breached.

Based on the information available at the date of this report, we consider the
forecasts prepared by the directors and their underlying assumptions to be
reasonable.

We have reviewed the disclosures prepared by the directors set out on page 39 and
consider them to be appropriate.

5.2. Impairment of property, plant and equipment and right-of-use assets@

Key audit matter As described in Note 14 (Impairment), Note 13 (Property, plant and equipment)

description and Note 21 (Lease Agreements) of the financial statements, the Group held
£4,213.1 million (2020: £4,232.0 million) of Property, plant and equipment and
£2,738.4 million (2020: £2,273.7 million) of Right-of-use assets at 25 February
2021.

Under IAS 36 Impairment of Assets, the Group is required to complete an
impairment review of its site portfolio where there are indicators of impairment. In
the prior year, our risk was focused on maturing sites where an impairment
indicator had been identified, but no impairment recognised. In the current year, a
pervasive indicator of impairment has been identified, across all sites, as a result of




the impact of the COVID-19 pandemic on trading. The pandemic is expected to
continue to impact the short-term cashflows, which are a key assumption in the
impairment assessment. The extent of this impact is inherently uncertain and has
led to an increase in the level of risk of material misstatement compared to the
prior year.

A total impairment of £97.9 million was recognised during the year (2020: £36.6
million).

Estimation is required in determining the recoverable amount of the Group’s
portfolio of sites, particularly in relation to sites which are not yet considered to be
mature, where there is limited history to use as objective evidence to support
future plans and the recovery profile post COVID-19. There is a risk that the
carrying value of sites (including the Property, Plant and Equipment and Right-of-
use assets) may be higher than the recoverable amount. Where a review for
impairment is performed, the recoverable amount is determined based on the
higher of ‘value-in-use’ or ‘fair value less costs of disposal’ {(which is determined
through the use of either a discounted cash flow method using a market based
discount rate or an industry valuation methodology).

There are several judgements in assessing the appropriate valuation, which are set
out below:

e Determining the cash-generating units (CGUs) that show indicators of
impairment. A CGU is determined to be each individual trading outlet;

e (Calculation of the appropriate discount and long-term growth rates;

e Estimates of future trading and cash flow projections, including the
recovery post COVID-19;

e Assessing the future growth profile of sites which have not yet reached
maturity;

e Appropriateness of other valuation methodologies, as well as inputs to
these; and

e Estimating a reasonable possible change in assumptions for the purpose of
sensitivity analysis.

The Group’s accounting policy on impairment and key sources of estimation
uncertainty in relation to Impairment testing are set out in Note 2.

How the scope of our

In responding to the identified key audit matter, we completed the following audit

audit responded to the procedures:

key audit matter

e Obtained an understanding of the key controls relating to the impairment
review process and determination of cash flow forecasts;

e Challenged the valuation methodologies adopted by management to
identify impairment indicators, including the consistency of these with the
requirements of IAS 36 and IFRS 13 Fair Value Measurement;

e Tested the mechanical accuracy of the impairment models, with input from
our analytics and modelling specialists;

e Assessed the completeness of outlets displaying impairment indicators
through challenging locations which have been heavily impacted by COVID-
19 and considering other risk factors;




e Assessed the appropriateness of the discount rates applied in conjunction
with our internal valuation specialists and compared the rates applied with
our internal benchmarking data;

* Assessed the appropriateness of forecast revenue and EBITDA margin
growth rates through comparison to board approved plans with reference
to historical forecasting accuracy, external market data (such as industry
forecasts); we worked with our industry specialists to help inform our
challenge, particularly focusing on the expected recovery for FY22 as
COVID-19 restrictions are eased, and longer term expectations;

e Performed testing on a sample of sites where impairment had been
recognised or impairment indicators identified, but no impairment
recognised; we challenged the individual circumstances of these sites and
whether the rationale for management’s conclusion was appropriate. In
order to perform this assessment, we reviewed the trading history of the
site, understood its current performance with reference to market data
and challenged the appropriateness of Group-wide forecasts being applied;

e Assessed the sensitivity analysis performed by management and challenged
how this correlated with the downside scenarios modelled by the Board
(consistent with the going concern assessment); and

e Assessed the completeness and accuracy of disclosures within the financial
statements in accordance with IFRS, in particular Note 14.

Key observations

Based on the audit procedures performed, we are satisfied that the impairment
recognised throughout the year and the carrying value of property, plant and
equipment and right-of-use assets is appropriate. We consider the disclosures,
including the sensitivities in Note 14, to be appropriate.

5.3. Impairment of goodwill relating to the Germany cash generating unit

Key audit matter
description

On 28 February 2020, the Group acquired 100% of the share capital of Foremost
Hospitality Hiex GmbH for consideration of £225.8 million. Goodwill of £224.2
million was recognised on acquisition, which was allocated to the Germany CGU.

IAS 36 requires that goodwill be tested for impairment at least annually, but also
when there is an indication of impairment. As a result of the difficult trading
conditions arising from the COVID-19 pandemic, an impairment indicator was
identified in respect of the Germany CGU. As set out in Note 14, an impairment of
£238.8 million (representing the total goodwill allocated to the Germany CGU,
following foreign exchange movements since the original acquisition) was recorded
reflecting the impact of the pandemic on current and future growth rates. No
impairment has been recognised against the property, plant and equipment or
right-of-use assets in Germany.

There are inherent challenges in forecasting results due to the COVID-19 pandemic
as well as the Group’s current positioning in Germany, which is in its early phases.

The impairment test compares the carrying value of the goodwill to the higher of
the value-in-use or the fair value less costs of disposal (the ‘recoverable amount’).




Developing a recoverable amount requires significant management judgement; the
key assumptions applied by management in the impairment model are:

the sales and EBITDA forecasts for the Germany CGU in the next five years
(the budget was prepared on an individual site basis in earlier periods);
the discount rate applied; and

the long term growth rate.

There is significant judgement in assessing the current and future growth rates in
Germany, particular as a result of Covid-19 and the Group’s current position in the
German market.

The assumptions used within management’s assessment and further detail on the
impairment are set out in Note 14.

We consider this to represent a key audit matter reflecting the inherent uncertainty
in the forecasts and estimation required in setting the assumptions.

How the scope of our

in responding to the identified key audit matter, we completed the following audit

audit responded to the procedures:

key audit matter

Obtained an understanding of the relevant controls relating to the review
and approval of the impairment review, as well as the forecasting process
for Germany;

Understood the context of the acquisition, the Group’s current positioning
within the German market and wider strategic plans;

Tested the integrity of the model and cash flow forecasts and assessed
whether the methodology used was consistent with IAS 36;

Assessed the mechanical accuracy of the impairment mo