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Operator: Welcome to the Marriott International third quarter 2010 earnings conference call.
Today’s call is being recorded. At this time for opening remarks and introductions I would like to
turn the call over to the President and Chief Operating Officer, Mr. Arne Sorenson. Please go
ahead sir.
Arne Sorenson: Good morning, everyone. Welcome to our third quarter 2010 earnings
conference call. Joining me today are Carl Berquist, our executive vice president and chief
financial officer, Laura Paugh, senior vice president, investor relations and Betsy Dahm, senior
director, investor relations.
As always, before we get into the discussion of our results, let me first remind everyone that many
of our comments today are not historical facts and are considered forward looking statements
under federal securities laws. These statements are subject to numerous risks and uncertainties,
as described in our SEC filings, which could cause future results to differ materially from those
expressed in or implied by our comments. Forward looking statements in the press release that
we issued last night, along with our comments today, are effective only today, October 7, 2010,
and will not be updated as actual events unfold. You can find definitions of the terms we refer to
this morning in our earnings release on page 9. You can find a reconciliation of non‐GAAP
financial measures referred to in our remarks on our web site at www.marriott.com/investor.
This morning we issued a press release announcing a preliminary agreement between Marriott
and AC Hotels in which we would form a joint venture designed to manage and franchise a new
lodging co‐brand in Europe. AC Hotels is one of the best known and most respected domestic
hotel brands in Spain with more than 90 hotels and 9.500 hotel rooms. Today’s announcement
was prompted by media stories in Spain and the transaction, while advanced and subject to
binding preliminary agreements, is not yet closed. It should be closed by year end.
We’re excited about the opportunities in Europe and believe AC Hotels by Marriott would be a
great partnership for both companies.
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Now, let’s talk a bit about the third quarter.
The business traveler is back. We’re excited to see demand so strong in so many places with
prices moving up. But we know what you want to know. Essentially, where do we go from here?
According to the National Bureau of Economic Research, the recession officially ended in June
2009. Notwithstanding that, many seem to wonder whether the economic recovery has any
strength and about the risk of a double dip. Let’s be clear, there is nothing in our business which
indicates that sort of weakness. Both business transient and leisure travel remain strong. Group
RevPAR has been slower to recover, in part, because of business booked in 2008 and 2009 that
was generally booked at low rates, but group is improving as well. The recovery in our business is
broad.
The supply picture looks great. PWC estimates overall U.S. supply growth at 2 percent in 2010
and just 0.4 percent in 2011. Moderating supply growth will help to press pricing higher.
Over the past 2 years, occupancy at our North American company‐operated hotels declined 3
percentage points and room rates declined 12 percent. During this challenging time, we took the
actions needed to drive short term results. We opened up discount channels and lowered room
rates to fill hotel rooms. Our marketing strategies were devoted to putting heads in beds. We
reduced costs and found better ways to do things by leveraging our size. We pulled back
spending and reduced debt substantially. Just as important, we took care of our associates. We
waived minimum hour requirements to maintain health benefits and worked to keep as many of
our associates on the job as possible so they could take care of our guests – and be ready for the
recovery.
The recovery is here and we’re doing things differently. First, we’re reducing discounting and
improving our mix.
For example, in the third quarter, the Marriott Hotels & Resorts brand reduced the availability of
rooms at discounted transient rates such as packages, wholesale, government and other similar
programs. While we reduced these roomnights by 16 percent in the quarter, they were more than
replaced by a 16 percent increase in corporate and special corporate guests paying $57 more on
average than the discounted business. We expect to continue to improve our mix in 2011.
And we’re raising room rates.
In the Marriott brand, company‐operated hotel room rates in the Corporate and above segment
rose 9 percent in the quarter. In fact, nearly 90 percent of Marriott hotels raised retail corporate
rates; two in five hotels raised such rates more than 10 percent; and one in eight raised rates more
than 20 percent.
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Pricing at our limited service brands is lagging a bit, but we are starting to see compression in
some markets, as strong urban demand pushes more price sensitive guests to suburban markets.
Chicago, New York, and Washington saw periods of such compression in the third quarter.
Group roomnights at the Marriott brand in North America rose 6 percent in the quarter due to
strong short term demand. In fact, in the third quarter, roughly 20 percent of group roomnights
were booked within the 3 months prior to arrival. With the progress we’ve made with short term
bookings, our 2010 group revenue pace for the Marriott brand is now up nearly 1 percent year
over year. Given that we started the year with revenue pace down 5 percent, we’ve seen a swing
of 6 percent.
Group room rates in the third quarter were down 2 percent. As we entered 2010, we already had
over 60 percent of our likely group business on the books, so we knew that moving price would
take some time. Still, for bookings made in the third quarter for 2011 arrivals, group roomnights
were up 4 percent and room rates were up 5 percent, for a total of 9 percent revenue
improvement year over year.
Corporate business at special negotiated rates was very strong in the quarter as well. Special
corporate roomnights increased 27 percent with flat room rates. Special corporate rate
negotiations for next year are just beginning and pricing is going to vary considerably from hotel
to hotel and customer to customer. Yet clearly, with this level of demand, the stage is set for
stronger pricing in 2011.
Systemwide RevPAR in North America rose 7.2 percent during the third quarter. Full service and
luxury hotels were up 7.3 percent in the quarter, up nearly 8 percent excluding the year over year
impact of the shift of Rosh Hashanah. The holiday was in our fiscal fourth quarter in 2009 and in
our third quarter in 2010.
In international markets outside North America, our systemwide constant dollar RevPAR rose
12.0 percent in the quarter with room rates up 1.6 percent. We saw particular strength in China,
Germany and the U.K. The shift in the timing of the Ramadan holiday constrained RevPAR
growth somewhat in the Middle East and Europe. Looking forward, similar to North America, we
expect higher rates in 2011.
With better pricing, we’re also seeing better margins. Excluding cancellation and attrition fees,
North American house profit margins would have been up 60 basis points in the third quarter.
Our corporate G&A spending increased 4 percent in the third quarter reflecting higher incentive
compensation. There isn’t much more to cut, but we continue to look for ways of doing things
more efficiently.
On the marketing front, this quarter we announced Ritz‐Carlton Rewards. Leveraging Marriott
experience and systems, Ritz‐Carlton Rewards is a world‐class loyalty program that goes far
beyond providing complimentary stays and airline flights. We understand the very discriminating
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tastes and expectations of the Ritz‐Carlton customer and we are delivering with a broad selection
of unique travel experiences. And, in partnership with Marriott Rewards, Ritz‐Carlton Rewards
and Marriott Rewards members will be able to earn and redeem points in both hotel portfolios.
Turning to development; we remain focused on growth. We expect to double our presence in
China over the next five years and triple our number of hotels in India over the same period. In the
U.S., the Cosmopolitan Hotel, under construction on the Las Vegas strip… all 3,000 rooms of
it…signed up for our Autograph collection during the quarter, as did the historic Algonquin in New
York just a couple of weeks ago.
It’s time for Marriott and our owners to take advantage of investment opportunities that drive
value. Last quarter, we announced the acquisition of the former Seville in Miami Beach to convert
to an Edition hotel. We’re also helping owners deploy new and refreshed Courtyard Lobbies. This
work is going very well. We expect to have 70 percent of the system, or over 550 Courtyard
lobbies completed by the end of 2011. In the lobbies renovated thus far, not only has our RevPAR
Index risen 6 percent, but customer satisfaction has improved and property‐level food and
beverage sales are up about 30 percent.
Our most important investment is our people. Associates are seeing more hours, better wages,
and more training. With improving business and continuing growth, associates also have greater
opportunities for advancement. They provide the service that drives our significant RevPAR
premiums. We are grateful to them for the tremendous effort they put forth in the downturn.
They deserve the credit for our bright future.
Now I’d like to turn it over to Carl Berquist to talk about our results for the quarter and our
outlook. Carl?
Carl Berquist: Thanks Arne.
Well as you saw this morning, we reported third quarter diluted earnings per share of 22 cents, at
the high end of our 18 to 22 cents per share outlook. Our profits were about 2 cents better than
the midpoint of our July outlook, with the upside coming from better than expected fee revenue
related to stronger RevPAR and favorable general and administrative spending.
Fee revenue increased 9 percent to $253 million with incentive fees up 24 percent. Incentive fees
improved due to international unit growth as well as improvement in RevPAR and property level
margins worldwide.
We opened over 5,000 rooms during the quarter, signed almost 8,000 new rooms and cancelled
4,000 rooms from the pipeline. At quarter end, our pipeline totaled nearly 95,000 rooms.
Over 35 percent of the rooms pipeline is outside North America. Over 70 percent of our full
service pipeline is in international markets. While only 1 converted hotel opened in our system in
the third quarter, almost 7,000 rooms are awaiting conversion to one of our brands. In total,
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nearly 50,000 pipeline rooms are under construction or awaiting conversion with roughly 60
percent of those located outside North America.
We’ve added 12 hotels to the Autograph brand thus far this year; have another 4 hotels already
signed or approved for conversion; and we are in early talks with owners of roughly 50 other
hotels, including talks with owners of independent hotels in Europe.
Early results from converted Autograph hotels are very encouraging. In only a few months,
Marriott Reward members already make up over 40 percent of Autograph roomnights. As a
result, our owners have seen a 7 percentage point improvement in RevPAR index in the last 3
months of available data. On the cost side, one‐third of roomnight reservations at these hotels
are coming from Marriott.com rather than more expensive booking channels. This is a significant
cost savings for the owner.
Turning to timeshare, in June, we launched Marriott Vacation Club Destinations, a points based
timeshare product. Owners told us that they wanted more flexibility for more frequent but
shorter trips…. Or longer trips without fitting into the “one‐week” increments.
In our 25 years in the timeshare business, we have remained committed to our owner satisfaction
‐ before, during and after the sale. This is critically important as a substantial portion of our sales
come from existing owner referrals and incremental sales to existing owners. The launch of the
points product is going to last about 6 to 9 months, as we focus on educating existing owners
about the benefits of the new product. In doing so, our goals are to enhance owner satisfaction
and to increase the amount of inventory available to all points owners by encouraging existing
timeshare owners to participate in the program. In addition, we want to drive incremental
purchases to existing owners and encourage them to help us sell product to friends and family
going forward.
We’ve invited our owners to meet with their sales executives when they are on property for their
vacation this year and targeted our marketing efforts towards them. Results have been
impressive. In our first 3 months, 22,000 existing owners converted to the new program and 24
percent of those purchased additional product. Compared to last year, incremental contract sales
to existing owners increased 27 percent. At the same time, roughly forty percent of contract sales
in the third quarter were to new customers and we expect such sales to accelerate as existing
owner referrals pick up and as our sales executives turn their time and attention more fully to new
customers.
During the quarter, timeshare sales & services, net of direct costs totaled $56 million. Our rental
revenue was strong in the quarter, up 8 percent year over year and we reported a $15 million
favorable adjustment to our Marriott Rewards liability largely reflecting lower projected costs of
redemptions. Solid cost controls and marketing efficiencies helped the bottom line although we
also booked $6 million in incremental costs related to the new points program. Finally, delays in
revenue recognition associated with the launch of the points program delayed profit recognition
of about $11 million in the third quarter.
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All in all, we expect the timeshare business to generate about $175 million in cash after all
investing activities and to produce even more cash flow in 2011.
Now, let’s talk about our outlook for the company.
We are forecasting global RevPAR to increase 6 to 8 percent in both the fourth quarter and full
year 2011. We expect to see considerable in‐the‐year‐for‐the‐year group bookings in 2011 with
better pricing. We also expect next year’s special corporate rates to increase at a high single digit
rate, reflecting the impact of both higher prices and the impact of mix. Growth in catering
revenue is expected to recover more slowly.
Fee revenue is projected to total $1.29 billion to $1.33 billion as we are likely to open another
25,000 to 30,000 rooms in 2011. Owned, leased, corporate housing and other revenue, net of the
related direct expenses, could increase 5 to 15 percent due to improving RevPAR and margins.
We assume timeshare contract sales to be flattish to 2010 results and expect general and
administrative expenses to increase 3 to 5 percent reflecting increased spending for brand
initiatives and compensation.
All in all, both our 2011 cash flow and growing debt capacity provide substantial investment
capacity next year. As we consider investments, our priority is to, first, invest in our business and
then, return excess cash to our shareholders through dividends and share repurchases.
We are just beginning our bottom‐up budgeting process for 2011. We’ll give you more
information next quarter that will have the benefit of the full budgeting process, including
earnings per share, our 2011 spending plans and our stock repurchase expectations.
Later this month, we plan to meet with you to talk about our competitive advantages and longer
term growth opportunities. While we are excited about the broad implications of improving
demand and declining supply growth, we believe all lodging companies are not the same.
Without giving it all away here, I can tell you that our growth story is compelling, our cash flow is
meaningful and our business model is tested, proven and stronger than ever. And our company’s
culture of focusing first on our people, often imitated but never replicated, lies at the core of our
success. We’re ready, and we’re looking forward to new opportunities…across town and across
the globe.
We’ll take your questions now.
Question and Answer Session:
Smedes Rose, Keefe, Bruyette & Woods ‐ Hi. Wow, first up. It's Smedes at KBW. I guess my first
question I wanted to ask you, so you mentioned that you think contract sales for timeshare will be

6

flat. What sort of margin do you think we should be using on that going forward? You mentioned
under the point system that margins on that business should increase next year.
I just also wanted to ask you, the 9,000 rooms coming online with the AC JV, is that included in
your 25,000 to 30,000 room additions for next year.
Arne Sorenson ‐ No. The answer to that is no. So that's room growth without that deal.
Smedes Rose, Keefe, Bruyette & Woods ‐ Okay.
Arne Sorenson ‐ I think on the timeshare question, you're seeking the level of detail we really
don't have yet. I think generally we believe the demand from the customers will be, underlying
demand will be sort of flattish. We're optimistic that the new points product we have out there
will make our product even more attractive than it's been in the past, and as a consequence that
could provide some upside.
On the other hand, as you could hear from our comments, we are in the early quarters of the new
product, focusing really on our existing owners, and de‐emphasizing a little bit sales to entirely
new customers. And that will have some impact on the sales pace. So you put all those things
together, and again, we're before budget, this will be the first time we warn all of you about that
today, we don't have a budget prepared yet for 2011. But at this stage, we think you should
assume a roughly flat business for timeshare for 2011 versus 2010.
Smedes Rose, Keefe, Bruyette & Woods ‐ Okay, and then if I could just finally ask, you
mentioned that you're helping to fund some of the lobby renovations for the Courtyards. Could
you just quantify what you think your CapEx outlay for that would be? Is it pretty significant?
Carl Berquist ‐ It's included in our estimates for 2010, where we have estimated our total CapEx
spending of about $500 million. It's in those numbers. And what we're doing in some cases is
providing some mezzanine loans to owners to help them get renovations completed, or maybe
providing some credit enhancements to help them complete the projects.
Arne Sorenson ‐ We're talking tens of millions of dollars. Yes, tens of millions, not hundreds of
millions.
Smedes Rose, Keefe, Bruyette & Woods ‐ Okay, thank you very much.
Patrick Scholes, FBR Capital Markets ‐ It looks like government per diems may actually go down
in some markets next year. What's your thoughts on how that might impact your US hotels?
Arne Sorenson ‐ We've obviously been looking at that, and watching it. I think inevitably we will
see that government business gets squeezed out of the hotels that are in the highest demand
markets. And that will be exacerbated by the approach the government takes to per diems. This is
not a new approach. They tend to use a two year average, not a one year average, and as a
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consequence they lag a little bit what's happening in the rest of the market. So we'll see
government travelers I think that are pushed to more suburban, more moderate tier hotels, and
hopefully the strengthening demand in special corporate and corporate side will offset most of
that.
It could be up to a 0.5 point, I suppose, RevPAR impact when you look just at government to
government.
Laura Paugh ‐ Across North America business.
Arne Sorenson – …Across North American business. Whether that ultimately is entirely offset,
well, obviously it is entirely offset, you can see that in the implied plus 6 percent to 8 percent
guidance for next year.
Patrick Scholes, FBR Capital Markets ‐ Great. I appreciate the color. Thank you.
Steve Kent, Goldman Sachs ‐ Good morning. A couple of questions. First, I know it took you a
little bit by surprise this new JV, to go after some operations or opportunities in Europe and Latin
America, but why can't you do it yourself, is my first question. What's the need for the alliance?
And then separately, I usually don't dig into the brand by brand RevPAR statistics, but
Renaissance looked a little bit light this quarter, and I know Ritz Carlton is on a different fiscal
year, or on a different month by month analysis, but that also was lighter than I would have
thought given some of the broader trends we see in the industry. So I was wondering if you could
address that.
Arne Sorenson ‐ Yes. Let's start with AC. In a sense, Steve, it's not different from anything else
that we're doing. We don't do anything by ourselves. We're always working with partners. They
are overwhelmingly local partners.
And in many respects, this is a bigger partnership because we're talking about 90 hotels and
almost 10,000 rooms, but it's a partnership with one of Spain's, probably Spain's leading hotelier,
Antonio Catalan. And he and affiliates own the hotels that will be managed through that joint
venture. I think the only thing I would add to that is, in Spain, our growth has been very anemic.
We think that having a Spanish partner is extremely important in that market. And so we looked
for not just the best existing portfolio of hotels, but the best partner we could tie up with going
forward, and think that we found him.
On RevPAR, Renaissance and Ritz Carlton I guess are the focus areas there. Renaissance is a small
portfolio. I think in our comp set for Renaissance in the US, it's about 30 hotels, low 30s,
something like that. They are hotels often with a fairly high group mix. And as we've looked into
it, the relatively lower headline RevPAR numbers for Renaissance in the third quarter are entirely
about group. We think the hotels are performing well, and actually the brand is performing quite
well, and would encourage you not to look too much at that, which is mix‐driven.
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And then Ritz Carlton continues to move along extremely well. The quarter numbers are based on
some comparison, and some of those sorts of things, but as we look into the fall we see
tremendous strength there that continues.
Steve Kent, Goldman Sachs ‐ Okay. Thank you.
Joe Greff, JPMorgan Chase & Co. ‐ Good morning, everybody. When you're looking at your 2011
outlook, is the RevPAR sensitivity different than it is in 2010, ie, that 1 percent change in RevPAR
equates to a $15 million swing in fees? Is that sensitivity different in 2011 than what you guys have
been talking about for this year? And if not, at what higher level of RevPAR does that sensitivity
increase?
Carl Berquist ‐ I think, again, as Arne mentioned, we haven't fully gone through our detailed
budgets, but I think that we've been talking about a $10 million to $15 million during 2010. I think
you could use $15 million for 2011. And then about $5 million for owned, leased and other.
Joe Greff, JPMorgan Chase & Co. ‐ Okay, and then back to the deal announced today with AC
Hotels, those 9,500 rooms, are those included in your 2011 unit growth or fee revenue forecast?
Or would that be incremental or additional?
Arne Sorenson ‐ They're not included in the unit growth numbers of 25,000 to 30,000 rooms. The
transaction, because we're talking about moderate tier, and we'll have a joint venture in the
management company, I don't think the earnings impact in 2011 is going to be terribly significant.
Joe Greff, JPMorgan Chase & Co. ‐ And then my final question, Carl, in the past earnings
releases, when you talk about stock repurchases, you reference that you don't plan to buy back
stock in 2010, or no share repurchases are planned for 2010. That language was omitted in last
night's release. And given the debt reduction that's ahead of our expectation, are you buying back
some stock now?
Carl Berquist ‐ That's a germane question. We are back. We've gotten our ratios in line. I think
you saw that S&P upgraded our bonds to BBB last week, which we're very pleased about. And
we've paid down a significant amount of debt, almost $1.5 billion over the last couple of years. So
we are starting to build some cash. We have no outstandings on our revolver as of the end of the
third quarter, and we'll be looking to put that cash to work through investments in our business,
always our first priority. But in fact, if that cash is available, we would return it to shareholders
through dividends and share repurchases.
Joe Greff, JPMorgan Chase & Co. ‐ Thanks, guys.
Shaun Kelley, BofA Merrill Lynch ‐ Hi, good morning, guys. Just to follow up a little bit more on
Joe's first question there, the fee outlook for 2011, could we just break that down one notch? And

9

specifically on the base fee side, is there any mix that we should think about for 2011, as more full
service hotels start to come in versus limited service as the pipeline shifts internationally?
Arne Sorenson ‐ I'm not sure if I track completely, so maybe the answer is no. Again, for the third
time now, we don't have a budget ready for next year, so we don't have all of this spread, but I
think what we'll see is that the RevPAR growth numbers at 6 percent to 8 percent will be the
heaviest drivers of base management and franchise fee growth. Then we'll get to new unit
growth, which is going to be ‐‐ at 25,000 to 30,000 you can do the math, it's around 5 percent,
probably have a little bit of room deletion. We can think about that as 1 percent‐ish of the system,
something like that. So the net unit growth is probably in the 4 percent range.
That unit growth will be a bit more international, quite a bit more next year than it has been three
or four years ago, and it was certainly more international in the units that opened into our system
this year than it's been in the past. Which over time, and in 2011, will cause a shift modestly in that
direction, but our numbers are big and our presence in the US is quite big, so it's not going to
change radically, I think, that kind of mix. I don't know if that answers your question or not.
Shaun Kelley, BofA Merrill Lynch ‐ Yes, that's helpful. And then the second component is really
on the incentive fees. Can you give us as least a directional sense? Is that able to accelerate on a 7
percent kind of RevPAR number for next year, or is it more flattish to this year just given where
the high water marks are?
Carl Berquist ‐ I think RevPAR should continue to grow. As RevPAR grows, and as margins
expand, more hotels will move in to paying incentive management fees, work their way through
it. We're going to spend some time on our Investor Day at the end of this month going through
really the mix of that, but I think we're anticipating about a 20 percent increase in incentive fees in
2011.
Arne Sorenson ‐ Or better.
Carl Berquist ‐ Or better.
Shaun Kelley, BofA Merrill Lynch ‐ Okay. Thanks, guys, I appreciate it.
Ryan Meliker, Morgan Stanley ‐ Good morning, guys. I just had a quick question here regarding
2011 guidance. As the RevPAR growth up 6 percent to 8 percent, obviously we're seeing
continued momentum from concurrent levels into next year, you have owned revenues net of
direct expenses only up 5 percent to 15 percent next year. Yet your guidance for full year 2010 is
up closer to 30 percent in that level.
Are we seeing property level costs go up at your owned properties? What's going on that we're
not seeing a bigger flow‐through? I think it looks like somewhere around, we're looking at 60
percent flow‐through in your guidance for 2010, and that drops down closer to 25 percent for
what you're implying for 2011. Any color there would be helpful.
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Carl Berquist ‐ I think I followed what you were asking. I think one of the things you have to focus
on is, there is a lot of other things in owned, leased and other. We have our corporate housing in
there. We have the branding fees in there. We have some termination fees. So you have to be
careful about looking at margins just on owned, leased, corporate housing and other. I think we
don't expect to see any deterioration in margins. In fact, we would expect that to expand as our
margins expand, so our owned, leased properties would benefit from the RevPAR index, RevPAR
increase, as well as the margin expansion.
Ryan Meliker, Morgan Stanley ‐ But not to the same level as they've benefited in 2010, or even
to a greater level?
Carl Berquist ‐ Well, I think there might be other things in that owned, leased, corporate housing
and other, some of that margin change, not the actual owned and leased projects. I think in fact,
those margins will probably increase a little.
Ryan Meliker, Morgan Stanley ‐ Okay. That’s helpful. Thank you.
Janet Brashear, Sanford C. Bernstein & Company, Inc. ‐ Thank you. You touched on the global
brand strategy. We talked about AC by Marriott and Autograph, both means of leveraging your
res system more to expand your reach, especially in regional gap areas. The question is, is there
more to do there? Are there more regional gap opportunities or res system leverage opportunities
that you want to pursue? And maybe could you tell us what they are, if so?
And on the other side of the coin, as you look at your global brands, Courtyard in particular, will
you invest capital to launch that more quickly as a global brand in newer areas?
Arne Sorenson ‐ Yes, those are all great questions, Janet. I think there's plenty of additional
opportunity as we look down over the next few years. And it won't surprise you that in addition to
the stuff we've talked about already, I think brand expansion in the BRIC countries will be a
particular area of focus. Obviously, India, China, Brazil are all broadly growing economies. India
and Brazil, particularly, with very low current distribution of hotels, and we think good
opportunity for us in those markets. It could be that some of those involve something like AC,
where we're picking up something that's a local presence already. I think more likely we'll see
generic growth in those markets, but with an increased focus on some of our limited service
brands, as well. We'll make sure that we focus some considerable time on this at our analyst
conference later this month.
Janet Brashear, Sanford C. Bernstein & Company, Inc. ‐ And Arne, did you answer the question
about whether you put capital into Courtyard?
Arne Sorenson ‐ We may. We'll have to see how that goes. We have a number of efforts under
way to define what the Courtyard prototype would look like in various markets around the world.
We have discussions already with a number of our partners about those prototypes and how they
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work. It may be that we'll put some modest amounts of capital in there. I wouldn't expect it to be
terribly substantial, because I don't think we're going to need to put huge amounts in to get those
brands rolling.
Janet Brashear, Sanford C. Bernstein & Company, Inc. ‐ Thank you.
Felicia Hendrix, Barclays Capital ‐ Good morning, guys. Carl, in your prepared remarks you gave
us some nice color on the special corporate rates that you're expecting in 2011, that it would
increase high single digits. I'm wondering if you can just break that down a bit further? What are
you expecting it to look like in North America, and then internationally. And maybe just, as you
answer the question, internationally if you could segment that into your major regions.
Carl Berquist ‐ Right now we're just starting the process, Felicia, so we're early into it. So really,
it's more of an estimate of where we think we're going to come out. We're not that granular into it
right now. The process is just beginning. So really don't have that kind of detail right now.
Felicia Hendrix, Barclays Capital ‐ I ask because as we talk to some of the corporate folks who
are in the process of negotiating with you, it seems like they're trying to hold out as best as they
can to keep rates as low as possible, which is understandable, and you guys have your position.
And so, the fact that you said that it would increase high single digits, I was thinking that maybe
you did have some color. And again, the folks that we're talking to on the corporate side are
mainly in North America, so I was just also wondering if you would see more of that
internationally.
Carl Berquist ‐ Sure. Part of it is, part of that single high digit number, is coming from rate
increases, and that's the negotiations you're talking about. They're also coming from mix. As we
went into the downturn, we picked up probably more special corporate customers as part of the
process to build the volume, that as we come out of this and as demand comes back, that that
mix will change, and some of that group will move up to the regular corporate. And so part of that
change is coming from the mix change, as well.
Felicia Hendrix, Barclays Capital ‐ Okay. That's helpful. And actually, speaking of mix, I was
wondering, you guys have mentioned a couple of times that you haven't gotten fully through your
budget but I'm wondering, as you gave us a look to your 2011 RevPAR, I was wondering if you
could give us a feel for how that would break down between occupancy and rate?
Arne Sorenson ‐ Mostly rate.
Felicia Hendrix, Barclays Capital ‐ Mostly rate. Okay, great. And then, Carl, you talked about the
cash that you're building, where you are in terms of your balance sheet. You mentioned dividend.
I was wondering if you guys have any kind of corporate perspective or objective in terms of where
your dividend could go?

12

Carl Berquist – Well, dividend decisions are made by our Board. In the past, as you know, we've
kept a payout ratio of around 15 percent to 20 percent. But those decisions are made by the
Board.
Felicia Hendrix, Barclays Capital ‐ Okay. Great. Thanks, guys.
Harry Curtis, Nomura Group ‐ Good morning. Couple of quick questions. You made a comment
about third quarter group booking pace for 2011. And if you could give us some sense of the
nights year‐over‐year change that you have on the books so far for 2011. And what's the trend in
that price, as we maybe compare it to three months ago? That was the first question.
The second question is one on cost. If you could give us a bit more detail on the up 3 percent to 5
percent in G&A, what are its larger components, and in particular what do you expect for
healthcare costs?
Arne Sorenson ‐ Yes, okay. So let's start with the last one. I think healthcare costs will be up in
the high single digits for us next year. Hopefully that's more in the 6 percent to 7 percent range,
than higher than that. We're obviously not done with that. I think that rolling into cash
compensation will make comp growth the largest driver of that 3 percent to 5 percent increase,
comp growth meaning for our current group of associates around the world.
I think the only additional thing we called out in the prepared remarks, which is we do expect to
do some incremental brand investing as we look forward, and that is comprised of a few different
things. It is continued focus on things like getting those 550 Courtyard lobbies done by the end of
next year. And in addition, the global expansion of some of those brands, and that takes some
effort to develop those prototypes. But those would probably be the two biggest drivers. We're
going to have to make sure we stay focused on retaining the efficiencies that we've built over the
last number of years in order to deliver that 3 percent to 5 percent growth.
On group business, I think the trend lines there are still strongly up. It's slower to come because
we have all this group business on the books that was put in with lower rates. The numbers that
we used in our prepared remarks, where we had 9 percent revenue growth for bookings made in
the third quarter of 2010 to stay in 2011, compared to bookings made in the third quarter of 2009
to stay in 2010. And roughly that 9 percent revenue growth is half rate growth and half rooms
night growth. And I think is indicative of what we're seeing for the group business as a whole.
Harry Curtis, Nomura Group ‐ So drilling down a little bit further, do you think that the nights on
the books for 2011 is comparable to where you were at this time last year?
Carl Berquist ‐ We're probably a little bit lower than where we were this time last year, but one of
the things we're seeing, Harry, is a lot of what you call, in the year, for the year, in the quarter, for
the quarter. For example, I think we had one the other day where we had 3,400 room nights
booked three weeks out. So you think about groups, that's a pretty short booking window. And so
when you look at 2010, when we look at 2010 compared to 2009, we saw a real build‐up, as Arne
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mentioned in his comments, where we started the year down like 5 percent, and right now we're
up 1 percent for 2010 pace, a six point jump. And you would expect 2011 to be that way too, with a
lot of, in the year, for the year.
I think as occupancy builds rate, as you can imagine, people will start getting longer and longer
out, and you'll get back to what used to be the typical booking pace is. But I think in the near
term, near term next six to 12 months, we're going to continue to experience a disproportionate
short‐term booking window.
Arne Sorenson ‐ We can give you a couple of nuggets of data here, too. I think the revenue we
have on the books for next year for group business ‐‐ this is all US numbers ‐‐ is down a little bit
less than 2 percent from where it was at the same time last year for 2010. That is a massive
improvement from where we started the year. So, we started the year, because of weak bookings
in 2009, with room nights on the book for 2011 compared to the same data for 2010 the year
before. Room nights were down in the mid‐teens.
We're now at a point where we're down 2 or 3 points from where we were a year ago. So we've
made up 10 points of that decline. We are continuing to make that up month after month after
month, as the bookings are meaningfully stronger than they were at this time a year ago, and we
proceed to fill those gaps in our group cycle. And that will continue through the balance of the fall
for 2011. It will continue in 2011 for 2011, as the year progresses, just as it has in 2010 for 2010.
Harry Curtis, Nomura Group ‐ That's helpful. Thanks.
David Loeb, Robert W. Baird & Company, Inc. ‐ Good morning. I wonder if you could talk a little
bit about development financing in the US and globally? How hard is it to get development
financing, how much do you think that you will be willing to use your capital to stimulate projects
going forward?
Carl Berquist ‐ That's a good question. I think one of the things we're seeing is that lending is
improving, although it's slightly improving, but we're seeing the lenders starting to get a little
more active out there. Obviously, the leverage ratios are a lot lower than what they were. The
time periods are probably a little shorter. And you're seeing a lot of personal guarantees by the
developers, especially on our limited service side, to enhance lend.
With that said, as we have done in the past, we'll continue to invest in our business in the form of
mezz loans or guarantees, or even outright purchases. Arne talked about buying the Seville down
in South Beach, where we see opportunities. When we do that, we'll have to get an adequate
return on it, and more importantly, we'll have to see how we recycle that cash in three to five
years. But yes, as we have done in the past, we will use the strength of our balance sheet. We
think it's a great tool that we have, and we'll use the strength of our balance sheet to help grow
our business.
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David Loeb, Robert W. Baird & Company, Inc. ‐ You have the capital but what order of
magnitude are you thinking of?
Carl Berquist ‐ We'll spend a little time on that when we talk at the end of this month about the
capital, but as you've seen in the past, this year we're talking about CapEx of about $500 million.
We pulled that way back in 2009, as we went through the recession. We're back up to about $500
million. And next year, you could see us do a little more if the opportunities come along for us to
invest, given the strength of our balance sheet.
David Loeb, Robert W. Baird & Company, Inc. ‐ Just further on that, how does all of that
development financing picture impact your view of supply in the US and globally? When do you
think we start to see supply tick up, given the kind of RevPAR gains you're talking about next
year?
Carl Berquist ‐ I think from a supply standpoint, the predictions that you see out there from PWC
and others is that supply is going to stay pretty anemic. If you think about how long it takes to
develop and build and open a hotel, even if you started today, it's going to be several years before
those hotels come online. I think you see pipelines not growing massively across the industry. So
as a result, I think supply's going to be anemic for a couple of years here, before it starts.
Ultimately it's a cycle business, and supply will come back. Meanwhile, there's still tremendous
development opportunity outside the US, and we see that continuing in places like Asia‐Pacific,
the Middle East, and in some extent in Europe, although more in Asia‐Pacific.
David Loeb, Robert W. Baird & Company, Inc. ‐ Do I have time for one more?
Arne Sorenson ‐ Sure.
David Loeb, Robert W. Baird & Company, Inc. ‐ Thanks. As your pipeline is continuing to shift to
overseas, and as you're opening more rooms outside of the US, what's the impact of that on
management and incentive fee growth? Is that part of what's driving the big increase in incentive
fees?
Carl Berquist ‐ Clearly, the contracts are a little different in Asia than they are here in the US. So
as we grow, especially in Asia‐Pacific, we earn incentive fees right out of the box. So there's no
owner's priority, so‐to‐speak. Although the percent isn't as large, you receive the dollars on day
one. So you'll see incentive fees grow proportionately with that growth outside the US.
I think in the US, though, as you earn through owner's priority, especially over the next couple of
years as we have RevPAR growth, then you begin earning incentive fees at a much higher
proportionate rate, as we receive 20 percent to 25 percent of earnings after the owner's priority.
Laura Paugh ‐ And we'll talk about that more on Analyst Day.
David Loeb, Robert W. Baird & Company, Inc. ‐ Great. Thank you very much.
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Robin Farley, UBS ‐ Thanks. Just looking at Q4, some of what your implied guidance would have
been for both RevPAR growth and for EPS is maybe narrowed to just below the top end of your
previous range, and I wonder if you could just talk about what is driving that. Is it just SG&A
moving up a little bit since your last guidance, or is there other factors driving that?
Carl Berquist ‐ You mean for our full year or the fourth quarter?
Robin Farley, UBS ‐ What your previous full year commentary had implied about Q4 versus your
specific Q4 guidance today. Maybe being a little bit below the top end of what had been implied
previously.
Carl Berquist ‐ I would probably think it's a little fine‐tuning that we did in the fourth quarter,
especially around timeshare and owned, leased and other, as we get closer to year‐end. As I
mentioned earlier, in owned, leased, corporate housing and other, we have a number of other
items, branding fees and we look at the timing of the branding fees. So we do a little fine‐tuning
there.
And then contract sales were down a little in the third quarter, so we look at the pace as we go
into the fourth quarter, especially as we're developing the Destination Club, and spending the
time with the existing owners. We also have some gains in the fourth quarter that we put in, so we
moved our guidance up a couple pennies for the full year because of the gains that you see in the
fourth quarter.
Robin Farley, UBS ‐ Thank you.
Chris Woronka, Deutsche Bank ‐ Good morning, guys. I was hoping to get your thoughts or
insights on, is the management contract or maybe franchise contract worth the same thing to you
guys today as it might have been in the past? Because it seems like if you add up unit growth and
RevPAR growth, it doesn't necessarily add up to the growth in base management franchise fees.
Arne Sorenson ‐ You're looking at third quarter numbers?
Chris Woronka, Deutsche Bank ‐ Yes.
Arne Sorenson ‐ Yes. I think the answer to your general question is yes, absolutely, it's worth as
much as it used to be worth. Certainly if you look at it over the last five or ten years or so, our fee
levels are comparable, to some extent in parts of the world they have improved and increased.
There is not a general deterioration in fee levels or security of those fees in either the
management or the franchise portfolio.
In Q3 itself, the fee growth was impacted by about 4 percent year‐over‐year, because of lower
application and transfer fees this year from our franchise business, which is driven by new deals
coming in, and the transfer of ownership of existing assets. And a bit from currency impact. I think

16

we were, what, at 7.5 percent or something like that. We would have been in the 12 percent to 13
percent range without those two things. So that's a quarter story. That's not a longer term trend
story.
Chris Woronka, Deutsche Bank ‐ Okay. Very good. And then just looking out to 2011, are you
guys grouping down a little bit right now or what? Because we know booking windows for all
business is pretty short, and I'm just curious as to how much of a bet are you going to make on
corporate being there next year, and just maybe what percentage of room nights you budgeted to
be group next year versus this year.
Arne Sorenson ‐ Generally, I think the answer is we're not grouping down, but we're driving rate
in group as well as in transient. And as long as we can get the rate that we think is appropriate,
we're happy to book that group. Now, those are decisions that are made with property and
revenue management teams, market by market, and it will not be the case necessarily that every
group hotel would abide by what I just described. There may be some markets in which there's a
bit of feathering away from group, but it is not significant across the system.
Chris Woronka, Deutsche Bank ‐ Thanks.
Josh Attie, Citigroup ‐ Good morning, thanks. How do you think about investing in timeshare
over the next several years? Assuming that there is adequate demand for it, I guess it could be
additive to earnings but it's probably dilutive to returns. What are the set of factors or conditions
that would cause you to allocate more money to that business over the next few years?
Carl Berquist ‐ Sure. One of the benefits of going to the Destination Club, obviously as I
mentioned in my remarks, we did it to meet customer demand and customer satisfaction. But one
of the secondary benefits of it is, because of the way the Destination Club works, you get much
closer to a just‐in‐time inventory model. And given the inventory we have on the books right now,
we have several years' worth of inventory such that we don't see a need to start new projects in
the next several years, two, three years.
And then when you do start a new project, say three, four years from now, you don't have to
make the projects as large as you used to when you sold weeks, because you're selling a system,
so you could pick up much smaller projects at that time. So from a capital deployment standpoint,
the Destination Club is very helpful.
And if you look at our results this year, we generated $175 million of positive cash flow out of that
business. That was after all capital spending, and we would expect to generate even more than
that in 2011. As we mentioned before, we're running the business for cash management. The
team has done a great job right‐sizing the business for the volume, getting the sales and
marketing in line with the volume, and as a result we're really generating great cash flow now
from that business.
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Josh Attie, Citigroup ‐ Thanks. And for capital spending in general, it sounds like it could increase
next year. Is there some opportunity to recycle capital out of previous investments in order to
offset some of that incremental cost?
Carl Berquist ‐ Sure, that's part of our model. In fact, if you look in the fourth quarter guidance
that we gave out yesterday, you can see some gains coming in, in the gains and other income line.
That's just part of that recycling. We sold a couple of hotels, generated a lot of cash from that, and
gained from the sale of those assets. And we'll continue to do that.
Josh Attie, Citigroup ‐ Thank you.
Rachael Rothman, Susquehanna Financial Group ‐ Hi, good morning. If I could just circle back to
the second quarter conference call, and maybe I have my memory slightly off, but I think at the
time you guys commented something similar that the corporate negotiated rate would be, or you
estimated, could be up in the mid to high single digits. I think now maybe you're saying high
single digits, as well.
Arne Sorenson ‐ Yes.
Rachael Rothman, Susquehanna Financial Group ‐ I was just wondering, since the time those
last comments were made, 2011 GDP expectations have come in considerably, and the macro
data has become increasingly choppy. What is giving you the increased confidence that you can
still hit that number even though the macro data and the bigger picture expectations for 2011 are
now considerably lower than they were at the time?
Arne Sorenson ‐ Yes, I think that's a fair question. In some respects, it's unanswerable. But there
is real data which is comforting to us, which is what we've seen with rate growth put in the books,
paid and stayed, in Q3. So when we reported second quarter results, we were just at the cusp. I
think we had had a period, one month worth of rate growth in the United States. We've now put
three additional periods on the books, and that rate growth continues to be broad and sustained.
That is reflective as a consequence of the experience that our corporate business travelers are
seeing when they go to hotels.
And while special corporate rates have not moved because those rates were negotiated last year
for the full year this year, the volume is up massively at 27 percent from a year ago. And those two
things show us that, while companies will do everything they can to manage this expense, and
they will certainly negotiate with us to try and keep the rate growth down as much as they
possibly can. We're in an environment in which demand is much higher, and some rate growth,
after the kind of rate decline we've seen over the last three years in special corporate, is certainly
appropriate.
Carl talked about that high single digit rate growth will be both same account driven, in other
words, the rate growth in those same accounts, plus mix that's happening as we shift towards, in
effect, higher paying special corporate accounts, and yield out some of the lower paying special
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corporate accounts. We'll see both of those things happen. And if you say mid single digits, order
of magnitude is same account growth, and you compare that to the 20 points or so decline we've
seen in special corporate rates over the last three years, it's good movement from us but it is still a
long way away from where we were in the past. And still as a consequence, I think a certainly fair
kind of level to expect where we might settle with companies that are out there that we're
negotiating with.
Rachael Rothman, Susquehanna Financial Group ‐ And then as we think about the three
buckets of your business, the FIT, the convention and the leisure, at least domestically if you guys
are looking for high single digit on the corporate negotiated rate, and 6 percent to 8 percent more
broadly for all of your North American hotels, should we assume that the other two categories in
convention and leisure you would also similarly expect those to be in the mid to high single digit?
Will they all move with similar strength or ‐‐?
Arne Sorenson ‐ In the biggest buckets, we should continue to see pretty good RevPAR growth
across all buckets. Within the buckets though, so when you look at weekday transient travel and
weekend transient travel, we talked about government a little bit before, we will see that the
government contribution in RevPAR is actually negative, because their approach to rate and
compounded with the effect on government volume which will tend to get yielded out a little bit,
will make government a negative number in terms of the total RevPAR contribution. But both
volume and rate on special corporate should more than offset that.
And so it varies a little bit segment to segment. The discounted stuff may also be negative next
year. So that's packaged stuff, it's stuff sold through the opaque channels online, some of those
sorts of things. And that too will get offset by the stronger performance in both group and in
business travel.
Rachael Rothman, Susquehanna Financial Group ‐ Okay. And one last quick one, if I could. At
what level of GDP expectation for 2011 should we begin to become concerned, or should we
expect maybe the trends to come in lighter than expected? If we saw expectations come into 2
percent or below 2 percent, would that be concerning, or given the moderate supply growth, does
it need to be lower than that?
Arne Sorenson ‐ I think that's a fair question. Generally, the more modest your expectations
about GDP growth, the more modest your expectations should be about demand growth, and
therefore, RevPAR growth in the industry. We are obviously making the comments we made
today about 2011 with due regard for what the expectations are out there in the economy. But
those expectations run a broad range. So, whether you look at economists or you look at sell side
shops, you all have different views about what the economy's going to do, and depending on
those views you should have different views about what RevPAR will do in this industry.
Rachael Rothman, Susquehanna Financial Group ‐ Perfect. I appreciate your time, thank you so
much.
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Arne Sorenson ‐ Okay, thank you all very much. We've hit the bewitching hour. We appreciate
your interest and attention, and love to look forward to welcome you to our hotels as you travel.
So thanks for traveling, and we'll see, I hope, many of you at the end of the month.

‐‐End‐‐
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