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Warning Concerning Forward-Looking Statements.

This presentation contains statements that constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 and

other securities laws. Also, whenever we use words such as “believe,” “expect,” “anticipate,” “intend,” “plan,” “estimate,” “will,” “may” and negatives or derivatives of

these or similar expressions, we are making forward-looking statements. These forward-looking statements are based upon our present intent, beliefs or

expectations, but forward-looking statements are not guaranteed to occur and may not occur. Forward-looking statements in this presentation relate to various

aspects of our business, including the duration and severity of the economic downturn resulting from the COVID-19 pandemic and its impact on us and our

operators and tenants, our expectations about the ability of a subsidiary of Sonesta Holdco Corporation, or Sonesta, to operate the hotels that may be transferred

and rebranded to it from other operators, and about our benefits from our ownership interest in Sonesta, our expectations about our ability and the ability of our

operators and tenants to operate throughout the COVID-19 pandemic and withstand the resulting economic downturn, the likelihood and extent to which our

operators and tenants will be negatively impacted by the COVID-19 pandemic and its aftermath and their abilities and willingness to pay the contractual amounts of

returns, rents or other obligations due to us, potential defaults on, or non-renewal of, leases by our tenants, decreased rental rates or increased vacancies, our

sales and acquisitions of properties, our policies and plans regarding investments, financings and dispositions, our ability to pay distributions to our shareholders

and to increase the amount of such distributions, our ability to raise debt or equity capital, our ability to appropriately balance our use of debt and equity capital, our

intent to make improvements to certain of our properties and the success of our hotel renovations, our ability to engage and retain qualified managers and tenants

for our hotels and net lease properties on satisfactory terms, our ability to diversify our sources of rents and returns that improve the security of our cash flows, our

future ability to borrow under our credit facility, our ability to pay interest on and principal of our debt, our ability to maintain sufficient liquidity during the duration of

the COVID-19 pandemic and resulting economic downturn, our credit ratings, our expectation that we benefit from our relationships with The RMR Group LLC, or

RMR LLC, and Sonesta, our qualification for taxation as a REIT, changes in federal or state tax laws, and other matters.

Our actual results may differ materially from those contained in or implied by our forward-looking statements as a result of various factors, such as the impact of

conditions in the economy, including the COVID-19 pandemic and the resulting economic downturn, and the capital markets on us and our operators and tenants,

competition within the real estate, hotel, transportation and travel center and other industries in which our tenants operate, particularly in those markets in which

our properties are located, compliance with, and changes to applicable laws, regulations, rules and similar matters, limitations imposed on our business and our

ability to satisfy complex rules in order for us to maintain our qualification for taxation as a REIT for U.S. federal income tax purposes, acts of terrorism, outbreaks

of pandemics, including the COVID-19 pandemic, or other man-made or natural disasters beyond our control and actual and potential conflicts of interest with our

related parties, including TravelCenters of America Inc., or TA, Sonesta, RMR LLC and others affiliated with them. Our Annual Report on Form 10-K for the year

ended December 31, 2019, our Quarterly Report on Form 10-Q for the quarter ended September 30, 2020 and our other filings with the Securities and Exchange

Commission, or SEC, identify other important factors that could cause differences from our forward-looking statements. Our filings with the SEC are available on

the SEC’s website at www.SEC.gov. You should not place undue reliance upon our forward-looking statements. Except as required by law, we do not intend to

update or change any forward-looking statements as a result of new information, future events or otherwise.

Non-GAAP Financial Measures 

This presentation contains Non-GAAP financial measures including, among others, “EBITDA”, “Hotel EBITDA” and “Adjusted EBITDA” in the exhibits section. 

Reconciliations for those metrics to the most directly comparable financial measure calculated in accordance with U.S generally accepted accounting principles, or 

GAAP, are included herein.

Unless otherwise noted, all data presented is as of and for the three months ended September 30, 2020. 

Please refer to page 29 for certain definitions of terms used throughout this presentation. 
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Retail Net Lease 

Assets Provide 

Reliable Income

Business and Portfolio Characteristics.

National

Scale

• SVC invests in two asset categories, hotels and retail service-focused net lease properties, to provide 

diversification to SVC’s cash flows.

• Properties operated in 23 industries with over 149 brands.

• Geographically diverse portfolio located across 47 states, Washington, DC, Puerto Rico and Canada.

• Well-laddered debt maturities for senior unsecured notes.

• Ample liquidity, with billion dollar revolver. 

• Over $12 billion of diverse assets.

• Minimal debt maturities through 2021.

Strong 

Balance Sheet

Defensively-Positioned 

Hotel Portfolio

• SVC’s hotel portfolio is weighted toward extended stay and select service categories, which have 

recently outperformed urban full service hotels as preferences shift due to the Covid-19 pandemic.

• SVC expects its drive-to, suburban extended stay and select service hotels may continue to outpace 

urban full service hotels.

• Necessity-based retail assets with strong rent coverage of 2.12x. 

• Low capex requirements under the triple net lease structure.

• Weighted average remaining lease term of 11 years.

• Diverse portfolio 98% leased to 183 different tenants.

Diversification

• $12.3 billion  invested in a diversified portfolio.

• 1,133 properties.

• 329 hotels / 51,404 hotel keys / 13.7 million square feet of net lease service retail properties.
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SVC: Covid-19 Update. 

• Of the 19 of SVC’s 329 hotels which suspended operations, all but 2 have reopened as of November 13, 2020.

• Extended stay portfolio has performed stronger than limited and full service hotels, with Q3 2020 occupancy of 62%, 

versus 33% and 26%, respectively.

• TravelCenters of America, an essential service business to the U.S. supply chain, represents 25.6% of SVC’s total 

minimum rents and returns and is current on all its rent obligations.

• As of November 13, 2020, SVC has deferred $13.5 million of rent, or a little over 1% of total annual minimum rents 

and returns, to help its other retail tenants manage through the crisis.

• Rent collections from other retail tenants have continued to improve, from 59% in Q2 2020 to 87% in Q3 2020.

• Amended $1 billion credit line to obtain waivers on all existing financial covenants through July 15, 2022.

o Full revolver access subject to maintaining unrestricted liquidity of at least $125 million.

o Agreed to provide first mortgage liens on a $1.8 billion portfolio of properties to secure line of credit.

o Repaid $400 million term loan using undrawn amounts under its revolving credit facility.

• Repurchased $350 million of the $400 million senior notes due in February 2021 in a tender offer. 

• Issued $800 million in aggregate principal amount of new 7.5% unsecured senior notes due 2025.

o Proceeds of this offering were used to repay amounts outstanding under our revolving credit facility, including 

the amounts drawn for the tender offer.

o As of today, we have only $50 million of remaining 2021 debt maturities. 

• Reduced quarterly distribution to $0.01 per share, expected savings of $87.2 million per quarter.

• Limited capital expenditures to maintenance capital, projects underway and contractual obligations.

Summary of COVID-19 Impact

Corporate Actions to Mitigate Effects of the Pandemic; Liquidity
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1)  Based on annualized minimum base returns and rents.

Portfolio Highlights.

($ in millions) Hotels
Net Lease 

Assets
Total

Properties 329 804 1,133

Keys / Square Feet 51,404 13.7 msf
51,404/ 
13.7msf

States 40 42 47

Investments $7.1bn $5.2bn $12.3bn

Annual Minimum 
Return / Rent

$591mn $370mn $961mn

Annual Minimum 
Returns and Rents 
Coverage Ratio

0.14x 2.12x 0.90x

Portfolio by Property Type (1)

Tenants by Industry (1)
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SVC’s assets are located in 47 states, Washington DC, Puerto Rico, and Canada. 

Portfolio Highlights: Geographically Diverse.

Annual Minimum Returns and Rents

Total Property 
Count

Hotel 
Count

Net Lease 
Count

Total 
($000s) % of Total

Hotel 
($000s)

Hotel % 
of Total

Net Lease 
($000s)

Net Lease 
% of Total

1 California 58 36 22 $ 109,620 11 % $ 87,862 15 % $ 21,758 6 %

2 Texas 94 36 58 79,924 8 % 47,785 8 % 32,139 9 %

3 Illinois 77 17 60 63,241 7 % 37,095 6 % 26,146 7 %

4 Georgia 97 23 74 62,988 7 % 43,759 7 % 19,229 5 %

5 Ohio 52 11 41 40,038 4 % 14,735 2 % 25,303 7 %

6 Florida 62 14 48 38,508 4 % 22,494 4 % 16,014 4 %

7 Arizona 40 15 25 35,877 4 % 18,876 3 % 17,001 5 %

8 Pennsylvania 41 10 31 35,261 4 % 17,488 3 % 17,773 5 %

9 New Jersey 18 15 3 32,074 3 % 26,428 4 % 5,646 2 %

10 Massachusetts 14 14 — 28,568 3 % 28,568 5 % — — %

Top 10 553 191 362 $ 526,099 55 % $ 345,090 57 % $ 181,009 50 %

Other 580 138 442 435,172 45 % 246,378 43 % 188,794 50 %

Total 1,133 329 804 $ 961,271 100 % $ 591,468 100 % $ 369,803 100 %

• SVC has invested $12.3 billion in its real estate portfolio.

• SVC’s investments are located in various markets near demand generators.

• We believe geographic diversity mitigates market risk.
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Hotel Portfolio
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Hotel Portfolio: Recent Developments. 

• Occupancy for SVC's hotels for Q3 2020 was 43.6%.

• SVC has entered into agreements to sell 24 Marriott-branded hotels and 

15 Wyndham-branded hotels with 4,631 rooms for approximately $218 

million in aggregate; sales are expected to be completed in Q4 2020 and 

Q1 2021.

• SVC has agreed to suspend contributions to its FF&E reserves under 

certain of its agreements to improve cash flows available to pay its 

minimum returns.

• SVC has advanced approximately $91 million of working capital to certain 

of its hotel operators to cover projected operating losses during the nine 

months ended September 30, 2020. Under certain agreements, these 

advances are reimbursable to SVC from a share of future cash flow.

• SVC’s 183 extended stay hotels have outperformed its select service 

hotels and urban full service hotels, with Q3 2020 occupancy of 62%, 

versus occupancies of 33% and 26%, respectively. 

• SVC expects its diverse portfolio of drive-to, suburban extended stay and 

select service hotels will continue to outpace suburban full service hotels.

Portfolio Updates – Hotels
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Hotel Metrics

Q2 2020 Q3 2020 October 2020

Average Occupancy 27.8% 43.6% 46.6%

$ ADR $84.37 $89.88 $88.74

RevPAR $23.45 $39.19 $41.35

Hotel Portfolio: Recent Developments. 

Total Hotel Revenues: Q2 2020 vs. Q3 2020

Total Hotel EBITDA: Q2 2020 vs. Q3 2020

$121.6M
$202.0M

Q2 2020 Q3 2020

+87%

+66%

Total Hotel Expenses: Q2 2020 vs. Q3 2020

$170.1M $208.3M

Q2 2020 Q3 2020

-$48.5M

-$6.3M

Q2 2020 Q3 2020
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Hotel Portfolio: Recent Developments. 

SVC will transfer the branding and management of 

200 hotels, to the extent not previously sold, to 

Sonesta from IHG and MAR, following the recent 

termination of their management agreements with 

SVC. 

The effective dates of the IHG and MAR terminations 

are November 30, 2020 and January 31, 2021, 

respectively, the same dates SVC currently plans to 

transfer the branding and management of the hotels 

to Sonesta. SVC also recently rebranded four hotels 

to Sonesta from Wyndham. 

SVC will enter one-year agreements with Sonesta, 

during which time it will evaluate all 204 rebranded 

hotels to determine which ones to retain, repurpose 

or sell. 

SVC owns approximately 34% of Sonesta and 

expects to indirectly share in the benefit of these new 

management agreements and in the hotels’ 

performance to the extent they ramp up in the post-

pandemic recovery.

Portfolio Updates – Hotels: Sonesta Transition



11SERVICE PROPERTIES TRUST (Nasdaq: SVC)   |   November 2020 

Sonesta at a Glance.

84 properties worldwide

5   brands

7 countries

18 22
44

US Full Service International US Extended Stay
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Sonesta Is 

Benefitting from 

Changing Consumer 

Behavior

Expected Benefits of Rebranding to Sonesta.

National

Scale

Sonesta is an owner, operator and franchisor of hotels under the Royal Sonesta, Sonesta and Sonesta ES 

Suites brands. Sonesta currently manages 18 full service hotels and 44 extended stay hotels in the United 

States and franchises or operates 22 hotels internationally.

The SVC-owned hotels operated by IHG and MAR generally fit into Sonesta’s brand family, which includes the 

Royal Sonesta, Sonesta and Sonesta ES Suites branded hotels.

Sonesta currently manages 16 hotels that were rebranded from IHG in 2012. Comparing pre-conversion 

stabilized performance to post-conversion stabilized performance, total hotel revenue and EBITDA increased 

14.4% and 10.3%, respectively. Based on this historic experience, SVC believes the current portfolio of 103 

hotels will perform as well or better as Sonesta branded and managed hotels post-conversion.

Sonesta Has a

Demonstrated Track 

Record of 

Operational 

Improvement

SVC Further Benefits 

from Ownership 

Stake in Sonesta

SVC owns a 34% equity interest in Sonesta. In addition to benefitting from the post-COVID ramp-up of these 

hotels, SVC will benefit from a larger, more well-known Sonesta which will in turn benefit SVC’s existing 

Sonesta-operated hotels. SVC should also experience hotel-level operating cost synergies related to 

Sonesta’s greater scale.

The COVID-19 pandemic is causing changes in consumer behavior and expectations. During the second and 

third quarter, Sonesta’s extended stay portfolio outperformed its competitive set and gained significant 

market share. We believe that over the next several years, large, in-person group meetings may occur less 

frequently and as a result, business travelers may generate fewer rewards points, eroding the value of the 

guest affinity programs in driving business. Subsequently, guests may be more focused on their travel 

experience, safety and service, all areas where Sonesta more effectively competes with the major brands.

Similar Brand 

Characteristics

Increased Flexibility
With Sonesta as manager, SVC will have greater flexibility in terms of how closely it may asset manage these 

hotels and in executing on any decisions to repurpose or sell hotels that are not performing well relative to 

their required investment amount.
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Sonesta’s U.S. Hotels Have Demonstrated Recent Market Share Gains.

• Recent market share gains suggest that the value of big brand systems declines noticeably 

without substantial business from national account travel, demonstrating the value of Sonesta’s 

local sales strategies.

-3.4%

16.9%

-5%
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Case Study: Sonesta Hilton Head.

• Sonesta Hilton Head underwent a $26 million renovation in late 2012/early 2013 following 

its rebranding to a Sonesta from an IHG Crowne Plaza hotel.

- Included all 340 guestrooms, public spaces, and the addition of a new spa.

• Failed operations under two prior major brands (IHG and Marriott).

• 2019 return on investment of 12%.

• Between 2011 and 2015 (prior to renovation/rebranding vs. stabilized post-renovation):

- Hotel Revenue increased 101%.

- Hotel EBITDA increased 698%.

• 2019 performance compared to 2007 (i.e., prior peak in lodging cycle):

- Hotel Revenue increased 95%.

- Hotel EBITDA increased 358%.

Sonesta-Led Renovation Drove Much Stronger Operating Results

Sonesta Hilton Head

Revenue and EBITDA

2011 vs. 2015
Revenue and EBITDA

2007 vs. 2019

$12m

$23m
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Sonesta
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$2m

$7m

$0m
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Operator

IHG

Sonesta

+101%

+698%

+95%

+358%
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Case Study: Sonesta Philadelphia.

• Sonesta Philadelphia underwent a $23 million renovation in early 2013 following its 

rebranding to a Sonesta from an IHG Crowne Plaza hotel.

- Included all 439 guestrooms, public spaces, and the addition of 22 suites.

• 2019 return on investment of 9%.

• Between 2011 and 2015 (prior to renovation/rebranding vs. stabilized post-renovation):

- Hotel Revenue increased 21%.

- Hotel EBITDA increased 22%.

• 2019 performance compared to 2007 (i.e., prior peak in lodging cycle):

- Hotel Revenue increased 40%.

- Hotel EBITDA increased 71%.

Complete Property Renovation and Transformation

Sonesta Philadelphia

Revenue and EBITDA

2011 vs. 2015

Revenue and EBITDA

2007 vs. 2019
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+22%
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Case Study: Sonesta ES Suites Orlando.

• Sonesta ES Suites Orlando underwent an $11 million renovation in 2014 following its 

rebranding to Sonesta ES Suites from an IHG Staybridge Suites hotel.

- 146 guest suites restyled offer all the amenities of a small apartment.

• 2019 return on investment of 9%.

• Between 2011 and 2015 (prior to renovation/rebranding vs. stabilized post-renovation):

- Hotel Revenue increased 30%.

- Hotel EBITDA increased 77%.

• 2019 performance compared to 2007 (i.e., prior peak in lodging cycle):

- Hotel Revenue increased 42%.

- Hotel EBITDA increased 56%.

Reimaging of Residence-Style Hotel Near Orlando Area Attractions

Sonesta ES Suites Orlando

Revenue and EBITDA

2011 vs. 2015

Revenue and EBITDA

2007 vs. 2019
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Net Lease Portfolio
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Net Lease Portfolio: High-Quality Service & Necessity Based Assets.

Net Lease Portfolio Statistics

804 $370mm

Properties Annual Minimum Rent

13.7mm 11.0 Years

Rentable Square Feet Weighted Average Lease Term

98% 2.12x

Occupancy W.A. FCCR

Diverse Geographical Footprint (1) (2)

8.5%

22 Industries | 129 Brands

% of Annual Minimum Rent<1% >8.5%

(1)   By annual minimum rent.

(2)   As well as four properties in Hawaii, Puerto Rico, and Canada.
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1)  By annual minimum rent.

Net Lease Portfolio: Reliable Income Stream and Low Capex Requirements.

Well-Laddered Lease Expirations (1)

65%
of Leases Have Contractual 

Increases or Percentage Rent

Lease Structures

$370mm
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Net Lease Portfolio: Diversified Tenants & Industries Mitigate Risk.

1)  By annual minimum rent.

Tenants by Brand (1)Tenants by Industry (1)

Brand

% of 
Annualized 

Minimum Rent Coverage

TravelCenters of America 45.4% 1.94x

Petro Stopping Centers 21.1% 1.53x

AMC Theatres 2.4% 0.72x

The Great Escape 1.9% 1.70x

Life Time Fitness 1.6% 1.13x

Buehler's Fresh Foods 1.4% 4.79x

Heartland Dental 1.2% 3.00x

Pizza Hut 1.2% 1.31x

Express Oil Change 0.9% 3.99x

Flying J Travel Plaza 0.9% 3.75x

Other 22.0% 3.00x

Total 100% 2.12x

Travel Centers

67.5%
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TravelCenters of America (TA) 

• Represents approximately 25.6% of 

SVC's minimum rents and returns.

• Rent comprised of annual cash 

payments of $264 million.

• TA's travel centers have been 

recognized as providing services to 

essential businesses by many public 

authorities, allowing it to remain open.

• TA is current on all of its lease 

payments due to SVC. 

• LTM rent coverage of 1.81x through 

September. 

• Full-service restaurants were 

temporarily closed but have started to 

reopen; all other services are 

operating.

Net Lease Portfolio: Recent Developments. 

Portfolio Updates - Net Lease
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Retail Net Lease Portfolio

• Represents 12.8% of SVC’s minimum rents and returns.

• As of November 13, 2020, SVC has deferred an aggregate of $13.5 million of rents to assist with navigating the 

pandemic. 

• Generally, rent deferrals are for one to four months of rent and were repayable by the tenants over a 12 to 24 

month period beginning in September 2020. 

• Rent collections from SVC’s retail net lease tenants improved to 87.4% in October 2020 from 45.9% in April 2020.

Net Lease Portfolio: Recent Developments. 

Portfolio Updates-Net Lease (continued)

Retail Net Lease Rent Collections by Month

59.3%

87.2% 87.4%

Q2 2020 Q3 2020 Oct-2020
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Financial Information
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Balance Sheet Overview as of September 30, 2020.

Well Laddered Debt Maturities

Book Capitalization

Leverage/Coverage Ratios

Net Debt / Total Gross Assets 51.9%

Net Debt / Gross Book Value of Real Estate Assets 54.4%

Adjusted EBITDAre / Interest Expense 1.3x

Net Debt / LTM EBITDAre (1) 10.8x

Strong Balance Sheet

Floating Rate Debt 6%

Unsecured Fixed Rate Debt 68%

Shareholder’s Equity 26%

• Unsecured senior notes: $5.8 billion.

• Term loan: $400 million, (repaid on November 5, 2020

using revolving credit facility).

• Revolving credit facility:

◦ $1 billion ($80 million outstanding at September 

30, 2020).

◦ July 2022 maturity plus two six-month extensions.

• No derivatives, off-balance sheet liabilities, or material 

adverse change clauses or ratings triggers.

1) Represents the twelve months ended September 30, 2020.

26%

6%

68%
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Public Debt Covenants.

Metric Covenant
As and For the 

Twelve Months Ended 
September 30, 2020

Total Debt / Adjusted Total Assets Allowable Maximum: 60.0% 50.4%

Secured Debt / Adjusted Total Assets Allowable Maximum: 40.0% 3.9%

Consolidated Income Available for Debt Service / 
Debt Service

Required Minimum: 1.50x 2.05x

Total Unencumbered Assets / Unsecured Debt Required Minimum: 150% 197.2%
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Calculation of EBITDA, EBITDAre and Adjusted EBITDAre.

(in thousands)

For the Three Months Ended For the Nine Months Ended

9/30/2020 6/30/2020 3/31/2020 12/31/2019 9/30/2019 9/30/2020 9/30/2019

Net income (loss) $ (102,642) $ (37,349) $ (33,650) $ (14,893) $ 40,074 $ (173,641) $ 274,643

Add (Less): Interest expense 80,532 72,072 71,075 73,384 52,375 223,679 151,742

Income tax expense (benefit) (1) (296) 16,660 342 1,527 467 16,706 1,266

Depreciation and amortization 122,204 127,427 127,926 126,727 103,160 377,557 301,721

EBITDA 99,798 178,810 165,693 186,745 196,076 444,301 729,372

Add (Less): (Gain) loss on sale of real estate (2) (109) 2,853 6,911 — — 9,655 (159,535)

Loss on asset impairment (3) 10,248 28,514 16,740 39,296 — 55,502 —

EBITDAre 109,937     210,177 189,344 226,041 196,076 509,458 569,837

Add (Less): General and administrative expense paid in common shares (4) 863 832 590 480 1,068 2,285 2,369

Adjustments to reflect the entity's share of EBITDA attributable to 
an investee (5)

(1,583) 421 158 — — (1,004) —

Estimated business management incentive fee (6) — — — — — — —

Acquisition and transaction related costs (7) — — — 1,795 — — —

Loss on early extinguishment of debt (8) — 6,970 — — 8,451 6,970 8,451

Gain on insurance settlement (1) — (62,386) — — — (62,386) —

Unrealized (gains) losses on equity securities, net (9) (5,606) (3,848) 5,045 -3,300 3,950 (4,409) 43,761

Loss contingency (10) — — — 1,997 — — —

Adjusted EBITDAre $ 103,611 $ 152,166 $ 195,137 227,013 $ 209,545 $ 450,914 $ 624,418

1) SVC recorded a $62,386 gain on insurance settlement during the nine months ended September 30, 2020 for insurance proceeds received with respect to our leased hotel in San Juan, PR related to Hurricane Maria. Under GAAP, SVC is required to increase the building basis of our San 

Juan hotel for the amount of the insurance proceeds. SVC also recorded a $15,650 deferred tax liability as a result of the book value to tax basis difference related to this accounting in the nine months ended September 30, 2020.

2) SVC recorded a $109 net gain on sale of real estate during the three months ended September 30, 2020 in connection with the sales of five net lease properties and a $9,655 net loss on sales of 15 net lease properties during the nine months ended September 30, 2020.  SVC recorded a 

$159,535 gain on sale of real estate during the three months ended March 31, 2019 in connection with the sales of 20 travel centers.

3) SVC recorded a $10,248 loss on asset impairment during the three months ended September 30, 2020 to reduce the carrying value of one hotel and two net lease properties to their estimated fair value. SVC recorded a $55,502 loss on asset impairment during the nine months ended 

September 30, 2020 to reduce the carrying value of 18 hotel properties and eight net lease properties to their estimated fair va lue. 

4) Amounts represent the equity compensation awarded to SVC's Trustees, officers and certain other employees of RMR LLC.

5) Represents SVC's  proportionate share of equity investment in Sonesta during the three and nine months ended September 30, 2020 and Affiliates Insurance Company during the three and nine months ended September 30, 2019.

6) Incentive fees under SVC's business management agreement with RMR LLC are payable after the end of each calendar year, are ca lculated based on common share total return, as defined, and are included in general and administrative expense in our consolida ted statements of income. 

In calculating net income (loss) in accordance with generally accepted accounting principles, or GAAP, SVC recognizes estimated business management incentive fee expense, if any, in the first, second and third quarters. Although SVC recognizes this expense, if any, in the first, second and 

third quarters for purposes of calculating net income (loss), it does not include these amounts in the calculation of Normalized FFO or Adjusted EBITDAre until the fourth quarter, which is when the business management incentive fee expense amount for the year, if any, is determined. No 

business management incentive fee expense was recorded for the three and nine months ended September 30, 2020 or 2019.

7) Acquisition and transaction related costs represents costs related to our exploration of possible financing transactions.

8) SVC recorded a $6,970 loss on extinguishment of debt, net of unamortized discount and deferred financing costs, relating to i ts repurchase of $350,000 principal amount of our $400,000 of 4.25% senior notes due 2021, for an aggregate purchase price of $355,971, excluding accrued 

interest. SVC recorded a $8,451 loss on early extinguishment of debt in the three months ended September 30, 2019 related to the termination of a term loan commitment it arranged in connection with the acquisition of a net lease portfolio.

9) Unrealized gains (losses) on equity securities, net represent the adjustment required to adjust the carrying value of our former investment in RMR Inc. common stock and SVC's investment in TA common shares to their fair value. SVC sold its RMR Inc. shares in July 2019.

10) SVC recorded a $1,997 loss contingency during the three months ended December 31, 2019 for an expected settlement of a histor ical pension withdrawal liability for a hotel it rebranded.



27SERVICE PROPERTIES TRUST (Nasdaq: SVC)   |   November 2020 

Calculation of Funds From Operations (FFO) and Normalized FFO.

(amounts in thousands, except share data)

For the Three Months Ended For the Nine Months Ended

06/30/2020 06/30/2020 3/31/2020 12/31/2019 9/30/2019 09/30/2020 09/30/2019

Net income (loss) $ (102,642) $ (37,349) $ (33,650) $ (14,893) $ 40,074 $ (173,641) $ 274,643
Add (Less): Depreciation and amortization 122,204 127,427 127,926 126,727 103,160 377,557 301,721

(Gain) Loss on sale of real estate (1) (109) 2,853 6,911 — — 9,655 (159,535)

Loss on asset impairment (2) 10,248 28,514 16,740 39,296 — 55,502 —

Unrealized gains and losses on equity securities, net (3) (5,606) (3,848) 5,045 (3,300) 3,950 (4,409) 43,761

Adjustments to reflect the entity's share of FFO attributable to an 
investee (4) (900) 327 112 — — (461) —

FFO 23,195 117,924 123,084 147,830 147,184 264,203 460,590

Add (Less): Acquisition and transaction related costs (5) — — — 1,795 — — —

Loss on early extinguishment of debt (6) — 6,970 — — 8,451 6,970 8,451

Loss contingency (7) — — — 1,997 — — —

Gain on insurance settlement, net of tax (8) — (46,736) — — — (46,736) —

Normalized FFO $ 23,195 $ 78,158 $ 123,084 $ 151,622 $ 155,635 $ 224,437 $ 469,041

Weighted average shares outstanding (basic) 164,435 164,382 164,370 164,364 164,321 164,397 164,294

Weighted average shares outstanding (diluted) 164,435 164,382 164,370 164,364 164,348 164,397 164,332

Basic and diluted per share common share amounts:

Net income (loss) $ (0.62) $ (0.23) $ (0.20) $ (0.09) $ 0.24 $ (1.06) $ 1.67

FFO $ 0.14 $ 0.90 $ 0.90 $ 0.90 $ 0.90 $ 1.61 $ 2.80

Normalized FFO $ 0.14 $ 0.48 $ 0.75 $ 0.92 $ 0.95 $ 1.37 $ 2.85

(1) SVC recorded a $109 net gain on sale of real estate during the three months ended September 30, 2020 in connection with the sales of five net lease properties and a $9,655 net loss on sales of 15 net lease properties during the nine months ended September 30, 
2020.  We recorded a $159,535 gain on sale of real estate during the three months ended March 31, 2019 in connection with the sales of 20 travel centers.

(2) SVC recorded a $10,248 loss on asset impairment during the three months ended September 30, 2020 to reduce the carrying value of one hotel and two net lease properties to their estimated fair value. SVC recorded a $55,502 loss on asset impairment during the 
nine months ended September 30, 2020 to reduce the carrying value of 18 hotel properties and eight net lease properties to their estimated fair value. 

(3) Unrealized gains (losses) on equity securities, net represent the adjustment required to adjust the carrying value of our former investment in RMR Inc. common stock and our investment in TA common shares to their fair value. We sold our RMR Inc. shares in July 
2019.

(4) Represents our proportionate share of our equity investment in Sonesta during the three and nine months ended September 30, 2020 and Affiliates Insurance Company during the three and nine months ended September 30, 2019.

(5) Acquisition and transaction related costs represents costs related to SVC's exploration of possible financing transactions.

(6) SVC recorded a $6,970 loss on early extinguishment of debt, net of unamortized discounts and deferred financing fees, related to its repurchase of $350,000 principal amount of its $400,000 of 4.25% senior notes due 2021 for an aggregate purchase price of 
$355,971, excluding accrued interest.  SVC recorded a $8,451 loss on early extinguishment of debt in the three months ended September 30, 2019 related to the termination of a term loan commitment it arranged in connection with the acquisition of a net lease 
portfolio.

(7) SVC recorded a $1,997 loss contingency during the three months ended December 31, 2019 for an expected settlement of a historical pension withdrawal liability for a hotel we rebranded.

(8) SVC recorded a $62,386 gain on insurance settlement during the three months ended June 30, 2020 for insurance proceeds received for its leased hotel in San Juan, PR related to Hurricane Maria. Under GAAP, SVC is required to increase the building basis of its 
San Juan hotel for the amount of the insurance proceeds. SVC also recorded a $15,650 deferred tax liability as a result of the book value to tax basis difference related to this accounting in the three months ended June 30, 2020.
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For the Three Months Ended Nine Months Ended

9/30/2020 6/30/2020 3/31/2020 12/31/2019 9/30/2019 9/30/2020 9/30/2019

Room revenues $ 182,366 $ 109,516 $ 322,668 $ 397,995 $ 462,298 $ 614,550 $ 1,335,000

Food and beverage revenues 6,786 2,411 49,722 67,080 58,636 58,918 191,256

Other revenues 12,895 9,667 16,292 27,485 18,801 38,855 54,179

Hotel operating revenues 202,047 121,594 388,682 492,560 539,735 712,323 1,580,435

Rooms expenses 59,711 44,267 107,066 116,048 126,292 211,044 363,633

Food and beverage expenses 11,420 8,325 46,045 52,117 49,437 65,790 152,360

Other direct and indirect expenses 97,993 80,827 146,671 152,714 160,831 325,489 469,146

Management fees 1,781 969 2,864 3,465 3,910 5,614 11,768

Real estate taxes, insurance and other 37,169 36,263 44,288 44,869 45,449 117,720 124,776

FF&E reserves (1) 262 (515) 11,137 17,343 19,288 10,884 56,673

Hotel operating expenses 208,336 170,136 358,071 386,556 405,207 736,541 1,178,356

Hotel EBITDA $ (6,289) $ (48,542) $ 30,611 $ 106,004 $ 134,528 $ (24,218) $ 402,079

Hotel EBITDA Margin (3) % (40) % 8 % 22 % 25 % (3) % 25 %

Hotel operating revenues (GAAP) (2) $ 199,719 $ 117,356 $ 383,503 $ 467,805 $ 525,290 $ 700,578 $ 1,521,368

Add: hotel revenues of leased hotels 2,328 4,238 5,179 24,755 14,445 11,745 59,067

Hotel operating revenues $ 202,047 $ 121,594 $ 388,682 $ 492,560 $ 539,735 $ 712,323 $ 1,580,435

Hotel operating expenses (GAAP) (2) $ 174,801 $ 46,957 $ 271,148 $ 330,216 $ 377,895 $ 492,906 $ 1,076,011

Add (less)

Reduction for security deposit and guaranty fundings, 
net 30,474 121,155 70,506 15,907 1 222,134 13,256

Hotel expenses for leased hotels 2,178 1,403 5,268 16,297 14,102 8,848 49,888

Management and incentive management fees paid 
from cashflows in excess of minimum returns and 
rents

— — — 7,806 (5,216) — (14,106)

FF&E reserves from managed hotel operations 262 — 10,942 16,330 18,425 11,205 53,307

Other (3) 621 621 207 — — 1,448 —

Hotel operating expenses $ 208,336 $ 170,136 $ 358,071 $ 386,556 $ 405,207 $ 736,541 $ 1,178,356

Calculation and Reconciliation of Hotel EBITDA

1) Various percentages of total sales at certain of our hotels are escrowed as reserves for future renovations or refurbishments, or FF&E reserve escrows. We own all the FF&E reserve escrows for our hotels. We report deposits by our tenants into the escrow accounts under our hotel leases as FF&E 

reserve income. We do not report the amounts which are escrowed as FF&E reserves for our managed hotels as FF&E reserve income.

2) As of September 30, 2020, SVC owned 329 hotels; 328 of these hotels were managed by hotel operating companies and one hotel was leased to a hotel operating company. SVC's condensed consolidated statements of income include hotel operating revenues and expenses of managed hotels 

and rental income from our leased hotel. When managers of these hotels are required to fund the shortfalls of minimum returns under the terms of the management agreements or their guarantees, SVC reflects such fundings (including security deposit applications) in its condensed consolidated 

statements of income as a reduction of hotel operating expenses. The reduction to hotel operating expenses was $30,474 and $2 ,404 for the three months ended September 30, 2020 and 2019, respectively, and $222,134 and $21,775 for the nine months ended September 30, 2020 and 2019, 

respectively. When SVC reduced the amounts of the security deposit it holds for any of its operating agreements for payment deficiencies, it does not result in additional cash flows for SVC of the deficiency amounts, but reduces the refunds due to the respective tenants or managers who have 

provided SVC with these deposits upon expiration of the applicable operating agreement. The security deposits are non-interest bearing and are not held in escrow. Certain of SVC's guarantees and its security deposits may be replenished by a share of future cash flows from the applicable hotel 

operations in excess of the minimum returns due to SVC, certain fees to the manager, or working capital advances, if any, pursuant to the terms of the applicable agreements. When SVC's guarantees and security deposits are replenished by cash flows from hotel operations, it reflects such 

replenishments in its condensed consolidated statements of income as an increase to hotel operating expenses. There were no such replenishments for either of the three or nine months ended September 30, 2020, respectively, and replenishments of $2,405 and $8,519 for the three and nine 

months ended September 30, 2019, respectively.

3) SVC is amortizing a liability it recorded for the fair value of its initial investment in Sonesta as a reduction to hotel operating expenses in its condensed consolidated statements of comprehensive income. SVC reduced hotel operating expenses by $621 and $1,448 for the three and nine months 

ended September 30, 2020, respectively, for this liability.
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Non-GAAP Financial Measures Definitions.
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Non-GAAP Financial Measures: We present certain “non-GAAP financial measures” within the meaning of applicable Securities and Exchange Commission, or SEC, rules, 

including EBITDA, Hotel EBITDA, EBITDAre, Adjusted EBITDAre, FFO and Normalized FFO. These measures do not represent cash generated by operating activities in accordance with 

GAAP and should not be considered alternatives to net income (loss) as indicators of our operating performance or as measures of our liquidity. These measures should be considered in 

conjunction with net income (loss) as presented in our condensed consolidated statements of income. We consider these non-GAAP measures to be appropriate supplemental measures 

of operating performance for a REIT, along with net income (loss). We believe these measures provide useful information to investors because by excluding the effects of certain historical 

amounts, such as depreciation and amortization expense, they may facilitate a comparison of our operating performance between periods and with other REITs.

EBITDA, EBITDAre and Adjusted EBITDAre: We calculate earnings before interest, taxes, depreciation and amortization, or EBITDA, EBITDA for real estate, or EBITDAre, and 

Adjusted EBITDAre as shown on page 19. EBITDAre is calculated on the basis defined by The National Association of Real Estate Investment Trusts, or Nareit, which is EBITDA, 

excluding gains and losses on the sale of real estate, loss on impairment of real estate assets, if any, as well as certain other adjustments currently not applicable to us. In calculating 

Adjusted EBITDAre, we adjust for the items shown on page 19 and include business management incentive fees only in the fourth quarter versus the quarter when they are recognized as 

expense in accordance with GAAP due to their quarterly volatility not necessarily being indicative of our core operating performance and the uncertainty as to whether any such business 

management incentive fees will be payable when all contingencies for determining such fees are known at the end of the calendar year. Other real estate companies and REITs may 

calculate EBITDA, EBITDAre and Adjusted EBITDAre differently than we do.

FFO and Normalized FFO: We calculate funds from operations, or FFO, and Normalized FFO as shown on page 20. FFO is calculated on the basis defined by Nareit, which is net

income (loss), calculated in accordance with GAAP, excluding any gain or loss on sale of properties and loss on impairment of real estate assets, if any, plus real estate depreciation and

amortization, less any unrealized gains and losses on equity securities, as well as certain other adjustments currently not applicable to us. In calculating Normalized FFO, we adjust for the

item shown on page 20 and include business management incentive fees, if any, only in the fourth quarter versus the quarter when they are recognized as expense in accordance with

GAAP due to their quarterly volatility not necessarily being indicative of our core operating performance and the uncertainty as to whether any such business management incentive fees

will be payable when all contingencies for determining such fees are known at the end of the calendar year. FFO and Normalized FFO are among the factors considered by our Board of

Trustees when determining the amount of distributions to our shareholders. Other factors include, but are not limited to, requirements to maintain our qualification for taxation as a REIT,

limitations in our credit agreement and public debt covenants, the availability to us of debt and equity capital, our distribution rate as a percentage of the trading price of our common

shares, or dividend yield, and to the dividend yield of other REITs, our expectation of our future capital requirements and operating performance and our expected needs for and

availability of cash to pay our obligations. Other real estate companies and REITs may calculate FFO and Normalized FFO differently than we do.

Hotel EBITDA: We define Hotel EBITDA as hotel operating revenues less hotel operating expenses of all managed and leased hotels, prior to any adjustments required for

presentation in our condensed consolidated statements of income in accordance with GAAP. We believe Hotel EBITDA provides useful information to management and investors as a key

measure of the profitability of our hotel operations.

Hotel EBITDA Margin: We define Hotel EBITDA margin as the percentage of Hotel EBITDA of hotel operating revenues.

Coverage: We define hotel coverage as total hotel revenues minus all hotel expenses and FF&E reserve escrows which are not subordinated to minimum returns due to SVC divided 

by the minimum returns or rents due to SVC.

We define net lease coverage as annual property level adjusted earnings before interest, taxes, depreciation, amortization and rent, or EBITDAR, divided by the annual minimum rent due

to us weighted by the minimum rent of the property to total minimum rents of the net lease portfolio. The annual property level adjusted EBITDAR is determined based on the most recent

operating statements, if any, furnished by the tenant. Operating statements furnished by the tenant often are unaudited and, in certain cases, may not have been prepared in accordance

with GAAP and are not independently verified by us. Properties that do not report operating information are excluded from the coverage calculations

Investment: Represents historical cost of properties plus capital improvements funded by SVC less impairment writedowns, if any, and excludes capital improvements made from

FF&E reserves funded from hotel operations which do not result in increases in minimum returns or rents.

Net Debt: Represents total debt less cash and cash equivalents as of the date reported.
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Management Platform
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Financial 
Services:

Real Estate 
Services:

Business 
Services:

Accounting
Acquisitions/ 
Dispositions

Administration

Capital Markets
Asset 

Management
Human 

Resources

Compliance/ 
Audit

Construction/
Development

Information 
Technology (IT)

Finance/ Planning Engineering
Investor 

Relations

Treasury Leasing Marketing

Tax
Property 

Management
Legal/

Risk Management

~$32 Billion in AUM

Approximately 600 

CRE Professionals

More than 30 Offices 

Throughout the U.S.
Approximately 

42,500 Employees

Over 2,100 

Properties

$12 Billion in 

Annual Revenues

Combined RMR 

Managed Companies:

SVC IS MANAGED BY THE RMR GROUP, AN ALTERNATIVE ASSET MANAGER

Strong Management Platform and Affiliate Advantages.

31

National Multi-Sector Investment Platform

Office Industrial Government Medical Office Life Science Senior Housing Hotels Retail
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RMR base management fee tied to SVC share 

price performance.

RMR incentive fees contingent on total shareholder 

return(1) outperformance. 

• Equal to 12% of value generated by SVC in excess of the 

benchmark index total returns (SNL US Hotel REIT Index) per 

share over a three year period, subject to a cap (1.5% of 

equity market cap).

• Absolute dollar outperformance must be positive to receive an 

incentive fee: it can’t be negative but better than the index.

• Shareholders keep 100% of benchmark returns and 88% of 

returns in excess of the benchmark. 

Alignment of Interests

If SVC’s stock price goes up and its total market cap 
exceeds its historical cost of real estate, RMR base 
management fee is capped at 50 bps of historical cost 
of real estate.

If total market cap is less than historical cost of real 
estate, base fee fluctuates with share price.

Incentive fee structure keeps RMR focused on 
increasing total shareholder return. 

Members of RMR senior management and RMR are 
holders of SVC stock, RMR is subject to long term 
lock up agreements.

SVC shareholders have visibility into RMR, a publicly 
traded company.

SVC benefits from RMR’s national footprint and 
economies of scale of $32 billion platform.

(1) To determine final share price in SVC’s Total Return calculation, the business management agreement requires that the highest ten day share price average within the last 30 trading days of the 

measurement period be used. In the past, this and other less significant factors have resulted in differences between SNL’s calculation of SVC’s total return percentage and the total return percentage 

computed under the agreement. 

The RMR Group LLC and Shareholder Alignment.
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Other fees.

• Property management fee consists of an annual fee based on 

3.0% of rents collected at SVC’s managed retail net lease 

properties (excluding TA).

• Consists of an annual fee equal to generally 50 bps multiplied 

by the lower of: (1) SVC's historical cost of real estate, or    

(2) SVC's total market capitalization.

• There is no incentive fee for RMR to complete any transaction 

that could reduce share price.


