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WHAT IS A RABBI TRUST?
• A “rabbi trust” is typically used with a nonqualified deferred
compensation plan in which an employee elects to defer
current income and the deferral is pre-tax for federal and state
income tax purposes, similar to a 401(k) program
• Eligible participants include a select group of management or
highly compensated associates (e.g. GMs, VPs, RVPs)
• Called a rabbi trust due to the initial ruling made by the IRS on
behalf of a synagogue
• These forms of trusts create security for employees because
the investments made within the trust are outside the direct
control of the Company
• The Company sets aside the assets in the trust for the
employee’s future, and the assets are typically invested in
funds the employee selects
• Assets of the trust are subject to general creditors of Hyatt
and, as such, are treated as assets of Hyatt
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HOW HYATT’S RABBI TRUST WORKS
•

The assets (marketable securities) of the rabbi trust must be marked-tomarket, which creates an unrealized gain or loss. Sales of marketable
securities create a realized gain or loss.

•

The realized and unrealized gains and losses and interest income related to (1)
Hyatt’s corporate employees and personnel supporting Hyatt’s business
segments and (2) Hyatt’s owned hotel employees flow through the line “Net
gains and interest income from marketable securities held to fund rabbi
trusts” on Hyatt’s income statement.

•

The above line item on Hyatt’s income statement is completely offset by equaland-opposite impacts in two other line items on the income statement, thus
having no net impact to earnings (losses). The two offsetting line items are:
1) Selling, general, and administrative expenses for Hyatt’s corporate
employees and personnel supporting Hyatt’s business segments
2) Owned and leased hotels expenses for Hyatt’s owned hotel employees

•

The realized and unrealized gains and losses and interest income from the
marketable securities of the rabbi trust related to Hyatt’s managed hotel
employees flow through the line “Revenues for the reimbursement of costs
incurred on behalf of managed and franchised properties” on Hyatt’s
income statement and is completely offset by an equal-and-opposite impact in
“Costs incurred on behalf of managed and franchised properties” on
Hyatt’s income statement. There is no net impact to earnings (losses).

3

DOES HYATT ACCOUNT FOR RABBI TRUST DIFFERENTLY THAN ITS
PEERS?
• Many public companies have similar trusts reflected in their financial statements
• The relative volatility of the stock market coupled with the relative value of Hyatt’s pool
of assets in the rabbi trust can create sizable swings in the related accounts
• Hyatt separates the rabbi trust line items in its financial disclosures for more
transparency while other companies may keep this information embedded within other
items in its financial statements
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FINANCIAL REPORTING OF THE RABBI TRUST
EARNINGS RELEASE – SCHEDULE 1
(CONSOLIDATED STATEMENTS OF INCOME (LOSS))

The line item “Net gains and
interest income from marketable
securities held to fund rabbi trusts”
(highlighted) can be found on the
first schedule of the earnings
release. This line item includes the
marked-to-market gains (losses) as
well as interest income from rabbi
trust marketable securities.

Above is for illustrative purposes only. Historical results are not necessarily indicative of results expected for any future period.
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FINANCIAL REPORTING OF THE RABBI TRUST
EARNINGS RELEASE – SCHEDULE 6

(NET GAINS AND INTEREST INCOME FROM MARKETABLE SECURITIES HELD TO FUND RABBI TRUSTS)

The schedule below summarizes the rabbi trust impacts to selling, general, and administrative expenses
and owned and leased hotels expense


The summation of these two items is reflected as “Net gains and interest income from marketable
securities held to fund rabbi trusts” on the income statement

Above is for illustrative purposes only. Historical results are not necessarily indicative of results expected for any future period.
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FINANCIAL REPORTING OF THE RABBI TRUST
EARNINGS RELEASE – SCHEDULE 16
(SG&A EXPENSES TO ADJUSTED SG&A EXPENSES)

The line item highlighted below shows the rabbi trust impact to selling, general, and administrative
expenses


A negative number on this page represents a gain from marketable securities that is offset by
an increase in selling, general, and administrative expenses



The Adjusted SG&A represents the actual SG&A expenses, excluding the rabbi trust impact
and stock-based compensation expense

Above is for illustrative purposes only. Historical results are not necessarily indicative of results expected for any future period.
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FINANCIAL REPORTING OF THE RABBI TRUST
EARNINGS RELEASE – SCHEDULE 18

(COMPARABLE OWNED AND LEASED HOTELS OPERATING MARGIN TO OWNED AND LEASED HOTELS
OPERATING MARGIN)

The line item highlighted below shows the rabbi trust impact to owned and leased hotels expenses


A positive number on this page represents a gain from marketable securities that is offset by an
increase in owned and leased hotels expenses

Above is for illustrative purposes only. Historical results are not necessarily indicative of results expected for any future period.
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RABBI TRUST AND ADJUSTED EBITDA
EARNINGS RELEASE – SCHEDULE 2
(SEGMENT FINANCIAL SUMMARY)



Although it is not stated, adjustments for the rabbi trust do not need to be made when evaluating the
segment financial summary for Adjusted EBITDA



The impact of segment-level SG&A expenses and direct costs related to rabbi trust net across line
items within segment-level Adjusted EBITDA

Above is for illustrative purposes only. Historical results are not necessarily indicative of results expected for any future period.
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HOW TO MODEL THE RABBI TRUST IMPACT
• There are a few ways to model that account for or exclude
the impact of the rabbi trust:
– Total selling, general, and administrative expense
and owned and leased could be forecasted to include
an assumption for rabbi trust
– Forecast adjusted selling, general, and administrative
expense and keep the rabbi trust components flat
– Remove the rabbi trust components completely
• Consideration:
– To ensure that the impact of the rabbi trust does not
impact the Company’s Adjusted EBITDA, any
increases or decreases in the rabbi trust components
of selling, general, and administrative expense and
owned and leased hotels expense must also be
made to “Net gains and interest income from
marketable securities held to fund rabbi trusts”
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DEFINITIONS
Adjusted Earnings Before Interest Expense, Taxes, Depreciation and Amortization (Adjusted EBITDA) and EBITDA
We use the terms Adjusted EBITDA and EBITDA throughout this presentation. Adjusted EBITDA and EBITDA, as the Company defines them, are non-GAAP measures. We define Adjusted EBITDA as net income (loss) attributable to Hyatt Hotels Corporation plus
its pro rata share of unconsolidated owned and leased hospitality ventures Adjusted EBITDA based on its ownership percentage of each owned and leased venture, adjusted to exclude the following items:
•

interest expense;

•

benefit (provision) for income taxes;

•

depreciation and amortization;

•

amortization of management and franchise agreement assets and performance cure payments, which constitute payments to customers (Contra revenue);

•

revenues for the reimbursement of costs incurred on behalf of managed and franchised properties;

•

costs incurred on behalf of managed and franchised properties that we intend to recover over the long term;

•

equity earnings (losses) from unconsolidated hospitality ventures;

•

stock-based compensation expense;

•

gains (losses) on sales of real estate and other;

•

asset impairments; and

•

other income (loss), net

We calculate consolidated Adjusted EBITDA by adding the Adjusted EBITDA of each of our reportable segments and eliminations to corporate and other Adjusted EBITDA.
Our board of directors and executive management team focus on Adjusted EBITDA as a key performance and compensation measure both on a segment and on a consolidated basis. Adjusted EBITDA assists us in comparing our performance over various
reporting periods on a consistent basis because it removes from our operating results the impact of items that do not reflect our core operations both on a segment and on a consolidated basis. Our president and chief executive officer, who is our chief operating
decision maker, also evaluates the performance of each of our reportable segments and determines how to allocate resources to those segments, in significant part, by assessing the Adjusted EBITDA of each segment. In addition, the compensation committee of
our board of directors determines the annual variable compensation for certain members of our management based in part on consolidated Adjusted EBITDA, segment Adjusted EBITDA, or some combination of both.
We believe Adjusted EBITDA is useful to investors because it provides investors the same information that the Company uses internally for purposes of assessing operating performance and making compensation decisions and facilitates our comparison of results
with results from other companies within our industry.
Adjusted EBITDA excludes certain items that can vary widely across different industries and among companies within the same industry. For instance, interest expense and benefit (provision) for income taxes are dependent upon company specifics, including
capital structure, credit ratings, tax policies, and jurisdictions in which they operate, and therefore, can vary significantly across companies. Depreciation and amortization are dependent on company policies including how the assets are utilized as well as the lives
assigned to the assets, and contra revenues is dependent on company policies and strategic decisions regarding payments to hotel owners. We exclude revenues for the reimbursement of costs and costs incurred on behalf of managed and franchised properties
which relate to the reimbursement of payroll costs and for system-wide services and programs that we operate for the benefit of our hotel owners as contractually we do not provide services or operate the related programs to generate a profit over the terms of the
respective contracts. Over the long term, these programs and services are not designed to impact our economics, either positively or negatively. Therefore, we exclude the net impact when evaluating period-over-period changes in our operating results. Adjusted
EBITDA includes costs incurred on behalf of our managed and franchised properties related to system-wide services and programs that we do not intend to recover from hotel owners. We exclude stock-based compensation expense to remove the variability
amongst companies resulting from different compensation plans companies have adopted. Finally, we exclude other items that are not core to our operations, such as asset impairments and unrealized and realized gains and losses on marketable securities.
Adjusted EBITDA and EBITDA are not substitutes for net income (loss) attributable to Hyatt Hotels Corporation, net income (loss), or any other measure prescribed by GAAP. There are limitations to using non-GAAP measures such as Adjusted EBITDA and
EBITDA. Although we believe that Adjusted EBITDA can make an evaluation of our operating performance more consistent because it removes items that do not reflect our core operations, other companies in our industry may define Adjusted EBITDA differently
than we do. As a result, it may be difficult to use Adjusted EBITDA or similarly named non-GAAP measures that other companies may use to compare the performance of those companies to our performance. Because of these limitations, Adjusted EBITDA should
not be considered as a measure of the income (loss) generated by our business. Our management compensates for these limitations by reference to its GAAP results and using Adjusted EBITDA supplementally.
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DEFINITIONS
Adjusted Selling, General, and Administrative (SG&A) Expenses
Adjusted SG&A expenses, as we define it, is a non-GAAP measure. Adjusted SG&A expenses exclude the impact of deferred compensation plans funded through rabbi trusts and stock-based compensation expense. Adjusted SG&A expenses assist us in
comparing our performance over various reporting periods
on a consistent basis because it removes from our operating results the impact of items that do not reflect our core operations, both on a segment and consolidated basis.

Comparable Owned and Leased Hotels Operating Margin
We define comparable owned and leased hotels operating margin as the difference between comparable owned and leased hotels revenues and comparable owned and leased hotels expenses. Comparable owned and leased hotels revenues is
calculated by removing non-comparable hotels revenues from owned and leased hotels revenues as reported in our consolidated statements of income (loss). Comparable owned and leased hotels expenses is calculated by removing both noncomparable owned and leased hotels expenses and the impact of expenses funded through rabbi trusts from owned and leased hotels expenses as reported in our consolidated statements of income (loss). We believe comparable owned and leased
hotels operating margin is useful to investors because it provides investors the same information that the Company uses internally for purposes of assessing operating performance.
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