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This Current Report on Form 8-K (“Current Report”) contains forward-looking statements within the meaning of federal securities laws and regulations. These forward-
looking statements are identified by their use of terms and phrases such as “believe,” “expect,” “intend,” “project,” “anticipate,” “position,”  and other similar terms and
phrases, including references to assumptions and forecasts of future results. Forward-looking statements are not guarantees of future performance and involve known and
unknown risks, uncertainties and other factors which may cause the actual results to differ materially from those anticipated at the time the forward-looking statements are
made. These risks include, but are not limited to those risks and uncertainties associated with our business described from time to time in our filings with the Securities and
Exchange Commission, including our Annual Report on Form 10-K filed on February 27, 2018. Although we believe the expectations reflected in such forward-looking
statements are based upon reasonable assumptions, we can give no assurance that the expectations will be attained or that any deviation will not be material. All information
in this Current Report is as of the date of this Current Report, and we undertake no obligation to update any forward-looking statement to conform the statement to actual
results or changes in our expectations.

ITEM 2.02. Results of Operations and Financial Condition.
On November 5, 2018, DiamondRock Hospitality Company (the “Company”) issued a press release announcing its financial results for the three and nine months ended

September 30, 2018. A copy of that press release is furnished as Exhibit 99.1 and is incorporated by reference herein.

The information furnished pursuant to this Item 2.02, including Exhibit 99.1, shall not be deemed “filed” for any purpose, including for the purposes of Section 18 of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that Section, and shall not be deemed to be incorporated by
reference into any filing under the Securities Act of 1933, as amended, or the Exchange Act, regardless of any general incorporation language in such filing.

ITEM 7.01. Regulation FD Disclosure
A copy of a slide presentation that the Company intends to use at investor meetings is attached to this Current Report as Exhibit 99.2 and is incorporated by reference

herein. Additionally, the Company has provided a supplement to its investor presentation to provide information on the rebuilding and repositioning of the Frenchman's Reef
and Morning Star Beach Resort, which is attached to this Current Report as Exhibit 99.3 and is incorporated by reference herein. The Company has posted both presentations
in the investor relations/presentations section of its website at www.drhc.com.

The information furnished pursuant to this Item 7.01, including Exhibit 99.2 and 99.3, shall not be deemed “filed” for any purpose, including for the purposes of Section
18 of the Exchange Act, or otherwise subject to the liabilities of that Section, and shall not be deemed to be incorporated by reference into any filing under the Securities Act of
1933, as amended, or the Exchange Act, regardless of any general incorporation language in such filing. This Current Report will not be deemed an admission as to the
materiality of any information in this Current Report that is required to be disclosed solely by Regulation FD.

ITEM 9.01. Financial Statements and Exhibits.
(d) Exhibits.

The following exhibits are included with this report: 

   

Exhibit No.   Description
  

99.1   Press Release, dated November 5, 2018
99.2  Investor Presentation - November 2018
99.3  Investor Presentation - Frenchman's Reef and Morning Star Bach Resort
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FOR IMMEDIATE RELEASE

DIAMONDROCK HOSPITALITY COMPANY REPORTS THIRD QUARTER 2018 RESULTS

Increases Share Repurchase Authorization

Launches Repositioning of Frenchman's Reef

Pending Acquisition of California Luxury Resort on Track

BETHESDA, Maryland, Monday, November 5, 2018 – DiamondRock Hospitality Company (the “Company”) (NYSE: DRH), a lodging-focused real estate investment trust
that owns a portfolio of 30 premium hotels in the United States, today announced results of operations for the quarter ended September 30, 2018.

Third Quarter 2018 Highlights

• Net Income: Net income was $31.4 million and earnings per diluted share was $0.15.

• Comparable RevPAR: RevPAR was $192.07, a 0.7% decrease from the comparable period of 2017.

• Comparable Hotel Adjusted EBITDA Margin: Hotel Adjusted EBITDA margin was 31.51%, a 4 basis point contraction from the comparable period of 2017. The
Company maintained tight cost controls with total comparable hotel expenses increasing only 1.4%.

• Adjusted EBITDA: Adjusted EBITDA was $70.3 million, an increase of $7.2 million from 2017.

• Adjusted FFO: Adjusted FFO was $56.9 million and Adjusted FFO per diluted share was $0.27.

• Business Interruption Income: The Company recognized $8.2 million of business interruption income during the quarter related to the insurance claims for
Frenchman's Reef and Morning Star Marriott Beach Resort, Havana Cabana Key West and The Lodge at Sonoma Renaissance Resort & Spa.

• Insurance Claim Settlements: The Company settled its insurance claims for the Havana Cabana Key West and The Lodge at Sonoma Renaissance Resort & Spa in
July 2018.

• Dividends: The Company declared a dividend of $0.125 per share during the third quarter, which was paid on October 12, 2018.

Recent Development

• October RevPAR: Comparable RevPAR for October 2018 increased 3.0% from the comparable period in 2017.

Mark W. Brugger, President and Chief Executive Officer of DiamondRock Hospitality Company stated, “While third quarter results came in modestly below expectations, our
asset management team did an excellent job maintaining cost controls during the quarter. We are adjusting our full year 2018 RevPAR guidance to reflect recent



weather events and headwinds from the union strike at our Westin Boston. Separately, we are excited to announce the launch of the rebuilding and repositioning of the
Frenchman's Reef and Morning Star Beach Resort into what will be one of the finest resorts in the Caribbean. Finally, our luxury resort acquisition in Northern California
remains on track to close during the fourth quarter.”

Operating Results    

Please see “Non-GAAP Financial Measures” attached to this press release for an explanation of the terms “EBITDAre,” “Adjusted EBITDA,” “Hotel Adjusted EBITDA
Margin,” “FFO” and “Adjusted FFO” and a reconciliation of these measures to net income. Comparable operating results include our 2018 and 2017 acquisitions for all
periods presented and exclude the Frenchman's Reef and Morning Star Marriott Beach Resort (“Frenchman's Reef”) and Havana Cabana Key West for all periods presented
due to the closure of these hotels. In addition, comparable operating results exclude Hotel Rex beginning September 1, 2018 and the comparable period of 2017 due to the
closure of the hotel for renovation. See “Reconciliation of Comparable Operating Results” attached to this press release for a reconciliation to historical amounts.

For the quarter ended September 30, 2018, the Company reported the following:

 Third Quarter  

 2018  2017 Change
Comparable Operating Results (1)     
ADR $233.14  $227.91 2.3 %
Occupancy 82.4%  84.9% -2.5 percentage points
RevPAR $192.07  $193.45 -0.7 %
Revenues $219.1 million  $217.9 million 0.6 %
Hotel Adjusted EBITDA Margin 31.51%  31.55% -4 basis points
     

Actual Operating Results (2)     
Revenues $220.8 million  $223.5 million -1.2 %
Net income $31.4 million  $21.6 million $9.8 million
Earnings per diluted share $0.15  $0.11 $0.04
Adjusted EBITDA $70.3 million  $63.1 million $7.2 million
Adjusted FFO $56.9 million  $50.1 million $6.8 million
Adjusted FFO per diluted share $0.27  $0.25 $0.02
(1) Comparable operating results exclude Frenchman’s Reef and Havana Cabana Key West for all periods presented and Hotel Rex from September 1, 2018 to September 30, 2018 and the comparable period of 2017
and include pre-acquisition operating results for The Landing Resort & Spa and Hotel Palomar Phoenix from July 1, 2017 to September 30, 2017. The pre-acquisition operating results were obtained from the seller
of the hotels during the acquisition due diligence process. We have made no adjustments to the amounts provided to us by the seller. The pre-acquisition operating results were not audited or reviewed by the
Company's independent auditors.
(2) Actual operating results include Frenchman’s Reef, Havana Cabana Key West and Hotel Rex and the operating results of hotels acquired for the Company's respective ownership periods.

The Company's operating results for the quarter ended September 30, 2018 were negatively impacted by renovation disruption at the Vail Marriott and the Westin Fort
Lauderdale Beach Resort. Excluding both hotels, the Company's Comparable RevPAR increased 0.7% and Comparable Hotel Adjusted EBITDA margins expanded 35 basis
points.
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For the nine months ended September 30, 2018, the Company reported the following:

 Year to Date  

 2018  2017 Change
Comparable Operating Results (1)     
ADR $231.73  $226.24 2.4 %
Occupancy 79.8%  80.9% - 1.1 percentage points
RevPAR $184.87  $183.09 1.0 %
Revenues $642.6 million  $633.9 million 1.4 %
Hotel Adjusted EBITDA Margin 30.45%  31.13% -68 basis points
     

Actual Operating Results (2)     
Revenues $640.3 million  $663.0 million -3.4 %
Net income $63.8 million  $67.1 million -$3.3 million
Earnings per diluted share $0.31  $0.33 -$0.02
Adjusted EBITDA $189.5 million  $188.1 million $1.4 million
Adjusted FFO $156.2 million  $150.2 million $6.0 million
Adjusted FFO per diluted share $0.76  $0.75 $0.01
(1) Comparable operating results exclude Frenchman’s Reef and Havana Cabana Key West for all periods presented and Hotel Rex from September 1, 2018 to September 30, 2018 and the comparable period of 2017
and include pre-acquisition operating results for The Landing Resort & Spa and Hotel Palomar Phoenix from January 1, 2018 to February 28, 2018 and January 1, 2017 to September 30, 2017 and for L'Auberge de
Sedona and Orchards Inn Sedona from January 1, 2017 to February 27, 2017. The pre-acquisition operating results were obtained from the seller of the hotels during the acquisition due diligence process. We have
made no adjustments to the amounts provided to us by the seller. The pre-acquisition operating results were not audited or reviewed by the Company's independent auditors.
(2) Actual operating results include Frenchman’s Reef, Havana Cabana Key West and Hotel Rex and the operating results of hotels acquired for the Company's respective ownership periods.

Update on Insurance Claims

As previously disclosed, the Company has filed insurance claims resulting from the hurricanes that impacted Frenchman’s Reef and Havana Cabana Key West in 2017, as well
as from the 2017 wildfires in Northern California that impacted The Lodge at Sonoma. In July 2018, the Company settled the insurance claims for Havana Cabana Key West
and The Lodge at Sonoma. During the third quarter, the Company recognized $8.2 million of business interruption income related to Frenchman's Reef, Havana Cabana Key
West and The Lodge at Sonoma, as well as a $1.7 million gain on the settlement of the property damage claim for Havana Cabana Key West. Year to date, the Company has
recognized $16.3 million of business interruption income.

Frenchman’s Reef: During the third quarter, the Company signed a memorandum of understanding with the government of the U.S. Virgin Islands to support the rebuilding of
the hotel, which was significantly damaged by last year's hurricanes and remains closed. The public-private partnership will provide economic support for the rebuilding of the
hotel, as well as ongoing tax incentives once the hotel is reopened. With the site fully stabilized, the Company has begun preparations for a comprehensive rebuild to begin in
the fourth quarter. The Company projects that Frenchman’s Reef will reopen in the second quarter of 2020.     

The Company submitted an updated insurance claim during the third quarter and is working diligently with its insurance carriers to ensure the best outcome for its
shareholders, while negotiating with major hotel operators regarding the future branding and management of the resort. The Company has filed a supplement to its investor
presentation with additional details regarding the rebuild and future vision for Frenchman’s Reef.
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Capital Expenditures

The Company invested approximately $76.8 million in capital improvements at its hotels during the nine months ended September 30, 2018, primarily related to the
completion of renovations at the Chicago Marriott Downtown, Havana Cabana Key West, Bethesda Marriott Suites, Westin Boston Waterfront Hotel, Westin Fort Lauderdale
Beach Resort and the Vail Marriott Mountain Resort & Spa. The Company continues to expect to spend approximately $135 million for capital improvements in 2018.
Significant projects planned for the remainder of 2018 include:

• Hotel Rex: In connection with its addition to the Viceroy Collection, the Company commenced a comprehensive renovation and re-positioning of the hotel in
September 2018. The hotel is closed for approximately four months during renovation and will reopen as the Hotel Emblem. The renovation is expected to be
completed in time to take advantage of an expected strong 2019 lodging market in San Francisco.

• JW Marriott Denver: The Company expects to begin renovating the hotel's guest rooms, public space and meeting rooms in the fourth quarter of 2018, with the
majority of the work occurring in 2019. The renovation is expected to secure the hotel's position as the top luxury hotel in the high-end Cherry Creek submarket of
Denver.

The Company incurred approximately $2.5 million in displacement of Hotel Adjusted EBITDA for the third quarter of 2018, primarily attributed to the renovations of the Vail
Marriott Mountain Resort & Spa, Westin Fort Lauderdale Beach Resort and Hotel Rex. The Company anticipates approximately $1.0 million in additional Hotel Adjusted
EBITDA displacement for the remainder of 2018, which is primarily attributable to the renovation closure of the Hotel Rex.

Pending Acquisition Update
 
As previously disclosed, the Company is under contract to purchase a luxury resort in California for approximately $150 million. In connection with the acquisition, the
Company will issue up to 1.2 million of common limited partnership interests in the Company's Operating Partnership to the sellers at $11.76 per unit. While certain closing
conditions remain, the Company expects the transaction to close before the end of the 2018.

Balance Sheet
 
As of September 30, 2018, the Company had $169.7 million of unrestricted cash on hand and approximately $931.6 million of total debt, which primarily consisted of
property-specific mortgage debt and $300.0 million of unsecured term loans. The Company currently has no outstanding borrowings on its $300.0 million senior unsecured
credit facility and 22 of its 30 hotels are unencumbered by debt.

Subsequent to the end of the quarter, the Company entered into a new five-year $50 million term loan to support the Company’s pending acquisition. The term loan will be
funded upon closing of the acquisition before the end of the year. The interest rate on the term loan is based on a pricing grid ranging from 140 to 220 basis points over LIBOR,
based on the Company's leverage ratio.

Increased Share Repurchase Authorization
 
The Board of Directors approved an increase to the Company's share repurchase authorization from $150 million to $250 million.

Dividends

The Company’s Board of Directors declared a quarterly dividend of $0.125 per share to stockholders of record as of September 28, 2018. The dividend was paid on October
12, 2018.
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Guidance

The Company is providing annual guidance for 2018, but does not undertake to update it for any developments in its business.  Achievement of the anticipated results is
subject to the risks disclosed in the Company’s filings with the U.S. Securities and Exchange Commission. 
 
The Company is revising its 2018 guidance for RevPAR growth primarily to incorporate the impact of weather events in the third quarter, the union strike at the Westin Boston
Waterfront Hotel in the fourth quarter and ongoing Marriott/Starwood integration issues. Adjusted EBITDA is further revised for the impact of higher than expected property
tax reassessments in Chicago and lower than expected business interruption income. The Company expects the full year 2018 results to be as follows:

  Previous Guidance Revised Guidance
Change at Midpoint Metric Low End High End Low End High End 

 Comparable RevPAR Growth 1.5 percent 2.5 percent 1.0 percent 1.5 percent -75 bps

 Adjusted EBITDA $254 million $263 million $250 million $255 million -$6.0 million

 Adjusted FFO $205 million $212 million $205 million $209 million -$1.5 million

 Adjusted FFO per share (based on 206.6 million diluted shares) $0.99 per share $1.03 per share $0.99 per share $1.01 per share -$0.01 per share

The guidance above incorporates the following assumptions:

• Business interruption insurance income of approximately $19 million;
• Corporate expenses of approximately $29 million;
• Real estate taxes of approximately $56 million, which increased $1 million compared to prior guidance due to recent assessments at the Company's Chicago hotels;
• Interest expense of approximately $41 million;
• Income tax expense of $4 million to $5 million; and
• Does not include the pending acquisition.
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Selected Quarterly Comparable Operating Information

The following table is presented to provide investors with selected quarterly comparable operating information. The operating information includes the Company's 2018 and
2017 acquisitions and excludes Frenchman's Reef and Havana Cabana Key West for all periods presented and Hotel Rex for September 1, 2017 to December 31, 2017.

 Quarter 1, 2017 Quarter 2, 2017 Quarter 3, 2017 Quarter 4, 2017 Full Year 2017

ADR $ 211.28 $ 237.36 $ 227.91 $ 236.21 $ 228.66
Occupancy 73.2% 84.6% 84.9% 77.5% 80.1%
RevPAR $ 154.64 $ 200.85 $ 193.45 $ 183.17 $ 183.11
Revenues (in thousands) $ 184,233 $ 231,798 $ 217,882 $ 213,038 $ 846,951
Hotel Adjusted EBITDA (in thousands) $ 47,423 $ 81,192 $ 68,736 $ 66,435 $ 263,786
        % of full Year 17.9% 30.8% 26.1% 25.2% 100.0%
Hotel Adjusted EBITDA Margin 25.74% 35.03% 31.55% 31.18% 31.15%
Available Rooms 840,690 850,031 852,000 849,086 3,391,807

Earnings Call

The Company will host a conference call to discuss its third quarter results on Tuesday, November 6, 2018, at 9:00 a.m. Eastern Time (ET). To participate in the live call,
investors are invited to dial 844-287-6622 (for domestic callers) or 530-379-4559 (for international callers). The participant passcode is 9849529. A live webcast of the call
will be available via the investor relations section of DiamondRock Hospitality Company’s website at www.drhc.com or www.earnings.com. A replay of the webcast will also
be archived on the website for one week.

About the Company

DiamondRock Hospitality Company is a self-advised real estate investment trust (REIT) that is an owner of a leading portfolio of geographically diversified hotels
concentrated in top gateway markets and destination resort locations. The Company owns 30 premium quality hotels with over 9,900 rooms. The Company has strategically
positioned its hotels to be operated both under leading global brand families such as Hilton and Marriott as well as unique boutique hotels in the lifestyle segment. For further
information on the Company and its portfolio, please visit DiamondRock Hospitality Company’s website at www.drhc.com.

This press release contains forward-looking statements within the meaning of federal securities laws and regulations. These forward-looking statements are identified by their
use of terms and phrases such as “believe,” “expect,” “intend,” “project,” “forecast,” “plan” and other similar terms and phrases, including references to assumptions and
forecasts of future results. Forward-looking statements are not guarantees of future performance and involve known and unknown risks, uncertainties and other factors which
may cause the actual results to differ materially from those anticipated at the time the forward-looking statements are made, including statements related to the expected
duration of closure of Frenchman’s Reef and anticipated insurance coverage. These risks include, but are not limited to: national and local economic and business conditions,
including the potential for additional terrorist attacks, that will affect occupancy rates at the Company’s hotels and the demand for hotel products and services; operating risks
associated with the hotel business; risks associated with the level of the Company’s indebtedness; relationships with property managers; the ability to compete effectively in
areas such as access, location, quality of accommodations and room rate structures; changes in travel patterns, taxes and government regulations which influence or
determine wages, prices, construction procedures and costs; and other risk factors contained in the Company’s filings with the Securities and Exchange Commission. Although
the Company believes the expectations reflected in such forward-looking statements are based upon reasonable assumptions, it can give no assurance that the expectations will
be attained or that any deviation will not be material. All information in this release is as of the date of this release, and the Company undertakes no obligation to update any
forward-looking statement to conform the statement to actual results or changes in the Company’s expectations.
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DIAMONDROCK HOSPITALITY COMPANY 
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)
(unaudited)

 September 30, 2018  December 31, 2017
ASSETS    

Property and equipment, net $ 2,802,889  $ 2,692,286
Restricted cash 42,624  40,204
Due from hotel managers 100,613  86,621
Favorable lease assets, net 46,216  26,690
Prepaid and other assets (1) 16,330  71,488
Cash and cash equivalents 169,654  183,569

Total assets $ 3,178,326  $ 3,100,858

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Liabilities:    
Mortgage and other debt, net of unamortized debt issuance costs $ 633,139  $ 639,639
Term loans, net of unamortized debt issuance costs 298,498  298,153

Total debt 931,637  937,792
    

Deferred income related to key money, net 11,838  14,307
Unfavorable contract liabilities, net 73,977  70,734
Deferred ground rent 91,957  86,614
Due to hotel managers 64,879  74,213
Dividends declared and unpaid 26,648  25,708
Accounts payable and accrued expenses (2) 61,177  57,845

Total other liabilities 330,476  329,421
Stockholders’ Equity:    
Preferred stock, $0.01 par value; 10,000,000 shares authorized; no shares issued and outstanding —  —
Common stock, $0.01 par value; 400,000,000 shares authorized; 207,840,943 and 200,306,733 shares issued and

outstanding at September 30, 2018 and December 31, 2017, respectively 2,078  2,003
Additional paid-in capital 2,157,968  2,061,451
Accumulated deficit (243,833)  (229,809)

Total stockholders’ equity 1,916,213  1,833,645

Total liabilities and stockholders’ equity $ 3,178,326  $ 3,100,858

(1) Includes $55.8 million of insurance receivables as of December 31, 2017, $0.9 million of deferred tax assets, $5.5 million and $8.0 million of prepaid expenses and $9.9 million and $6.8 million of other assets as
of September 30, 2018 and December 31, 2017, respectively.

(2) Includes $6.0 million of deferred tax liabilities, $3.3 million and $11.2 million of accrued hurricane-related costs, $17.3 million and $15.3 million of accrued property taxes, $17.8 million and $11.7 million of
accrued capital expenditures, and $16.8 million and $13.6 million of other accrued liabilities as of September 30, 2018 and December 31, 2017, respectively.
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DIAMONDROCK HOSPITALITY COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)
(unaudited)

 Three Months Ended September 30,  Nine Months Ended September 30,
 2018  2017  2018  2017
Revenues:        
Rooms $ 165,750  $ 167,990  $ 469,786  $ 483,305
Food and beverage 42,922  42,651  135,286  140,191
Other 12,146  12,845  35,225  39,472

Total revenues 220,818  223,486  640,297  662,968
Operating Expenses:        
Rooms 41,779  41,945  117,972  120,411
Food and beverage 29,047  30,794  88,202  93,324
Management fees 6,099  5,356  15,542  18,317
Other hotel expenses 78,731  77,769  241,437  228,036
Depreciation and amortization 26,369  25,083  77,304  75,031
Impairment losses —  2,357  —  2,357
Hotel acquisition costs —  (245)  —  2,028
Corporate expenses 4,521  6,109  22,139  19,199
Business interruption insurance income (8,227)  —  (16,254)  —
Gain on property insurance settlement

(1,730)  —  (1,730)  —
Total operating expenses, net 176,589  189,168  544,612  558,703

Operating profit 44,229  34,318  95,685  104,265
        
Interest and other income, net (621)  (372)  (1,428)  (923)
Interest expense 10,233  9,692  30,384  28,790
Loss on early extinguishment of debt —  —  —  274
  Total other expenses, net 9,612  9,320  28,956  28,141
Income before income taxes 34,617  24,998  66,729  76,124
Income tax expense (3,174)  (3,375)  (2,939)  (9,019)
Net income $ 31,443  $ 21,623  $ 63,790  $ 67,105

Earnings per share:        
Basic earnings per share $ 0.15  $ 0.11  $ 0.31  $ 0.33

Diluted earnings per share $ 0.15  $ 0.11  $ 0.31  $ 0.33

        

Weighted-average number of common shares outstanding:        
Basic 208,758,945  200,834,910  204,520,637  200,767,104

Diluted 209,597,037  201,424,400  205,349,762  201,353,649
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Non-GAAP Financial Measures

We use the following non-GAAP financial measures that we believe are useful to investors as key measures of our operating performance: EBITDA, EBITDAre, Adjusted EBITDA,
Hotel EBITDA, Hotel Adjusted EBITDA, FFO and Adjusted FFO. These measures should not be considered in isolation or as a substitute for measures of performance in accordance with U.S.
GAAP. EBITDA, EBITDAre, Adjusted EBITDA, Hotel EBITDA, Hotel Adjusted EBITDA, FFO and Adjusted FFO, as calculated by us, may not be comparable to other companies that do not
define such terms exactly as the Company.

Use and Limitations of Non-GAAP Financial Measures

Our management and Board of Directors use EBITDA, EBITDAre, Adjusted EBITDA, Hotel EBITDA, Hotel Adjusted EBITDA, FFO and Adjusted FFO to evaluate the performance
of our hotels and to facilitate comparisons between us and other lodging REITs, hotel owners who are not REITs and other capital intensive companies. The use of these non-GAAP financial
measures has certain limitations. These non-GAAP financial measures as presented by us, may not be comparable to non-GAAP financial measures as calculated by other real estate companies.
These measures do not reflect certain expenses or expenditures that we incurred and will incur, such as depreciation, interest and capital expenditures. We compensate for these limitations by
separately considering the impact of these excluded items to the extent they are material to operating decisions or assessments of our operating performance. Our reconciliations to the most
comparable U.S. GAAP financial measures, and our consolidated statements of operations and cash flows, include interest expense, capital expenditures, and other excluded items, all of which
should be considered when evaluating our performance, as well as the usefulness of our non-GAAP financial measures.

These non-GAAP financial measures are used in addition to and in conjunction with results presented in accordance with U.S. GAAP. They should not be considered as alternatives to
operating profit, cash flow from operations, or any other operating performance measure prescribed by U.S. GAAP. These non-GAAP financial measures reflect additional ways of viewing our
operations that we believe, when viewed with our U.S. GAAP results and the reconciliations to the corresponding U.S. GAAP financial measures, provide a more complete understanding of
factors and trends affecting our business than could be obtained absent this disclosure. We strongly encourage investors to review our financial information in its entirety and not to rely on a
single financial measure.

EBITDA, EBITDAre and FFO

EBITDA represents net income (calculated in accordance with U.S. GAAP) excluding: (1) interest expense; (2) provision for income taxes, including income taxes applicable to sale of
assets; and (3) depreciation and amortization. The Company computes EBITDAre in accordance with the National Association of Real Estate Investment Trusts ("Nareit") guidelines, as defined
in its September 2017 white paper "Earnings Before Interest, Taxes, Depreciation and Amortization for Real Estate." EBITDAre represents net income (calculated in accordance with U.S.
GAAP) adjusted for: (1) interest expense; (2) provision for income taxes, including income taxes applicable to sale of assets; (3) depreciation and amortization; (4) gains or losses on the
disposition of depreciated property including gains or losses on change of control; (5) impairment write-downs of depreciated property and of investments in unconsolidated affiliates caused by
a decrease in value of depreciated property in the affiliate; and (6) adjustments to reflect the entity's share of EBITDAre of unconsolidated affiliates.

We believe EBITDA and EBITDAre are useful to an investor in evaluating our operating performance because they help investors evaluate and compare the results of our operations
from period to period by removing the impact of our capital structure (primarily interest expense) and our asset base (primarily depreciation and amortization, and in the case of EBITDAre,
impairment and gains or losses on dispositions of depreciated property) from our operating results. In addition, covenants included in our debt agreements use EBITDA as a measure of financial
compliance. We also use EBITDA and EBITDAre as one measure in determining the value of hotel acquisitions and dispositions.

The Company computes FFO in accordance with standards established by the Nareit, which defines FFO as net income determined in accordance with U.S. GAAP, excluding gains or
losses from sales of properties and impairment losses, plus depreciation and amortization. The Company believes that the presentation of FFO provides useful information to investors regarding
its operating performance because it is a measure of the Company's operations without regard to specified non-cash items, such as real estate depreciation and amortization and gains or losses
on the sale of assets. The Company also uses FFO as one measure in assessing its operating results.

Hotel EBITDA

Hotel EBITDA represents net income excluding: (1) interest expense, (2) income taxes, (3) depreciation and amortization, (4) corporate general and administrative expenses (shown as
corporate expenses on the consolidated statements of operations), and (5) hotel acquisition costs. We believe that Hotel EBITDA provides our investors a useful financial measure to evaluate
our hotel operating
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performance, excluding the impact of our capital structure (primarily interest), our asset base (primarily depreciation and amortization), and our corporate-level expenses (corporate expenses
and hotel acquisition costs). With respect to Hotel EBITDA, we believe that excluding the effect of corporate-level expenses provides a more complete understanding of the operating results
over which individual hotels and third-party management companies have direct control. We believe property-level results provide investors with supplemental information on the ongoing
operational performance of our hotels and effectiveness of the third-party management companies operating our business on a property-level basis.

Adjustments to EBITDA, FFO and Hotel EBITDA

We adjust EBITDA, FFO and Hotel EBITDA when evaluating our performance because we believe that the exclusion of certain additional items described below provides useful
supplemental information to investors regarding our ongoing operating performance and that the presentation of Adjusted EBITDA, Adjusted FFO and Hotel Adjusted EBITDA when combined
with U.S. GAAP net income, EBITDA, FFO and Hotel EBITDA, is beneficial to an investor's complete understanding of our consolidated and property-level operating performance. Hotel
Adjusted EBITDA margins are calculated as Hotel Adjusted EBITDA divided by total hotel revenues.

We adjust EBITDA, FFO and Hotel EBITDA for the following items:

• Non-Cash Ground Rent: We exclude the non-cash expense incurred from the straight line recognition of rent from our ground lease obligations and the non-cash amortization of our
favorable lease assets. We exclude these non-cash items because they do not reflect the actual rent amounts due to the respective lessors in the current period and they are of lesser
significance in evaluating our actual performance for that period.

• Non-Cash Amortization of Favorable and Unfavorable Contracts: We exclude the non-cash amortization of the favorable and unfavorable contracts recorded in conjunction with
certain acquisitions because the non-cash amortization is based on historical cost accounting and is of lesser significance in evaluating our actual performance for that period.

• Cumulative Effect of a Change in Accounting Principle: Infrequently, the Financial Accounting Standards Board (FASB) promulgates new accounting standards that require the
consolidated statement of operations to reflect the cumulative effect of a change in accounting principle. We exclude the effect of these adjustments, which include the accounting
impact from prior periods, because they do not reflect the Company’s actual underlying performance for the current period.

• Gains or Losses from Early Extinguishment of Debt: We exclude the effect of gains or losses recorded on the early extinguishment of debt because these gains or losses result from
transaction activity related to the Company’s capital structure that we believe are not indicative of the ongoing operating performance of the Company or our hotels.

• Hotel Acquisition Costs: We exclude hotel acquisition costs expensed during the period because we believe these transaction costs are not reflective of the ongoing performance of
the Company or our hotels.

• Severance Costs: We exclude corporate severance costs, or reversals thereof, incurred with the termination of corporate-level employees and severance costs incurred at our hotels
related to lease terminations or structured severance programs because we believe these costs do not reflect the ongoing performance of the Company or our hotels.

• Hotel Manager Transition Items: We exclude the transition items associated with a change in hotel manager because we believe these items do not reflect the ongoing performance of
the Company or our hotels.

• Other Items:  From time to time we incur costs or realize gains that we consider outside the ordinary course of business and that we do not believe reflect the ongoing performance of
the Company or our hotels. Such items may include, but are not limited to, the following: pre-opening costs incurred with newly developed hotels; lease preparation costs incurred to
prepare vacant space for marketing; management or franchise contract termination fees; gains or losses from legal settlements; costs incurred related to natural disasters; and gains
from insurance proceeds, other than income related to business interruption insurance.

In addition, to derive Adjusted FFO we exclude any fair value adjustments to debt instruments. We exclude these non-cash amounts because they do not reflect the underlying
performance of the Company.
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Reconciliations of Non-GAAP Measures

EBITDA, EBITDAre and Adjusted EBITDA

The following tables are reconciliations of our GAAP net income to EBITDA, EBITDAre and Adjusted EBITDA (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,
 2018  2017  2018  2017
Net income $ 31,443  $ 21,623  $ 63,790  $ 67,105

Interest expense 10,233  9,692  30,384  28,790
Income tax expense 3,174  3,375  2,939  9,019
Real estate related depreciation and amortization 26,369  25,083  77,304  75,031

EBITDA 71,219  59,773  174,417  179,945
Impairment losses —  2,357  —  2,357
Gain on sale of hotel properties —  —  —  —

EBITDAre 71,219  62,130  174,417  182,302
Non-cash ground rent 1,838  1,591  5,316  4,756
Non-cash amortization of favorable and unfavorable contract liabilities, net (495)  (478)  (1,474)  (1,434)
Hotel acquisition costs (1) —  (245)  —  2,028
Hurricane-related costs (2) 1,690  1,493  3,005  1,493
Hotel manager transition and pre-opening items (3) 100  (1,362)  (1,699)  (1,362)
Gain on property insurance settlement (1,730)  —  (1,730)  —
Loss on early extinguishment of debt —  —  —  274
Severance costs (4) (2,351)  —  11,691  —

Adjusted EBITDA $ 70,271  $ 63,129  $ 189,526  $ 188,057

(1)

 
During the three months ended September 30, 2017, we recorded a refund of $0.2 million of transfer taxes originally paid to the City and County of San Francisco in connection with our acquisition of the

Hotel Rex.
(2)

 
Represents stabilization, cleanup, and other costs (such as professional fees and hotel labor) incurred at our hotels impacted by Hurricanes Irma or Maria that have not been or are not expected to be

recovered by insurance.
(3)Three months ended September 30, 2018 consists of $0.1 million related to manager transition costs at L'Auberge de Sedona and Orchards Inn Sedona and pre-opening costs related to the reopening of the

Havana Cabana Key West and Hotel Rex. Nine months ended September 30, 2018 consists of (a) manager transition costs of $0.1 million related to the Hotel Rex, L'Auberge de Sedona and
Orchards Inn Sedona and (b) pre-opening costs of $0.4 million related to the reopening of the Havana Cabana Key West and Hotel Rex, offset by $2.2 million of accelerated amortization of key
money in connection with the termination of the Frenchman's Reef management agreement. Three and nine months ended September 30, 2017 consists of items related to the hotel manager change
at the Courtyard Manhattan Midtown East as follows: (a) employee severance costs of approximately $0.4 million, (b) transition costs of approximately $0.1 million, offset by $1.9 million of
accelerated amortization of key money in connection with the termination of the management agreement with Marriott.

(4) Three months ended September 30, 2018 consists of the reversal of expenses related to the departure of our former Executive Vice President and Chief Financial Officer, which is classified within
corporate expenses on the consolidated statement of operations. Nine months ended September 30, 2018 consists of (a) $10.9 million related to payments made to unionized employees under a
voluntary buyout program at the Lexington Hotel New York, which are classified within other hotel expenses on the consolidated statement of operations and (b) $0.8 million related to the departure of
our former Executive Vice President and Chief Financial Officer, which is classified within corporate expenses on the consolidated statement of operations.

 

11



 Full Year 2018 Guidance
 Low End  High End
Net income $ 85,230  $ 88,230

Interest expense 41,000  41,000
Income tax expense 4,000  5,000
Real estate related depreciation and amortization 103,000  104,000

EBITDAre 233,230  238,230
Non-cash ground rent 7,100  7,100
Non-cash amortization of favorable and unfavorable contracts, net (1,900)  (1,900)
Hotel manager transition and pre-opening items (1,400)  (1,400)
Gain on property insurance settlement

(1,730)  (1,730)
Hurricane-related costs 3,000  3,000
Severance costs 11,700  11,700

Adjusted EBITDA $ 250,000  $ 255,000

Hotel EBITDA and Hotel Adjusted EBITDA

The following table is a reconciliation of our GAAP net income to Hotel EBITDA and Hotel Adjusted EBITDA (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,
 2018  2017  2018  2017
Net income $ 31,443  $ 21,623  $ 63,790  $ 67,105

Interest expense 10,233  9,692  30,384  28,790
Income tax expense 3,174  3,375  2,939  9,019
Real estate related depreciation and amortization 26,369  25,083  77,304  75,031

EBITDA 71,219  59,773  174,417  179,945
Corporate expenses 4,521  6,109  22,139  19,199
Interest and other income, net (621)  (372)  (1,428)  (923)
Hotel acquisition costs (1) —  (245)  —  2,028
Loss on early extinguishment of debt —  —  —  274
Hurricane-related costs (2) 1,690  1,493  3,005  1,493
Impairment losses —  2,357  —  2,357
Severance (3) —  —  10,914  —
Gain on property insurance settlement (1,730)  —  (1,730)  —

Hotel EBITDA 75,079  69,115  207,317  204,373
Non-cash ground rent 1,838  1,591  5,316  4,756
Non-cash amortization of favorable and unfavorable contract liabilities,
net (495)  (478)  (1,474)  (1,434)
Hotel manager transition and pre-opening items (4) 100  (1,362)  (1,699)  (1,362)

Hotel Adjusted EBITDA $ 76,522  $ 68,866  $ 209,460  $ 206,333
     
(1)     During the three months ended September 30, 2017, we recorded a refund of $0.2 million of transfer taxes originally paid to the City and County of San Francisco in connection with our

acquisition of the Hotel Rex.
(2)     Represents stabilization, cleanup, and other costs (such as professional fees and hotel labor) incurred at our hotels impacted by Hurricanes Irma or Maria that have not been or are not

expected to be recovered by insurance.
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(3) Represents payments made to unionized employees under a voluntary buyout program at the Lexington Hotel New York, which are classified within other hotel expenses on the condensed consolidated
statement of operations.

(4) Three months ended September 30, 2018 consists of $0.1 million related to manager transition costs at L'Auberge de Sedona and Orchards Inn Sedona and pre-opening costs related to the
reopening of the Havana Cabana Key West and Hotel Rex. Nine months ended September 30, 2018 consists of (a) manager transition costs of $0.1 million related to the Hotel Rex, L'Auberge de
Sedona and Orchards Inn Sedona and (b) pre-opening costs of $0.4 million related to the reopening of the Havana Cabana Key West and Hotel Rex, offset by $2.2 million of accelerated amortization of
key money in connection with the termination of the Frenchman's Reef management agreement. Three and nine months ended September 30, 2017 consists of items related to the hotel manager change
at the Courtyard Manhattan Midtown East as follows: (a) employee severance costs of approximately $0.4 million, (b) transition costs of approximately $0.1 million, offset by $1.9 million of
accelerated amortization of key money in connection with the termination of the management agreement with Marriott.

FFO and Adjusted FFO

The following tables are reconciliations of our GAAP net income to FFO and Adjusted FFO (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,
        

 2018  2017  2018  2017
Net income $ 31,443  $ 21,623  $ 63,790  $ 67,105

Real estate related depreciation and amortization 26,369  25,083  77,304  75,031
Impairment losses —  2,357  —  2,357

FFO 57,812  49,063  141,094  144,493
Non-cash ground rent 1,838  1,591  5,316  4,756
Non-cash amortization of favorable and unfavorable contract liabilities, net (495)  (478)  (1,474)  (1,434)
Hotel acquisition costs (1) —  (245)  —  2,028
Hurricane-related costs (2) 1,690  1,493  3,005  1,493
Hotel manager transition and pre-opening items (3) 100  (1,362)  (1,699)  (1,362)
Gain on property insurance settlement (1,730)  —  (1,730)  —
Loss on early extinguishment of debt —  —  —  274
Severance costs (4) (2,351)  —  11,691  —
Fair value adjustments to debt instruments —  —  —  —

Adjusted FFO $ 56,864  $ 50,062  $ 156,203  $ 150,248

Adjusted FFO per diluted share $ 0.27  $ 0.25  $ 0.76  $ 0.75

(1)

 
During the three months ended September 30, 2017, we recorded a refund of $0.2 million of transfer taxes originally paid to the City and County of San Francisco in connection with our acquisition of the

Hotel Rex.
(2)

 
Represents stabilization, cleanup, and other costs (such as professional fees and hotel labor) incurred at our hotels impacted by Hurricanes Irma or Maria that have not been or are not expected to be

recovered by insurance.
(3)Three months ended September 30, 2018 consists of $0.1 million related to manager transition costs at L'Auberge de Sedona and Orchards Inn Sedona and pre-opening costs related to the reopening of the

Havana Cabana Key West and Hotel Rex. Nine months ended September 30, 2018 consists of (a) manager transition costs of $0.1 million related to the Hotel Rex, L'Auberge de Sedona and
Orchards Inn Sedona and (b) pre-opening costs of $0.4 million related to the reopening of the Havana Cabana Key West and Hotel Rex, offset by $2.2 million of accelerated amortization of key
money in connection with the termination of the Frenchman's Reef management agreement. Three and nine months ended September 30, 2017 consists of items related to the hotel manager change
at the Courtyard Manhattan Midtown East as follows: (a) employee severance costs of approximately $0.4 million, (b) transition costs of approximately $0.1 million, offset by $1.9 million of
accelerated amortization of key money in connection with the termination of the management agreement with Marriott.

(4) Three months ended September 30, 2018 consists of the reversal of expenses related to the departure of our former Executive Vice President and Chief Financial Officer, which is classified within
corporate expenses on the consolidated statement of operations. Nine months ended September 30, 2018 consists of (a) $10.9 million related to payments made to unionized employees under a
voluntary buyout program at the Lexington Hotel New York, which are classified within other hotel expenses on the consolidated statement of operations and (b) $0.8 million related to the departure of
our former Executive Vice President and Chief Financial Officer, which is classified within corporate expenses on the consolidated statement of operations.
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 Full Year 2018 Guidance
 Low End  High End
Net income $ 85,230  $ 88,230

Real estate related depreciation and amortization 103,000  104,000
FFO 188,230  192,230

Non-cash ground rent 7,100  7,100
Non-cash amortization of favorable and unfavorable contract liabilities, net (1,900)  (1,900)
Hotel manager transition and pre-opening items (1,400)  (1,400)
Gain on property insurance settlement (1,730)  (1,730)
Hurricane-related costs 3,000  3,000
Severance costs 11,700  11,700

Adjusted FFO $ 205,000  $ 209,000

Adjusted FFO per diluted share $ 0.99  $ 1.01

Reconciliation of Comparable Operating Results

The following presents the revenues, Hotel Adjusted EBITDA and Hotel Adjusted EBITDA Margin together with comparable prior year results, which includes the pre-acquisition results
for our 2018 and 2017 acquisitions and excludes the results for the closed hotels (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,
 2018  2017  2018  2017
Revenues $ 220,818  $ 223,486  $ 640,297  $ 662,968

Hotel revenues from prior ownership (1) —  7,676  5,305  27,268
Hotel revenues from closed hotels (2) (1,763)  (13,280)  (3,018)  (56,323)

Comparable Revenues $ 219,055  $ 217,882  $ 642,584  $ 633,913

        

Hotel Adjusted EBITDA $ 76,522  $ 68,866  $ 209,460  $ 206,333
Hotel Adjusted EBITDA from prior ownership (1) —  2,146  1,766  7,218
Hotel Adjusted EBITDA from closed hotels (2) (7,494)  (2,276)  (15,528)  (16,201)

Comparable Hotel Adjusted EBITDA $ 69,028  $ 68,736  $ 195,698  $ 197,350

        

Hotel Adjusted EBITDA Margin 34.65%  30.81%  32.71%  31.12%

Comparable Hotel Adjusted EBITDA Margin 31.51%  31.55%  30.45%  31.13%

(1) Amounts represent the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar for the period from January 1, 2018 to February 28, 2018 and January 1, 2017 to September
30, 2017, respectively and the pre-acquisition operating results of the L'Auberge de Sedona and Orchards Inn Sedona for the period from January 1, 2017 to February 27, 2017. The pre-
acquisition operating results were obtained from the respective sellers of the hotels during the acquisition due diligence process. We have made no adjustments to the amounts provided to us by
the seller. The pre-acquisition operating results were not audited or reviewed by the Company's independent auditors.

(2) Amounts represent the operating results of Frenchman's Reef and Havana Cabana Key West for all time periods presented and the operating results of Hotel Rex from September 1 through September
30, 2018 and 2017, respectively.
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Comparable Hotel Operating Expenses

The following table sets forth hotel operating expenses for the three and nine months ended September 30, 2018 and 2017 for each of the hotels that we owned during these periods. Our
GAAP hotel operating expenses for the three and nine months ended September 30, 2018 and 2017 consisted of the line items set forth below (dollars in thousands) under the column titled “As
Reported.” The amounts reported in this column include amounts that are not comparable period-over-period. In order to reflect the period in 2018 comparable to 2017, the amounts in the
column titled “Adjustments for Acquisitions” represent the pre-acquisition operating costs of The Landing Resort & Spa and the Hotel Palomar for the period from January 1, 2018 to February
28, 2018 and January 1, 2017 to September 30, 2017, respectively, and the L'Auberge de Sedona and Orchards Inn Sedona for the period from January 1, 2017 to February 27, 2017. The
amounts in the column titled “Adjustments for Closed Hotels” represent the operating costs for all periods presented of Frenchman's Reef and Havana Cabana Key West and Hotel Rex from
September 1, 2018 to September 30, 2018 and the comparable period of 2017. Both Frenchman's Reef and Havana Cabana Key West closed in early September 2017 in advance of Hurricane
Irma. Havana Cabana Key West reopened in April 2018 and Frenchman's Reef remains closed. Hotel Rex closed on September 4, 2018 for a comprehensive renovation. We provide this
important supplemental information to our investors because this information provides a useful means for investors to measure our operating performance on a comparative basis. See the
column titled “Comparable."

These non-GAAP financial measures are used in addition to and in conjunction with results presented in accordance with GAAP in this release. They should not be considered as
alternatives to operating profit, cash flow from operations, or any other operating performance measure prescribed by GAAP. These non-GAAP financial measures reflect additional ways of
viewing our operations at our hotels that we believe, when viewed with our GAAP results and the reconciliations to the corresponding GAAP financial measures, provide a more complete
understanding of factors and trends affecting our business than could be obtained absent this disclosure. We strongly encourage investors to review our financial information in its entirety and
not to rely on a single financial measure. In particular, we note the pre-acquisition operating results set forth in the column titled “Adjustments for Acquisitions” were obtained from the
respective sellers of the hotels during the acquisition due diligence process. We have made no adjustments to the amounts provided to us by the respective sellers. The pre-acquisition operating
results were not audited or reviewed by our independent auditors.
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 As Reported  Adjustments for
Closed Hotels  

Adjustments for
Acquisitions

 Comparable
 Three Months Ended September 30,   Three Months Ended September 30,
 2018  2017  % Change  2018  2017  2018  2017  2018  2017  % Change

Rooms departmental
expenses $ 41,779  $ 41,945  (0.4)%  $ (404)  $ (1,883)  $ —  $ 1,177  $ 41,375  $ 41,239  0.3 %
Food and beverage
departmental expenses 29,047  30,794  (5.7)%  (211)  (4,208)  —  1,916  28,836  28,502  1.2 %
Other direct
departmental 2,598  3,082  (15.7)%  (48)  (675)  —  100  2,550  2,507  1.7 %
General and
administrative 18,212  19,181  (5.1)%  (246)  (1,480)  —  776  17,966  18,477  (2.8)%
Utilities 5,567  6,487  (14.2)%  (101)  (1,247)  —  364  5,466  5,604  (2.5)%
Repairs and
maintenance 8,035  8,776  (8.4)%  (107)  (741)  —  181  7,928  8,216  (3.5)%
Sales and marketing 15,705  15,155  3.6 %  (161)  (1,231)  —  499  15,544  14,423  7.8 %
Franchise fees 6,503  6,231  4.4 %  —  —  —  —  6,503  6,231  4.4 %
Base management fees 4,725  3,373  40.1 %  (52)  (372)  —  197  4,673  3,198  46.1 %
Incentive management
fees 1,374  1,983  (30.7)%  —  —  —  —  1,374  1,983  (30.7)%
Property taxes 14,157  13,078  8.3 %  276  (86)  —  57  14,433  13,049  10.6 %
Ground rent 2,974  2,573  15.6 %  —  —  —  426  2,974  2,999  (0.8)%
Insurance 1,996  1,526  30.8 %  (122)  (331)  —  35  1,874  1,230  52.4 %
Hurricane-related costs 1,690  —  100.0 %  (1,690)  —  —  —  —  —  — %
Hotel manager
transition/pre-opening
items 100  —  100.0 %  (100)  —  —  —  —  —  — %
Other fixed expenses 1,194  1,680  (28.9)%  (169)  (102)  —  99  1,025  1,677  (38.9)%
Total hotel operating
expenses $ 155,656  $ 155,864  (0.1)%  $ (3,135)  $ (12,356)  $ —  $ 5,827  $ 152,521  $ 149,335  2.1 %

Hurricane-related costs (1,690)  (1,493)  (13.2)%  1,690  1,351  —  —  —  (142)  100.0 %
Hotel manager
transition/pre-opening
items (100)  1,362  (107.3)%  100  —  —  —  —  1,362  (100.0)%
Non-cash ground rent (1,838)  (1,591)  15.5 %  —  —  —  (296)  (1,838)  (1,887)  (2.6)%
Non-cash amortization
of favorable and
unfavorable contract
liabilities, net 495  478  3.6 %  —  —  —  —  495  478  3.6 %
Total adjusted hotel
operating expenses $ 152,523  $ 154,620  (1.4)%  $ (1,345)  $ (11,005)  $ —  $ 5,531  $ 151,178  $ 149,146  1.4 %
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 As Reported  Adjustments for
Closed Hotels  

Adjustments for
Acquisitions

 Comparable
 Nine Months Ended September 30,   Nine Months Ended September 30,
 2018  2017  % Change  2018  2017  2018  2017  2018  2017  % Change

Rooms departmental
expenses $ 117,972  $ 120,411  (2.0)%  $ (698)  $ (7,136)  $ 788  $ 4,332  $ 118,062  $ 117,607  0.4 %
Food and beverage
departmental expenses 88,202  93,324  (5.5)%  (353)  (12,669)  1,163  6,665  89,012  87,320  1.9 %
Other direct
departmental 7,617  9,169  (16.9)%  (98)  (2,138)  102  540  7,621  7,571  0.7 %
General and
administrative 54,514  56,687  (3.8)%  (391)  (5,322)  467  2,910  54,590  54,275  0.6 %
Utilities 15,600  18,627  (16.3)%  (185)  (3,908)  138  993  15,553  15,712  (1.0)%
Repairs and
maintenance 23,908  26,336  (9.2)%  (198)  (2,848)  126  803  23,836  24,291  (1.9)%
Sales and marketing 45,878  44,584  2.9 %  (296)  (3,977)  340  1,873  45,922  42,480  8.1 %
Franchise fees 19,282  17,277  11.6 %  —  —  —  —  19,282  17,277  11.6 %
Base management
fees 11,407  13,733  (16.9)%  2,090  (1,593)  173  782  13,670  12,922  5.8 %
Incentive management
fees 4,135  4,584  (9.8)%  —  —  —  —  4,135  4,584  (9.8)%
Property taxes 41,950  39,178  7.1 %  175  (207)  81  256  42,206  39,227  7.6 %
Ground rent 8,651  7,703  12.3 %  —  —  50  975  8,701  8,678  0.3 %
Insurance 5,135  4,858  5.7 %  (283)  (1,232)  38  176  4,890  3,802  28.6 %
Severance costs 10,914  —  100.0%  —  —  —  —  10,914  —  100.0%
Hurricane-related
costs 3,005  —  100.0 %  (3,005)  —  —  —  —  —  — %
Hotel manager
transition/pre-opening
items 484  —  100.0 %  (399)  —  —  —  85  —  100.0 %
Other fixed expenses 4,499  3,617  24.4 %  (171)  (443)  124  444  4,452  3,618  23.1 %
Total hotel operating
expenses $ 463,153  $ 460,088  0.7 %  $ (3,812)  $ (41,473)  $ 3,590  $ 20,749  $ 462,931  $ 439,364  5.4 %

Severance costs (10,914)  —  (100.0%)  —  —  —  —  (10,914)  —  (100.0%)
Hurricane-related
costs (3,005)  (1,493)  (101.3%)  3,005  1,351  —  —  —  (142)  100.0 %
Hotel manager
transition/pre-opening
items 1,699  1,362  24.7%  (1,784)  —  —  —  (85)  1,362  (106.2%)
Non-cash ground rent (5,316)  (4,756)  11.8 %  —   (50)  (699)  (5,366)  (5,455)  (1.6)%
Non-cash
amortization of
unfavorable contract
liabilities 1,474  1,434  2.8 %  —  —  —  —  1,474  1,434  2.8 %
Total adjusted hotel
operating expenses $ 447,091  $ 456,635  (2.1)%  $ (2,591)  $ (40,122)  $ 3,540  $ 20,050  $ 448,040  $ 436,563  2.6 %
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Market Capitalization as of September 30, 2018
(in thousands)

Enterprise Value   

Common equity capitalization (at September 30, 2018 closing price of $11.67/share)  $ 2,443,599
Consolidated debt (face amount)  937,429
Cash and cash equivalents  (169,654)

Total enterprise value  $ 3,211,374

Share Reconciliation   

Common shares outstanding  207,841
Unvested restricted stock held by management and employees  642
Share grants under deferred compensation plan  909

Combined shares outstanding  209,392

Debt Summary as of September 30, 2018
(dollars in thousands)

Loan  Interest Rate  Term  
Outstanding

Principal  Maturity
Marriott Salt Lake City Downtown  4.25%  Fixed  55,600  November 2020
Westin Washington D.C. City Center  3.99%  Fixed  63,269  January 2023
The Lodge at Sonoma, a Renaissance Resort & Spa  3.96%  Fixed  27,849  April 2023
Westin San Diego  3.94%  Fixed  63,761  April 2023
Courtyard Manhattan / Midtown East  4.40%  Fixed  82,990  August 2024
Renaissance Worthington  3.66%  Fixed  82,941  May 2025
JW Marriott Denver at Cherry Creek  4.33%  Fixed  62,694  July 2025
Westin Boston Waterfront Hotel  4.36%  Fixed  195,382  November 2025
New Market Tax Credit loan(1)  5.17%  Fixed  2,943  December 2020
     Unamortized debt issuance costs, net      (4,290)   
Total mortgage and other debt, net of unamortized debt issuance costs      633,139   
         

Unsecured term loan  LIBOR + 1.45(2)  Variable  100,000  May 2021
Unsecured term loan  LIBOR + 1.45(2)  Variable  200,000  April 2022
     Unamortized debt issuance costs, net      (1,502)   
Unsecured term loans, net of unamortized debt issuance costs    298,498   
         

Senior unsecured credit facility  LIBOR + 1.50  Variable  —  May 2020 (3)

Total debt, net of unamortized debt issuance costs      $ 931,637   

Weighted-average interest rate of fixed rate debt  4.23%       

Total weighted-average interest rate  4.03%       

(1) Assumed in connection with the acquisition of the Hotel Palomar Phoenix in March 2018.
(2) The interest rate as of September 30, 2018 was 3.55%.
(3) May be extended for an additional year upon the payment of applicable fees and the satisfaction of certain customary conditions.
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Operating Statistics – Third Quarter
  ADR  Occupancy  RevPAR  Hotel Adjusted EBITDA Margin

  3Q 2018 3Q 2017 B/(W)  3Q 2018 3Q 2017 B/(W)  3Q 2018 3Q 2017 B/(W)  3Q 2018 3Q 2017 B/(W)

Atlanta Alpharetta Marriott  $ 162.26 $ 162.05 0.1 %  72.9% 76.1% (3.2)%  $ 118.35 $ 123.25 (4.0)%  35.64% 30.57% 507 bps

Bethesda Marriott Suites  $ 166.55 $ 152.68 9.1 %  63.1% 73.2% (10.1)%  $ 105.09 $ 111.79 (6.0)%  19.60% 20.10% -50 bps

Boston Westin  $ 259.62 $ 262.82 (1.2)%  83.0% 81.5% 1.5 %  $ 215.46 $ 214.21 0.6 %  27.89% 31.31% -342 bps

Hilton Boston Downtown  $ 339.42 $ 321.72 5.5 %  93.7% 92.3% 1.4 %  $ 317.98 $ 297.04 7.0 %  45.25% 45.12% 13 bps

Hilton Burlington  $ 237.75 $ 224.97 5.7 %  90.2% 92.6% (2.4)%  $ 214.40 $ 208.43 2.9 %  45.43% 50.60% -517 bps

Renaissance Charleston  $ 234.15 $ 227.46 2.9 %  80.0% 87.4% (7.4)%  $ 187.40 $ 198.80 (5.7)%  34.06% 37.61% -355 bps

Chicago Marriott  $ 238.88 $ 225.10 6.1 %  87.1% 87.2% (0.1)%  $ 207.95 $ 196.29 5.9 %  33.19% 31.71% 148 bps

Chicago Gwen  $ 279.06 $ 223.15 25.1 %  85.7% 89.4% (3.7)%  $ 239.24 $ 199.57 19.9 %  33.78% 25.48% 830 bps

Courtyard Denver Downtown  $ 211.72 $ 217.19 (2.5)%  89.4% 88.1% 1.3 %  $ 189.35 $ 191.37 (1.1)%  52.78% 52.49% 29 bps

Courtyard Fifth Avenue  $ 269.65 $ 266.17 1.3 %  93.5% 92.9% 0.6 %  $ 252.11 $ 247.18 2.0 %  21.08% 21.15% -7 bps

Courtyard Midtown East  $ 261.96 $ 257.35 1.8 %  97.1% 94.7% 2.4 %  $ 254.47 $ 243.77 4.4 %  29.98% 25.67% 431 bps

Fort Lauderdale Westin  $ 140.03 $ 141.95 (1.4)%  68.4% 79.9% (11.5)%  $ 95.74 $ 113.38 (15.6)%  11.58% 19.25% -767 bps

JW Marriott Denver Cherry Creek  $ 261.10 $ 270.39 (3.4)%  86.4% 85.6% 0.8 %  $ 225.70 $ 231.54 (2.5)%  34.18% 38.98% -480 bps

Sheraton Suites Key West  $ 210.39 $ 221.87 (5.2)%  80.5% 81.5% (1.0)%  $ 169.27 $ 180.89 (6.4)%  33.82% 34.94% -112 bps

The Landing Resort & Spa  $ 362.68 $ 350.61 3.4 %  83.9% 84.4% (0.5)%  $ 304.21 $ 295.97 2.8 %  37.74% 50.47% -1273 bps

Lexington Hotel New York  $ 251.05 $ 256.48 (2.1)%  92.4% 94.0% (1.6)%  $ 232.10 $ 241.14 (3.7)%  22.50% 22.74% -24 bps

Hotel Palomar Phoenix  $ 141.85 $ 140.88 0.7 %  73.7% 71.4% 2.3 %  $ 104.54 $ 100.59 3.9 %  12.00% 7.82% 418 bps

Hotel Rex  $ 216.85 $ 225.35 (3.8)%  82.2% 92.7% (10.5)%  $ 178.27 $ 208.91 (14.7)%  14.05% 39.93% -2588 bps

Salt Lake City Marriott  $ 168.43 $ 170.44 (1.2)%  72.0% 80.3% (8.3)%  $ 121.28 $ 136.79 (11.3)%  37.73% 38.64% -91 bps

L'Auberge de Sedona  $ 516.47 $ 478.26 8.0 %  70.4% 72.5% (2.1)%  $ 363.75 $ 346.94 4.8 %  20.37% 16.85% 352 bps

Orchards Inn Sedona  $ 214.21 $ 205.50 4.2 %  71.4% 79.3% (7.9)%  $ 152.90 $ 162.99 (6.2)%  24.66% 24.12% 54 bps

Shorebreak  $ 290.87 $ 281.74 3.2 %  85.0% 83.8% 1.2 %  $ 247.25 $ 236.22 4.7 %  38.85% 41.28% -243 bps

The Lodge at Sonoma  $ 354.29 $ 368.44 (3.8)%  80.3% 80.2% 0.1 %  $ 284.34 $ 295.50 (3.8)%  49.47% 39.17% 1030 bps

Hilton Garden Inn Times Square Central  $ 256.84 $ 247.91 3.6 %  98.1% 97.7% 0.4 %  $ 251.96 $ 242.20 4.0 %  31.03% 30.58% 45 bps

Vail Marriott  $ 190.49 $ 200.36 (4.9)%  59.9% 78.4% (18.5)%  $ 114.17 $ 157.09 (27.3)%  19.69% 24.45% -476 bps

Westin San Diego  $ 203.82 $ 200.25 1.8 %  85.5% 90.5% (5.0)%  $ 174.19 $ 181.27 (3.9)%  39.53% 37.99% 154 bps

Westin Washington D.C. City Center  $ 167.01 $ 188.07 (11.2)%  88.1% 86.7% 1.4 %  $ 147.18 $ 163.01 (9.7)%  24.76% 31.80% -704 bps

Renaissance Worthington  $ 177.71 $ 177.76 — %  70.1% 70.2% (0.1)%  $ 124.54 $ 124.84 (0.2)%  31.19% 25.89% 530 bps

Comparable Total (1)  $ 233.14 $ 227.91 2.3 %  82.4% 84.9% (2.5)%  $ 192.07 $ 193.45 (0.7)%  31.51% 31.55% -4 bps

(1) Amounts exclude the operating results of Frenchman's Reef and the Havana Cabana Key West for all periods presented and Hotel Rex from September 1, 2018 to September 30, 2018 and the comparable time
period of 2017 and include the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar Phoenix for the period from July 1, 2017 to September 30, 2017.
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Operating Statistics – Year to Date
  ADR  Occupancy  RevPAR  Hotel Adjusted EBITDA Margin

  YTD 2018 YTD 2017 B/(W)  YTD 2018 YTD 2017 B/(W)  YTD 2018 YTD 2017 B/(W)  YTD 2018 YTD 2017 B/(W)

Atlanta Alpharetta Marriott  $ 173.66 $ 168.15 3.3 %  69.5% 76.3% (6.8)%  $ 120.74 $ 128.27 (5.9)%  35.28% 32.74% 254 bps

Bethesda Marriott Suites  $ 179.28 $ 170.12 5.4 %  65.6% 75.6% (10.0)%  $ 117.69 $ 128.53 (8.4)%  26.40% 28.23% -183 bps

Boston Westin  $ 250.51 $ 254.66 (1.6)%  76.5% 79.1% (2.6)%  $ 191.56 $ 201.37 (4.9)%  26.23% 31.47% -524 bps

Hilton Boston Downtown  $ 298.92 $ 290.62 2.9 %  88.0% 86.3% 1.7 %  $ 262.93 $ 250.76 4.9 %  40.16% 40.20% -4 bps

Hilton Burlington  $ 190.99 $ 180.10 6.0 %  81.8% 81.5% 0.3 %  $ 156.29 $ 146.86 6.4 %  38.88% 40.39% -151 bps

Renaissance Charleston  $ 255.55 $ 245.39 4.1 %  84.9% 79.1% 5.8 %  $ 216.86 $ 194.10 11.7 %  40.21% 36.72% 349 bps

Chicago Marriott  $ 228.45 $ 218.14 4.7 %  73.6% 73.1% 0.5 %  $ 168.23 $ 159.44 5.5 %  26.72% 25.41% 131 bps

Chicago Gwen  $ 254.98 $ 219.29 16.3 %  82.3% 73.0% 9.3 %  $ 209.79 $ 160.17 31.0 %  26.60% 22.46% 414 bps

Courtyard Denver Downtown  $ 198.12 $ 207.87 (4.7)%  84.1% 81.0% 3.1 %  $ 166.55 $ 168.46 (1.1)%  47.48% 48.97% -149 bps

Courtyard Fifth Avenue  $ 259.44 $ 249.08 4.2 %  89.9% 89.1% 0.8 %  $ 233.13 $ 221.86 5.1 %  16.98% 15.55% 143 bps

Courtyard Midtown East  $ 246.82 $ 243.41 1.4 %  93.7% 90.1% 3.6 %  $ 231.21 $ 219.26 5.5 %  24.86% 24.18% 68 bps

Fort Lauderdale Westin  $ 199.24 $ 192.20 3.7 %  82.7% 86.9% (4.2)%  $ 164.73 $ 167.03 (1.4)%  32.55% 36.53% -398 bps

JW Marriott Denver Cherry Creek  $ 253.12 $ 262.32 (3.5)%  82.3% 81.1% 1.2 %  $ 208.40 $ 212.70 (2.0)%  32.71% 34.60% -189 bps

Sheraton Suites Key West  $ 252.38 $ 256.78 (1.7)%  87.8% 89.5% (1.7)%  $ 221.61 $ 229.77 (3.6)%  44.06% 45.38% -132 bps

The Landing Resort & Spa (1)  $ 330.90 $ 310.91 6.4 %  63.9% 68.6% (4.7)%  $ 211.57 $ 213.43 (0.9)%  22.02% 38.07% -1605 bps

Lexington Hotel New York  $ 236.54 $ 231.36 2.2 %  89.7% 92.1% (2.4)%  $ 212.28 $ 213.14 (0.4)%  16.70% 13.69% 301 bps

Hotel Palomar Phoenix (1)  $ 179.63 $ 180.82 (0.7)%  75.8% 75.3% 0.5 %  $ 136.09 $ 136.18 (0.1)%  25.43% 24.19% 124 bps

Hotel Rex  $ 204.18 $ 224.87 (9.2)%  81.6% 83.9% (2.3)%  $ 166.71 $ 188.64 (11.6)%  23.59% 35.14% -1155 bps

Salt Lake City Marriott  $ 174.07 $ 167.03 4.2 %  73.3% 79.3% (6.0)%  $ 127.67 $ 132.49 (3.6)%  38.77% 40.12% -135 bps

L'Auberge de Sedona  $ 587.68 $ 523.31 12.3 %  74.8% 75.5% (0.7)%  $ 439.54 $ 395.18 11.2 %  25.62% 22.47% 315 bps

Orchards Inn Sedona  $ 249.32 $ 222.19 12.2 %  75.6% 80.3% (4.7)%  $ 188.59 $ 178.32 5.8 %  34.03% 31.76% 227 bps

Shorebreak  $ 261.64 $ 244.28 7.1 %  78.9% 76.3% 2.6 %  $ 206.52 $ 186.38 10.8 %  30.97% 29.54% 143 bps

The Lodge at Sonoma  $ 309.25 $ 326.04 (5.1)%  72.2% 65.1% 7.1 %  $ 223.31 $ 212.12 5.3 %  34.21% 27.81% 640 bps

Hilton Garden Inn Times Square Central  $ 239.27 $ 227.06 5.4 %  97.6% 97.0% 0.6 %  $ 233.61 $ 220.20 6.1 %  28.58% 27.25% 133 bps

Vail Marriott  $ 294.81 $ 282.34 4.4 %  60.8% 75.0% (14.2)%  $ 179.23 $ 211.68 (15.3)%  32.84% 35.08% -224 bps

Westin San Diego  $ 193.20 $ 198.46 (2.7)%  84.3% 86.9% (2.6)%  $ 162.94 $ 172.39 (5.5)%  38.30% 39.36% -106 bps

Westin Washington D.C. City Center  $ 204.56 $ 223.17 (8.3)%  88.7% 86.6% 2.1 %  $ 181.40 $ 193.29 (6.2)%  33.48% 40.03% -655 bps

Renaissance Worthington  $ 188.71 $ 182.09 3.6 %  74.8% 75.4% (0.6)%  $ 141.08 $ 137.36 2.7 %  36.10% 36.10% 0 bps

Comparable Total (2)  $ 231.73 $ 226.24 2.4 %  79.8% 80.9% (1.1)%  $ 184.87 $ 183.09 1.0 %  30.45% 31.13% -68 bps

(1) Hotels were acquired on March 1, 2018. Amounts reflect the operating results for these hotels for the period from March 1, 2018 to September 30, 2018 and March 1, 2017 to September 30, 2017.
(2) Amounts exclude the operating results of Frenchman's Reef and the Havana Cabana Key West for all periods presented and Hotel Rex from September 1, 2018 to September 30, 2018 and the comparable time

period of 2017 and include the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar Phoenix for the period from January 1, 2018 to February 28, 2018 and January 1, 2017 to
September 30, 2017, respectively and L'Auberge de Sedona and Orchards Inn Sedona for the period from January 1, 2017 to February 27, 2017.
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Hotel Adjusted EBITDA Reconciliation

  Third Quarter 2018

     Plus: Plus: Plus: Equals:

  Total Revenues  Net Income / (Loss) Depreciation Interest Expense Adjustments (1)
Hotel Adjusted

EBITDA

Atlanta Alpharetta Marriott  $ 4,675  $ 1,215 $ 451 $ — $ — $ 1,666

Bethesda Marriott Suites  $ 3,326  $ (1,307) $ 456 $ — $ 1,503 $ 652

Boston Westin  $ 22,298  $ 1,643 $ 2,413 $ 2,223 $ (60) $ 6,219

Hilton Boston Downtown  $ 12,473  $ 4,402 $ 1,242 $ — $ — $ 5,644

Hilton Burlington  $ 5,983  $ 2,207 $ 511 $ — $ — $ 2,718

Renaissance Charleston  $ 3,291  $ 763 $ 390 $ — $ (32) $ 1,121

Chicago Marriott  $ 32,756  $ 7,123 $ 4,147 $ (1) $ (397) $ 10,872

Chicago Gwen  $ 9,645  $ 2,189 $ 1,069 $ — $ — $ 3,258

Courtyard Denver Downtown  $ 3,342  $ 1,463 $ 301 $ — $ — $ 1,764

Courtyard Fifth Avenue  $ 4,450  $ 497 $ 446 $ — $ (5) $ 938

Courtyard Midtown East  $ 7,738  $ 650 $ 684 $ 986 $ — $ 2,320

Fort Lauderdale Westin  $ 7,752  $ (590) $ 1,488 $ — $ — $ 898

Frenchman's Reef  $ 16  $ 5,402 $ — $ — $ — $ 5,402

JW Marriott Denver Cherry Creek  $ 6,006  $ 878 $ 471 $ 704 $ — $ 2,053

Havana Cabana Key West  $ 1,717  $ 2,076 $ 238 $ — $ — $ 2,314

Sheraton Suites Key West  $ 3,758  $ 948 $ 323 $ — $ — $ 1,271

The Landing Resort & Spa  $ 3,882  $ 1,097 $ 368 $ — $ — $ 1,465

Lexington Hotel New York  $ 16,846  $ 252 $ 3,525 $ 5 $ 8 $ 3,790

Hotel Palomar Phoenix  $ 4,108  $ (476) $ 633 $ 39 $ 297 $ 493

Hotel Rex  $ 1,231  $ 34 $ 139 $ — $ — $ 173

Salt Lake City Marriott  $ 7,565  $ 1,701 $ 526 $ 627 $ — $ 2,854

L'Auberge de Sedona  $ 5,563  $ 646 $ 487 $ — $ — $ 1,133

Orchards Inn Sedona  $ 1,752  $ 154 $ 235 $ — $ 43 $ 432

Shorebreak  $ 5,094  $ 1,654 $ 340 $ — $ (15) $ 1,979

The Lodge at Sonoma  $ 7,302  $ 2,775 $ 549 $ 288 $ — $ 3,612

Hilton Garden Inn Times Square Central  $ 6,655  $ 1,254 $ 811 $ — $ — $ 2,065

Vail Marriott  $ 6,877  $ 611 $ 743 $ — $ — $ 1,354

Westin San Diego  $ 9,587  $ 2,016 $ 1,122 $ 652 $ — $ 3,790

Westin Washington D.C. City Center  $ 7,006  $ (261) $ 1,311 $ 685 $ — $ 1,735

Renaissance Worthington  $ 8,124  $ 782 $ 950 $ 800 $ 2 $ 2,534

Total  $ 220,818  $ 41,798 $ 26,369 $ 7,008 $ 1,344 $ 76,522

Less: Closed Hotels (2)  $ (1,763)  $ (7,210) $ (284) $ — $ — $ (7,494)

Comparable Total  $ 219,055  $ 34,588 $ 26,085 $ 7,008 $ 1,344 $ 69,028

(1) Includes non-cash expenses incurred by the hotels due to the straight lining of the rent from ground lease obligations, the non-cash amortization favorable and unfavorable contract liabilities and hotel
manager transition costs.

(2) Amounts represent the operating results of Frenchman's Reef and the Havana Cabana Key West for the period presented and Hotel Rex from September 1, 2018 to September 30, 2018.
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Hotel Adjusted EBITDA Reconciliation

  Third Quarter 2017

     Plus: Plus: Plus: Equals:

  Total Revenues  Net Income / (Loss) Depreciation Interest Expense Adjustments (1)
Hotel Adjusted

EBITDA

Atlanta Alpharetta Marriott  $ 4,540  $ 994 $ 394 $ — $ — $ 1,388

Bethesda Marriott Suites  $ 3,707  $ (1,115) $ 347 $ — $ 1,513 $ 745

Boston Westin  $ 23,444  $ 2,945 $ 2,194 $ 2,261 $ (60) $ 7,340

Hilton Boston Downtown  $ 11,645  $ 4,016 $ 1,238 $ — $ — $ 5,254

Hilton Burlington  $ 6,034  $ 2,541 $ 512 $ — $ — $ 3,053

Renaissance Charleston  $ 3,470  $ 949 $ 388 $ — $ (32) $ 1,305

Chicago Marriott  $ 30,712  $ 6,367 $ 3,751 $ 18 $ (397) $ 9,739

Chicago Gwen  $ 7,719  $ 878 $ 1,089 $ — $ — $ 1,967

Courtyard Denver Downtown  $ 3,328  $ 1,438 $ 309 $ — $ — $ 1,747

Courtyard Fifth Avenue  $ 4,383  $ 429 $ 446 $ — $ 52 $ 927

Courtyard Midtown East  $ 7,487  $ (265) $ 676 $ 1,002 $ 509 $ 1,922

Fort Lauderdale Westin  $ 7,673  $ 191 $ 1,286 $ — $ — $ 1,477

Frenchman's Reef  $ 11,213  $ (945) $ 1,104 $ — $ 1,351 $ 1,510

JW Marriott Denver Cherry Creek  $ 6,193  $ 1,192 $ 507 $ 715 $ — $ 2,414

Havana Cabana Key West  $ 1,383  $ 374 $ 129 $ — $ — $ 503

Sheraton Suites Key West  $ 3,334  $ 729 $ 294 $ — $ 142 $ 1,165

Lexington Hotel New York  $ 17,156  $ 411 $ 3,478 $ 5 $ 8 $ 3,902

Hotel Rex  $ 2,061  $ 684 $ 139 $ — $ — $ 823

Salt Lake City Marriott  $ 8,755  $ 2,208 $ 531 $ 644 $ — $ 3,383

L'Auberge de Sedona  $ 5,213  $ 393 $ 485 $ — $ — $ 878

Orchards Inn Sedona  $ 1,962  $ 198 $ 234 $ — $ 41 $ 473

Shorebreak  $ 4,726  $ 1,512 $ 454 $ — $ (15) $ 1,951

The Lodge at Sonoma  $ 7,294  $ 2,068 $ 495 $ 294 $ — $ 2,857

Hilton Garden Inn Times Square Central  $ 6,394  $ 1,161 $ 794 $ — $ — $ 1,955

Vail Marriott  $ 8,461  $ 1,572 $ 497 $ — $ — $ 2,069

Westin San Diego  $ 9,414  $ 1,816 $ 1,094 $ 666 $ — $ 3,576

Westin Washington D.C. City Center  $ 7,631  $ 422 $ 1,299 $ 706 $ — $ 2,427

Renaissance Worthington  $ 8,154  $ 377 $ 919 $ 813 $ 2 $ 2,111

Total  $ 223,486  $ 33,540 $ 25,083 $ 7,124 $ 3,114 $ 68,866

Add: Prior Ownership Results(2)  $ 7,676  $ 946 $ 866 $ 38 $ 296 $ 2,146

Less: Closed Hotels (3)  $ (13,280)  $ 354 $ (1,279) $ — $ (1,351) $ (2,276)

Comparable Total  $ 217,882  $ 34,840 $ 24,670 $ 7,162 $ 2,059 $ 68,736

(1) Includes non-cash expenses incurred by the hotels due to the straight lining of the rent from ground lease obligations, the non-cash amortization favorable and unfavorable contract liabilities and hotel
manager transition costs.

(2) Amounts represent the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar Phoenix for the period from July 1, 2017 to September 30, 2017.
(3) Amounts represent the operating results of Frenchman's Reef and Havana Cabana Key West for the period presented and Hotel Rex from September 1, 2017 to September 30, 2017.
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Hotel Adjusted EBITDA Reconciliation

  Year to Date 2018

     Plus: Plus: Plus: Equals:

  Total Revenues  Net Income / (Loss) Depreciation Interest Expense Adjustments (1)
Hotel Adjusted

EBITDA

Atlanta Alpharetta Marriott  $ 14,327  $ 3,677 $ 1,378 $ — $ — $ 5,055

Bethesda Marriott Suites  $ 11,492  $ (2,776) $ 1,290 $ — $ 4,520 $ 3,034

Boston Westin  $ 66,888  $ 3,981 $ 7,122 $ 6,625 $ (181) $ 17,547

Hilton Boston Downtown  $ 31,021  $ 8,734 $ 3,723 $ — $ — $ 12,457

Hilton Burlington  $ 13,603  $ 3,758 $ 1,531 $ — $ — $ 5,289

Renaissance Charleston  $ 11,331  $ 3,471 $ 1,180 $ — $ (95) $ 4,556

Chicago Marriott  $ 78,271  $ 9,637 $ 12,285 $ 186 $ (1,192) $ 20,916

Chicago Gwen  $ 24,930  $ 3,382 $ 3,250 $ — $ — $ 6,632

Courtyard Denver Downtown  $ 8,747  $ 3,225 $ 928 $ — $ — $ 4,153

Courtyard Fifth Avenue  $ 12,216  $ 746 $ 1,343 $ — $ (15) $ 2,074

Courtyard Midtown East  $ 20,884  $ 203 $ 2,048 $ 2,940 $ — $ 5,191

Fort Lauderdale Westin  $ 35,618  $ 7,434 $ 4,161 $ — $ — $ 11,595

Frenchman's Reef  $ 16  $ 13,167 $ — $ — $ — $ 13,167

JW Marriott Denver Cherry Creek  $ 17,122  $ 2,009 $ 1,493 $ 2,098 $ — $ 5,600

Havana Cabana Key West  $ 2,972  $ 2,127 $ 456 $ — $ — $ 2,583

Sheraton Suites Key West  $ 13,898  $ 5,064 $ 1,059 $ — $ — $ 6,123

The Landing Resort & Spa  $ 6,467  $ 565 $ 859 $ — $ — $ 1,424

Lexington Hotel New York  $ 46,310  $ (2,741) $ 10,436 $ 16 $ 24 $ 7,735

Hotel Palomar Phoenix  $ 12,106  $ 784 $ 1,513 $ 90 $ 692 $ 3,079

Hotel Rex  $ 4,536  $ 652 $ 418 $ — $ — $ 1,070

Salt Lake City Marriott  $ 24,519  $ 5,943 $ 1,690 $ 1,874 $ — $ 9,507

L'Auberge de Sedona  $ 18,923  $ 3,387 $ 1,462 $ — $ — $ 4,849

Orchards Inn Sedona  $ 6,468  $ 1,370 $ 705 $ — $ 126 $ 2,201

Shorebreak  $ 12,943  $ 2,986 $ 1,067 $ — $ (44) $ 4,009

The Lodge at Sonoma  $ 18,467  $ 3,879 $ 1,579 $ 859 $ — $ 6,317

Hilton Garden Inn Times Square Central  $ 18,364  $ 2,813 $ 2,435 $ — $ — $ 5,248

Vail Marriott  $ 25,413  $ 6,529 $ 1,817 $ — $ — $ 8,346

Westin San Diego  $ 27,853  $ 5,390 $ 3,334 $ 1,945 $ — $ 10,669

Westin Washington D.C. City Center  $ 25,060  $ 2,402 $ 3,937 $ 2,050 $ — $ 8,389

Renaissance Worthington  $ 29,532  $ 5,465 $ 2,805 $ 2,384 $ 6 $ 10,660

Total  $ 640,297  $ 107,263 $ 77,304 $ 21,067 $ 3,841 $ 209,460

Add: Prior Ownership Results (2)  $ 5,305  $ 1,101 $ 577 $ 38 $ 50 $ 1,766

Less: Closed Hotels (3)  $ (3,018)  $ (15,026) $ (502) $ — $ — $ (15,528)

Comparable Total  $ 642,584  $ 93,338 $ 77,379 $ 21,105 $ 3,891 $ 195,698
(1) Includes non-cash expenses incurred by the hotels due to the straight lining of the rent from ground lease obligations, the non-cash amortization favorable and unfavorable contract liabilities and hotel

manager transition costs.
(2) Amounts represent the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar Phoenix for the period from January 1, 2018 to February 28, 2018.
(3) Amounts represent the operating results of Frenchman's Reef and the Havana Cabana Key West for the period presented and Hotel Rex from September 1, 2018 to September 30, 2018.
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Hotel Adjusted EBITDA Reconciliation

  Year to Date 2017

     Plus: Plus: Plus: Equals:

  Total Revenues  Net Income / (Loss) Depreciation Interest Expense Adjustments (1)
Hotel Adjusted

EBITDA

Atlanta Alpharetta Marriott  $ 14,845  $ 3,696 $ 1,164 $ — $ — $ 4,860

Bethesda Marriott Suites  $ 12,629  $ (2,024) $ 1,039 $ — $ 4,550 $ 3,565

Boston Westin  $ 70,371  $ 9,024 $ 6,567 $ 6,738 $ (181) $ 22,148

Hilton Boston Downtown  $ 29,651  $ 8,210 $ 3,710 $ — $ — $ 11,920

Hilton Burlington  $ 13,083  $ 3,740 $ 1,544 $ — $ — $ 5,284

Renaissance Charleston  $ 9,948  $ 2,635 $ 1,113 $ — $ (95) $ 3,653

Chicago Marriott  $ 77,887  $ 9,895 $ 10,965 $ 121 $ (1,192) $ 19,789

Chicago Gwen  $ 18,220  $ 1,074 $ 3,018 $ — $ — $ 4,092

Courtyard Denver Downtown  $ 8,723  $ 3,382 $ 890 $ — $ — $ 4,272

Courtyard Fifth Avenue  $ 11,689  $ 321 $ 1,342 $ — $ 155 $ 1,818

Courtyard Midtown East  $ 20,009  $ (656) $ 1,998 $ 2,987 $ 509 $ 4,838

Fort Lauderdale Westin  $ 33,858  $ 8,517 $ 3,852 $ — $ — $ 12,369

Frenchman's Reef  $ 50,247  $ 7,634 $ 4,395 $ — $ 1,351 $ 13,380

JW Marriott Denver Cherry Creek  $ 17,771  $ 2,496 $ 1,522 $ 2,131 $ — $ 6,149

Havana Cabana Key West  $ 5,392  $ 2,041 $ 517 $ — $ — $ 2,558

Sheraton Suites Key West  $ 13,559  $ 5,138 $ 873 $ — $ 142 $ 6,153

Lexington Hotel New York  $ 44,658  $ (6,266) $ 10,422 $ 1,932 $ 24 $ 6,112

Hotel Rex  $ 5,529  $ 1,520 $ 423 $ — $ — $ 1,943

Salt Lake City Marriott  $ 26,042  $ 6,942 $ 1,580 $ 1,926 $ — $ 10,448

L'Auberge de Sedona  $ 14,573  $ 2,579 $ 1,177 $ — $ — $ 3,756

Orchards Inn Sedona  $ 5,408  $ 1,215 $ 545 $ — $ 97 $ 1,857

Shorebreak  $ 10,955  $ 1,981 $ 1,299 $ — $ (44) $ 3,236

The Lodge at Sonoma  $ 16,682  $ 2,409 $ 1,352 $ 878 $ — $ 4,639

Hilton Garden Inn Times Square Central  $ 17,275  $ 2,331 $ 2,376 $ — $ — $ 4,707

Vail Marriott  $ 29,663  $ 8,911 $ 1,496 $ — $ — $ 10,407

Westin San Diego  $ 27,948  $ 5,724 $ 3,290 $ 1,986 $ — $ 11,000

Westin Washington D.C. City Center  $ 26,452  $ 4,591 $ 3,887 $ 2,112 $ — $ 10,590

Renaissance Worthington  $ 29,901  $ 5,694 $ 2,675 $ 2,419 $ 6 $ 10,794

Total  $ 662,968  $ 102,754 $ 75,031 $ 23,230 $ 5,322 $ 206,333

Add: Prior Ownership Results(2)  $ 27,268  $ 3,312 $ 3,119 $ 114 $ 673 $ 7,218

Less: Closed Hotels (3)  $ (56,323)  $ (9,892) $ (4,958) $ — $ (1,351) $ (16,201)

Comparable Total  $ 633,913  $ 96,174 $ 73,192 $ 23,344 $ 4,644 $ 197,350

(1) Includes non-cash expenses incurred by the hotels due to the straight lining of the rent from ground lease obligations, the non-cash amortization favorable and unfavorable contract liabilities and hotel
manager transition costs.

(2) Amounts represent the pre-acquisition operating results of The Landing Resort & Spa and Hotel Palomar Phoenix for the period from January 1, 2017 to September 30, 2017 and L'Auberge de Sedona and
Orchards Inn Sedona for the period from January 1, 2017 to February 27, 2017.

(3) Amounts represent the operating results of Frenchman's Reef and the Havana Cabana Key West for the period presented and Hotel Rex from September 1, 2017 to September 30, 2017.
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Forward Looking Statements Certain statements made during this presentation are forward-looking statements that are subject to risks and uncertainties. Forward-looking statements generally include the words “believe,” “expect,” “anticipate,” “plan,” “estimate,” “project,” “will,” “intend” or other similar expressions. Forward-looking statements include, without limitation, statements regarding, industry outlook, results of operations, cash flows, business strategies, growth and value opportunities, capital and other expenditures, financing plans, expense reduction initiatives and projected dispositions. Factors that could cause actual results to materially differ from those contained in the forward-looking statements include, without limitation, those risks and uncertainties discussed in the Company’s most recent Annual Report on Form 10-K, quarterly report on Form 10-Q and current reports on Form 8-K, which have been filed with the Securities and Exchange Commission, all of which you should carefully review. The forward-looking statements made are based on our beliefs, assumptions and expectations of future performance, taking into account all information currently available to us. Actual results could differ materially from the forward-looking statements made during this presentation. The forward-looking statements made during this presentation are subject to the safe harbor of the Private Securities Litigation Reform Act of 1995. Any forward-looking statement speaks only as of the date on which it is made. Although the Company believes the expectations reflected in such forward-looking statements are based upon reasonable assumptions, it can give no assurance that the expectations will be attained or that any deviation will not be material. All information in this presentation is as of the date of this presentation, and the Company undertakes no obligation to update any forward-looking
statement to conform the statement to actual results or changes in the Company's expectations. This presentation contains statistics and other data that has been obtained or compiled from information made available by third-party service providers. 2



 

DiamondRock at a Glance KEY STATISTICS FULL-YEAR 2018 GUIDANCE Hotels (Rooms) 30 (9.9K) • 2018 Full-Year Guidance: Enterprise Value $2.9B − Comparable RevPAR Growth of 1.0% to 1.5% Market Cap $2.2B Enterprise Value / Key ~$305K − Adj. EBITDA of $250M - $255M Dividend Yield 4.8% − Adj. FFO per share of $0.99 - $1.01 YE18 Net Debt/EBITDA(1) 3.1x Market data as of 11/1/18. Balance sheet data as of 9/30/18. Note: RevPAR excludes Frenchman’s Reef and Havana Cabana for all periods. Guidance pro forma for acquisition of the Landing Resort & Spa and Palomar Phoenix. Does not include pending resort acquisition. URBAN AND RESORT HOTELS IN TOP MARKETS(2) RECENT ACQUISITIONS ADDING VALUE Other 4% San Fran. 1% San Diego 5% Washington, DC 5% Destination Resorts Denver 5% 32% Other CBD The Landing Lake Tahoe Hotel Palomar Phoenix 12% New York 10% Boston 15% Chicago 11% (1) Based on PF 2018 EBITDA at guidance midpoint and current pro form net debt. L’Auberge De Sedona Orchards Inn Sedona (2) Based on 2017 EBITDA. Pro forma for acquisitions of the Landing Tahoe, Phoenix Palomar, L’Auberge de Sedona and Orchards Inn Sedona for full-year. Includes Frenchman’s Reef and Havana Cabana budget pre-hurricane. 3



 

Demand Remains Robust YTD Q3 Total US +3.1% +1.7% 2019 US RevPAR Forecasts Resorts +4.4% +2.6% STR: 2.6% PWC: 2.6% Luxury +4.9% +3.3% PKF: 2.6% Upper +2.1% +1.9% Upscale Source: STR. Q3 and YTD September 2018 RevPAR. 4



 

Why DiamondRock? 1 Top-Quality Portfolio 2 Resort Exposure The Gwen, A Luxury Collection Hotel 3 ROI Opportunities 4 Significant Dry Power Vail Marriott Mountain Resort 5 Compelling Valuation 5



 

Top Quality Portfolio



 

High Quality Portfolio in Key Gateway Markets Approximately 2/3 of DRH’s portfolio EBITDA is concentrated in top, gateway markets. 7



 

Strong Resort Market Presence DRH’s Resort Portfolio represents 1/3 of its pro forma EBITDA concentration. L’Auberge De Sedona Orchards Inn Sedona Shorebreak California The Lodge at Sonoma Hilton Vermont The Landing Lake Tahoe Vail Marriott Havana Cabana Key West Key West Suites Charleston Renaissance Pending Acquisition of Luxury Northern California Resort Westin Ft. Lauderdale Frenchman’s Reef Morning Star Beach Resort Beach Resort 8



 

Top-Tier Portfolio Quality 2017 Portfolio Average Daily Rate $246 $229 $227 $225 $220 $211 Peer Average: $216 $209 $202 $171 PEB DRH HST CHSP HT SHO XHR PK RLJ Top Tier Source: Company Filings as of Q4 2017. Note: Pebblebrook data is not pro forma for LaSalle merger. 9



 

Resort Exposure



 

DRH’s Differentiated Resort Portfolio Resort Portfolio Overview Hotels 13 Rooms(1) 2,536 2017 RevPAR(1) $193 2017 EBITDA(1) $90 Million L’Auberge De Sedona Orchards Inn Sedona Shorebreak Hotel Hilton Vermont - Burlington EBITDA Multiple on 9.2 Investment(1) 1 Exceptional quality real estate Sonoma Renaissance The Landing Lake Vail Marriott Charleston Renaissance Tahoe 2 Low-to-zero supply 3 Experience-based travel Westin Ft. Lauderdale Havana Cabana Key West Suites Beach Key West Pending Acquisition of Luxury Northern 4 Numerous ROI initiatives California Resort Frenchman’s Reef Morning Star Beach Resort Note: Historical RevPAR and EBITDA results pro forma for acquisitions for full period. Results do not include pending acquisition of luxury CA resort. (1) Excludes pending California luxury resort acquisition and Frenchman’s Reef & Morning Star Resort. 11



 

Strong Return on Investment DRH’s resort portfolio EBITDA multiple has improved approximately five turns since acquisition with over $280M of NAV created. EBITDA Multiple @ EBITDA Increase Investment ($M) Purchase YE 2017 $M Burlington Hilton $61.6 16.5x 8.9x $3.7 Charleston Renaissance $41.1 11.9x 7.8x(2) $2.0 Fort Lauderdale Westin $156.4 14.8x 9.7x $6.0 Key West Suites $94.4 14.9x 11.6x $1.8 The Landing Resort & Spa(1) $42.0 13.5x 10.4x $1.8 Sedona - L'Auberge $66.0 15.8x 10.8x $1.9 Sedona - Orchards Inn $31.0 13.7x 11.0x $0.5 Shorebreak $62.4 14.6x 14.8x(2) $0.2 Sonoma Renaissance $38.2 10.7x 7.1x(2) $2.4 Vail Marriott Mountain Resort $71.7 13.4x 5.9x $7.4 Total Resort $664.9 14.2x 9.2x $27.9 DRH values its resort portfolio at a 6.5% cap rate, which implies over $280M of NAV value over investment. Note: Historical RevPAR and EBITDA results pro forma for acquisitions for full period year prior to acquisition. Frenchman’s Reef and Havana Cabana excluded due to natural disaster closure. Landing uses stabilized EBITDA as proxy for multiple. (1) Landing uses stabilized EBITDA as proxy for multiple and EBITDA increase for current year given acquired in 2018. (2) Renovation disruption in 2017. 12



 

Unique ROI Opportunities



 

ROI Opportunities 1 Vail Marriott 2 Hotel Emblem San Francisco • Comprehensive 2018 renovation of • Hotel is closed for renovation and hotel’s guestrooms completed in 3Q18 reopening in Jan ‘19 as the Hotel Emblem, a Viceroy lifestyle hotel • Renovation to luxury standard; currently $175 ADR gap with luxury comp set • Comprehensive renovation of guestrooms, guest bathrooms, and public spaces • Hotel to be unencumbered of brand and manager in 2021 • New restaurant and coffee shop to open • +$3M to +$4M in EBITDA upside by • EBITDA to increase ~$2M YoY in 2019 repositioning to a higher brand 3 Sheraton Key West 4 The Landing Resort & Spa • Plan to rebrand Sheraton Key West as • Zoning allows for additional 22 keys independent, boutique hotel • Plans to add additional outdoor social Vail Marriott Mountain Resort • Current underwriting based off an catering space in order to increase incremental $7 in RevPAR wedding business • Removing the brand will create >$800K • Additional opportunity to purchase and in costs savings use lakeside beach as hotel amenity • $1.0M to $1.5M in EBITDA upside • >$1.5M EBITDA upside L’Auberge de Sedona & 5 6 Worthington Renaissance Orchards Inn • Reposition Orchards Inn as luxury • Renovate lobby and reposition restaurant, last renovated in 2001 and • Create connection between Orchards & 2005 respectively L’Auberge to create synergy as one resort • Create 15K SF ballroom with best views of the city and courthouse to drive social • Add 5 new cottages on vacant space catering & groups Hotel Emblem San Francisco • Centralized pool and bar experience • Potential for incremental $3M EBITDA • Potential incremental EBITDA of $2M annually 14



 

Upside Opportunities at the Lexington UNION BUYOUT • Voluntary union buyout program at the Lexington would reduce amount of FTE’s at hotel and significantly increase efficiency • Expected to yield 20% IRR RETAIL SPACE OPTIMIZATION • Signed lease for unoccupied lower level space for Crunch Fitness • Additional annual rental income of ~$800K DESTINATION FEE PILOT PROGRAM • In pilot program for $25 NYC destination fee, which could add over $1M in FY EBITDA FY 2018 EBITDA EXPECTED TO GROW BY ~$3M 15



 

Frenchman’s Reef Resort & Morning Star Beach Resort Key Facts & Figures Q2 2020 Projected Reopening $20M+ Brand Support $30M USVI Support $350+ Stabilized ADR $25M Stabilized EBITDA 16



 

Frenchman’s Reef Resort • Frenchman’s Reef Resort is St. Thomas’s flagship resort - Located on approximately 21 acres of picturesque land overlooking Charlotte Amalie Bay & the Atlantic Ocean - Features over 1,200 linear feet of beach - Iconic asset with the most visible location and view to island • Frenchman’s Resort is prominently visible by all cruise passengers at the entrance of the Port of St. Thomas - Average of 1.8M cruise visitors per year • Largest hotel on the island • Currently unencumbered of brand and management • 384 rooms with ~30K SF of meeting space, full- service spa and numerous restaurant and bar options and 94 additional keys at Morning Star 17



 

Significant Dry Powder



 

Pending Acquisition of Luxury Northern California Resort • Currently under contract to acquire luxury resort hotel in Northern California - Average daily rate over $400 - Independently branded with third-party operator - Low-to-zero supply growth market - Off-market transaction • Deal value of approximately $150M - 12.8x multiple on TTM EBITDA - Consideration includes cash on hand, new $50M term loan, and a maximum of 1.2M OP units o Company expects the actual number of OP units issued will be less than the maximum number of OP units referenced above • Deal expected to close in Q4 2018 • 2019 RevPAR growth expected to exceed national average 19



 

The Landing Resort & Spa (Lake Tahoe, CA) $42M Acquisition of Luxury Hotel in Premier Resort Market • Numerous awards including 2018 TripAdvisor Traveler’s Choice Award as a Top 25 Hotel in the US and 2016 Conde Nast Readers’ Choice #1 Northern California resort • Beachfront location and walking distance to Heavenly Ski Resort (Vail Resorts) and both Harrah’s and Hard Rock casino resorts • Attractive Deal Metrics: ‒  13.5x multiple on 2017 EBITDA ‒  10.4x stabilized EBITDA multiple • Nearby casinos and nightlife includes Hard Rock and Harrah’s • South Lake Tahoe RevPAR grew at 9.2% CAGR from ’13 -‘17 • Proximity to Northern California, San Francisco, Silicon Valley and Reno EBITDA Upside Opportunities 20



 

Hotel Palomar (Phoenix, AZ) $80M Acquisition of Boutique, Lifestyle Hotel in High-Growth Market • Attractive Deal Metrics: ‒  $331K per key purchase price ‒  10.8x stabilized EBITDA multiple by 2022 • Terminable management contract in 2020 • TripAdvisor ranked #2 of 174 Phoenix hotels • Centerpiece of the 1.2M SF CityScape mixed-use development in downtown Phoenix; City Scape phase II to be completed in 2019 ‒  23.4M SF of office space in Downtown Phoenix • Centrally located in Downtown Phoenix: walking distance to Phoenix Convention Center, Talking Stick Resort Arena, and Chase Field • Since 2012, the Phoenix market achieved an 8.5% RevPAR CAGR, outperforming US average by 270bps Clear Path to Stabilized EBITDA +$0.2M >$7.5M +$0.5M +$0.2M +$0.3M $6.3M 2018 EBITDA Market Growth Asset Facility Fee Signage Income Stabilized Management EBITDA Initiatives 21



 

Compelling Valuation



 

Compelling Valuation 2018 Consensus EBITDA Multiple 15.2 13.9 13.9 13.8 12.5 12.4 Peer Average: 12.4x 11.8 11.8 11.8 11.6 11.3 11.2 11.1 10.7 LHO RHP PEB CHSP CLDT HT SHO DRH HST PK APLE INN XHR RLJ Source: Baird, FactSet. Data as of 11/1/18. 23



 

Compelling Valuation (cont’d) DRH Company Valuation - Share Price Sensitivity Stock Price $10.00 $11.00 $12.00 $13.00 $14.00 $15.00 Shares Outstanding 207,840 207,840 207,840 207,840 207,840 207,840 Equity Market Cap $2,078,400 $2,286,240 $2,494,080 $2,701,920 $2,909,760 $3,117,600 Debt 931,637 931,637 931,637 931,637 931,637 931,637 Cash 169,654 169,654 169,654 169,654 169,654 169,654 EV $2,840,383 $3,048,223 $3,256,063 $3,463,903 $3,671,743 $3,879,583 EV/ 2018F EBITDA 11.2x 12.1x 12.9x 13.7x 14.5x 15.4x Implied 2018F NOI Cap Rate 8.2% 7.6% 7.2% 6.7% 6.4% 6.0% EV/Key 282,148 302,794 323,439 344,085 364,731 385,376 Note: Based on 9/30/18 financials and midpoint of EBITDA guidance ($252.5M). Not pro forma for pending acquisition of Northern California resort. 24



 

$400 Milllion of Investment Capacity CONSERVATIVE BALANCE SHEET STRATEGY LEVERAGE AT LOW END OF PEER GROUP • 2018 Net Debt to EBITDA of 3.1x 9.8 • $300M Line of Credit with no 8.6 outstanding borrowings 7.7 • $169 million unrestricted cash at 5.9 9/30/18 Average: 4.9X 4.6 4 • 22 unencumbered hotels 3.7 3.6 3.2 3.1 2.7 • Well-laddered maturity table with no maturities until 2020 1.5 • $400 million of investment capacity AHT HT BHR PEB RLJ CHSP PK LHO XHR DRH HST SHO Source: Baird. 2018F Net Debt plus preferred / EBITDA. 25



 

Why DiamondRock? 1 Top Tier Quality Portfolio & Growth • Top tier quality portfolio as measured by ADR • Top tier growth with 2017 RevPAR growth of 2.5% 2 Resort Exposure • Resort markets to continue to outperform (450bps of outperformance in 2017) • Recent resort repositionings driving value at Havana Cabana, Sonoma Renaissance, Charleston Renaissance and others • Frenchman’s Reef rebuild an opportunity to build world-class resort with high-growth potential, while receiving business interruption proceeds during the rebuilding period 3 Internal Growth Opportunities • Vail Marriott Resort upgrade renovation to close luxury rate gap with potential ~$3M-4M in stabilized EBITDA upside The Gwen, A Luxury Collection Hotel • Hotel Rex repositioning to Hotel Emblem (Viceroy Collection): $2M YoY EBITDA upside in ‘19 • 2018 Renovations leading renovated, high-quality portfolio: Chicago Marriott, Westin Fort Lauderdale, and Worthington Renaissance • Havana Cabana Key West opened April 2018: ~$1M in EBITDA upside 4 External Growth Driving Value • ~$150M luxury resort acquisition pending in Northern CA. Expected to close in Q4 2018. • The Landing Resort & Spa in Lake Tahoe, CA for $42M • The Hotel Palomar Phoenix for $80M • L’Auberge de Sedona and Orchards Inn grew combined RevPAR >19% in 2017 and exceeded underwriting by $1.2M in EBITDA with $2.1M YoY EBITDA growth Vail Marriott Mountain Resort 5 Compelling Valuation • 11.8x 2018 EBITDA multiple �  0.6x discount to peer average • Market multiple implies 10% upside • $330K EV per key �  ~25% discount to replacement cost 26



 

Why DiamondRock? 1 Top-Quality Portfolio 2 Resort Exposure The Gwen, A Luxury Collection Hotel 3 ROI Opportunities 4 Significant Dry Power Vail Marriott Mountain Resort 5 Compelling Valuation 27



 

2020 Pace Update • DRH 2020 pace up 20% • Key markets trending positively • Chicago hotels up >40% combined • Boston portfolio up approximately 20% • DC up approximately 70% Source: STR. 28



 

Appendix



 

Diverse Operator Base Drives Best Practices More than half of portfolio is subject to short-term or terminable management agreements. HEI 16% Interstate Recent Operator Changes Driving Value 7% • Two Roads Hospitality brought in as new operator Highgate 8% for L’Auberge de Sedona and Orchards Inn in December 2017 Davidson 6% • Viceroy Hotels brought in as new operator for Hotel Sage 4% Rex in October 2017 Marriott 37% • Courtyard Midtown East converted to franchise and Vail 4% Marriott replaced with HEI Hotels as operator in August 2017 Two Roads 4% • DRH exercised its right to terminate Marriott at Kimpton 4% Frenchman’s Reef and unencumber hotel Ocean Properties 4% Viceroy 1% New Independent Mgr. 6% (1) Note: Based on 2017 EBITDA for all properties. Pro forma for acquisition of The Landing Tahoe, Palomar Phoenix, L’Auberge de Sedona and Orchards Inn Sedona for the full-year. (1) Assumes Frenchman’s Reef is independently managed with new manager. 30



 

NYC Market Update Quarterly Manhattan RevPAR Trending Positive 10.0% 8.0% 7.4% 6.0% 4.2% 4.0% 2.0% 1.3% 0.5% 0.7% 0.0% (0.5%) (2.0%) (1.3%) (1.7%) (2.6%) (4.0%) (3.1%) (6.0%) (5.0%) Q116 Q216 Q316 Q416 Q117 Q217 Q317 Q417 Q118 Q218 Q318 • Q4-to-date RevPAR estimated at 5.7% Source: STR. 31



 

NYC Supply Outlook • Supply in NYC remains elevated, but DRH submarkets have minimal supply • DRH’s primary submarket of Midtown East has no new supply in 2018-19 with total pipeline of rooms at 1% ‒  Less than 1% supply CAGR over last three years • Waldorf Astoria (1,413 rooms) came offline Q117 ‒  10% of Midtown East rooms removed during renovation and 7% reduction long-term • Recently enacted Airbnb law to significantly mitigate Airbnb shadow supply • New legislation moving forward that would significantly limit new hotel development • Would require developers to receive a special permit to build new hotels in light manufacturing zones and would require union hotel staff Source: STR, CBRE. 32



 

Manhattan Building Permits Declining Significantly • Since 1988 when supply growth was less than 1.o percent, Manhattan RevPAR growth averaged 10.1 percent • 719 keys were permitted in Manhattan in 2017 (522 excluding Roosevelt Island), which is 85.3 percent less than 2011-2016 averages • Only 51.6 percent of buildings permitted from 2011 to 2014 received TCO by Year End 2017 • 11,749 keys permitted between 2008-2014 still have not received TCO • 2-3 year construction period implies a lack of incoming supply starting ~2020 Source: HWE. 33



 

Chicago Outperforming in 2018 • The Chicago Marriott and the Gwen are up a combined 11% YTD 2018 ‒  Combined group pace up ~15% in Q4 2018 • Chicago Marriott completed final stage of $110M renovation in Q1 2018 ‒  Average guest satisfaction score of a renovated room is 20 points higher than the pre-renovation room score ‒  ~500 basis points of market share gain over last twelve months Chicago Marriott Downtown Magnificent Mile • The Gwen continues to ramp following the completion of its comprehensive $27M renovation and conversion to the Luxury Collection ‒  31% RevPAR growth YTD and 18 points of market share gain YTD ‒  Top 10 TripAdvisor Ranking in Chicago following reno • Chicago citywides up nearly 25% in 2018 The Gwen, Luxury Collection 34



 



Frenchman’s Reef Resort & Morning Star Beach Resort November 2018



 

Frenchman’s Reef Resort & Morning Star Beach Resort Key Facts & Figures Q2 2020 Projected Reopening $20M+ Brand Support $30M USVI Support $370+ Stabilized ADR $25M Stabilized EBITDA 2



 

Renowned Team of Experts Supporting Rebuild Kollin Altomare Architects WhiteSpace (Design) The Johnson Studio (F&B Design) Four Seasons Punta Mita Resort & Spa Four Seasons Scottsdale at Troon North The Ritz-Carlton Grand Cayman The Ritz-Carlton Laguna Niguel Four Seasons Hotel Austin (Blue, Seven, Taikun, Ritz Lobby Bar) The Fairmont Scottsdale Princess Resort Ritz-Carlton Half Moon Bay Lobster Sea Bar Grille (Miami Beach) The Ritz Carlton, Kapalua Maui Del Frisco’s Double Eagle Steakhouse (Dallas) Maris Collective (Retail, Concepts, Programming) Richard Sandoval Group (Celebrity Chef) Four Seasons Maui Four Seasons Nevis Four Season Anguilla Four Seasons Punta Mita Fairmont Kea Lani, Maui Maya (NYC, Dubai) Toro Toro (Abu Dhabi) 3



 

Frenchman’s Reef Resort • Frenchman’s Reef Resort is St. Thomas’s flagship resort - Located on approximately 21 acres of picturesque land overlooking Charlotte Amalie Bay & the Atlantic Ocean - Features over 1,200 linear feet of beach - Iconic asset with the most visible location and view to island • Frenchman’s Resort is prominently visible by all cruise passengers at the entrance of the Port of St. Thomas - Average of 1.8M cruise visitors per year • Largest hotel on the island and largest private employer • Currently unencumbered of brand and management • 384 rooms with ~30K SF of meeting space, full- service spa and numerous restaurant and bar options and 94 additional keys at Morning Star 4



 

Renovation Will Completely Reposition Frenchman’s Reef �  Fully-renovated guestrooms �  New lobby and public spaces �  Redesigned pool, beach and spa experience �  Enhanced restaurant & bar experiences through partnership with celebrity chef Richard Sandoval �  Improved retail outlets and layout �  New power system, waste water treatment plant and sea water treatment system - Will drive significant annual savings ($2M) 5



 

Morning Star Repositioned as a Boutique, Luxury Resort • 94 beachfront rooms will be up- branded to luxury, boutique resort • Distinct branding and luxury identity (e.g. Autograph Collection or Curio) • Targeting $500 ADR • Guestroom renovation ($150K per key) - Comp to Scrub Island Resort, Park Hyatt St. Kitts and Kimpton Seafire • Reimagined lobby, pool, restaurant (Cayman Islands) and bar 6



 

Significant Upside with Two Vastly Improved Resorts �  Average Daily Rate Completely renovated and rebuilt $502: Morning Star assets $372 +47% $253 $341: Frenchman’s �  Significant rate upside (47%) 2016A Stabilized Performance �  Independent manager to improve profitability and residual value EBITDA ($M) $25.0 +51% �  Increased resort fee for added $16.6 activities and amenities �  Reimagined F&B experiences to 2016A Stabilized Performance drive F&B revenues EBITDA Margin �  27.8% Enhanced tax benefits +320bps 24.8% �  Infrastructure improvements to drive significant annual savings ($2M) 2016A Stabilized Performance 7



 

Frenchman’s Reef Main Lobby Rendering 8



 

Frenchman’s Reef Main Tower Guestroom Rendering 9



 

Morning Star Lobby Rendering 10



 

Morning Star Guestroom Rendering 11



 


