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CONDENSED CONSOLIDATED BALANCE SHEETS
June 19, 2009 and December 31, 2008

(in millions, except shares and per share amounts)
 

   
June 19,

2009   
December 31,

2008  
   (unaudited)  (see Note 2)  

ASSETS    
Property and equipment, net   $ 10,431   $ 10,739  
Assets held for sale    55    —    
Due from managers    81    65  
Investments in affiliates    144    229  
Deferred financing costs, net    51    46  
Furniture, fixtures and equipment replacement fund    121    119  
Other    197    200  
Restricted cash    46    44  
Cash and cash equivalents    1,346    508  

    
 

   
 

Total assets   $ 12,472   $ 11,950  
    

 

   

 

LIABILITIES AND EQUITY    
Debt    

Senior notes, including $859 million and $916 million, respectively, net of discount, of Exchangeable Senior
Debentures   $ 4,272   $ 3,943  

Mortgage debt    1,524    1,436  
Credit facility, including the $210 million term loan    210    410  
Other    87    87  

    
 

   
 

Total debt    6,093    5,876  
Accounts payable and accrued expenses    86    119  
Other    171    183  

    
 

   
 

Total liabilities    6,350    6,178  
    

 
   

 

Non-controlling interests of Host Hotels & Resorts, L.P.    115    156  

Host Hotels & Resorts Inc. stockholders’ equity:    
Cumulative redeemable preferred stock (liquidation preference $100 million) 50 million shares authorized; 4.0 million

shares issued and outstanding    97    97  
Common stock, par value $.01, 1,050 million shares and 750 million shares authorized, respectively; 604.6 million

shares and 525.3 million shares issued and outstanding, respectively    6    5  
Additional paid-in capital    6,397    5,874  
Accumulated other comprehensive income    2    5  
Deficit    (518)   (389) 

    
 

   
 

Total Host Hotels & Resorts Inc. stockholders’ equity    5,984    5,592  
Non-controlling interests—other consolidated partnerships    23    24  

    
 

   
 

Total equity    6,007    5,616  
    

 
   

 

Total liabilities and equity   $ 12,472   $ 11,950  
    

 

   

 

See notes to condensed consolidated statements.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Quarter and Year-to-date Ended June 19, 2009 and June 13, 2008

(unaudited, in millions, except per share amounts)
 
   Quarter ended   Year-to-date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
REVENUES      

Rooms   $ 629   $ 837   $1,134   $1,450  
Food and beverage    323    433    592    762  
Other    87    91    156    161  

    
 

   
 

   
 

   
 

Total hotel sales    1,039    1,361    1,882    2,373  
Rental income    25    27    54    57  

    
 

   
 

   
 

   
 

Total revenues    1,064    1,388    1,936    2,430  
    

 
   

 
   

 
   

 

EXPENSES      
Rooms    166    194    302    348  
Food and beverage    232    297    431    535  
Hotel departmental expenses    271    318    505    571  
Management fees    41    71    74    123  
Other property-level expenses    96    94    177    175  
Depreciation and amortization    196    128    353    249  
Corporate and other expenses    17    14    32    31  
Gain on insurance settlement    —      —      —      (7) 

    
 

   
 

   
 

   
 

Total operating costs and expenses    1,019    1,116    1,874    2,025  
    

 
   

 
   

 
   

 

OPERATING PROFIT    45    272    62    405  
Interest income    2    4    4    9  
Interest expense    (82)   (88)   (169)   (171) 
Net gains on property transactions and other    1    1    2    2  
Gain on foreign currency and derivatives    6    —      4    —    
Equity in earnings (losses) of affiliates    (32)   1    (34)   2  

    
 

   
 

   
 

   
 

INCOME (LOSS) BEFORE INCOME TAXES    (60)   190    (131)   247  
Benefit (provision) for income taxes    (10)   (13)   4    (7) 

    
 

   
 

   
 

   
 

INCOME (LOSS) FROM CONTINUING OPERATIONS    (70)   177    (127)   240  
Income (loss) from discontinued operations    1    16    (2)   16  

    
 

   
 

   
 

   
 

NET INCOME (LOSS)    (69)   193    (129)   256  
Less: Net (income) loss attributable to non-controlling interests    1    (10)   2    (18) 

    
 

   
 

   
 

   
 

NET INCOME (LOSS) ATTRIBUTABLE TO COMMON STOCKHOLDERS    (68)   183    (127)   238  
Less: Dividends on preferred stock    (2)   (2)   (4)   (4) 

    
 

   
 

   
 

   
 

NET INCOME (LOSS) AVAILABLE TO COMMON STOCKHOLDERS   $ (70)  $ 181   $ (131)  $ 234  
    

 

   

 

   

 

   

 

Basic earnings (loss) per common share:      
Continuing operations   $ (.12)  $ .32   $ (.24)  $ .42  
Discontinued operations    —      .03    —      .03  

    
 

   
 

   
 

   
 

Basic earnings (loss) per common share   $ (.12)  $ .35   $ (.24)  $ .45  
    

 

   

 

   

 

   

 

Diluted earnings (loss) per common share:      
Continuing operations   $ (.12)  $ .31   $ (.24)  $ .42  
Discontinued operations    —      .03    —      .03  

    
 

   
 

   
 

   
 

Diluted earnings (loss) per common share   $ (.12)  $ .34   $ (.24)  $ .45  
    

 

   

 

   

 

   

 

See notes to condensed consolidated statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Year-to-Date Ended June 19, 2009 and June 13, 2008

(unaudited, in millions)
 
   Year-to-date ended  

   
June 19,

2009   
June 13,

2008  
OPERATING ACTIVITIES    
Net income (loss)   $ (129)  $ 256  
Adjustments to reconcile to cash provided by operations:    

Discontinued operations:    
Gain on dispositions    (18)   (10) 
Depreciation    24    6  

Depreciation and amortization    353    249  
Amortization of deferred financing costs    6    5  
Amortization of debt premiums/discounts, net    15    15  
Deferred income taxes    (7)   3  
Net gains on property transactions and other    (2)   (2) 
Gains on foreign currency transactions and derivatives    (4)   —    
Gain on extinguishment of debt    (3)   —    
Equity in earnings/losses of affiliates, net    34    (2) 
Distributions from equity investments    1    3  
Change in due from managers    (19)   (29) 
Changes in other assets    6    (21) 
Changes in other liabilities    (2)   (32) 

    
 

   
 

Cash provided by operations    255    441  
    

 
   

 

INVESTING ACTIVITIES    
Proceeds from sales of assets, net    108    23  
Investments in and return of capital from affiliates, net    39    (5) 
Capital expenditures:    

Renewals and replacements    (91)   (170) 
Repositionings and other investments    (101)   (140) 

Change in furniture, fixtures and equipment (FF&E) replacement fund    (2)   (21) 
Change in restricted cash designated for FF&E replacement fund    (4)   —    
Other    —      13  

    
 

   
 

Cash used in investing activities    (51)   (300) 
    

 
   

 

FINANCING ACTIVITIES    
Financing costs    (10)   (8) 
Issuances of debt    506    510  
Repayments on credit facility    (200)   —    
Repurchase of exchangeable debentures    (69)   —    
Debt prepayments    (34)   (211) 
Scheduled principal repayments    (7)   (9) 
Common stock issuance    480    —    
Common stock repurchase    —      (72) 
Dividends on common stock    (26)   (314) 
Dividends on preferred stock    (4)   (4) 
Distributions to non-controlling interests    (3)   (19) 
Change in restricted cash other than FF&E replacement fund    1    3  

    
 

   
 

Cash provided by (used in) financing activities    634    (124) 
    

 
   

 

INCREASE IN CASH AND CASH EQUIVALENTS    838    17  
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD    508    488  

    
 

   
 

CASH AND CASH EQUIVALENTS, END OF PERIOD   $1,346   $ 505  
    

 

   

 

See notes to condensed consolidated statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Year-to-Date Ended June 19, 2009 and June 13, 2008

(unaudited)

Supplemental disclosure of cash flow information (in millions):
 
   Year-to-date ended

   
June 19,

2009   
June 13,

2008
Interest paid   $ 168  $ 168
Income taxes paid    4   4

Supplemental disclosure of noncash investing and financing activities:

For the year-to-date periods ended June 19, 2009 and June 13, 2008, we issued approximately 3.3 million shares and 0.2 million shares, respectively, upon
the conversion of operating partnership units, or OP Units, of Host Hotels & Resorts, L.P., held by non-controlling partners valued at approximately $17 million
and $3 million, respectively.

On March 12, 2008, we acquired the remaining limited partnership interests in Pacific Gateway Ltd., a subsidiary partnership of Host LP, which owns the
San Diego Marriott Hotel and Marina, and other economic rights formerly held by our partners, including the right to receive 1.7% of the hotel’s sales, in
exchange for 5,575,540 OP Units. The OP Units were valued at $93 million based on the closing stock price on such date for Host Hotels & Resorts, Inc., of
$16.68.

See notes to condensed consolidated statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
1. Organization

Host Hotels & Resorts, Inc., or Host, a Maryland corporation operating through an umbrella partnership structure, is the owner of hotel properties.
We operate as a self-managed and self-administered real estate investment trust, or REIT, with our operations conducted solely through an operating
partnership, Host Hotels & Resorts, L.P., or the operating partnership, or Host LP, and its subsidiaries. We are the sole general partner of the operating
partnership and, as of June 19, 2009, own approximately 98% of the partnership interests of Host LP, which are referred to as OP units.

 
2. Summary of Significant Accounting Policies

We have condensed or omitted certain information and footnote disclosures normally included in financial statements presented in accordance with
U.S. generally accepted accounting principles, or GAAP, in the accompanying unaudited condensed consolidated financial statements. We believe the
disclosures made are adequate to prevent the information presented from being misleading. However, the unaudited condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and notes thereto included in our Annual Report on Form 10–K for the
year ended December 31, 2008.

The preparation of financial statements in conformity GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

In our opinion, the accompanying unaudited condensed consolidated financial statements reflect all adjustments necessary to present fairly our
financial position as of June 19, 2009 and the results of our operations for the quarterly and year-to-date periods ended June 19, 2009 and June 13, 2008
and cash flows for the year-to-date periods ended June 19, 2009 and June 13, 2008. Interim results are not necessarily indicative of full year performance
because of the impact of seasonal and short-term variations. Subsequent events have been evaluated through July 28, 2009.

Certain prior year financial statement amounts have been reclassified to conform to the current presentation, including changes as a result of the
application of new accounting requirements for our exchangeable debentures and non-controlling interests in consolidated entities.

Reporting Periods

The results we report are based on results of our hotels reported to us by our hotel managers. Our hotel managers use different reporting periods.
Marriott, the manager of the majority of our properties, uses a fiscal year ending on the Friday closest to December 31 and reports twelve weeks of
operations for each of the first three quarters of the year and sixteen or seventeen weeks for the fourth quarter of the year. In contrast, other managers of our
hotels, such as Starwood and Hyatt, report results on a monthly basis. For results reported by hotel managers using a monthly reporting period
(approximately 41% of our hotels), the month of operation that ends after our fiscal quarter-end is included in our results of operations in the following
fiscal quarter. Accordingly, our results of operations include results from hotel managers reporting results on a monthly basis as follows: first quarter
(January, February), second quarter (March to May), third quarter (June to August), and fourth quarter (September to December). We elected to adopt the
reporting period used by Marriott modified so that our fiscal year always ends on December 31 because we are a REIT. Accordingly, our first three quarters
of operations end on the same day as Marriott but our fourth quarter ends on December 31.

Application of New Accounting Standards

Non-controlling Interests in Consolidated Financial Statements

As a result of the adoption of new accounting requirements regarding non-controlling interests in consolidated financial statements, non-controlling
interests of other consolidated partnerships (previously referred to as “Interest of minority partners of other consolidated partnerships”) is now included as a
separate component of equity in the consolidated balance sheets. The consolidated statements of operations have also been modified to present earnings
and other comprehensive income to be attributed to controlling and non-controlling interests. Below are the steps we have taken as a result of the
implementation of the requirements:

 

 
•  We have reclassified the non-controlling interests of other consolidated partnerships previously presented in the mezzanine section of our

balance sheets to equity. This reclassification totaled $24 million as of December 31, 2008.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 

 
•  Non-controlling interests of Host LP will continue to be classified in the mezzanine section of the balance sheet as these redeemable OP

Units do not meet the requirements for equity classification. The redemption feature requires the delivery of cash or shares of registered
stock.

 

 

•  Net income attributable to non-controlling interests of Host LP and of other non-consolidated partnerships is no longer included in the
determination of net income, and we reclassified prior year amounts to reflect this requirement. As a result, net income increased $10 million
and $18 million from previously reported amounts for the second quarter and year-to-date periods ending June 13, 2008, respectively. The
adoption of this requirement has no effect on our earnings per share.

 

 

•  We adjust the non-controlling interests of Host LP each period so that the carrying value equals the greater of its carrying value based on the
accumulation of historical cost or its redemption value. The historical cost of the non-controlling interests of Host LP is based on the
proportional relationship between the carrying value of equity associated with our common stockholders relative to that of the unitholders of
Host LP, as OP Units may be exchanged into common stock on a one-for-one basis. Net income is allocated to the non-controlling partners
of Host LP based on their weighted average ownership percentage during the period. As of June 19, 2009, the non-controlling interests of
Host LP have a redemption value of approximately $90 million (based on June 19, 2009 Host closing common stock price of $7.66), which
represents the amount of cash or Host stock, at our option, that would be paid to the outside non-controlling partners of Host LP, which is
less than the historical cost of $115 million.

Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon Conversion (Including Partial Cash Settlement)

As a result of the adoption of a new accounting requirement regarding the accounting for convertible debt instruments that may be settled in cash
upon conversion (including partial cash settlement), we have retroactively adjusted the recognition of our exchangeable debentures such that we will now
separately account for the liability and equity components of the debentures to reflect our nonconvertible debt borrowing rate on the instrument’s issuance
date when interest cost is recognized. Our 2 / % Exchangeable Senior Debentures (the “2007 Debentures”) and our 3 / % Exchangeable Senior Debentures
(“the 2004 Debentures”) are within the scope of the new accounting requirement; therefore, we are required to record the debt components of the
debentures at fair value as of the date of issuance and amortize the resulting discount as an increase to interest expense over the expected life of the debt.
We measured the fair value of the debt components of the 2004 Debentures and 2007 Debentures at issuance based on effective interest rates of 6.8% and
6.5%, respectively. As a result, we attributed $165 million of the proceeds received to the conversion feature of the debentures. This amount represents the
excess proceeds received over the fair value of the debt at the date of issuance and is included in additional paid-in capital on the accompanying balance
sheets. The implementation of the new accounting requirement has resulted in a decrease to net income and earnings per share for all periods presented;
however, there is no effect on our cash interest payments. As a result of this accounting change:

 

 
•  The unamortized discount of the 2004 Debentures and 2007 Debentures related to the implementation was $60 million and $76 million as of

June 19, 2009 and December 31, 2008, respectively. The unamortized discount is recognized as a reduction to the carrying value of the
debentures on the consolidated balance sheets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
 •  Interest expense recorded for the 2004 and 2007 Debentures for the periods presented consists of the following (in millions):
 

   Quarter ended   Year-to-date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
Contractual interest expense   $ 7  $ 8  $ 14  $ 16
Non-cash interest expense due to discount amortization    6   7   13   14

                

Total interest expense   $ 13  $ 15  $ 27  $ 30
                

 

 

•  During the first quarter of 2009, we repurchased $75 million face amount of the 2004 Debentures with a carrying value of $72 million for
$69 million. We recognized a $3 million gain on the transaction. We evaluated the fair value of the debt repurchased based on the fair value
of the cash flows at the date of the repurchase discounted at risk adjusted rates. Based on this calculation, the fair value of the debt
repurchased was greater than the conversion price; therefore, we did not allocate any of the repurchase price to the conversion feature of the
debentures.

 

 
•  The diluted earnings per common share for the quarter and year-to-date periods ended June 13, 2008 were reduced from the previously

reported amounts by approximately $.01 for both periods.
 

 
•  We reclassified approximately $1 million of unamortized financing costs to stockholders’ equity as these costs were attributable to the

issuance of the conversion feature associated with the debentures.
 
3. Earnings per Common Share

Basic earnings per common share is computed by dividing net income available to common stockholders by the weighted average number of shares
of common stock outstanding. Diluted earnings per common share is computed by dividing net income available to common stockholders as adjusted for
potentially dilutive securities, by the weighted average number of shares of common stock outstanding plus potentially dilutive securities. Dilutive
securities may include shares granted under comprehensive stock plans, preferred OP units held by non-controlling partners and exchangeable debt
securities. No effect is shown for securities that are anti-dilutive.

 
   Quarter ended   Year to date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
   (in millions, except per share amounts)  
Net income (loss)   $ (69)  $ 193   $ (129)  $ 256  

Net (income) loss attributable to non-controlling
interests    1    (10)   2    (18) 

Dividends on preferred stock    (2)   (2)   (4)   (4) 
    

 
   

 
   

 
   

 

Earnings (loss) available to common stockholders    (70)   181    (131)   234  
Assuming conversion of 2004 Exchangeable Senior

Debentures    —      7    —      —    
Assuming deduction of gain recognized for the

repurchase of 2004 Exchangeable Senior Debentures
(a)    —      —      (2)   —    

    
 

   
 

   
 

   
 

Diluted earnings (loss) available to common stockholders   $ (70)  $ 188   $ (133)  $ 234  
    

 

   

 

   

 

   

 

Basic weighted average shares outstanding    575.0    520.5    550.3    521.5  
Diluted weighted average shares outstanding    575.0    551.7    552.2    521.8  

Basic earnings (loss) per share   $ (.12)  $ .35   $ (.24)  $ .45  
    

 

   

 

   

 

   

 

Diluted earnings (loss) per share   $ (.12)  $ .34   $ (.24)  $ .45  
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
 

 

 
(a) During the first quarter of 2009, we repurchased $75 million face amount of the 2004 Debentures with a carrying value of $72 million for

$69 million. The adjustments to dilutive earnings per common share related to the 2004 Debentures repurchased during the year include the
$3 million gain on repurchase, net of interest expense on the repurchased debentures.

 
4. Property and Equipment

Property and equipment consists of the following as of:
 

   
June 19,

2009   
December 31,

2008  
   (in millions)  
Land and land improvements   $ 1,582   $ 1,613  
Buildings and leasehold improvements    11,395    11,502  
Furniture and equipment    1,769    1,748  
Construction in progress    156    174  

    
 

   
 

   14,902    15,037  
Less accumulated depreciation and amortization    (4,471)   (4,298) 

    
 

   
 

  $10,431   $ 10,739  
    

 

   

 

Impairment of Property and Equipment

We analyze our assets for impairment when events or circumstances occur that indicate the carrying value may not be recoverable. We consider a
property to be impaired when the sum of future undiscounted cash flows over our remaining estimated holding period is less than the carrying value of the
asset. For impaired assets, we record an impairment charge equal to the excess of the property’s carrying value over its fair value.

During 2009, we reviewed our hotel portfolio for impairment and identified several properties that may be sold prior to the end of their previously
estimated useful lives or that had current or projected operating losses. Properties exhibiting these characteristics are tested for impairment based on
management’s estimate of expected future undiscounted cash flows from operations and sale over our expected remaining hold period. The fair value of
these properties is generally determined based on either a discounted cash flow analysis or negotiated sales prices. Based on these assessments, we have
recorded non-cash impairment charges totaling $57 million and $97 million in the second quarter and year-to-date periods ended June 19, 2009,
respectively. Impairment charges are classified within depreciation and amortization on the accompanying condensed consolidated statements of
operations. During the second quarter of 2009, we reclassified $19 million of impairment charges associated with a property that was held for sale as of
June 19, 2009 (see note 10) into discontinued operations.

 
5. Investments in Affiliates

We hold a 32.1% ownership interest in a joint venture based in Europe that owns 11 hotel properties located in six countries. The terms of this joint
venture agreement limit the life of the investment to 2016, with two one-year extensions. We review our investment in the joint venture for other than
temporary impairment based on the occurrence of any events that would indicate that the carrying amount of the investment exceeds its fair value on an
other than temporary basis. We used certain inputs such as available third-party appraisals and forecast net operating income for the hotel properties to
estimate the fair value of our investment in the joint venture as of June 19, 2009. We determined that our investment was impaired based on the reduction
of distributable cash flows from the joint venture, which has been caused primarily by a decline in cash flows generated by the properties. We believe this
impairment to be other than temporary as defined by GAAP because the time period over which the joint venture may be able to improve operations such
that our investment would be fully recoverable is constrained by the remaining life of the joint venture. As a result, we recorded a non-cash impairment
charge totaling $34 million in the second quarter based on the difference between our investment’s estimated fair value and carrying value. This
impairment is included in equity in earnings (losses) of affiliates in the consolidated statement of operations.

 
10



Table of Contents

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
6. Debt

Credit Facility and Senior Notes. On May 5, 2009, we issued $400 million, 9% Series T senior notes maturing May 15, 2017 and received net
proceeds of approximately $380 million after discounts, fees and other offering costs. Interest is payable semi-annually in arrears on January 15 and
July 15, commencing July 15, 2009. A portion of the proceeds were used to repay the $200 million outstanding on the revolving portion of our credit
facility. Additionally, we expect to repay all of the outstanding $135 million mortgage debt on the Westin Kierland Resort & Spa using proceeds from this
issuance in December 2009. The outstanding 9% Series T senior notes are equal in right of payment with all of our other senior notes.

Exchangeable Debentures. The total face amount of the outstanding 2004 and 2007 Debentures is $325 million and $600 million, respectively, as of
June 19, 2009. The Debentures are equal in right of payment with all of our other senior notes. The 2004 Debentures mature April 2024; however, holders
have the right to require us to repurchase the 2004 Debentures on April 15, 2010, April 15, 2014 and April 15, 2019 for cash equal to 100% of the principal
amount. The 2007 Debentures mature April 2027; however, holders have the right to require us to repurchase the 2007 Debentures on April 15,
2012, April 15, 2017 and April 15, 2022 for cash equal to 100% of the principal amount.

During March 2009, we repurchased $75 million face amount of the 2004 Debentures with a carrying value of $72 million for approximately
$69 million and recorded a gain on the repurchase of approximately $3 million. Subsequent to the end of the second quarter of 2009, we repurchased
$22 million face amount of the 2007 Debentures with a carrying value of $19 million for approximately $18 million and will recognize a gain on the
repurchase of approximately $1 million in the third quarter. Since the fourth quarter of 2008, we have repurchased a total of $197 million face amount of
the Debentures for approximately $169 million.

Mortgage Debt. On July 1, 2009, we repaid the $175 million San Diego Marriott Hotel & Marina mortgage loan at maturity.
 
7. Stockholder’s Equity

Dividends. On June 15, 2009, our Board of Directors declared a cash dividend of $0.5546875 per share on our Class E cumulative redeemable
preferred stock. The dividend was paid on July 15, 2009 to preferred stockholders of record as of June 30, 2009.

Common Stock Offering. On April 29, 2009, we issued 75,750,000 shares of common stock at $6.60 per share and received net proceeds of
approximately $480 million, after underwriting discounts and commissions and transaction expenses.

Stock and Equity Related Securities Repurchase. Our Board of Directors authorized a program to repurchase up to $500 million of common stock
and equity related securities. These securities may be purchased in the open market or through private transactions, depending on market conditions. The
plan does not obligate the Company to repurchase any specific number or amount of securities and may be suspended at any time at management’s
discretion. Currently, we have used a total of $269 million of the funds allocated under this plan, including the $169 million used to repurchase the
exchangeable debentures described in Note 6 above. We have approximately $231 million remaining under the Board of Directors’ authorization for future
repurchases.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
Equity is allocated between controlling and non-controlling interests as follows (in millions):

 

   
Host Hotels &
Resorts, Inc.   

Non-
redeemable

non-
controlling

interests   Total   

Redeemable
non-

controlling
interests  

Balance, December 31, 2008   $ 5,592   $ 24   $5,616   $ 156  
Net income (loss)    (127)   1    (126)   (3) 
Changes in ownership    522    (2)   520    (38) 
Other comprehensive loss (note 9)    (3)   —      (3)   —    

    
 

   
 

   
 

   
 

Balance, June 19, 2009   $ 5,984   $ 23   $6,007   $ 115  
    

 

   

 

   

 

   

 

 
8. Geographic Information

We consider each one of our hotels to be an operating segment, none of which meets the threshold for a reportable segment. We also allocate
resources and assess operating performance based on individual hotels. All of our other real estate investment activities (primarily our leased hotels and
office buildings) are immaterial and meet the aggregation criteria, and thus, we report one segment: hotel ownership. Our foreign operations consist of four
properties located in Canada, two properties located in Chile and one property located in Mexico. There were no intercompany sales during the periods
presented. The following table presents total revenues for each of the geographical areas in which we operate:

 
   Quarter ended   Year-to-date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
   (in millions)
United States   $1,032  $1,338  $1,879  $2,346
Canada    22   33   41   58
Chile    7   9   10   14
Mexico    3   8   6   12

                

Total revenue   $1,064  $1,388  $1,936  $2,430
                

 
9. Comprehensive Income

Other comprehensive income consists of unrealized gains and losses on foreign currency translation adjustments and hedging instruments.

The following table presents comprehensive income for all periods presented:
 

   Quarter ended   Year-to-date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
   (in millions)  
Net income (loss)   $ (69)  $ 193   $ (129)  $ 256  
Other comprehensive income (loss)    —      (13)   (3)   4  

    
 

   
 

   
 

   
 

Comprehensive income (loss)    (69)   180    (132)   260  
Comprehensive (income) loss attributable to the non-controlling

interests    1    (10)   2    (18) 
    

 
   

 
   

 
   

 

Comprehensive income (loss) attributable to Host Hotels & Resorts,
Inc.   $ (68)  $ 170   $ (130)  $ 242  
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
10. Dispositions

Dispositions. In the first quarter of 2009, we sold the Hyatt Regency Boston for a total of approximately $113 million, including the return of
reserves held by the manager, and recorded a gain on the disposition of approximately $20 million, net of tax. The following table summarizes the
revenues, income (loss) before taxes, and the gain (loss) on dispositions, net of tax, of the hotels which have been reclassified to discontinued operations,
which includes assets held for sale and the results of sold hotels prior to their disposition, in the condensed consolidated statements of operations for the
periods presented:

 
   Quarter ended   Year-to-date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
   (in millions)
Revenues   $ 13   $ 29  $ 25   $ 49
Income (loss) before income taxes    2    6   (20)   7
Gain (loss) on dispositions, net of tax    (1)   10   17    10

Subsequent to the quarter ended June 19, 2009, we sold three non-core properties: the 448-room Sheraton Stamford Hotel, the 253-room Washington
Dulles Marriott Suites and the 430-room Boston Marriott Newton for net proceeds of approximately $64 million and we expect to record a gain of
approximately $10 million in the third quarter. We believe the growth prospects of these hotels were limited and certain of the hotels required significant
capital expenditures. These three properties are classified as held-for-sale in the condensed consolidated balance sheet as of June 19, 2009. During the first
quarter of 2009, we recorded an impairment charge of approximately $19 million associated with the Sheraton Stamford Hotel, the operations of which are
included in discontinued operations for all periods presented (see note 4).

Net income attributable to common stockholders is allocated between continuing and discontinued operations as follows:
 

   Quarter ended   Year-to-date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
Income (loss) from continuing operations, net of tax   $ (69)  $ 167  $ (125)  $ 222
Discontinued operations, net of tax    1    16   (2)   16

    
 

       
 

   

Net income (loss) attributable to common stockholders   $ (68)  $ 183  $ (127)  $ 238
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
11. Fair Value of Financial Instruments

The fair value of certain financial assets and liabilities and other financial instruments are shown below:
 

   June 19, 2009   December 31, 2008

   
Carrying
Amount   

Fair
Value   

Carrying
Amount   

Fair
Value

   (in millions)
Financial assets         

Notes receivable   $ 12  $ 12  $ 12  $ 12
Financial liabilities         

Senior notes    3,414   3,125   3,027   2,297
Exchangeable senior debentures    859   819   916   743
Credit facility (including the $210 million term loan)    210   196   410   378
Mortgage debt and other, net of capital leases    1,610   1,507   1,522   1,501

Notes receivable and other financial assets are valued based on expected future cash flows discounted at risk-adjusted rates. Valuations for secured
debt and our credit facility are determined based on expected future payments discounted at risk-adjusted rates. Due to continuing uncertainty in the credit
markets, third party estimates for the risk adjusted rate for each loan is not readily attainable. Management has estimated the rate based upon available
market data and estimates of the fair value of the property securing the mortgage. Senior Notes and the Exchangeable Senior Debentures are valued based
on quoted market prices. The fair values of financial instruments not included in this table are estimated to be equal to their carrying amounts.
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Item 2. Management’s Discussion and Analysis of Results of Operations and Financial Condition

The following discussion and analysis should be read in conjunction with the condensed consolidated financial statements and related notes included
elsewhere in this report. Host Hotels & Resorts, Inc. is a Maryland corporation and operates as a self-managed and self-administered real estate investment trust,
or REIT. Host Hotels & Resorts, Inc. owns properties and conducts operations through Host Hotels & Resorts, L.P., a Delaware limited partnership of which Host
Hotels & Resorts, Inc. is the sole general partner and in which it holds approximately 98% of the partnership interests as of June 19, 2009. In this report, we use
the terms “we” or “our” to refer to Host Hotels & Resorts, Inc. and Host Hotels & Resorts, L.P. together, unless the context indicates otherwise. We also use the
term “Host” to specifically refer to Host Hotels & Resorts, Inc. and the terms “operating partnership” or “Host LP” to refer to Host Hotels & Resorts, L.P. in cases
where it is important to distinguish between Host and Host LP.

Forward-Looking Statements

In this report on Form 10-Q, we make some forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
forward-looking statements are identified by their use of terms and phrases such as “anticipate,” “believe,” “could,” “expect,” “may,” “intend,” “predict,”
“project,” “plan,” “will,” “estimate” and other similar terms and phrases. Forward-looking statements are based on management’s current expectations and
assumptions and are not guarantees of future performance that involve known and unknown risks, uncertainties and other factors which may cause our actual
results to differ materially from those anticipated at the time the forward-looking statements are made. These risks and uncertainties include those risk factors
discussed in our Annual Report on Form 10–K for the year ended December 31, 2008 and in other filings with the Securities and Exchange Commission (SEC).
Although we believe the expectations reflected in such forward-looking statements are based upon reasonable assumptions, we can give no assurance that we will
attain these expectations or that any deviations will not be material. Except as otherwise required by the federal securities laws, we disclaim any obligations or
undertaking to publicly release updates to any forward-looking statement contained in this report to conform the statement to actual results or changes in our
expectations.

Outlook

We currently own 113 hotel properties, which operate primarily in the luxury and upper upscale hotel sectors. For a general overview of our business and a
discussion of our reporting periods, see our most recent Annual Report on Form 10-K.

The United States continues to be in an economic recession. The recessionary environment in 2009, specifically declining GDP, business investment,
corporate profits, consumer spending and increasing unemployment, has negatively impacted, and we believe will continue to negatively impact, overall lodging
demand. We believe that consumer and commercial spending and lodging demand will continue to decline throughout the remainder of 2009 and, in particular,
we expect that luxury segment hotels will underperform other property types as consumers continue to select less expensive alternatives. We do not anticipate an
improvement in lodging demand until the economy experiences sustained quarter over quarter growth. As a result of the current fiscal environment, increases in
lodging supply will likely slow significantly over the next few years. This may be particularly relevant for the markets and lodging sectors in which we compete
due to the long-term planning and high level of investment associated with these properties.

We believe that the weak economic fundamentals described above will continue to significantly affect both the group and transient elements of our business
in the second half of 2009. We believe occupancy will stabilize at the current levels, but we expect continued pressure on the average room rate for the remainder
of the year. In addition, we expect that the reduction in travel and increased concern over expenditures will lead to diminished booking activity and reduced
attendance at group events, resulting in lower banquet and food and beverage and other revenues. However, we have experienced some slowing of the negative
trends in recent periods. While our group booking pace is still below 2008 levels, it has increased during the second quarter when compared to the first quarter of
2009. Additionally, the rate of occupancy decline moderated throughout the quarter. It remains difficult to accurately anticipate and forecast group demand due to
shorter group booking lead times. In addition, meeting planners are taking advantage of
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historically high room availability, which has resulted in a shift in pricing power. Similarly, the reduction in corporate travel budgets will continue to negatively
affect transient business travel. The consumer-led elements of this economic slowdown are expected to continue to cause decreased demand at leisure-dependent
destinations, such as Hawaii and Florida, as both U.S. and international leisure travelers are likely to continue to reduce discretionary spending.

The general economic trends discussed above make it difficult to predict our future operating results. There can be no assurances that we will not
experience further declines in hotel revenues or earnings at our properties for any number of reasons, including, but not limited to, greater than anticipated
weakness in the economy, changes in travel patterns and the continued impact of the trends identified above.

Results of Operations

The following table reflects certain line items from our statements of operations and other significant operating statistics (in millions, except operating
statistics and percentages):
 
   Quarter ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

Revenues:     
Total hotel sales   $ 1,039   $ 1,361   (23.7)% 

Operating costs and expenses:     
Property-level costs (1)    1,002    1,102   (9.1) 
Corporate and other expenses    17    14   21.4  

Operating profit    45    272   (83.5) 
Interest expense    82    88   (6.8) 
(Income) loss attributable to non-controlling interests    1    (10)  N/M (4) 
Income from discontinued operations    1    16   N/M  
Net income (loss) attributable to common stockholders    (68)   183   N/M  

All hotel operating statistics (2):     
RevPAR   $117.36   $156.20   (24.9)% 
Average room rate   $175.24   $205.10   (14.6)% 
Average occupancy    67.0%   76.2%  (9.2) pts. 

Comparable hotel operating statistics (3):     
RevPAR   $117.36   $156.22   (24.9)% 
Average room rate   $175.24   $205.28   (14.6)% 
Average occupancy    67.0%   76.1%  (9.1) pts. 
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   Year-to-date ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

Revenues:     
Total hotel sales   $ 1,882   $ 2,373   (20.7)% 

Operating costs and expenses:     
Property-level costs (1)    1,842    2,001   (7.9) 
Corporate and other expenses    32    31   3.2  
Gain on insurance settlement    —      7   N/M  

Operating profit    62    405   (84.7) 
Interest expense    169    171   (1.2) 
(Income) loss attributable to non-controlling interests    2    (18)  N/M  
Income (loss) from discontinued operations    (2)   16   N/M  
Net income (loss) attributable to common stockholders    (127)   238   N/M  

All hotel operating statistics (2):     
RevPAR   $114.01   $147.46   (22.7)% 
Average room rate   $177.83   $201.99   (12.0)% 
Average occupancy    64.1%   73.0%  (8.9) pts. 

Comparable hotel operating statistics (3):     
RevPAR   $114.07   $147.57   (22.7)% 
Average room rate   $177.94   $202.30   (12.0)% 
Average occupancy    64.1%   72.9%  (8.8) pts. 

 
(1) Amount represents total operating costs and expenses per our condensed consolidated statements of operations less corporate expenses and gains on

insurance settlement.
(2) Operating statistics are for all properties as of June 19, 2009 and June 13, 2008 and include the results of operations for hotels we have sold prior to their

disposition.
(3) Comparable hotel operating statistics for June 19, 2009 and June 13, 2008 are based on 116 comparable hotels as of June 19, 2009.
(4) N/M=Not Meaningful.

2009 Compared to 2008

Hotel Sales Overview
 

   Quarter ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

   (in millions)     
Revenues       

Rooms   $ 629  $ 837  (24.9)% 
Food and beverage    323   433  (25.4) 
Other    87   91  (4.4) 

          

Total hotel sales   $1,039  $1,361  (23.7) 
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   Year-to-date ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

   (in millions)     
Revenues       

Rooms   $1,134  $1,450  (21.8)% 
Food and beverage    592   762  (22.3) 
Other    156   161  (3.1) 

          

Total hotel sales   $1,882  $2,373  (20.7) 
          

Hotel sales declined 23.7% and 20.7% for the quarter and year-to-date, respectively, reflecting continued weakness in the lodging industry. Revenues for
properties sold or classified as held for sale in 2009 or 2008 have been reclassified as discontinued operations. See “Discontinued Operations” below.

We discuss operating results for our hotels on a comparable basis. Comparable hotels are those properties that we have owned for the entirety of the
reporting periods being compared. Comparable hotels do not include the results of properties acquired or sold, or that incurred significant property damage and
business interruption or large scale capital improvements during these periods. As of June 19, 2009, 116 hotels have been classified as comparable hotels,
including three hotels classified as held-for-sale. See “Comparable Hotel Operating Statistics” for a complete description of our comparable hotels. We discuss
our operating results by property type (i.e. urban, suburban, resort/conference or airport), geographic region and mix of business (i.e. transient, group or contract).

Comparable hotel sales decreased 23.7% to approximately $1.1 billion for the quarter and decreased 21.9% to approximately $1.9 billion year-to-date
compared to last year. The revenue decline reflects the decrease in comparable RevPAR of 24.9% for the quarter and 22.7% year-to-date, as a result of a decrease
in occupancy of 9.1 percentage points for the quarter and 8.8 percentage points year-to-date and a decrease in average room rates of 14.6% for the quarter and
12.0% year-to-date.

Food and beverage revenues for our comparable hotels decreased 25.4% for the quarter and 23.3% year-to-date compared to last year. The decrease in the
quarter reflects a decline in both banquet and outlet revenues. Other revenues for our comparable hotels, which primarily represent spa, golf, parking, internet
connectivity and attrition fees, decreased 5.3% for the quarter and 7.1% year-to-date.

Comparable Hotel Sales by Property Type

The following tables set forth performance information for our comparable hotels by property type as of June 19, 2009 and June 13, 2008:

Comparable Hotels by Property Type (a)
 
   As of June 19, 2009   Quarter ended June 19, 2009   Quarter ended June 13, 2008     

   
No. of

Properties  
No. of
Rooms   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Percent
Change in
RevPAR  

Urban   54  34,920  $184.07  69.5%  $128.01  $216.59  77.5%  $167.86  (23.7)% 
Suburban   34  12,904   141.42  58.2    82.28   161.59  69.2    111.89  (26.5) 
Resort/Conference   13  8,082   231.93  67.6    156.71   274.55  78.5    215.40  (27.2) 
Airport   15  7,208   119.40  69.5    82.96   140.59  78.9    110.94  (25.2) 

                  

All Types   116  63,114   175.24  67.0    117.36   205.28  76.1    156.22  (24.9) 
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   As of June 19, 2009   Year-to-Date ended June 19, 2009   Year-to-Date ended June 13, 2008     

   
No. of

Properties  
No. of
Rooms   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Percent
Change in
RevPAR  

Urban   54  34,920  $185.52  65.6%  $121.73  $209.96  74.1%  $155.55  (21.7)% 
Suburban   34  12,904   144.82  57.3    82.93   162.38  66.2    107.46  (22.8) 
Resort/Conference   13  8,082   241.16  66.5    160.42   279.07  77.4    216.04  (25.7) 
Airport   15  7,208   124.08  66.4    82.42   142.11  74.7    106.14  (22.4) 

                  

All Types   116  63,114   177.94  64.1    114.07   202.30  72.9    147.57  (22.7) 
                   

(a) The reporting period for our comparable operating statistics for the year-to-date periods ended June 19, 2009 and June 13, 2008 is from January 3, 2009 to
June 19, 2009 and December 29, 2007 to June 13, 2008, respectively. For further discussion, see “Reporting Periods” in our most recent Annual Report on
Form 10-K.

During the second quarter of 2009, RevPAR decreased significantly across all of our hotel property types due to the overall decline in lodging demand.
RevPAR at our resort/conference properties have been particularly affected by the current economic recession due to reduced consumer spending.

Comparable Hotel Sales by Geographic Region

The following tables set forth performance information for our comparable hotels by geographic region as of June 19, 2009 and June 13, 2008:
 
   As of June 19, 2009   Quarter ended June 19, 2009   Quarter ended June 13, 2008     

   
No. of

Properties  
No. of
Rooms   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Percent
Change in
RevPAR  

Pacific   27  15,943  $176.06  67.2%  $118.23  $206.12  76.5%  $157.60  (25.0)% 
Mid-Atlantic   11  8,683   207.41  76.3    158.15   265.87  81.9    217.73  (27.4) 
North Central   14  6,204   133.85  61.2    81.92   158.90  70.6    112.15  (27.0) 
Florida   9  5,677   197.36  66.9    132.11   236.85  78.3    185.51  (28.8) 
DC Metro   13  5,666   198.71  80.9    160.79   214.11  83.7    179.31  (10.3) 
New England   10  5,165   164.84  60.7    100.12   182.33  77.0    140.39  (28.7) 
South Central   9  5,687   148.89  65.0    96.79   169.51  71.3    120.93  (20.0) 
Mountain   8  3,364   166.68  57.8    96.35   182.61  69.8    127.49  (24.4) 
Atlanta   8  4,252   154.70  58.5    90.55   176.53  69.4    122.43  (26.0) 
International   7  2,473   137.37  60.9    83.69   181.20  74.0    134.00  (37.5) 

                  

All Regions   116  63,114   175.24  67.0    117.36   205.28  76.1    156.22  (24.9) 
                  

   As of June 19, 2009   Year-to-Date ended June 19, 2009   Year-to-Date ended June 13, 2008     

   
No. of

Properties  
No. of
Rooms   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Average
Room
Rate   

Average
Occupancy
Percentages  RevPAR   

Percent
Change in
RevPAR  

Pacific   27  15,943  $180.89  64.8%  $117.21  $206.10  74.7%  $154.01  (23.9)% 
Mid-Atlantic   11  8,683   206.48  69.8    144.20   253.22  78.1    197.72  (27.1) 
North Central   14  6,204   128.79  56.1    72.21   149.45  63.0    94.21  (23.3) 
Florida   9  5,677   209.66  68.6    143.90   242.60  79.7    193.29  (25.5) 
DC Metro   13  5,666   204.54  74.5    152.44   208.79  74.4    155.40  (1.9) 
New England   10  5,165   156.36  54.0    84.45   172.26  69.4    119.54  (29.4) 
South Central   9  5,687   152.68  65.1    99.44   168.65  71.9    121.33  (18.0) 
Mountain   8  3,364   174.64  56.5    98.69   192.74  67.4    129.99  (24.1) 
Atlanta   8  4,252   157.57  59.6    93.88   175.74  69.5    122.16  (23.2) 
International   7  2,473   138.08  60.9    84.14   172.90  71.9    124.29  (32.3) 

                  

All Regions   116  63,114   177.94  64.1    114.07   202.30  72.9    147.57  (22.7) 
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(a) The reporting period for our comparable operating statistics for the year-to-date periods ended June 19, 2009 and June 13, 2008 is from January 3, 2009 to

June 19, 2009 and December 29, 2007 to June 13, 2008, respectively. For further discussion, see “Reporting Periods” in our most recent Annual Report on
Form 10-K.

For the second quarter of 2009, RevPAR declined significantly across all of our geographic regions when compared to the second quarter of 2008. Our DC
Metro region significantly outperformed the remainder of the portfolio, with a RevPAR decline of 10.3%. For the DC Metro region, the downtown properties in
the region benefited from strong government and government-related demand and solid leisure business. The South Central region also outperformed the
portfolio as a whole as RevPAR declined 20% for the quarter. The decline in RevPAR at the majority of the markets in this region was partially offset by the
outperformance of our New Orleans property, as that market experienced an increase in both business and leisure transient room nights.

Overall RevPAR for our Pacific region fell 25% for the quarter, however, results varied by market. RevPAR for the San Francisco market declined 23.7%
as corporate transient business declined and lower rates affected both business and leisure transient. RevPAR for our Hawaiian properties decreased 28.3%
because of lower airline capacity, which led to lower leisure transient and group demand. Our properties continue to increase promotions at lower price points in
order to increase transient demand. RevPAR for our Seattle hotels was down 20.3% because of weaker transient business due to layoffs at several large employers
in the area.

RevPAR for our Mid-Atlantic region declined 27.4% for the quarter. The decline was driven by the 30.4% RevPAR decline for our New York properties
due to a decrease in group demand and rate declines for transient business. The Philadelphia market outperformed on a relative basis with a RevPAR decline of
13.2%, which reflected the decline in average daily rates in the market, while occupancy remained stable.

RevPAR for our Florida region declined 28.8% for the quarter. The decline was due to lower transient and group demand, as well as rate reductions, though
our Tampa properties performed better on a relative basis due to stronger transient business. We continue to experience weak group bookings at our luxury
Florida hotels and resort destinations as RevPar at all three of our Ritz-Carlton hotels in the Florida region declined between 30% and 39%. RevPAR in our New
England region declined 28.7%. The New England region, and Boston in particular, had a very strong first half of 2008 due to strong group bookings. Conversely,
in the second quarter of this year, the Boston market had approximately 37% less group room nights versus 2008, and two of our hotels were under renovation.
The overall 37.5% decline in the International region reflects a 20.5% decline in RevPAR, based on constant U.S. dollars, with the remainder of the decline due to
the relative strength of the U.S. dollar compared to 2008. Additionally, our JW Marriott, Mexico City experienced a significant decline due to the H1N1 flu
pandemic.

Hotels Sales by Business Mix. The majority of our customers fall into three broad groups: transient, group and contract business. The information below is
derived from business mix data for 109 of our hotels for which business mix data is available from our managers. For further detail on our business mix, see
“Management’s Discussion and Analysis of Results of Operations and Financial Condition” in our most recent Annual Report on Form 10-K.

In the second quarter of 2009, overall transient RevPAR decreased 24.3% when compared to 2008 reflecting a decline in total room nights of 5.2% and a
decline in average rate of 20.2%. The decline primarily reflects a decrease in the higher-rated premium and corporate transient business, as companies and
individual business travelers sought to cut travel and other discretionary expenses in response to the current economic recession. The decline in corporate and
premium business was slightly offset by an increase in room nights of 9.7% in the price-sensitive transient discount business during the quarter as customers
utilized discount programs implemented by our managers and third-party travel websites offering discounted rates.

Overall group RevPAR declined approximately 26.2% reflecting a decline in total room nights of 21.1% and a decline in average room rates of 6.5%. The
decline in room rate was not as steep as we experienced in our transient business as it reflected business booked in prior periods. The primary driver of the decline
was a significant reduction in corporate group business of 42.9%. In addition to significant reductions in corporate group meetings, this also reflects low
attendance at group meetings, increases in cancellations and groups increasingly renegotiating rates.
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Property-level Operating Expenses
 

   Quarter ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

   (in millions)     
Rooms   $ 166  $ 194  (14.4)% 
Food and beverage    232   297  (21.9) 
Hotel departmental expenses    271   318  (14.8) 
Management fees    41   71  (42.3) 
Other property-level expenses    96   94  2.1  
Depreciation and amortization    196   128  53.1  

          

Total property-level operating expenses   $1,002  $1,102  (9.1) 
          

   Year-to-Date ended     

   
June 19,

2009   
June 13,

2008   
% Increase
(Decrease)  

   (in millions)     
Rooms   $ 302  $ 348  (13.2)% 
Food and beverage    431   535  (19.4) 
Hotel departmental expenses    505   571  (11.6) 
Management fees    74   123  (39.8) 
Other property-level expenses    177   175  1.1  
Depreciation and amortization    353   249  41.8  

          

Total property-level operating expenses   $1,842  $2,001  (7.9) 
          

Due to the decreased operating levels at our hotels, rooms, food and beverage and hotel departmental expenses have declined significantly. These operating
expenses, which are both fixed and variable, are primarily affected by changes in occupancy and inflation though the effect on specific costs will vary. The
primary drivers for the decline in these expenses were the decline in wages and benefits and a decline in controllable expense such as food and beverages cost of
goods sold, as hotel managers actively cut costs to manage operating margin decline. Wages and benefits declined approximately 14% and 13% for the quarter
and year-to-date 2009, respectively, which represents approximately 43% and 45%, respectively, of the overall decrease in property-level operating expenses.
Other controllable expenses declined approximately 23% for both the quarter and year-to-date, which represents approximately 38% and 40%, respectively, of the
overall decrease in property-level operating expenses. While we expect these costs to continue to decline throughout 2009, we believe the decline will moderate
when compared to the first half of the year. We also experienced a significant decline in insurance expense of approximately 25.6% and 27.5% for the quarter and
year-to-date 2009, respectively. However, we expect this trend to reverse and that insurance expense will increase during the second half of the year. Real estate
taxes increased 5.8% and 7.3% and utilities decreased 13.6% and 9.3% for the quarter and year-to-date 2009, respectively.

Management fees are calculated as a percentage of total revenues, as well as the level of operating profit at each property. Therefore, the 42.3% and 39.8%
decline above for the quarter and year-to-date 2009 correlates to the overall decline in revenues and operating profit at our hotels. The overall decline in the
operating expenses at our hotels was offset by an increase in depreciation expense due to non-cash impairment charges.

We recorded impairment charges of $91 million and $131 million during the second quarter and year-to-date 2009, respectively. We identified properties to
be tested for impairment based on certain events or circumstances that occurred which indicated that their carrying amount may not be recoverable as compared
to projected undiscounted cash flows, as prescribed by GAAP. We tested these properties for impairment based on management’s estimate of expected future
undiscounted cash flows over our expected holding period. As a result of these analyses, we recorded non-cash property impairment charges totaling $57 million
for the second quarter and $97 million year-to-date based on the difference between the fair value of these properties and their carrying amounts. Of these
property impairment
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charges, $57 million and $76 million for second quarter and year-to-date, respectively, have been included in depreciation expense and $19 million was included
in discontinued operations for the year-to-date period. See “Critical Accounting Policies” for further discussion.

Additionally, we evaluate the recoverability of our investment in affiliates based on our assessment of the fair value of our investment in comparison to our
carrying value. During the second quarter of 2009, we determined that the carrying value of our investment in our joint venture in Europe exceeded its fair value
on an other than temporary basis. As a result, we recorded an impairment charge of $34 million which is included in equity in earnings (losses) of affiliates. See
“Critical Accounting Policies” for further discussion.

Corporate and Other Expenses. Corporate and other expenses primarily consist of employee salaries and bonuses and other costs such as employee stock-
based compensation expense, travel, corporate insurance, audit fees, building rent and systems costs. The $3 million increase in corporate expenses for the quarter
is primarily due to an increase in share-based payments expense as we experienced historically low executive compensation awards in 2008.

Interest Expense. Interest expense decreased $6 million for the quarter and decreased $2 million year-to-date 2009. Interest expense includes $6 million and
$7 million of non-cash interest expense for the quarters ended June 19, 2009 and June 13, 2008, respectively, associated with the implementation of a new U.S.
GAAP requirement. See “Implementation of New Accounting Standards.” Interest expense includes $13 million and $14 million of non-cash interest expense
related to our exchangeable debentures for year-to-date 2009 and 2008, respectively, associated with the implementation of the requirement.

Net income/loss attributable to non-controlling interests. Net income attributable to non-controlling interests decreased $11 million and $20 million for the
quarter and year-to-date 2009. The decrease is primarily attributable to the decrease in the net income of Host LP of $262 million and $385 million and also
includes the decline in the net income attributable to non-controlling interests in other consolidated partnerships of $1 million and $6 million for the quarter and
year-to-date, respectively.

Equity in Earnings (losses) of Affiliates. Our share of income of affiliates decreased by $33 million and $36 million for the quarter and year-to-date,
respectively. This decrease was primarily due to the $34 million non-cash impairment charge related to our investment in the joint venture in Europe described
above.

Discontinued Operations. Discontinued operations consist of one hotel disposed of in 2009, three hotels classified as held-for-sale and two hotels disposed
of during 2008 and represent the results of operations and the gains on the disposition of these hotels during the periods. For year-to-date 2009, discontinued
operations include a non-cash impairment charge of $19 million. The following table summarizes the revenues, income before taxes, and the gain on dispositions,
net of tax, of the hotels which have been reclassified to discontinued operations, which includes assets held for sale and the results of sold hotels prior to their
disposition, in the condensed consolidated statements of operations for the periods presented:
 

   Quarter ended   Year-to-Date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
   (in millions)
Revenue   $ 13   $ 29  $ 25   $ 49
Income (loss) before taxes    2    6   (20)   7
Gain (loss) on disposals, net of tax    (1)   10   17    10
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Liquidity and Capital Resources

Cash Requirements

We seek to maintain a capital structure and liquidity profile with an appropriate balance of cash, debt and equity to provide financial flexibility given the
inherent volatility in the lodging industry. During this recession, we have taken several steps to preserve capital, increase liquidity and extend debt maturities.
Year-to-date, we have raised over $1.1 billion through debt and equity issuances and hotel sales. We have used the proceeds from these transactions and available
cash to repay $101 million face amount of senior notes and debentures at a discount of approximately $10 million, to repay the $200 million outstanding under
the revolver portion of our credit facility and to repay $209 million in mortgage debt. We intend to use the remaining proceeds to repay our near-term debt
maturities and to maintain higher than historical cash levels. Due to continuing uncertainty in the credit markets, we have implemented several other cash-saving
initiatives at both the corporate and hotel-level, which include suspending, until the fourth quarter, our quarterly dividend to common stockholders for 2009 and
significantly reducing capital expenditures to approximately one-half of the 2008 level. We believe, as a result of these efforts and the overall strength of our
balance sheet, we have sufficient liquidity and access to the capital markets to withstand the anticipated decline in operating cash flow in 2009, pay our near-term
debt maturities and fund our capital expenditure programs.

Host uses cash primarily for acquisitions, capital expenditures, debt payments and dividends to stockholders. As a REIT, Host is required to distribute to its
stockholders at least 90% of its taxable income, excluding net capital gain, on an annual basis. During 2009, we expect to take advantage of the ability to satisfy
up to 90% of our REIT dividend requirements through the issuance of dividends in the form of common stock in order to conserve cash. Funds used by Host to
make cash distributions are provided by Host LP.

Capital Resources. As a REIT, we depend primarily on external sources of capital to finance future growth, including acquisitions, and to fund our near-
term debt maturities and increase our liquidity. During the second quarter we issued 75,750,000 shares of common stock at $6.60 per share and received net
proceeds of approximately $480 million and issued $400 million 9% Series T senior notes due May 2017 for net proceeds of $380 million. Additionally,
subsequent to quarter end, we sold three of our non-core properties for net proceeds of approximately $64 million. In addition to these transactions, we also seek
to obtain capital through secured financing and have been investigating opportunities for securing mortgage debt on certain of our properties. As of July 23, 2009,
99 of our hotels are unencumbered by mortgage debt.

Cash Balances. As of June 19, 2009, we had $1.3 billion of cash and cash equivalents, which was an increase of $838 million from December 31, 2008.
We also currently have $600 million available under our credit facility.

Debt Transactions. In May 2009, our Board of Directors authorized us to repurchase up to $700 million of senior notes and exchangeable debentures. We
may purchase senior notes for cash through open market purchases, privately negotiated transactions, tender offers or, in some cases, through the early
redemption of such securities pursuant to their terms. Repurchases of debt, if any, will depend on prevailing market conditions, our liquidity requirements,
contractual restrictions and other factors. Any refinancing or retirement before the maturity date would affect earnings and Funds From Operations, or FFO, per
diluted share, as defined below, as a result of the payment of any applicable call premiums and the acceleration of previously deferred financing costs. See “Cash
Provided by Financing Transactions” for detail on our 2009 debt transactions.

Acquisitions and Dispositions. On July 9, 2009, we sold the Sheraton Stamford Hotel and the Washington Dulles Marriott Suites for net proceeds of
approximately $36 million. On July 16, 2009, we sold the Boston Marriott Newton for net proceeds of approximately $28 million. We will recognize a gain on
the disposition of these three properties of approximately $10 million, net of tax, in the third quarter. During the first quarter of 2009, we sold the Hyatt Regency
Boston for net proceeds of approximately $113 million and recorded a gain on the sale of approximately $20 million.

We expect acquisition opportunities will continue to be limited for the near term in domestic and international markets due to the turmoil in the credit
markets and uncertainty regarding the operating outlook. However, we
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believe that the current operating environment, combined with the significant number of industry-wide hotel acquisitions over the past several years financed with
very high levels of debt, will result in owners and/or lenders marketing these types of properties for sale due to their inability to repay the debt at maturity. We
expect to be able to take advantage of these opportunities to acquire properties that meet our investment criteria. We expect that our acquisitions will be financed
through a combination of methods, including proceeds from sales of properties from our existing portfolio, the incurrence of debt, available cash, advances under
our credit facility, proceeds from equity offerings of Host, or issuance of OP units by Host LP.

Capital Expenditures. Our capital expenditures generally fall into three broad categories: renewal and replacement expenditures, repositioning/return on
investment, or ROI, projects and value enhancement projects. Repositioning /ROI capital expenditures are selective capital improvements outside the scope of the
typical renewal and replacement capital expenditures.

For year-to-date 2009, total capital expenditures decreased $118 million to $192 million. Our renewal and replacement capital expenditures for year-to-date
2009 were approximately $91 million, which reflects a decrease of approximately 46.5% from 2008 levels. We expect total renewal and replacement capital
expenditures for 2009 to be approximately $170 million to $180 million. Our renewal and replacement capital expenditures are generally funded by the furniture,
fixture and equipment funds established at certain of our hotels (typically funded with approximately 5% of property revenues) and by our available cash. We also
spent approximately $101 million for year-to-date 2009 on repositioning/ROI projects, which reflects a decrease of approximately 27.9% compared to 2008
levels. We expect total repositioning/ROI expenditures for 2009 to be approximately $170 million to $180 million, which will represent a decline of
approximately 40% from full year 2008 levels. As a result of the extensive three-year capital expenditure program which was completed in 2008, we believe that
our properties will remain in a strong competitive position with respect to their market competitors despite our reduction in capital expenditures in 2009.

Sources and Uses of Cash

Our principal sources of cash are operations, the sale of assets, and proceeds from debt and equity issuances and refinancing. Our principal uses of cash are
debt repayments and repurchases, capital expenditures, operating costs, corporate expenses and distributions to equity holders.

Cash Provided by Operations. Cash provided by operations for year-to-date 2009 decreased $186 million to $255 million compared to the year-to-date
2008, due primarily to declines in operations at our hotels.

Cash Used in Investing Activities. Approximately $51 million of cash was used in investing activities during the first half of 2009. This included
approximately $192 million of capital expenditures, partially offset by a $39 million return of an investment in the European joint venture and $108 million of net
proceeds from the disposition of the Hyatt Regency Boston. The following table summarizes the significant investing activities as of July 23, 2009 (in millions):
 
Transaction
Date   Description of Transaction   

Investment/
Sale Price

July   Disposition of Boston Marriott Newton (1)   $ 28
July   Disposition of Sheraton Stamford/Washington Dulles Marriott Suites (1)    36
February   Disposition of Hyatt Regency Boston (2)    113
January   Return of investment in European joint venture (3)    39

      

    $ 216
       

(1) Occurred subsequent to June 19, 2009.
(2) Includes $5 million of reserves which were returned by the hotel manager.
(3) Represents approximately $39 million of funds returned by our European joint venture related to a portfolio acquisition that was terminated in December

2008.
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Cash Provided by Financing Activities. Approximately $634 million of cash was provided by financing activities during 2009. We also received net
proceeds of approximately $496 million through debt issuances and refinancings. The following tables summarize the significant debt and equity transactions as
of July 23, 2009 (net of discounts and financing costs, in millions).
 
Transaction
Date   Description of Transaction   

Transaction
Amount  

Debt     
July   Repayment of the mortgage loan secured by the San Diego Marriott Hotel & Marina (1)   $ (175) 
June   Repurchase of $22 million face amount of the 2007 Exchangeable Senior Debentures (1)    (18) 
June   Repurchase of $4 million face amount of Series M senior notes (1)    (4) 
May   Repayment of the revolving portion of the credit facility    (200) 
May   Proceeds from issuance of $400 million, 9% Series T senior notes    380  
March  Proceeds from the issuance of the mortgage loan secured by the JW Marriott, Washington, D.C.    117  
March  Repayment of the mortgage on the Westin Indianapolis    (34) 
March  Repurchase of $75 million face amount of the 2004 Exchangeable Senior Debentures    (69) 

      
 

    $ (3) 
      

 

Equity     
April   Issuance of 75.75 million common shares   $ 480  

      

 

 
(1) Occurred subsequent to June 19, 2009.

Debt

As of June 19, 2009, our total debt was $6.1 billion, of which approximately $175 million was repaid subsequent to quarter end and approximately
$480 million, or 8.1% of the remaining outstanding balance, matures through 2010, including principal amortization of $20 million. The weighted average
interest rate of our debt was approximately 6.1% and the weighted average maturity was 4.5 years as of June 19, 2009. Additionally, 89.7% of our debt had a
fixed rate of interest as of June 19, 2009.

As of June 19, 2009 and December 31, 2008, our debt was comprised of (in millions):
 
   June 19,  December 31,
   2009   2008
Series K senior notes, with a rate of 7 / % due November 2013   $ 725  $ 725
Series M senior notes, with a rate of 7% due August 2012    348   348
Series O senior notes, with a rate of 6 / % due March 2015    650   650
Series Q senior notes, with a rate of 6 / % due June 2016    800   800
Series S senior notes, with a rate of 6 / % due November 2014    497   497
Series T senior notes, with a rate of 9% due May 2017    386   —  
2004 Exchangeable Senior Debentures, with a rate of 3.25% due April 2024 (1)    317   383
2007 Exchangeable Senior Debentures, with a rate of 2 / % due April 2027(1)    542   533
Senior notes, with a rate of 10.0%, due May 2012    7   7

        

Total senior notes    4,272   3,943
Mortgage debt (non-recourse) secured by $2.1 billion of real estate assets, with an average interest rate of 6.0% at June 19, 2009

and 6.2% at December 31, 2008, maturing through December 2023    1,524   1,436
Credit facility, including the $210 million term loan    210   410
Other    87   87

        

Total debt   $6,093  $ 5,876
         

(1) See Application of New Accounting Standards.
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2007 Exchangeable Senior Debentures. On March 23, 2007, Host LP issued the $600 million 2007 Debentures and received proceeds of $589 million, net
of underwriting fees and expenses and original issue discount. Subsequent to the end of the second quarter 2009, we repurchased $22 million face amount of the
2007 Debentures for approximately $18 million. As of July 23, 2009, we have $578 million face amount of the 2007 Debentures that remain outstanding. The
2007 Debentures mature on April 15, 2027 and are equal in right of payment with all of our other senior notes. Interest is payable quarterly in arrears on
January 15, April 15, July 15 and October 15 of each year beginning on July 15, 2007. We can redeem for cash all, or part of, the 2007 Debentures at any time on
or after April 20, 2012 upon 15 days notice at a redemption price of 100% of the principal amount plus accrued interest. Holders have the right to require us to
repurchase the 2007 Debentures on April 15, 2012, April 15, 2017 and April 15, 2022 for cash equal to 100% of the principal amount plus accrued interest.
Holders may exchange their 2007 Debentures prior to maturity under certain conditions, including when the closing sale price of Host’s common stock is more
than 130% of the exchange price per share for at least 20 of 30 consecutive trading days during certain periods or any time up to two days prior to the date on
which the debentures have been called for redemption. On exchange, we must deliver cash in an amount equal to not less than the lower of the exchange value
(which is the applicable exchange rate multiplied by the average price of our common shares) and the aggregate principal amount of the 2007 Debentures to be
exchanged and, at our option, shares, cash or a combination thereof for any excess above the principal value. The current exchange rate is 31.35 shares of our
common stock per $1,000 principal amount of debentures, which is equivalent to an exchange price of $31.90 per share of Host common stock. The exchange
rate may be adjusted under certain circumstances including the payment of common dividends exceeding $.20 per share in any given quarter. The 2007
Debentures are not currently exchangeable.

2004 Exchangeable Senior Debentures. On March 16, 2004, Host LP issued the $500 million 2004 Debentures and received proceeds of $484 million, net
of discounts, underwriting fees and expenses. During 2009, we repurchased $75 million face amount of the 2004 Debentures for approximately $69 million and
recorded a gain on the purchase of approximately $3 million. As of July 23, 2009, we have repurchased $175 million face amount of the 2004 Debentures and, as
a result, $325 million face amount of the 2004 Debentures remain outstanding. The outstanding 2004 Debentures mature on April 15, 2024 and are equal in right
of payment with all of our other senior notes. Interest is payable quarterly in arrears on January 15, April 15, July 15 and October 15 of each year. Holders have
the right to require us to repurchase the 2004 Debentures on April 15, 2010, April 15, 2014 and April 15, 2019 for cash equal to 100% of the principal amount.
Holders may exchange their 2004 Debentures prior to maturity under certain conditions, including at any time at which the closing sale price of our common
stock is more than 120% of the exchange price per share, for at least 20 of 30 consecutive trading days during certain periods or any time up to two days prior to
the date on which the debentures have been called for redemption. The current exchange rate is 63.3687 shares for each $1,000 of principal amount of the 2004
Debentures, (which is equivalent to an exchange price of $15.78 per share). The exchange rate may be adjusted under certain circumstances, including the
payment of common dividends. We can redeem for cash all or part of the 2004 Debentures at any time subsequent to April 19, 2009 upon 30 days notice at the
applicable redemption price as set forth in the indenture. The 2004 Debentures are not currently exchangeable.

Financial Covenants

Credit Facility Covenants. Our credit facility contains certain important financial covenants concerning allowable leverage, unsecured interest coverage
and required fixed charge coverage. Due to the decline in operations during the year, our unsecured interest coverage ratio and fixed charge coverage ratio have
declined and our leverage ratio has increased relative to year end 2008. Total debt used in the calculation of our leverage ratio is based on a “net debt” concept
under which cash and cash equivalents in excess of $100 million is deducted from our total debt balance. To the extent no amounts are outstanding under the
credit facility and we have repaid the term loan, a violation of these covenants would not be a default.
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We are in compliance with all of our financial covenants under the credit facility. The following table summarizes the financial tests contained in the credit
facility as of June 19, 2009:
 
   Actual Ratio  Covenant Requirement
         2009   2010   2011
Leverage ratio   4.5x  Maximum ratio of:   7.5x*  7.25x  7.25x
Fixed charge coverage ratio   2.0x  Minimum ratio of:   1.05x   1.10x  1.15x
Unsecured interest coverage ratio   3.1x  Minimum ratio of:   1.75x   1.75x  1.75x
 
* Declines to 7.25x in September 2009.

Senior Notes Indenture Covenants. Under the terms of our senior notes indenture, our ability to incur indebtedness and pay dividends is subject to certain
restrictions and the satisfaction of various financial conditions, including maintaining a certain EBITDA-to-interest coverage ratio and levels of indebtedness and
secured indebtedness relative to adjusted total assets. As noted above, the decline in operations has caused a similar decline in our EBITDA-to-interest coverage
ratio relative to year-end 2008. Even if we are below the coverage levels otherwise required to incur debt and pay dividends, we are still permitted to incur certain
types of debt, including (i) credit facility debt, (ii) refinancing debt, (iii) up to $300 million of mortgage debt whose proceeds would be used to repay debt under
the credit facility (and permanently reduce our ability to borrow under the credit facility by such amount), and (iv) up to $100 million of other debt.

In addition, our senior notes indenture also imposes a requirement to maintain unencumbered assets (as defined in the indenture based on undepreciated
property values) of not less than 125% of the aggregate amount of senior note debt plus other debt not secured by mortgages. This coverage must be maintained at
all times and is distinct from the coverage requirements necessary to incur debt or to pay dividends as discussed above (whose consequences, where we fall below
the coverage level, are limited to restricting our ability to incur new debt or to pay dividends, but which would not otherwise cause a default under our senior
notes indenture).

We are in compliance with all of our financial covenants under the senior notes indenture. The following table summarizes the financial tests contained in
the senior notes indenture as of June 19, 2009:
 

   Actual Ratio  Covenant Requirement
Unencumbered assets tests   287%  Minimum ratio of 125%
Total indebtedness to total assets   36%  Maximum ratio of 65%
Secured indebtedness to total assets   9%  Maximum ratio of 45%
EBITDA-to-interest coverage ratio   2.8x  Minimum ratio of 2.0x*

 
* 1.7x for preferred stock payments.

For a detailed discussion of covenants maintained in both our credit facility and senior notes indentures, see “Financial Condition – Credit Facility” and
“Financial Condition – Senior Notes,” in Management’s Discussion and Analysis of Results of Operations and Financial Condition in our 2008 Annual Report on
Form 10-K.

European Joint Venture

We hold a 32.1% ownership interest in a joint venture based in Europe that owns 11 hotel properties located in six countries. As discussed under “Critical
Accounting Policies – Impairment Testing”, we recorded a non-cash impairment charge totaling $34 million in the second quarter based on the difference
between our investment’s estimated fair value and its carrying value. This impairment is included in equity in earnings (losses) of affiliates in the consolidated
statements of operations.

In addition to mortgages on other properties, the European joint venture currently has mortgage loans totaling €345 million that are due in 2013 that are
secured by six properties. The loans are cross-collateralized, meaning that a default under one loan could trigger a default on the loans for the other five
properties. Due to the significant decline in operations in Europe, the joint venture may trigger covenant defaults or non-payment defaults under these mortgage
loans later this year. The joint venture has the right to cure certain covenants, including a debt service coverage and loan to value covenant, a limited number of
times by making cash deposits. The European joint venture has initiated discussions with its lenders with a view towards a possible work-out of the loans or
waiver of certain covenants. If covenant defaults are triggered, discussions with lenders are unsuccessful, and the joint venture does not elect to cure the defaults,
the lenders may, among other remedies, accelerate the loans. These mortgage loans are non-recourse to Host and our partners and a default under these loans does
not trigger a default under any of Host’s debt.
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Dividend Policy

Host is required to distribute at least 90% of its annual taxable income, excluding net capital gains, to its stockholders to maintain its qualification as a
REIT, including taxable income recognized for federal income tax purposes but with regard to which we do not receive cash. Funds used by Host to pay
dividends on its common and preferred stock are provided through distributions from Host LP. For every share of common and preferred stock of Host, Host LP
has issued to Host a corresponding common OP unit and preferred OP unit. As of June 19, 2009, Host is the owner of substantially all of the preferred OP units
and approximately 98% of the common OP units.

Investors should take into account the 2% non-controlling interest in Host LP common OP units when analyzing common and preferred dividend payments
by Host to its stockholders, as these holders share, on a pro rata basis, in amounts being distributed by Host LP to holders of its corresponding common and
preferred OP units. When Host pays a cash common or preferred dividend, Host LP pays an equivalent per unit distribution on all common or corresponding
preferred OP units. For example, if Host paid a $1 per share dividend on its common stock, it would be based on payment of a $1 per unit distribution by Host LP
to Host, as well as to other common OP unit holders.

Host’s current policy on common dividends is generally to distribute, over time, 100% of its taxable income. Host intends to declare a common dividend of
$.23 to $.25 per share in the first half of September 2009. The common dividend is expected to consist of cash in the amount of approximately $.03 per share with
the remainder to be paid with shares of common stock, both of which will be taxable to shareholders. The common dividend will be paid by the end of 2009. The
Company intends to continue paying a cash dividend on its preferred stock, regardless of its amount of taxable income, unless contractually restricted. The
amount of any dividend will be determined by Host’s Board of Directors.

On June 15, 2009, our Board of Directors declared a cash dividend of $0.5546875 per share on our Class E cumulative redeemable preferred stock. The
dividend was paid on July 15, 2009 to preferred stockholders of record as of June 30, 2009.

Critical Accounting Policies

Our consolidated financial statements have been prepared in conformity with GAAP, which requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities at the date of our financial statements and the reported amounts of revenues and expenses during the reporting
period. While we do not believe the reported amounts would be materially different, application of these policies involves the exercise of judgment and the use of
assumptions as to future uncertainties and, as a result, actual results could differ from these estimates. We evaluate our estimates and judgments, including those
related to the impairment of long-lived assets, on an ongoing basis. We base our estimates on experience and on various other assumptions that are believed to be
reasonable under the circumstances. All of our significant accounting policies, including certain critical accounting policies, are disclosed in our annual report on
Form 10-K.

Impairment Testing

We analyze our assets for impairment when events or circumstances occur that indicate the carrying value may not be recoverable. We consider a property
to be impaired when the sum of future undiscounted cash flows over our remaining estimated holding period is less than the carrying value of the asset. For
impaired assets, we record an impairment charge equal to the excess of the property’s carrying value over its fair value. To the extent that a property has a
substantial remaining estimated useful life and management does not believe that it is more likely than not the property will be disposed of prior to the end of its
useful life, it would be unusual for undiscounted cash flows to be insufficient to recover the property’s carrying value. In the absence of other factors, we assume
that the estimable life is equal to the GAAP depreciable life, because of the continuous property maintenance and improvement capital expenditures required
under our management agreements, unless situations dictate otherwise, such as an expiring ground lease, or it is more likely than not that the asset will be sold
prior to its previously expected useful life.
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We test for impairment in several situations, including when a property has current or projected loss from operations, when it becomes more likely than not
that a hotel will be sold before the end of its previously estimated useful life, or when other events or changes in circumstances indicate that an asset’s carrying
value may not be recoverable. In the evaluation of the impairment of our assets, we make many assumptions and estimates, including:
 

 •  projected cash flows, both from operations and the eventual disposition;
 

 •  expected useful life and holding period;
 

 •  future required capital expenditures; and,
 

 •  fair values, including consideration of capitalization rates, discount rates and comparable selling prices.

As a preliminary indicator to determine if the carrying value may not be recovered by undiscounted cash flows, we review the actual year-to-date and the
projected cash flows from operations to identify properties with projected annual operating losses. The projected cash flows are prepared by our third-party
managers and consider items such as booking pace, occupancy, room rate and property-level operating costs. We review the projections and may adjust them as
we deem appropriate. As a result of this test, we identified several properties that required further consideration of property and market specific conditions or
factors to determine if the property was impaired. Management considered a range of RevPAR and operating margin declines compared to the prior year
operating results in evaluating the projected cash flows from operations. Management believes its assumptions and estimates reflect the current market conditions
and will adjust these measures as appropriate for changes therein.

In addition to the properties with current or projected operating losses identified through the analysis described above, we also identified several properties
that may be sold prior to the end of their previously estimated useful lives. Properties exhibiting these characteristics are tested for impairment based on
management’s estimate of expected future undiscounted cash flows from operations and sale over our expected remaining hold period. The fair value of these
properties is generally determined based on either a discounted cash flow analysis or negotiated sales prices. Based on these assessments, we have recorded non-
cash impairment charges totaling $57 million and $97 million in the second quarter and year-to-date periods ended June 19, 2009, respectively. Impairment
charges are classified within depreciation and amortization on the accompanying condensed consolidated statements of operations. During the second quarter of
2009, we reclassified $19 million of impairment charges associated with a property that was held for sale as of June 19, 2009.

We hold a 32.1% ownership interest in a joint venture based in Europe that owns 11 hotel properties located in six countries. The terms of this joint venture
agreement limit the life of the investment to 2016, with two one-year extensions. We review our investment for other than temporary impairment based on the
occurrence of any events that would indicate that the carrying amount of the investment exceeds its fair value on an other-than-temporary basis. We used certain
inputs such as available third-party appraisals and forecast net operating income for the hotel properties to estimate the fair value of our investment in the joint
venture as of June 19, 2009. We determined that our investment was impaired based on the reduction of distributable cash flows from the joint venture, which has
been caused primarily by a decline in cash flows generated by the properties. We believe this impairment to be other than temporary as defined by GAAP because
the time period over which the joint venture may be able to improve operations such that our investment would be fully recoverable is constrained by the
remaining life of the joint venture. As a result, we recorded a non-cash impairment charge totaling $34 million in the second quarter based on the difference
between our investment’s estimated fair value and its carrying value. This impairment is included in equity in earnings (losses) of affiliates in the consolidated
statement of operations.
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Application of New Accounting Standards

Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon Conversion (Including Partial Cash Settlement)

As a result of the adoption of a new accounting requirement regarding the accounting for convertible debt instruments that may be settled in cash upon
conversion (including partial cash settlement), we have retroactively adjusted the recognition of our exchangeable debentures such that we will now separately
account for the liability and equity components of the debentures to reflect our nonconvertible debt borrowing rate on the instrument’s issuance date when interest
cost is recognized. Our 2  / % Exchangeable Senior Debentures (the “2007 Debentures”) and our 3 / % Exchangeable Senior Debentures (“the 2004 Debentures”)
are within the scope of the new accounting requirement; therefore, we are required to record the debt components of the debentures at fair value as of the date of
issuance and amortize the resulting discount as an increase to interest expense over the expected life of the debt. We measured the fair value of the debt
components of the 2004 Debentures and 2007 Debentures at issuance based on effective interest rates of 6.8% and 6.5%, respectively. As a result, we attributed
$165 million of the proceeds received to the conversion feature of the debentures. This amount represents the excess proceeds received over the fair value of the
debt at the date of issuance and is included in additional paid-in capital on the accompanying balance sheets. The implementation of the new accounting
requirement has resulted in a decrease to net income and earnings per share for all periods presented; however, there is no effect on our cash interest payments. As
a result of this accounting change:
 

 
•  The unamortized discount of the 2004 Debentures and 2007 Debentures related to the implementation was $60 million and $76 million as of June 19,

2009 and December 31, 2008, respectively. The unamortized discount is recognized as a reduction to the carrying value of the debentures on the
consolidated balance sheets. Beginning stockholders’ equity was increased by $76 million as a result of this adoption.

 

 •  Interest expense recorded for the 2004 and 2007 Debentures for the periods presented consists of the following (in millions):
 

   Quarter ended   Year-to-date ended

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008
Contractual interest expense   $ 7  $ 8  $ 14  $ 16
Non-cash interest expense due to discount amortization    6   7   13   14

                

Total interest expense   $ 13  $ 15  $ 27  $ 30
                

 

 

•  During the first quarter of 2009, we repurchased $75 million face amount of the 2004 Debentures with a carrying value of $72 million for
$69 million. We recognized a $3 million gain on the transaction. We evaluated the fair value of the debt repurchased based on the fair value of the
cash flows at the date of the repurchase discounted at risk adjusted rates. Based on this calculation, the fair value of the debt repurchased was greater
than the conversion price; therefore, we did not allocate any of the repurchase price to the conversion feature of the debentures.

 

 
•  The diluted earnings per common share for the quarter and year-to-date periods ended June 13, 2008 were reduced from the previously reported

amounts by approximately $.01 for both periods.
 

 
•  We reclassified approximately $1 million of unamortized financing costs to stockholders’ equity as these costs were attributable to the issuance of the

conversion feature associated with the debentures.

Non-controlling Interests in Consolidated Financial Statements

As a result of the adoption of new accounting requirements regarding non-controlling interests in consolidated financial statements, non-controlling
interests of other consolidated partnerships (previously referred to as “Interest of minority partners of other consolidated partnerships”) is now included as a
separate component of equity in the consolidated balance sheets. The consolidated statements of operations have also been modified to present earnings and other
comprehensive income to be attributed to controlling and non-controlling interests. Below are the steps we have taken as a result of the implementation of this
standard:
 

 
•  We have reclassified the non-controlling interests of other consolidated partnerships previously presented in the mezzanine section of our balance

sheets to equity. This reclassification totaled $24 million as of December 31, 2008.
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•  Non-controlling interests of Host LP will continue to be classified in the mezzanine section of the balance sheet as these redeemable OP Units do not

meet the requirements for equity classification. The redemption feature requires the delivery of cash or registered shares of stock.
 

 

•  Net income attributable to non-controlling interests of Host LP and of other non-consolidated partnerships is no longer included in the determination
of net income, and we reclassified prior year amounts to reflect this requirement. As a result, net income increased $10 million and $18 million from
previously reported amounts for the second quarter and year-to-date periods ending June 13, 2008, respectively. The adoption of this requirement has
no effect on our earnings per share.

 

 

•  We adjust the non-controlling interests of Host LP each period so that the carrying value equals the greater of its carrying value based on the
accumulation of historical cost or its redemption value. The historical cost of the non-controlling interests of Host LP is based on the proportional
relationship between the carrying value of equity associated with our common stockholders relative to that of the unitholders of Host LP, as OP Units
may be exchanged into common stock on a one-for-one basis. Net income is allocated to the non-controlling partners of Host LP based on their
weighted average ownership percentage during the period. As of June 19, 2009, the non-controlling interests of Host LP have a redemption value of
approximately $90 million (based on June 19, 2009 Host closing common stock price of $7.66), which represents the amount of cash or Host stock,
at our option, that would be paid to the outside non-controlling partners of Host LP, which is less than the historical cost of $115 million.

Comparable Hotel Operating Statistics

We present certain operating statistics (i.e., RevPAR, average daily rate and average occupancy) and operating results (revenues, expenses and adjusted
operating profit) for the periods included in this report on a comparable hotel basis. We define our comparable hotels as properties (i) that are owned or leased by
us and the operations of which are included in our consolidated results, whether as continuing operations or discontinued operations for the entirety of the
reporting periods being compared and (ii) that have not sustained substantial property damage or business interruption, or undergone large-scale capital projects
during the reporting periods being compared.

All of our 116 hotels that we owned on June 19, 2009, including the three hotels held-for-sale at June 19, 2009, have been classified as comparable hotels.

The operating results of the three hotels we disposed of as of June 19, 2009 and during 2008 are not included in comparable hotel results for the periods
presented herein. Moreover, because these statistics and operating results are for our hotel properties, they exclude results for our non-hotel properties and other
real estate investments.

Non-GAAP Financial Measures

We use certain “non-GAAP financial measures,” which are measures of our historical financial performance that are not calculated and presented in
accordance with GAAP, within the meaning of applicable SEC rules. They are as follows: (i) Funds From Operations (FFO) per diluted share, and
(ii) Comparable Hotel Operating Results. A complete discussion of these measures (including the reasons why we believe they are useful to investors, the
additional purposes for which management uses these measures and their limitations) is included in our most recent Annual Report on Form 10–K.

FFO per Diluted Share

We present FFO per diluted share as a non-GAAP measure of our performance in addition to our earnings per share (calculated in accordance with GAAP).
We calculate FFO per diluted share for a given operating period as our FFO (defined as set forth below) for such period divided by the number of fully diluted
shares outstanding during such period. The National Association of Real Estate Investment Trusts (NAREIT) defines FFO as net income
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(calculated in accordance with GAAP) excluding gains (or losses) from sales of real estate, the cumulative effect of changes in accounting principles, real estate-
related depreciation and amortization and adjustments for unconsolidated partnerships and joint ventures. FFO is presented on a per share basis after making
adjustments for the effects of dilutive securities, including the payment of preferred stock dividends, in accordance with NAREIT guidelines. We believe that
FFO per diluted share is a useful supplemental measure of our operating performance and that presentation of FFO per diluted share, when combined with the
primary GAAP presentation of earnings per share, provides beneficial information to investors. The following table provides a reconciliation of net income
available to common stockholders per share to FFO per diluted share (in millions, except per share amounts):

Reconciliation of Net Income Available to
Common Stockholders to Funds From Operations per Diluted Share

 
   Quarter ended   Year-to-date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
Net income (loss)   $ (69)  $ 193   $ (129)  $ 256  

Less: Net (income) loss attributable to non-controlling interests    1    (10)   2    (18) 
Dividends on preferred stock    (2)   (2)   (4)   (4) 

    
 

   
 

   
 

   
 

Net income (loss) available to common stockholders    (70)   181    (131)   234  
Adjustments:      

(Gains) loss on dispositions, net of taxes    1    (10)   (17)   (10) 
Amortization of deferred gains and other property transactions, net of taxes    (1)   (1)   (2)   (2) 
Depreciation and amortization (a)    140    130    279    254  
Partnership adjustments    —      12    —      15  
FFO of non-controlling interests of Host LP    (2)   (14)   (3)   (20) 

Adjustments for dilutive securities (b):      
Assuming conversion of 2004 Exchangeable Senior Debentures    —      8    —      15  
Assuming deduction of gain recognized for the repurchase of 2004 Exchangeable Debentures (c)    —      —      (2)   —    

    
 

   
 

   
 

   
 

Diluted FFO (b)(d)   $ 68   $ 306   $ 124   $ 486  
    

 

   

 

   

 

   

 

Diluted weighted average shares outstanding (b)(d)    575.8    551.7    552.8    552.7  
Diluted FFO per share (b)(d)   $ .12   $ .55   $ .22   $ .88  
 
(a) In accordance with the guidance on FFO per diluted share provided by the National Association of Real Estate Investment Trusts, we do not adjust net

income for the non-cash impairment charges when determining our FFO per diluted share.
(b) FFO per diluted share in accordance with NAREIT is adjusted for the effects of dilutive securities. Dilutive securities may include shares granted under

comprehensive stock plans, preferred OP Units held by non-controlling partners, exchangeable debt securities and other non-controlling interests that have
the option to convert their limited partnership interest to common OP Units. No effect is shown for securities if they are anti-dilutive.

(c) During the first quarter of 2009, we repurchased $75 million face amount of the 2004 Debentures with a carrying value of $72 million for $69 million. The
adjustments to dilutive FFO related to the 2004 Debentures repurchased during the year include the $3 million gain on repurchase, net of interest expense
on the repurchased debentures.

(d) FFO per diluted share and earnings per diluted share were significantly affected by certain transactions, the effects of which are shown in the table below
(in millions, except per share amounts):
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Quarter ended
June 19, 2009   

Quarter ended
June 13, 2008  

   

Net
Income
(Loss)   FFO   

Net
Income
(Loss)   FFO  

Gain (loss) on hotel disposition, net of taxes   $ (1)  $ —     $ 10   $ —    
Non-cash interest expense — 2007 Debentures (1)    (4)   (4)   (3)   (3) 
Non-cash interest expense — 2004 Debentures (2)    (2)   (2)   —      —    
Dilutive effect of 2004 Debentures (3)    —      (3)   —      —    
Non-cash impairment charges    (91)   (91)   —      —    
Gain on CMBS defeasance sharing agreement (4)    7    7    —      —    
(Gain) loss attributable to non-controlling interests (5)    2    2    (1)   —    

    
 

   
 

   
 

   
 

Total   $ (89)  $ (91)  $ 6   $ (3) 
    

 

   

 

   

 

   

 

Diluted shares    575.0    596.4    551.7    551.7  
Per diluted share   $ (.16)  $ (.15)  $ .01   $ (.01) 

    

 

   

 

   

 

   

 

   
Year-to-date ended

June 19, 2009   
Year-to-date ended

June 13, 2008  

   

Net
Income
(Loss)   FFO   

Net
Income
(Loss)   FFO  

Gain on hotel dispositions, net of taxes   $ 17   $ —     $ 10   $ —    
Non-cash interest expense — 2007 Debentures (1)    (8)   (8)   (7)   (7) 
Non-cash interest expense — 2004 Debentures (2)    (5)   (5)   (7)   —    
Dilutive effect of 2004 Debentures (3)    —      (6)   —      —    
Non-cash impairment charges    (131)   (131)   —      —    
Gain on CMBS defeasance sharing agreement (4)    7    7    —      —    
loss attributable to non-controlling interests (5)    3    4    —      —    

    
 

   
 

   
 

   
 

Total   $ (117)  $ (139)  $ (4)  $ (7) 
    

 

   

 

   

 

   

 

Diluted shares    552.2    573.5    521.8    552.7  
Per diluted share   $ (.21)  $ (.24)  $ (.01)  $ (.01) 

    

 

   

 

   

 

   

 

 
(1) Represents the non-cash interest expense recognized related to the 2007 Debentures in accordance with the retroactive implementation of new accounting

requirements in the first quarter of 2009.
(2) Represents the non-cash interest expense recognized related to the 2004 Debentures in accordance with the retroactive implementation of new accounting

requirements in the first quarter of 2009. No effect is shown for the 2004 Debentures if they were dilutive in the calculation of Earnings per Diluted Share
or FFO per Diluted Share, as the interest expense is added-back to earnings in the dilution calculation.

(3) Represents dilutive effect, if applicable, of the 2004 Debentures after adjustment (2) above for non-cash interest expense related to the new accounting
requirement.

(4) As prescribed by the sharing agreement with the successor borrower in connection with the 2007 defeasance of a $514 million collateralized mortgage-
backed security, we received $7 million and recorded the gain as a reduction of interest expense in the second quarter 2009. The loan had an initial maturity
date of September 15, 2009, and was prepayable beginning on May 1, 2009. We had been legally released from all obligations under the loan upon the
defeasance in 2007.
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(5) Represents the portion of the significant items attributable to non-controlling partners of Host LP.

Comparable Hotel Operating Results

We present certain operating results for our hotels, such as hotel revenues, expenses and adjusted operating profit, on a comparable hotel, or “same store”
basis as supplemental information for investors. We present these hotel operating results on a comparable hotel basis because we believe that doing so provides
investors and management with useful information for evaluating the period-to-period performance of our hotels and facilitates comparisons with other hotel
REITs and hotel owners. The following table presents certain operating results and statistics for our comparable hotels for the periods presented herein:

Comparable Hotel Results (a)
(in millions, except hotel statistics)

 
   Quarter ended   Year-to-Date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
Number of hotels    116    116    116    116  
Number of rooms    63,114    63,114    63,114    63,114  
Percent change in Comparable Hotel RevPAR    (24.9)%   —  %   (22.7)%   —  % 

Comparable hotel sales      
Room   $ 645   $ 858   $ 1,161   $ 1,506  
Food and beverage    332    445    608    793  
Other    90    95    161    173  

    
 

   
 

   
 

   
 

Comparable hotel sales (b)    1,067    1,398    1,930    2,472  
    

 
   

 
   

 
   

 

Comparable hotel expenses      
Room    170    199    308    360  
Food and beverage    238    305    440    556  
Other    41    49    73    88  
Management fees, ground rent and other costs    358    426    661    772  

    
 

   
 

   
 

   
 

Comparable hotel expenses (c)    807    979    1,482    1,776  
    

 
   

 
   

 
   

 

Comparable hotel adjusted operating profit    260    419    448    696  
Non-comparable hotel results, net (d)    —      —      3    (5) 
Office buildings and limited service properties, net (e)    1    (1)   —      (1) 
Comparable hotels classified as held-for-sale, net    (3)   (4)   (4)   (5) 
Depreciation and amortization, including impairment charges    (196)   (128)   (353)   (249) 
Corporate and other expenses    (17)   (14)   (32)   (31) 

    
 

   
 

   
 

   
 

Operating profit   $ 45   $ 272   $ 62   $ 405  
    

 

   

 

   

 

   

 

 
(a) The reporting period for our comparable operating statistics for the second quarter of 2009 is from January 3, 2009 to June 19, 2009 and for the second

quarter of 2008 from December 29, 2007 to June 13, 2008. For further discussion, see “Reporting Periods” in our most recent Annual Report of Form 10–
K.
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(b) The reconciliation of total revenues per the condensed consolidated statements of operations to the comparable hotel sales is as follows:
 

   Quarter ended   Year-to-Date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
Revenues per the consolidated statements of operations   $1,064   $1,388   $1,936   $2,430  
Business interruption revenues for comparable hotels    —      —      —      7  
Hotel sales for the property for which we record rental income, net    10    14    22    27  
Hotels sales for comparable hotels classified as held-for-sale    13    15    23    25  
Rental income for office buildings and select service hotels    (20)   (19)   (39)   (38) 
Adjustment for hotel sales for comparable hotels to reflect Marriott’s fiscal year for Marriott-

managed hotels    —      —      (12)   21  
    

 
   

 
   

 
   

 

Comparable hotel sales   $1,067   $1,398   $1,930   $2,472  
    

 

   

 

   

 

   

 

 
(c) The reconciliation of operating costs per the condensed consolidated statements of operations to the comparable hotel expenses is as follows (in millions):
 

   Quarter ended   Year-to-Date ended  

   
June 19,

2009   
June 13,

2008   
June 19,

2009   
June 13,

2008  
Operating costs and expenses per the consolidated statements of operations   $1,019   $1,116   $1,874   $2,025  
Hotel expenses for the property for which we record rental income    10    13    22    28  
Hotel expense for comparable hotels classified as held-for-sale    10    12    19    20  
Rent expense for office buildings and select service hotels    (19)   (20)   (39)   (39) 
Adjustment for hotel expenses for comparable hotels to reflect Marriott’s fiscal year for Marriott-

managed hotels    —      —      (9)   15  
Depreciation and amortization, including impairment charges    (196)   (128)   (353)   (249) 
Corporate and other expenses    (17)   (14)   (32)   (31) 
Gain on insurance settlement    —      —      —      7  

    
 

   
 

   
 

   
 

Comparable hotel expenses   $ 807   $ 979   $1,482   $1,776  
    

 

   

 

   

 

   

 

 
(d) Non-comparable hotel results, net includes the following items: (i) the results of operations of our non-comparable hotels whose operations are included in

our consolidated statements of operations as continuing operations, and (ii) the difference between the number of days of operations reflected in the
comparable hotel results and the number of days of operations reflected in the consolidated statements of operations. For further detail, see “Reporting
Periods” in our most recent Annual Report on Form 10–K.

(e) Represents rental income less rental expense for select service properties and office buildings.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Sensitivity

As of June 19, 2009 and December 31, 2008, 89.7% and 88.1%, respectively, of our outstanding debt bore interest at fixed rates. See Item 7A of our most
recent Annual Report on Form 10–K.

Exchange Rate Sensitivity

As we have non-U.S. operations (specifically, the ownership of hotels in Canada, Mexico and Chile and investments in our European joint venture),
currency exchange risk arises as a normal part of our business. To manage the currency exchange risk applicable to ownership in non-U.S. hotels, where possible,
we may enter into forward or option contracts. The foreign currency exchange agreements that we have entered into were strictly to hedge foreign currency risk
and not for trading purposes.

During 2008, we entered into three foreign currency forward purchase contracts totaling €60 million (approximately $88 million) to hedge a portion of the
foreign currency exposure resulting from the eventual repatriation of our net investment in the European joint venture. These derivatives are considered a hedge
of the foreign currency exposure of a net investment in a foreign operation, and, in accordance with SFAS 133, are marked-to-market with changes in fair value
recorded to accumulated other comprehensive income within the stockholders’ equity portion of our balance sheet. We also evaluate counterparty credit risk in
the calculation of the fair value of the swaps. Year-to-date, we recorded a decrease in the fair value of the derivative instruments totaling approximately
$3 million. The fair value of the derivative instruments as of June 19, 2009 and December 31, 2008 was $3 million and $6 million, respectively, which is included
in accumulated other comprehensive income. The following table summarizes our three foreign currency purchase contracts (in millions):
 

Transaction
Date   

Transaction
Amount in Euros  

Transaction
Amount in Dollars  

Forward Purchase
Date

February 2008   € 30  $ 43  August 2011
February 2008    15   22  February 2013
May 2008    15   23  May 2014

 
Item 4. Controls and Procedures

Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have evaluated
the effectiveness of our disclosure controls and procedures pursuant to Exchange Act Rule 13a-15(b) as of the end of the period covered by this report. Based on
that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that these disclosure controls and procedures are effective.

Changes to Internal Control over Financial Reporting

There have been no changes in our internal controls over financial reporting during our most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Sales of Unregistered Securities

On April 2, 2009 and April 27, 2009, Host issued 1,176,471 and 1,176,470 shares, respectively, of its common stock to Mr. Douglas Manchester upon exchange
of an equal number of OP units of Host LP. All shares were issued pursuant to the private placement exemption from registration provided by Section 4(2) of the
Securities Act.

Issuer Purchases of Equity Securities
 

Period  
Total Number of Common

Shares Purchased   
Average Price Paid
per Common Share 

Total Number of Common
Shares Purchased as Part of
Publicly Announced Plans or

Programs  

Approximate Dollar Value of
Common Shares that May

Yet Be Purchased Under the
Plans or Programs

(in millions)
March 28, 2009 - April 27,

2009  25,538*  $ —   —   $ 249
April 28, 2009 - May 27, 2009  17,380*   —   —    249
May 28, 2009 - June 19, 2009  —      —   —    249

  
 

   

Total  42,918*  $ —   —   $ 249
  

 

    
* Reflects shares of restricted common stock forfeited for failure to meet vesting criteria.
† On February 20, 2008, Host announced that its Board of Directors had authorized a program to repurchase up to $500 million of common stock in open market

transactions or through private transactions. The plan does not obligate Host to repurchase any specific number of shares and may be suspended at any time.
There is no expiration date for the program. No common shares were repurchased as part of this program during the second quarter. We currently have
approximately $231 million left under the Board authorization for future repurchases.

 
Item 4. Submission of Matters to a Vote of Security Holders.

Annual Meeting of Stockholders

(a) Host held its Annual Meeting of Stockholders on May 14, 2009.

(c)(i) Votes regarding the election of seven directors for terms expiring at the 2010 annual meeting of stockholders were as set forth below.
Accordingly, each director nominee was elected for a one year term.
 

   FOR   AGAINST   

ABSTENTIONS
AND

BROKER
NON-VOTES

Robert M. Baylis   448,244,739  23,252,739  324,685
Terence C. Golden   459,538,746  11,948,510  334,907
Ann McLaughlin Korologos   460,042,415  11,443,451  336,297
Richard E. Marriott   459,591,565  11,958,817  271,781
Judith A. McHale   463,304,521  8,201,855  315,787
John B. Morse, Jr.   465,852,419  5,672,877  296,867
W. Edward Walter   462,187,546  9,363,554  271,063

 
37

†



Table of Contents

(ii) Votes on the ratification of the appointment of KPMG LLP as independent auditors of Host to serve for the 2009 calendar year were as set forth
below. Accordingly, the appointment of KPMG LLP was approved.
 

      ABSTENTIONS
      AND
      BROKER

FOR   AGAINST   NON-VOTES
466,573,792   4,982,994   265,377

(iii) Votes for the approval of the 2009 Comprehensive Stock and Cash Incentive Plan were as set forth below. Accordingly, the 2009 Comprehensive
Stock and Cash Incentive Plan was approved.
 

      ABSTENTIONS
      AND
      BROKER

FOR   AGAINST   NON-VOTES
420,316,637   25,654,499   758,419

(iv) Votes for the approval of an amendment to our Charter to increase authorized capital stock were as set forth below. Accordingly, the amendment
to the Charter to increase authorized capital stock was approved.
 

      ABSTENTIONS
      AND
      BROKER

FOR   AGAINST   NON-VOTES
461,377,166   9,800,158   644,839

 
Item 6. Exhibits
 

Exhibit No.   Description
  4.13

  

Twenty-Ninth Supplemental Indenture, dated May 11, 2009, by and among Host Hotels & Resorts, L.P., the Subsidiary Guarantors named
therein and The Bank of New York Mellon, as successor to HSBC Bank USA (formerly Marine Midland Bank), as trustee, to the Amended
and Restated Indenture dated August 5, 1998 (incorporated by reference to Exhibit 4.1 of Host Hotels & Resorts, Inc.’s Current Report on
Form 8-K filed with the Commission on May 12, 2009).

10.33*   Form of Restricted Stock Agreement for use under the 2009 Comprehensive Stock and Cash Incentive Plan.

10.34*   Form of Option Agreement for use under the 2009 Comprehensive Stock and Cash Incentive Plan.

10.41
  

Host Hotels & Resorts 2009 Comprehensive Stock and Cash Incentive Plan, effective as of March 12, 2009 (incorporated by reference to
Appendix A to the Host Hotels & Resorts, Inc. Definitive Proxy Statement on Schedule 14A filed with the Commission on March 31, 2009).

12.1*   Computation of Ratio of Earnings to Fixed Charges and Preferred Stock Dividends.
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31.1*   Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*   Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32†*
  

Certificate of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 1350, as created by Section 906 of the Sarbanes-Oxley
Act of 2002.

101.INS   XBRL Instance Document.   Submitted electronically with this report.

101.SCH   XBRL Taxonomy Extension Schema Document.   Submitted electronically with this report.

101.CAL   XBRL Taxonomy Calculation Linkbase Document.   Submitted electronically with this report.

101.LAB   XBRL Taxonomy Label Linkbase Document.   Submitted electronically with this report.

101.PRE   XBRL Taxonomy Presentation Linkbase Document.   Submitted electronically with this report.

Attached as Exhibit 101 to this report are the following documents formatted in XBRL (Extensible Business Reporting Language): (i) the Condensed
Consolidated Statements of Income for the twelve weeks and twenty-four weeks ended June 19, 2009, and June 13, 2008, respectively; (ii) the Condensed
Consolidated Balance Sheets at June 19, 2009, and December 31, 2008; and (iii) the Condensed Consolidated Statement of Cash Flows for the twenty-four weeks
ended June 19, 2009, and June 13, 2008, respectively. Users of this data are advised pursuant to Rule 406T of Regulation S-T that this interactive data file is
deemed not filed or part of a registration statement or prospectus for purposes of sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes
of section 18 of the Securities Exchange Act of 1934, and otherwise is not subject to liability under these sections.
 
* Filed herewith.
† This certificate is being furnished solely to accompany the report pursuant to 18 U.S.C. 1350 and is not being filed for purposes of Section 18 of the Securities

Exchange Act of 1934, as amended, and is not to be incorporated by reference into any filing of the Company, whether made before or after the date hereof,
regardless of any general incorporation language in such filing.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 

 HOST HOTELS & RESORTS, INC.

July 28, 2009  /s/ Brian G. Macnamara

 

Brian G. Macnamara
Senior Vice President,
Corporate Controller
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Exhibit 10.33

[Name of Executive]
RESTRICTED STOCK AGREEMENT

This Agreement is between                      (the “Executive”) and Host Hotels & Resorts, Inc. (“Company”), a Maryland corporation, and governs an award
made to the Executive pursuant to the Host Hotels & Resorts 2009 Comprehensive Stock and Cash Incentive Plan (the “Plan”). The Company and the Executive
agree as follows:

1. Restricted Stock Award. The Company has awarded the Executive              shares of Restricted Stock of which:

(i)              shares shall vest based on Executive’s performance against such Executive’s annual Personal Performance Goals, as described in Section 2
hereof (the “Personal Performance Award”);

(ii)              shares shall vest based on performance relating to the Relative NAREIT TSR, as described in Section 3 hereof (the “Relative NAREIT TSR
Award”); and

(iii)              shares shall vest based on performance relating to the Relative Total Lodging TSR, as described in Section 4 hereof (the “Relative Lodging
TSR Award”).

2. Personal Performance Award. The Personal Performance Award may vest in two (2) annual installments, as follows: (i)              shares for the period
January 1, 2010 to December 31, 2010; and              shares for the period January 1, 2011 to December 31, 2011, in each case based on Executive’s satisfaction of
[his] [her] Personal Performance Goals for the applicable period as follows:
 

If the level of
Satisfaction of
Personal
Performance Goals is   

Then the percentage of
the Personal

Performance Award
which will vest will be  

<Threshold   0% 
Threshold   33.33% 
Target   66.66% 
High   100% 

The Executive will vest in the Personal Performance Award provided that the Executive is employed by the Company on the date that the Compensation
Policy Committee of the Board of Directors of the Company (the “Committee”) determines the
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level of satisfaction on the Personal Performance Goals for the applicable year, unless otherwise provided in Section 8 of this Agreement. For this purpose
“Personal Performance Goals” shall mean the management performance objectives established each year applicable to the Executive for purposes of determining
Executive’s annual bonus incentive award. Shares that do not vest with respect to the applicable year shall be forfeited on the date the Committee determines the
level of satisfaction on the Personal Performance Goals for the applicable year.

3. Relative NAREIT TSR Award. The Relative NAREIT TSR Award may vest in two (2) annual installments, as follows: (i)              shares for the period
January 1, 2010 to December 31, 2010; and (ii)              shares for the period January 1, 2011 to December 31, 2011, in each case based on the Company’s results
on Relative NAREIT TSR for the applicable year as follows:
 

If Relative NAREIT TSR is   

Then the percentage of the
Relative NAREIT TSR for
the relevant period which

will vest will be  
<30  percentile   0% 
30  percentile   25% 
50  percentile   50% 
75  percentile   100% 

The Executive will vest in the applicable installment of the Relative NAREIT TSR Award provided that the Executive is employed by the Company on the date
that the Committee determines the Relative NAREIT TSR for the applicable year, unless otherwise provided in Section 8 of this Agreement.

“Relative NAREIT TSR” shall mean the percentile rank of the Company in a year as compared to companies comprising the NAREIT Equity Index for such year,
and shall be determined by comparing the increase in the Starting Price over the Ending Price, plus dividends paid on the Company’s common stock during the
applicable year, to the increase in the Starting Price over the Ending Price, plus dividends paid on the common stock of companies comprising the NAREIT
Equity Index for such year. The “Starting Price” for the Company and the companies comprising the NAREIT Equity Index shall mean the average of the high
and the low trading prices of the common stock of the Company and the common stock of companies comprising the NAREIT Equity Index, respectively, on the
trading days occurring on (i) with respect to the period January 1, 2010 to December 31, 2010, the last sixty (60) calendar days of 2009, and (ii) with respect to
the period January 1, 2011 to December 31, 2011, the last sixty (60) calendar days of 2010. The “Ending Price” for the Company and the companies comprising
the NAREIT Equity Index shall mean the average of the high and the low trading prices of
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the common stock of the Company and the common stock of companies comprising the NAREIT Equity Index, respectively, on the trading days occurring on
(i) with respect to the period January 1, 2010 to December 31, 2010, the last sixty (60) calendar days of 2010, and (ii) with respect to the period January 1, 2011
to December 31, 2011, the last sixty (60) calendar days of 2011.

The calculation of the Relative NAREIT TSR and the number of shares vested under the Relative NAREIT TSR Award shall be carried out to the third decimal
point. The actual number of shares of the Relative NAREIT TSR Award which shall vest shall be interpolated between the vesting percentages to the extent that
the Relative NAREIT TSR is between the amounts set forth in the chart above.

Shares subject to the Relative NAREIT TSR Award that do not vest according to the schedule above may vest and be released as provided in Section 5 of this
Agreement.

4. Relative Lodging TSR Award. The Relative Lodging TSR Award may vest in two (2) annual installments, as follows: (i)              shares for the period
January 1, 2010 to December 31, 2010; and (ii)              shares for the period January 1, 2011 to December 31, 2011, in each case based on the Company’s results
on Relative Lodging TSR for the applicable year as follows:
 

If Relative Lodging TSR is   

Then the percentage of the
Relative Lodging TSR for
the relevant period which

will vest will be  
<30  percentile   0% 
30  percentile   25% 
50  percentile   50% 
75  percentile   100% 

The Executive will vest in the applicable installment of the Relative Lodging TSR Award provided that the Executive is employed by the Company on the date
that the Committee determines the Relative Lodging TSR for the applicable year, unless otherwise provided in Section 8 of this Agreement.

“Relative Lodging TSR” shall mean the percentile rank of the Company in a year as compared to an index of lodging REITs and hotel management companies as
established by the Committee (the “Lodging Index”) for such year, and shall be determined by comparing the increase in the Starting Price over the Ending Price,
plus dividends paid on the Company’s common stock, to the increase in the Starting Price over the Ending Price, plus dividends paid on the common stock of the
companies comprising the Lodging Index for such year. The “Starting Price” for the Company and the companies
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comprising the Lodging Index shall mean the average of the high and the low trading prices of the common stock of the Company and the common stock of
companies comprising the Lodging Index, respectively, on the trading days occurring on (i) with respect to the period January 1, 2010 to December 31, 2010, the
last sixty (60) calendar days of 2009, and (ii) with respect to the period January 1, 2011 to December 31, 2011, the last sixty (60) calendar days of 2010. The
“Ending Price” for the Company and the companies comprising the Lodging Index shall mean the average of the high and the low trading prices of the common
stock of the Company and the common stock of companies comprising the Lodging Index, respectively, on the trading days occurring on (i) with respect to the
period January 1, 2010 to December 31, 2010, the last sixty (60) calendar days of 2010, and (ii) with respect to the period January 1, 2011 to December 31, 2011,
the last sixty (60) calendar days of 2011.

The calculation of the Relative Lodging TSR Award and the number of shares vested under the Relative Lodging TSR Award shall be carried out to the third
decimal point. The actual number of shares of the Relative Lodging TSR Award which shall vest shall be interpolated between the vesting percentages to the
extent that the Relative Lodging TSR is between the amounts set forth in the chart above.

Shares subject to the Relative Lodging TSR Shares that do not vest according to the schedule above may vest and be released as provided in Section 5 of this
Agreement.

5. Cumulative Performance.

(i) Any unvested portion of the Relative NAREIT TSR Award will vest if the cumulative Relative NAREIT TSR for the Company for the period January 1,
2009 through December 31, 2011, as determined by the Committee in a manner consistent with the methodology described in Section 3 of this Agreement, equals
or exceeds the 75  percentile of the peer companies in the NAREIT Equity Index; as determined by the Committee, provided that the Executive is employed by
the Company on the date the Committee determines the cumulative Relative NAREIT TSR. Any unvested portion of the Relative NAREIT TSR Award that does
not vest in accordance with this Section 5 shall be forfeited on the date the Committee determines the cumulative Relative NAREIT TSR.

(ii) Any unvested portion of the Relative Lodging TSR Award will vest if the cumulative Relative Lodging TSR for the Company for the period January 1,
2009 through December 31, 2011, as determined by the Committee in a manner consistent with the methodology described in Section 4 of this Agreement, equals
or exceeds the 75  percentile of the peer companies in the Lodging Index, as determined by the Committee, provided that the Executive is employed by the
Company on the date the Committee determines the cumulative Relative Lodging TSR. Any unvested portion of the Relative Lodging TSR Award that does not
vest in accordance with this Section 5 shall be forfeited on the date the Committee determines the cumulative Relative Lodging TSR.
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6. Restricted Stock Account. The shares of Restricted Stock have been deposited in restricted stock account or accounts for the Executive at the
Company’s transfer agent. The Company reserves the right at its sole discretion to change the financial institution in which the shares are deposited. These shares
are nontransferable and otherwise subject to the Plan until the restrictions are removed based on achievement of the applicable conditions to removal of the
restrictions or as otherwise permitted by the Committee. Shares of Restricted Stock shall be released from such account and all restrictions on transfer thereof
shall be removed as soon as practicable after the shares have vested in accordance with Sections 2, 3, 4 or 5 above, as applicable. All determinations of vesting in
the Personal Performance Award, the Relative NAREIT TSR Award and Relative Lodging TSR Award shall be determined by the Committee in its sole
discretion.

7. Voting Rights and Dividends. The Executive has the right to vote the Restricted Stock, except to the extent shares are forfeited. The Executive shall not
receive any dividends with respect to the Restricted Stock unless and until the Executive vests in the relevant shares. At the time of vesting, the Executive shall
receive a cash payment equal to the cumulative dividends (without interest) paid on the shares of Restricted Stock in which the Executive vests for the period
beginning on the date of grant of those shares, and ending on the date of vesting. No dividends shall be paid to the Executive with respect to any shares
represented by shares of Restricted Stock that are forfeited by the Executive.

In the event any or all of the shares of Restricted Stock are split, or combined, or in any other manner changed, modified or amended, or the Company is
recapitalized, restructured, or reorganized, the shares represented by the Restricted Stock may be adjusted as provided in Article 13 of the Plan.

8. Termination Policy. This Agreement is not an employment contract. This Agreement is, however, a contract creating enforceable rights between the
Company (and any successor) and the Executive regarding the Restricted Stock. This Agreement is subject to the “Host Hotels & Resorts, Inc. Severance Plan for
Executives” (the “Severance Plan”), attached hereto as Exhibit A. If the Executive’s employment with the Company is terminated by the Company for Cause (as
defined in the Severance Plan) or by the Executive without Good Reason (as defined in the Severance Plan), then all unvested and unreleased shares of Restricted
Stock shall be forfeited. If the Executive’s employment with the Company is terminated by the Company without Cause or by the Executive with Good Reason
not following a Change in Control while any Restricted Stock remains unvested and has not be previously forfeited, then the Executive shall immediately vest in
(i) 66.66% of the then unvested portion of the Personal Performance Award, (ii) 50% of the portion of the Relative NAREIT TSR Award which had not yet
become vested pursuant to Section 3 of this Agreement, but which had been scheduled to vest pursuant to Section 3 of this Agreement with respect to any year
ending after the date of such termination, and (iii) 50% of the portion of the Relative Lodging TSR Award which had not yet become vested pursuant to Section 4
of this Agreement, but which had been scheduled to vest pursuant to Section 4 of this Agreement with respect to any year
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ending after the date of such termination. If the Executive’s employment with the Company is terminated by (i) reason of the Executive’s death, (ii) Disability,
(iii) the Company without Cause following a Change in Control or (iv) the Executive with Good Reason following a Change in Control, and any Restricted Stock
remains unvested and has not been previously forfeited, then all unvested shares of Restricted Stock shall vest and all restrictions thereon shall be removed.
[Insert for certain executives: The Executive agrees that in the event of his death, however, his named beneficiary will receive              (the “Proceeds”) from that
certain ReliaStar Life Insurance Company dated as of September 12, 2003. Executive agrees notwithstanding the foregoing that he shall forfeit that number of
shares which of Restricted Stock have a Fair Market Value equal to the amount of the Proceeds and any remaining shares of Restricted Stock shall vest.]

9. Other Long-Term Incentive Awards. The Executive understands and agrees that the shares of Restricted Stock granted pursuant to this Agreement and
stock options granted pursuant to a Stock Option Agreement dated May 14, 2009, are in lieu of any other awards of long-term incentives or supplemental long-
term incentives of stock options and deferred bonus stock awards for the period 2010-2011, and that the Executive is not entitled to receive any additional stock
options award, deferred bonus stock awards or additional restricted stock award for the period 2010-2011 (other than awards granted and still in effect prior to
January 31, 2009). The Committee reserves the right to make additional long-term incentive awards to individuals in cases where it believes doing so is in the
best interests of the Company and its shareholders.

10. The Plan. The Restricted Stock is granted in accordance with and subject to the Plan. The terms of this Agreement are intended to be in full accordance
with the Plan. However, in the event of any potential or actual conflict between any term of this Agreement and the Plan, this Agreement shall automatically be
amended to comply with the terms of the Plan. All defined terms used in this Agreement which are otherwise not defined herein shall have the meaning set forth
in the Plan.

11. Modifications to the Agreement. This Agreement represents the full and complete understanding between the Executive and the Company and this
Agreement cannot be modified or changed by any prior or contemporaneous or future oral agreement of the parties. This Agreement shall only be modified by the
express written agreement of the parties.

12. Governing Law. This Agreement shall be governed by the law of the State of Maryland without regard to choice of law or conflict of law rules.

13. Designation of Beneficiary. The Executive may designate a beneficiary in the space provided at the end of this Agreement.

14. No Guarantee of Continued Service. BY SIGNING THIS AGREEMENT EXECUTIVE ACKNOWLEDGES AND AGREES THAT THE VESTING
OF SHARES PURSUANT TO THIS AGREEMENT IS EARNED ONLY
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BY CONTINUING AS AN ELIGIBLE INDIVIDUAL AT THE WILL OF THE COMPANY (NOT THROUGH THE ACT OF BEING HIRED, BEING
GRANTED THIS AWARD OR ACQUIRING SHARES HEREUNDER). EXECUTIVE FURTHER ACKNOWLEDGES AND AGREES THAT THIS
AGREEMENT, THE TRANSACTIONS CONTEMPLATED HEREUNDER AND THE VESTING SCHEDULE SET FORTH HEREIN DO NOT
CONSTITUTE AN EXPRESS OR IMPLIED PROMISE OF CONTINUED ENGAGEMENT AS AN ELIGIBLE INDIVIDUAL FOR THE VESTING PERIOD,
FOR ANY PERIOD, OR AT ALL, AND SHALL NOT INTERFERE IN ANY WAY WITH HIS OR HER RIGHT OR THE COMPANY’S RIGHT TO
TERMINATE THE RELATIONSHIP AS AN ELIGIBLE INDIVIDUAL AT ANY TIME, WITH OR WITHOUT CAUSE.

15. Taxation. The Executive understands that upon removal of restrictions on any of the shares represented by the Restricted Stock granted hereunder, a
taxable event will occur and Executive will be responsible for payment of taxes due. The Committee may condition the delivery of any shares or any other
benefits under this Agreement on the satisfaction of applicable withholding requirements. The Committee, in its discretion, and subject to such requirements as
the Committee may impose prior to the occurrence of such withholding, may permit such withholding obligations to be satisfied through cash payment by the
Executive, through the surrender of shares of common stock of the Company that the Executive already owns, or through the surrender of shares of Restricted
Stock to which the Executive would otherwise be entitled under this Agreement provided, however, that if the withholding obligation arises during a period in
which the Executive is prohibited in trading in the Company’s equity securities by reason of the Federal securities laws, or any Company policy regarding insider
trading, then the Company shall automatically withhold the number of shares with a Fair Market Value equal to the minimum amount required to be withheld
from the Restricted Stock to which the Executive would otherwise be entitled under this Agreement.

16. Confidential Information. In consideration of the grant of Restricted Stock the Executive hereby agrees that the Company has made and will make
available to the Executive, and the Executive will have access to, certain Confidential Information (as defined herein) of the Company and its affiliates. The
Executive acknowledges and agrees that any and all Confidential Information learned or obtained by the Executive during the course of the Executive’s
employment with the Company or otherwise, whether developed by the Executive alone or in conjunction with others or otherwise, shall be and is the property of
the Company and its affiliates. Accordingly, the Executive shall at all times keep all Confidential Information confidential and will not use such Confidential
Information other than in connection with the Executive’s discharge of his/her employment with the Company, and will safeguard the Confidential Information
from unauthorized disclosure. This covenant is not intended to, and does not limit in any way the Executive’s duties and obligations to the Company under
statutory and common law not to disclose or make personal use of the Confidential Information or trade secrets. For the purposes of this Agreement,
“Confidential Information” shall mean all confidential and proprietary information of the Company, and its affiliates, including, without limitation, the
Company’s contractor, customer, supplier and vendor lists and
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information, marketing strategies, pricing policies or characteristics, product or product specifications, designs, software systems, leasing costs, cost of
equipment, business or business prospects, plans, proposals, codes, marketing studies, research, reports, investigations, trade secrets or other information of
similar character. For purposes of this Agreement, Confidential Information shall not include (i) information which is generally available to the public,
(ii) information obtained by the Executive from third persons other than employees of the Company, its subsidiaries, and affiliates not under agreement to
maintain the confidentiality of the same, and (iii) information which is required to be disclosed by law or legal process.
 
Accepted by the Executive:   For the Company:

    
[Executive]   [Company representative]

Date:     Date:   

Beneficiary:      

Relationship:      
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Exhibit 10.34

[NAME OF EXECUTIVE]
STOCK OPTION AGREEMENT

This Agreement is between                                                           (the “Executive”) and Host Hotels & Resorts, Inc. (“Company”), a Maryland corporation,
and governs an award made to the Executive pursuant to the Host Hotels & Resorts 2009 Comprehensive Stock and Cash Incentive Plan (the “Plan”). The
Company and the Executive agree as follows:

1. Stock Option Award. On May 14, 2009 (the “Grant Date”) the Company awarded the Executive the option to purchase                          shares of the
Company’s Common Stock (the “Option”) at an exercise price equal to $             per share (the “Per Share Exercise Price”), which Option shall vest and become
exercisable according to the terms and conditions of this Agreement. This Option is not intended to be an Incentive Stock Option.

2. Vesting. Subject to this paragraph, the Option will vest and may be exercised as follows:
 

 a)              shares on December 31, 2010; and
 

 b)              shares on December 31, 2011.

Except as provided in Section 5, upon Executive’s Termination of Service his or her right to vest in the Option shall terminate and any unvested portion of the
Option shall be forfeited.

3. Exercise Period. The Option may not be exercised until vested. Once vested, the vested portion of the Option may be exercised in whole or in part, at
any time, but may only be exercised for whole shares. However, the vested portion of the Option must be exercised, if at all, prior to the earlier of:
 

 a) one year following Executive’s Termination of Service with the Company by reason of death or Disability;
 

 b) six months following Executive’s Termination of Service for any reason other than death or Disability; and
 

 c) the tenth anniversary of the Grant Date;

and, if not exercised prior thereto, shall terminate and no longer be exercisable.

4. Exercise Terms. The Option will be deemed exercised upon Executive’s completing the exercise procedures established by the Company and payment
of the Per Share Exercise Price for each share of Common Stock being purchased upon exercise of the Option, plus any applicable tax withholding to the
Company as provided in Section 6 below. Payment may be made in (a) cash; (b) with the consent of the Committee, shares of Common Stock having a Fair
Market Value equal to the aggregate exercise price, or (c) broker assisted cashless exercise, as permitted by the Plan.



[Name of Executive]
2009 Stock Option Agreement
 

5. Termination Policy. This Agreement is not an employment contract. This Agreement is, however, a contract creating enforceable rights between the
Company (and any successor) and the Executive regarding the Option. This Agreement is subject to the “Host Hotels & Resorts Severance Plan for Executives”
(the “Severance Plan”), attached hereto as Exhibit A. If the Executive’s employment with the Company is terminated for Cause (as defined in the Severance Plan)
or by the Executive without Good Reason (as defined in the Severance Plan), then the unvested portion of the Option shall be forfeited and be no longer
exercisable. If the Executive’s employment with the Company is terminated by (i) reason of the Executive’s death, (ii) Disability, (iii) the Company without
Cause or (iv) the Executive with Good Reason, then all shares subject to the Option shall vest and become exercisable.

6. Withholding. The Company has the authority to deduct or withhold, or require Executive to remit to the Company, an amount sufficient to satisfy
applicable federal, state, local and foreign taxes arising from exercise or vesting of the Option. Executive may satisfy such tax withholding obligation, in whole or
in part, by either: (i) electing to have the Company withhold shares otherwise to be delivered with a Fair Market Value equal to the minimum amount of the tax
withholding obligation; (ii) paying the withholding amount in cash to the Company; or (iii) with the consent of the Committee surrendering to the Company
previously owned Common Stock with a Fair Market Value equal to the minimum amount of the tax withholding obligation.

7. Not Transferable. Except as otherwise permitted by the Plan, this Option is not transferable except by will or the laws of descent and distribution.

8. Other Long-Term Incentive Awards. The Executive understands and agrees that the Option granted pursuant to this Agreement are in lieu of any other
Options for the period 2009 – 2011, and that the Executive is not entitled to receive any additional stock option awards (other than awards granted in February,
2009). The Committee reserves the right to make additional long-term incentive awards to individuals in cases where it believes doing so is in the best interests of
the Company and its shareholders.

9. The Plan. The Option is granted in accordance with and subject to the Plan. The terms of this Agreement are intended to be in full accordance with the
Plan. However, in the event of any potential conflict between any term of this Agreement and the Plan, this Agreement shall automatically be amended to comply
with the terms of the Plan. All defined terms used in this Agreement which are otherwise not defined herein shall have the meaning set forth in the Plan.

10. Modifications to the Agreement. This Agreement represents the full and complete understanding between the Executive and the Company and this
Agreement cannot be modified or changed by any prior or contemporaneous or future oral agreement of the parties. This Agreement shall only be modified by the
express written agreement of the parties.
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[Name of Executive]
2009 Stock Option Agreement
 

11. Governing Law. This Agreement shall be governed by the law of the State of Maryland without regard to choice of law or conflict of law rules.

12. Designation of Beneficiary. The Executive may designate a beneficiary in the space provided at the end of this Agreement.

13. No Guarantee of Continued Service. BY SIGNING THIS AGREEMENT EXECUTIVE ACKNOWLEDGES AND AGREES THAT THE VESTING
OF THE OPTION PURSUANT TO THE VESTING SCHEDULE HEREOF IS EARNED ONLY BY CONTINUING AS AN ELIGIBLE INDIVIDUAL AT
THE WILL OF THE COMPANY (NOT THROUGH THE ACT OF BEING HIRED, BEING GRANTED THIS OPTION OR ACQUIRING SHARES
HEREUNDER). EXECUTIVE FURTHER ACKNOWLEDGES AND AGREES THAT THIS AGREEMENT, THE TRANSACTIONS CONTEMPLATED
HEREUNDER AND THE VESTING SCHEDULE SET FORTH HEREIN DO NOT CONSTITUTE AN EXPRESS OR IMPLIED PROMISE OF CONTINUED
ENGAGEMENT AS AN ELIGIBLE INDIVIDUAL FOR THE VESTING PERIOD, FOR ANY PERIOD, OR AT ALL, AND SHALL NOT INTERFERE IN
ANY WAY WITH HIS OR HER RIGHT OR THE COMPANY’S RIGHT TO TERMINATE THE RELATIONSHIP AS AN ELIGIBLE INDIVIDUAL AT ANY
TIME, WITH OR WITHOUT CAUSE.

14. Confidential Information. In consideration of the grant of the Option, the Executive hereby agrees that the Company has made and will make
available to the Executive, and the Executive will have access to, certain Confidential Information (as defined herein) of the Company and its affiliates. The
Executive acknowledges and agrees that any and all Confidential Information learned or obtained by the Executive during the course of the Executive’s
employment with the Company or otherwise, whether developed by the Executive alone or in conjunction with others or otherwise, shall be and is the property of
the Company and its affiliates. Accordingly, the Executive shall at all times keep all Confidential Information confidential and will not use such Confidential
Information other than in connection with the Executive’s discharge of his/her employment with the Company, and will safeguard the Confidential Information
from unauthorized disclosure. This covenant is not intended to, and does not limit in any way the Executive’s duties and obligations to the Company under
statutory and common law not to disclose or make personal use of the Confidential Information or trade secrets. For the purposes of this Agreement,
“Confidential Information” shall mean all confidential and proprietary information of the Company, and its affiliates, including, without limitation, the
Company’s contractor, customer, supplier and vendor lists and information, marketing strategies, pricing policies or characteristics, product or product
specifications, designs, software systems, leasing costs, cost of equipment, business or business prospects, plans, proposals, codes, marketing studies, research,
reports, investigations, trade secrets or other
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information of similar character. For purposes of this Agreement, Confidential Information shall not include (i) information which is generally available to the
public, (ii) information obtained by the Executive from third persons other than employees of the Company, its subsidiaries, and affiliates not under agreement to
maintain the confidentiality of the same, and (iii) information which is required to be disclosed by law or legal process.
 
Accepted by the Executive:   For the Company:

    
[Name]     

Date:     Date:   

Beneficiary:      

Relationship:      
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EXHIBIT 12.1

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

(in millions, except ratio amounts)
 
   Year-to-date ended  

   
June 19,

2009   
June 13,

2008  
Income (loss) from continuing operations before income taxes   $ (131)  $ 247  
Add (deduct):    

Fixed charges    202    205  
Capitalized interest    (5)   (6) 
Amortization of capitalized interest    3    3  
Equity in (earnings)/losses related to certain 50% or less owned affiliates    34    (2) 
Distributions from equity investments    1    3  
Dividends on preferred stock    (4)   (4) 

    
 

   
 

Adjusted earnings   $ 100   $ 446  
    

 

   

 

Fixed charges:    
Interest on indebtedness and amortization of deferred financing costs   $ 169   $ 171  
Capitalized interest    5    6  
Dividends on preferred stock    4    4  
Portion of rents representative of the interest factor    24    24  

    
 

   
 

Total fixed charges and preferred stock dividends   $ 202   $ 205  
    

 

   

 

Ratio of earning to fixed charges and preferred stock dividends    —      2.2  
Deficiency of earnings to fixed charges and preferred stock dividends   $ (102)  $ —    



EXHIBIT 31.1

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, W. Edward Walter, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of Host Hotels & Resorts, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)), and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 

 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 

 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by the report based on such evaluation; and
 

 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.

Dated: July 28, 2009
 
/s/ W. Edward Walter
W. Edward Walter
President, Chief Executive Officer



EXHIBIT 31.2

Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Larry K. Harvey, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of Host Hotels & Resorts, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)), and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 

 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 

 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by the report based on such evaluation; and
 

 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.

Dated: July 28, 2009
 
/s/ Larry K. Harvey
Larry K. Harvey
Executive Vice President, Chief Financial Officer



EXHIBIT 32

Section 906 Certification

Certification of Chief Executive Officer and Chief Financial Officer Pursuant to
18 U.S.C. § 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. § 1350, updated pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officers of Host Hotels & Resorts, Inc. (the
“Company”) hereby certify, to such officers’ knowledge, that:

(i) the accompanying Quarterly Report on Form 10-Q of the Company for the period ended June 19, 2009 (the “Report”) fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: July 28, 2009
 

/s/ W. Edward Walter
W. Edward Walter
Chief Executive Officer

 
/s/ Larry K. Harvey
Larry K. Harvey
Chief Financial Officer


