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- FIND YOUR WORLD

WORLDWIDE, WE'RE ON THE MOVE AT MARRIOTT

THE ORIGAMI GLOBE ON THE COVER OF THIS REPORT REFI

OUR MOMENTUM. WE'RE GROWING GLOBALLY. EMBRACING

_ DELIGHTING GUESTS IN 70 COUNTRIES AND TERRITORIES.

 APPROXIMATELY 300,000 ASSOCIATES IN OVER 3,500 MANAGED AND

FRANCHISED HOTELS, WE OFFER NEW TECHNOLOGY, WARM

_ HOSPITALITY AND EXCITING CHOICES ACROSS 18 BF . WE HELP

_ ALL THOSE WHO TRAVEL TAKE THEIR GOALS FURTHER. INVESTORS.

WNERS. ASSOCIATES. AND THE GUESTS WHO RETURN A

 AGAIN. WHOEVER YOU ARE, WHEREVER YOUR JOU

~ Marriott International trades under the symbol MAR and is proud to meet
. thelisting requirements of the NYSE, the world’s leading equities market. . ;




__IT’S OUR FOUNDATION, BUILT ONA LEGAQY OF"HVOS,PI»TALI‘TYVAND TRADI'i_"ION‘ KNOWN

“WORLDWIDE. IT’S AN ICONIC BRAND THAT RECEIVES ABUNDANT ACCOL@ES-'—GOLDEN

_ AWARDS, RAVE REVIEWS AND REPEAT VISITS.

MARRIOTT® HOTELS & RESORTS
Marriott Hotels & Resorts stays on the
move to help guests attain their personal
best. The hotels that invented in-room
work spaces and Express Checkout now
provide state-of-the-art services in more
than 50 countries—offering the broadest
geographic choices of any Marriott brand.

500 HIGH-PERFORMANCE PROPERTIES
In 2010, Marriott opened its 500th hotel,
built green-from-the-ground-up in the
high-tech, historic city of Pune, India.
The hotel is a showcase for the brand’s
energizing new features, from re-imagined
lobbies to state-of-the-art fitness centers
and dazzling dining. What hasn't changed:
the genuine warmth and attentive service
that has made the name Marriott mean

“hospitality” for more than 50 years.

CELEBRATING MILESTONES

Marriott’s year also saw other celebrations:
the 25th anniversary of the New York
Marriott Marquis, the hotel that led the
revitalization of Times Square and is now
one of the world’s busiest hotels; and 35
years in Europe, marked by the renovation
of Marriott's first property on the conti-
nent, the Amsterdam Marriott Hotel.

arrioft.

L% & RESORTS

o
HOTE

.
EXTENDING A WARM WELCOME, WHEREVER
YOUR JOURNEY TAKES YOU.

2010 also marked the launch of Virtual
Meetings by Marriott with AT&T and Cisco
TelePresence. This immersive videoconfer-
encing service is being rolled out in full-

service hotels in key markets worldwide.

And there were innovations for owners:
Marriott introduced new flexible guest
room designs with a custom look and feel,
offering owners and franchisees more
choices for pleasing the high-performance

guest at an attractive price.

What's next: new innovations and signature
experiences. New ways to personalize each
stay. New hotels from the Caribbean to
China. It's Marriott's mission to stay ahead

O its guests can, too.
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LUXURY

IT’S LESS A STATE OF BEING THAN A STATE OF MIND, WHERE EVERY NEED IS NOT ONLY
ACCOMMODATED BUT ANTICIPATED. HERE WE SET AND REFINE STANDARDS FOR COMFORT,

SOPHISTICATION AND SERVICE.
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LIFESTYLE

NO TWO EXPERIENCES ARE EVER THE SAME. FROM CLASSIC ELEGANCE TO MODERN

TRANSCENDENCE, EVERY STAY REWARDS THE IMAGINATION W'ITH INTUITIVE TOUCHES

 OF DESIGN AND SERVICE.

RENAISSANCE® HOTELS Iconiclandmarks, boutique arts .i. each
No matter where or why a guest travels, hotel is one of a kind like a great autograph,
at Renaissance, there’s always something worthy of collecting. Remarkable destina-
wonderfully new to be found. In 2010, tions include the historic Casa Monica®
Renaissance began showcasing buzzworthy ‘Hotel in St. Augustine, Florida; and The

music talent and introduced Navigators at Cosmopolitan of Las Vegas, the new luxury

each hotel, helping guests discover local food, hotel in the heart of the “Strip.”
wine and culture. The brand also opened
hotels in: Sweden; Russia, Thailand and AC HOTELS BY MARRIOTT
China, helping travelers in over 140 loca- Marriott’s newest brand, a joint venture
tions satisfy their appetite for adventure. with award-winning Spanish group AG
Hotels, gives customers nearly 90 dynamic
AUTOGRAPH COLLECTION® new choices in Europe. AC Hotels by
Launched in 2010, the Autograph Collection

is a portfolio of independent hotels as contemporary, moderately priced urban

Marriott launches with a portfolio of

unique as the guests who discover them:. hotels in Spain, Italy and Portugal.

:

RENAISSANCE PARIS ARC DE TRIOMPHE HOTEL, FRANCE

R AUTOGRAPH
RENAISSANCE COLLECTION'
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MODERN SIMPLICITY

INFORMED BY SMART STYLE, FRIENDLY SERVICE AND CREATIVE APPROACHES TO EVERYDAY

TRAVEL, GUESTS DISCOVER COMFORT AND CONVENIENCE AT AMAZING RATES.
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LONG STAYS

DISCOVER SPACES BUILT FOR EXTENDED TRAVEL, WITH AMENITIES MAKING EACH STAY BOTH

PRODUCTIVE AND REWARDIN G SPACES TO LIVE AND WORK; FULL KITCHENS AND AN ARBAY OF

HELPFUIL GUEST SERVICES.:::

RESIDENCE INN BY MARRIOTT®
Guests thrive on long stays at Residence
Inn. They know they can wake to a free hot
breakfast. Work out in the fitness center.
Then spread out in their spacious suite,
power up the free Internet and get thirigs
done. Residence Inn celebrated its 600th
hotel in 2010; new hotels will take the
brand beyond North and Central America

to countries from Ecuador to Germany.

TOWNEPIACE SUITES BY MARRIOTT®
TownePlace Suites allows guests to maintain -

their rhythm in spacious studio, one- or
RESIDENCE INN SAN DIEGO DOWNTOWN/
GASLAMP QUARTER, CALIFORNIA; U.S.A.

two-bedroom suites with full kitchens
and spaces for working and living. The

brand’s TowneMap® wall orients guests to
the neighborhood, and its complimentary

breakfast helps them start the day off right. MARRIOTT EXECUTIVE APARTMENTS®
In nearly 200 locations, guests enjoy Residential-style living and premier hotel
bright, modern spaces and lower rates for service: In 14 countries, Marriott Executive
longer stays. Apartments provides the best of both. In
2010, the brand opened its 20th location, an
MARRIOTT EXECUSTAY® upscale lakefront property in Tianjin, China.

ExecuStay offers furnished apartments nestled
in residential neighborhoods in more than
700 locations across the U.S. For stays of

30 days or longer, ExecuStay takes care of

the details from utilities to furnishings.
Conveniences such as free Wi-Fi, full kitchen
and laundry facilities allow guests to settle in
and focus on their priorities. Guests also earn

Marriott Rewards® points for their entire stay.

.,:‘ﬁ‘i‘-\‘ ZON S . m
Residence TownePlace EXECU)TAY®
Inn® SUITES® N Marnioft Marrlogi

Jarriott, Jharnott EXECUTIVE APARTMENTS

1I
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VACATION CLUBS

A LIFETIME OF VACATIONS, AWORLD OF CHOICES AND FLEXIBLE OPTIONS FOR ANY

DESTINATION, DREAM OR DESIRE.




TO OUR SHAREHOLDERS

As the worldwide lodging industry emerges from

the recession, you car’x,feel the energy at Marriott
International. Despite one of th'e’most significant down-
turns ever to face our cbmpény in its 84-year history, we
are uniquely grounded in our purpose to open doorstoa

world of opportuntty and confident it will propel our success.

Despite the tough economy, over the last two years we
strengthened our lodging brands with new desighs and
renovations, added new hotel brands, opened nearly
70,000 rooms, and right-sized our overhead. In 2010,
signs of recovery emerged, as greater numbers of travelers
yielded /sironger demand for hotel rooms and improved
pricing; With our outstanding products, this translated
into signiﬁcantly improved proﬁtabﬂity for Marriott:

By the end of 2011, we expect to complete a transaction
that will establish our timeshare business as a separate
company. This will ﬁirther our Iong—standing strategy to
be a lodging management and franchise company, while
positioning our timeshare business to grow faster. We

have never been more excited about the future.

PERFORMANCE IN 2010

_ In 2010, revenues were $11. 7' billion and diluted
earnihgs :per share totaled $1.21. Revenues from
management and frahchise fees increased over

9 percent to almost $1.2 billion, reflecting a nearly

6 percent increase on a constant dollar basis in world -
~wide revenue per available room (RevPAR) across our
system. We saw partiéqlar strength from our hotels in

. Asia and from ou‘rf: "tz\—\Cz’a"’x‘l\t\t’Sh hotels worldwide.
Our balance sheet is strong, positioning us well for busi-
'ness’o(pportun‘ities. We reached our targeted debtlevel in

: j.“( Marriott, Jr. (Ieft)
CHAIRMAN AND -
CHIEF EXECUTIVE OFFICER

Axrne M. Sorenson (right)
PRESIDENT AND :
GHIEF OPERATING OFFICER‘,, :

2010, ending the year with $2.8 billion in debt. Our
credit ratiﬁgs improved andwe remain one of the few
lodging companies with an investment-grade rating. Our
cash balances amounted to $505 million at year-end and
we resumed share repurchases in the 2010 fourth quarter.

GLOBAL GROWTH

In 2010, we opened nearly 29,000 new guest rooms
and residential units. At year-end, our lodging portfolio
totaled 3,545 properties and timeshare resorts compris-

ing over 618,000 rooms in 70 countries and territories.

Our development pipeline includes nearly 700 hotels
encompassing close to 105,000 rooms. Nearly one-
third of these pipeline rooms are full service and about
45 percent are located outside North America. In 20710,
approximately two-thirds of our incentive management
fee,s—ess’entially our share of proﬁts from hotels we
operate—were generated by hotels outside the U.S.

We're intent on growing in all corners of the globe.

In China, Marriott’s largest market outside North
America, the company aims to more than double its
presence to 120 hotels by 2015. InIndia, we expect to
grow from I2 to 100 hotels across seven brands by 2015.

- In Brazil, we announced a five-year plan to open 50

environmentally-friendly Fairfield by Marriott™ hotels.

In Europe, where we have 180 hotels and more than
41,000 rooms, we plan to nearly double our presence

by 2015. This will be fueled in part by a joint venture
~ with AC Hotels to manage and franchisg anewlodging

’ rand, AC Hotels by Marriott, which at launch will
include over 9,000 4-star urban hotel rooms in Spain,

Italy and Portugal.
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REVENUE GENERATION

Our Sales & Marketing team did an outstanding job in
the downturn, leveraging our industry-leading loyalty
programs, website, and reservations and revenue man-

agement systems.

Owur guest loyalty programs, including award-winning
Marriott Rewards® have grown to more than 34. million
members. Fifty percent of all room nights booked world-
wide come from our Rewards members. Membership in
China alone increased 27 percent in 2010. Our new
Ritz-Carlton Rewards program brings greater recogni-
tion to our luxury guests, providing members with access
to extraordinary travel experiences.

Marriott.com accounted for 22 percent of Marriott’s
gross property-level sales in 2010, and we are the only
lodging company among the top 10 worldwide con-
sumer retail sites.

In 2011, we expect to begin rollout of our new
Consolidated Inventory/Total Yield system, which is
designed to optimize hotel-level profits among groups
and the individual business traveler, an industry first

and a significant competitive advantage for Marriott.

OUR PORTFOLIO OF BRANDS

From The Ritz-Carlton to Fairfield Inn & Suites, we
believe our portfolio of 18 brands is the broadest and
most compelling in the business, delivering great expe-
riences to our customers whatever their trip purpose.
The portfolio includes innovative new brands as well as

reinvigorated favorites.

One year after its introduction, the Autograph Collection

includes a portfolio of 13 upscale, independent hotels’

with distinctive personalities in major cities and desired
destinations worldwide. Member hotels range from The
Cosmopolitan of Las Vegas—a stunning property in the"

heart of the “Strip” —to the Algonquin Hotel, storied ,\
and stately, in New York City. v

We debuted our first two EDITION hotels in Waikiki,
Hawaii, and Istanbul, Turkey, developed in partnership
with renowned boutique hotel visionary Ian Schrager.
Next are London and Miami.

We opened the JW Marriott Marquis Miami, the center-
piece of a major urban development in one of America’s
most vibrant gateway cities. The hotel features a one-of-
a-kind 50,000-square-foot, two-story indoor sports,
lifestyle and entertainment complex. And in Pune,
India, an emerging business capital, we celebrated our
500" Marriott Hotels & Resorts hotel with a spectacu-
lar LEED® (Leadership in Energy and Environmental
Design)—certiﬁed convention center property.

Courtyard, our largest brand with nearly 900 hotels in
34 countries at year-end 2010, rolled out its Refreshing
Business lobby, providing travelers with a great place

to work or relax with flexible seating options and free
Wi-Fi. By the end of this year, our owners and fran-
chisees will have spent more than $175 million to put
the new lobby into over 270 Courtyard hotels. Our
Residence Inn, Fairfield Inn & Suites, TownePlace
Suites and SpringHill Suites brands have also deployed

new and exciting designs in their hotels.




Marriott’s strong brands are particularly important to
our timeshare business. We introduced the Marriott
brand to the timeshare industry in 1984, providing
credibility and trust to a fragmented industry. In 2010,
Marriott Vacation Club International reported segment
revenues of $1.5 billion and pre-tax segment results

of $121 million. With 7I resort locations, we have the
greatest distribution in the upscale timeshare business.

Our timeshare business has undergone substantial
change in the past two years. As revenues declined
with the weak economy, we right-sized the business
and reduced overhead. In 2010, we launched Marriott
Vacation Club Destinations, a flexible points program
that drew nearly 65,000 members in its first nine

months alone.

TWO PUBLIC COMPANIES

By the end of 2011, we plan to separate our timeshare
and lodging businesses into two publicly traded com-
panies, appealing to investors with different goals and
risk profiles. Completion of this transaction is subject to

a number of conditions, including regulatory approvals.

Marriott International will focus on the lodging man-
agement and franchise business, while the new timeshare
business will become the world’s largest public stand-
alone, pure-play timeshare company. Marriott will
remain involved by licensing its leading Ritz-Carlton and
Marriott brands to the timeshare business, and earning

franchise fees.

While a name for the new timeshare company hasn't
been selected, we know it will include “Marriott,” a
meaningful competitive advantage. The new company
will continue to benefit from the great brands, deeply
rooted culture and strong leadership team that it inher~
its. The company will continue to be led by Steve Weisz
as chief executive officer, a savwy Marriott veteran, and
chaired by Bill Shaw, who recently retired as Marriott’s
vice chairman of the company after 37 years of distin-

guished service.

We see a bright future for the new timeshare business.
Timeshare demand correlates highly with consumer
confidence, which is returning, and new timeshare
industry construction starts are very low. At year-end
2010, the timeshare segment had $1.5 billion in time-
share inventory on the books including more than
$730 million in finished units, which should reduce
near-term cash needs. As a separate company, it will be

positioned to grow faster.

16

We are also optimistic about the future of Marriott
International. New lodging supply in North America
continues to decline, which should enable strong
room rate increases in the next few years. Continued
pressure on hotel owner profitability should encour-
age conversion to one of Marriott’s strong brands. In
international markets, growing wealth is creating more
middle-class travelers and providing greater new hotel

development opportunities.

SERVE OURWORLD

People want to do business with those who share their
values, and we are committed to being a responsible
global corporate citizen. Our properties worldwide are
focused on five global issues—poverty alleviation, the
environment, community workforce development, the
well-being of children, and diversity and inclusion. As
we pursue global growth, we are committed to aligning
with issues that are important to the communities where

we operate hotels.

Our vision is to embed global diversity and inclusion
into our organization so that it is integral to how we

do business. To achieve our growth goals outside of the
U.S., it is essential that our leaders truly embrace and

understand different cultures.

FINDYOURWORLD

The cover image of this report symbolizes our global
growth, innovation and change, as well as the diversity
of our brands and people. It invites every Marriott
stakeholder to Find Your World, whether you're a
shareholder, guest, owner, franchisee or associate. We

look forward to welcoming you wherever your journey

)
e
e Kot N

ARNE M. SORENSON
President and Chief Operating Officer

takes you.

G Ye2570,

JW. MARRIOTT, JR.
Chairman and Chief Executive Officer
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Risk Factors.
Forward-Looking Statements

We make forward-looking statements in Management’s Discussion and Analysis of Financial Condition and Results of
Operations and elsewhere in this report based on the beliefs and assumptions of our management and on information
currently available to us. Forward-looking statements include information about our possible or assumed future results of
operations, which follow under the headings “Business and Overview,” “Liquidity and Capital Resources,” and other
statements throughout this report preceded by, followed by or that include the words “believes,” “expects,” “anticipates,”
“intends, ” “estimates” or similar expressions.

2% 6,

¢

plans,

Forward-looking statements are subject to a number of risks and uncertainties that could cause actual results to differ
materially from those expressed in these forward-looking statements, including the risks and uncertainties described below
and other factors we describe from time to time in our periodic filings with the SEC. We therefore caution you not to rely
unduly on any forward-looking statements. The forward-looking statements in this report speak only as of the date of this
report, and we undertake no obligation to update or revise any forward-looking statement, whether as a result of new
information, future developments or otherwise.

Risks and Uncertainties

We are subject to various risks that could have a negative effect on the Company and its financial condition. You should
understand that these risks could cause results to differ materially from those expressed in forward-looking statements
contained in this report and in other Company communications. Because there is no way to determine in advance whether,
or to what extent, any present uncertainty will ultimately impact our business, you should give equal weight to each of the
following:

Lodging and Timeshare Industry Risks

Our industries are highly competitive, which may impact our ability to compete successfully with other hotel and
timeshare properties for customers. We generally operate in markets that contain numerous competitors. Each of our hotel
and timeshare brands competes with major hotel chains in national and international venues and with independent
companies in regional markets. Our ability to remain competitive and to attract and retain business and leisure travelers
depends on our success in distinguishing the quality, value, and efficiency of our lodging products and services from those
offered by others. If we are unable to compete successfully in these areas, this could limit our operating margins, diminish
our market share, and reduce our earnings.

We are subject to the range of operating risks common to the hotel, timeshare, and corporate apartment industries. The
profitability of the hotels, vacation timeshare resorts, and corporate apartments that we operate or franchise may be
adversely affected by a number of factors, including:

(1) the availability of and demand for hotel rooms, timeshare interval, fractional ownership, and residential products,
and apartments;

(2) pricing strategies of our competitors;
(3) international, national, and regional economic and geopolitical conditions;

(4) the impact of war, actual or threatened terrorist activity and heightened travel security measures instituted in
response to war, terrorist activity or threats, and civil unrest;

(5) the desirability of particular locations and changes in travel patterns;

(6) travelers’ fears of exposure to contagious diseases, such as HIN1 Flu, Avian Flu and Severe Acute Respiratory
Syndrome (“SARS”);

(7) the occurrence of natural or man-made disasters, such as earthquakes, tsunamis, hurricanes, and oil spills;

(8) events that may be beyond our control that could affect the reputation of one or more of our properties or more
generally impact the reputation of our brands;

(9) taxes and government regulations that influence or determine wages, prices, interest rates, construction procedures,
and costs;

(10) the costs and administrative burdens associated with compliance with applicable laws and regulations, including,
among others, those associated with franchising, timeshare, lending, privacy, marketing and sales, licensing, labor,



employment, immigration, the environment, and the U.S. Department of the Treasury’s Office of Foreign Asset
Control and the Foreign Corrupt Practices Act;

(11) the availability and cost of capital to allow us and potential hotel owners and joint venture partners to fund
investments;

(12) regional and national development of competing properties;

(13) increases in wages and other labor costs, energy, healthcare, insurance, transportation and fuel, and other expenses
central to the conduct of our business or the cost of travel for our customers, including recent increases in energy
costs and any resulting increase in travel costs or decrease in airline capacity;

(14) organized labor activities, which could cause the diversion of business from hotels involved in labor negotiations,
loss of group business, and/or increased labor costs;

(15) currency exchange fluctuations; and

(16) trademark or intellectual property infringement.

Any one or more of these factors could limit or reduce the demand or the prices our hotels are able to obtain for hotel
rooms, timeshare units, residential units, and corporate apartments or could increase our costs and therefore reduce the
profit of our lodging businesses. Reduced demand for hotels could also give rise to losses under loans, guarantees, and
noncontrolling equity investments that we have made in connection with hotels that we manage. Even where such factors
do not reduce demand, property-level profit margins may suffer if we are unable to fully recover increased operating costs
from our guests. Similarly, our fee revenue could be impacted by weak property-level revenue or profitability.

Our hotel management and franchise agreements may also be subject to premature termination in certain circumstances,
such as the bankruptcy of a hotel owner or franchisee, or a failure under some agreements to meet specified financial or
performance criteria that are subject to the risks described in this section, which the Company fails or elects not to cure. A
significant loss of agreements due to premature terminations could hurt our financial performance or our ability to grow our
business.

General economic uncertainty and weak demand in the lodging and timeshare industries could continue to impact our
financial results and growth. Weak economic conditions in the United States, Europe and much of the rest of the world
and the uncertainty over the duration of these conditions could continue to have a negative impact on the lodging and
timeshare industries. As a result of current economic conditions, we continue to experience weakened demand for our hotel
rooms and timeshare products. Recent improvements in demand trends globally may not continue, and our future financial
results and growth could be further harmed or constrained if the recovery was to stall or conditions were to worsen.

Proposed Spin-off Risk

The proposed spin-off of our Timeshare division may not occur as or when planned or at all, or could result in issues we
do not yet anticipate. Unanticipated developments could delay, prevent the completion of, or otherwise adversely affect the
proposed spin-off of our Timeshare division, including any problems or delays in obtaining financing for the new timeshare
company, regulatory approvals, third-party consents, a favorable letter ruling from the Internal Revenue Service, or
disruptions either in general market conditions or in the lodging or timeshare business. The transaction is also subject to
final approval by our board of directors. Completion of the proposed spin-off may require significant time, effort, and
expense, and may divert management’s attention from other aspects of our business operations, which could adversely
affect those operations. Any delays in completion of the proposed spin-off may increase the amount of time, effort, and
expense that we devote to the transaction. Moreover, we may not be able to complete the spin-off on the terms currently
anticipated as a result of financing issues or accommodations we may have to make to obtain the consent of regulators or
other third parties. '

In addition, if we complete the proposed spin-off, the actual results may differ materially from the results we anticipate.
Specifically, the proposed transaction could adversely affect our relationships with our customers or employees (including
those of the Timeshare division) or disrupt our operations. The separated businesses could also face unanticipated
problems in operating independently, and thus may not achieve the anticipated benefits of the separation.

Operational Risks

Our lodging operations are subject to global, regional and national conditions. Because we conduct our business on a
global platform, our activities are susceptible to changes in the performance of both global and regional economies. In
recent years, our business has been hurt by decreases in travel resulting from weak economic conditions and the heightened
travel security measures that have resulted from the threat of further terrorism. Our future economic performance could be



similarly affected by the economic environment in each of the regions in which we operate, the resulting unknown pace of
business travel, and the occurrence of any future incidents in those regions.

The growing significance of our operations outside of the United States also makes us increasingly susceptible to the
risks of doing business internationally, which could lower our revenues, increase our costs, reduce our profits or disrupt
our business. We currently operate or franchise hotels and resorts in 70 countries, and our operations outside the United
States represented approximately 16 percent of our revenues in 2010. We expect that the international share of our total
revenues will increase in future years. As a result, we are increasingly exposed to a number of challenges and risks
associated with doing business outside the United States, including the following, any of which could reduce our revenues
or profits, increase our costs, or disrupt our business: (1) compliance with complex and changing laws, regulations and
policies of governments that may impact our operations, including foreign ownership restrictions, import and export
controls, and trade restrictions; (2) compliance with U.S. laws that affect the activities of U.S. companies abroad; (3)
limitations on our ability to repatriate non-U.S. earnings in a tax effective manner; (4) the difficulties involved in managing
an organization doing business in many different countries; (5) uncertainties as to the enforceability of contract and
intellectual property rights under local laws; and (6) rapid changes in government policy, political or civil unrest, acts of
terrorism or the threat of international boycotts or U.S. anti-boycott legislation.

Our new programs and new branded products may not be successful. We cannot assure that our recently launched
EDITION and Autograph Collection brands and Marriott Vacation Club Destination points-based timeshare program, the
expected launch of AC Hotels by Marriott, or any new programs or products we may launch in the future will be accepted
by hotel owners, potential franchisees, or the traveling public or other customers. We also cannot be certain that we will
recover the costs we incurred in developing the brands or any new programs or products, or that the brands or any new
programs or products will be successful. In addition, some of our new brands involve or may involve cooperation and/or
consultation with one or more third parties, including some shared control over product design and development, sales and
marketing, and brand standards. Disagreements with these third parties could slow the development of these new brands
and/or impair our ability to take actions we believe to be advisable for the success and profitability of such brands.

Risks relating to natural or man-made disasters, contagious disease, terrovist activity, and war could reduce the demand
for lodging, which may adversely affect our revenues. So called “Acts of God,” such as hurricanes, earthquakes, and other
natural disasters, man-made disasters such as the recent oil spill in the Gulf of Mexico, and the spread of contagious
diseases, such as HiN1 Flu, Avian Flu, and SARS, in locations where we own, manage or franchise significant properties,
and areas of the world from which we draw a large number of customers could cause a decline in the level of business and
leisure travel and reduce the demand for lodging. Actual or threatened war, terrorist activity, political unrest, civil strife,
and other geopolitical uncertainty could have a similar effect. Any one or more of these events may reduce the overall
demand for hotel rooms, timeshare units, and corporate apartments or limit the prices that we are able to obtain for them,
both of which could adversely affect our profits.

Disagreements with the owners of the hotels that we manage or franchise may result in litigation or may delay
implementation of product or service initiatives. Consistent with our focus on management and franchising, we own very
few of our lodging properties. The nature of our responsibilities under our management agreements to manage each hotel
and enforce the standards required for our brands under both management and franchise agreements may be subject to
interpretation and will from time to time give rise to disagreements, which may include disagreements over the need for or
payment for new product or service initiatives. Such disagreements may be more likely while hotel returns are weaker as a
result of the 2008 — 2009 economic slow down. We seek to resolve any disagreements in order to develop and maintain
positive relations with current and potential hotel owners and joint venture partners but are not always able to do so.
Failure to resolve such disagreements has resulted in litigation, and could do so in the future. If any such litigation results
in a significant adverse judgment, settlement or court order, we could suffer significant losses, our profits could be reduced,
or our future ability to operate our business could be constrained.

Damage to, or other potential losses involving, properties that we own, manage or franchise may not be covered by
insurance. We have comprehensive property and liability insurance policies with coverage features and insured limits that
we believe are customary. Market forces beyond our control may nonetheless limit the scope of the insurance coverage we
can obtain or our ability to obtain coverage at reasonable rates. Certain types of losses, generally of a catastrophic nature,
such as earthquakes, hurricanes and floods, or terrorist acts, may be uninsurable or too expensive to justify obtaining
insurance. As a result, we may not be successful in obtaining insurance without increases in cost or decreases in coverage
levels. In addition, in the event of a substantial loss, the insurance coverage we carry may not be sufficient to pay the full
market value or replacement cost of our lost investment or that of hotel owners or in some cases could result in certain
losses being totally uninsured. As a result, we could lose some or all of the capital we have invested in a property, as well
as the anticipated future revenue from the property, and we could remain obligated for guarantees, debt, or other financial
obligations related to the property.



Development and Financing Risks

While we are predominantly a manager and franchisor of hotel properties, we depend on capital to buy, develop, and
improve hotels and to develop timeshare properties, and we or our hotel owners may be unable to access capital when
necessary. In order to fund new hotel investments, as well as refurbish and improve existing hotels, both the Company and
current and potential hotel owners must periodically spend money. The availability of funds for new investments and
improvement of existing hotels by our current and potential hotel owners depends in large measure on capital markets and
liquidity factors, over which we can exert little control. Instability in the financial markets following the 2008 worldwide
financial crisis and the contraction of available liquidity and leverage continue to constrain the capital markets for hotel and
real estate investments. In addition, owners of existing hotels that we franchise or manage may have difficulty meeting
required debt service payments or refinancing loans at maturity. While lenders have shown a willingness to work with
borrowers to extend relief in the short- to medium- term, some current and prospective hotel owners are still finding new
hotel financing on commercially viable terms to be challenging.

Our growth strategy depends upon third-party owners/operators, and future arrangements with these third parties may
be less favorable. Our present growth strategy for development of additional lodging facilities entails entering into and
maintaining various arrangements with property owners. The terms of our management agreements, franchise agreements,
and leases for each of our lodging facilities are influenced by contract terms offered by our competitors, among other
things. We cannot assure you that any of our current arrangements will continue or that we will be able to enter into future
collaborations, renew agreements, or enter into new agreements in the future on terms that are as favorable to us as those
that exist today.

Our ability to grow our management and franchise systems is subject to the range of risks associated with real estate
investments. Our ability to sustain continued growth through management or franchise agreements for new hotels and the
conversion of existing facilities to managed or franchised Marriott brands is affected, and may potentially be limited, by a
variety of factors influencing real estate development generally. These include site availability, financing, planning, zoning
and other local approvals, and other limitations that may be imposed by market and submarket factors, such as projected
room occupancy, changes in growth in demand compared to projected supply, territorial restrictions in our management and
franchise agreements, costs of construction, and anticipated room rate structure.

Our development activities expose us to project cost, completion, and resale risks. We develop new hotel, timeshare
interval, fractional ownership, and residential properties, both directly and through partnerships, joint ventures, and other
business structures with third parties. As demonstrated by the 2009 impairment charges associated with our Timeshare
business, our ongoing involvement in the development of properties presents a number of risks, including that: (1)
continued weakness in the capital markets may limit our ability, or that of third parties with whom we do business, to raise
capital for completion of projects that have commenced or for development of future properties; (2) properties that we
develop could become less attractive due to further decreases in demand for residential, fractional or interval ownership,
increases in mortgage rates and/or decreases in mortgage availability, market absorption or oversupply, with the result that
we may not be able to sell such properties for a profit or at the prices or selling pace we anticipate, potentially requiring
additional changes in our pricing strategy that could result in further charges; (3) construction delays, cost overruns, lender
financial defaults, or so called “Acts of God” such as earthquakes, hurricanes, floods or fires may increase overall project
costs or result in project cancellations; and (4) we may be unable to recover development costs we incur for these projects
that are not pursued to completion.

Development activities that involve our co-investment with third parties may result in disputes that could increase project
costs, impair project operations, or increase project completion risks. Partnerships, joint ventures, and other business
structures involving our co-investment with third parties generally include some form of shared control over the operations
of the business and create additional risks, including the possibility that other investors in such ventures could become
bankrupt or otherwise lack the financial resources to meet their obligations, or could have or develop business interests,
policies or objectives that are inconsistent with ours. Although we actively seek to minimize such risks before investing in
partnerships, joint ventures or similar structures, actions by another investor may present additional risks of project delay,
increased project costs, or operational difficulties following project completion. Such disputes may also be more likely in
the current difficult business environment.



Other Risks Associated with Timeshare and Residential Properties

Disruption in the credit markets could impair our ability to securitize the loans that our Timeshare business generates.
Our Timeshare business provides financing to purchasers of our timeshare and fractional properties, and we periodically
securitize interests in those loans in the capital markets. Disruption in the credit markets in the second half of 2008 and
much of 2009 impaired the timing and volume of the timeshare loans that we securitized, as well as the financial terms of
such securitizations. Improved market conditions in 2010 allowed us to successfully complete a securitization in the fourth
quarter of 2010 on substantially more favorable terms. Nonetheless, any future deterioration in the financial markets could
preclude, delay or increase the cost to us of future note securitizations, which could in turn cause us to reduce spending in
order to maintain our leverage and return targets.

Risks associated with development and sale of residential properties that are associated with our lodging and timeshare
properties or brands may reduce our profits. In certain hotel and timeshare projects we participate, through noncontrolling
interests and/or licensing fees, in the development and sale of residential properties associated with our brands, including
luxury residences and condominiums under our Ritz-Carlton and Marriott brands. Such projects pose additional risks
beyond those generally associated with our lodging and timeshare businesses, which may reduce our profits or compromise
our brand equity, including the following:

e The continued weakness in residential real estate, vacation home prices, and demand generally will continue to
reduce our profits and could result in losses on residential sales, increase our carrying costs due to a slower pace of
sales than we anticipated, and could make it more difficult to convince future hotel development partners of the
value added by our brands;

e Increases in interest rates, reductions in mortgage availability, or increases in the costs of residential ownership
could prevent potential customers from buying residential products or reduce the prices they are willing to pay;
and

e  Residential construction may be subject to warranty and liability claims, and the costs of resolving such claims
may be significant.

_ Purchaser defaults on the loans our Timeshare business generates could reduce our Timeshare revenues and profits. We
are also subject to the risk of default on the financing we provide to purchasers of our timeshare and fractional properties.
Purchaser defaults could force us to foreclose on the loan and reclaim ownership of the financed property, both for loans
that we have not securitized and in our role as servicer for the loans we have securitized. If we cannot resell foreclosed
properties in a timely manner or at a price sufficient to repay the loans and our costs, we could incur losses or impairment
charges on loans we have yet to securitize or loss of future income from our residual interest in loans that we have
securitized.

Technology, Information Protection, and Privacy Risks

A failure to keep pace with developments in technology could impair our operations or competitive position. The lodging
and timeshare industries continue to demand the use of sophisticated technology and systems, including those used for our
reservation, revenue management and property management systems, our Marriott Rewards and The Ritz-Carlion Rewards
programs, and technologies we make available to our guests. These technologies and systems must be refined, updated,
and/or replaced with more advanced systems on a regular basis. If we are unable to do so as quickly as our competitors or
within budgeted costs and time frames, our business could suffer. We also may not achieve the benefits that we anticipate
from any new technology or system, and a failure to do so could result in higher than anticipated costs or could impair our
operating results.

An increase in the use of third-party Internet services to book online hotel reservations could adversely impact our
business. Some of our hotel rooms are booked through Internet travel intermediaries such as Expedia.com®,
Travelocity.com®, and Orbitz.com®, as well as lesser-known online travel service providers. These intermediaries initially
focused on leisure travel, but now also provide offerings for corporate travel and group meetings. Although Marriott’s
Look No Further® Best Rate Guarantee has greatly reduced the ability of intermediaries to undercut the published rates at
our hotels, intermediaries continue to use a variety of aggressive online marketing methods to attract customers, including
the purchase, by certain companies, of trademarked online keywords such as “Marriott” from Internet search engines such
as Google®, Bing® and Yahoo® to steer customers toward their websites (a practice currently being challenged by various
trademark owners in federal court). Although Marriott has successfully limited these practices through contracts with key
online intermediaries, the number of intermediaries and related companies that drive traffic to intermediaries’ websites is
too large to permit us to eliminate this risk entirely. Our business and profitability could be harmed if online intermediaries
succeed in significantly shifting loyalties from our lodging brands to their travel services, diverting bookings away from
www.Marriott.com, or through their fees increasing the overall cost of Internet bookings for our hotels.




Failure to maintain the integrity of internal or customer data could result in faulty business decisions, operational
inefficiencies, damage of reputation and/or subject us to costs, fines, or lawsuits. Our businesses require collection and
retention of large volumes of internal and customer data, including credit card numbers and other personally identifiable
information of our customers in various information systems and those of our service providers. We also maintain
personally identifiable information about our employees. The integrity and protection of that customer, employee, and
company data is critical to us. If that data is inaccurate or incomplete, we could make faulty decisions. Our customers and
employees also have a high expectation that we and our service providers will adequately protect their personal
information. The regulatory environment surrounding information, security and privacy is also increasingly demanding, in
both the United States and other jurisdictions in which we operate. Our systems may be unable to satisfy changing
regulatory requirements and employee and customer expectations, or may require significant additional investments or time
in order to do so. Our information systems and records, including those we maintain with our service providers, may be
subject to security breaches, system failures, viruses, operator error or inadvertent releases of data. A significant theft, loss,
or fraudulent use of customer, employee, or company data maintained by us or by a service provider could adversely impact
our reputation and could result in remedial and other expenses, fines, or litigation. A breach in the security of our
information systems or those of our service providers could lead to an interruption in the operation of our systems, resulting
in operational inefficiencies and a loss of profits.

Changes in privacy law could adversely affect our ability to market our products effectively. We rely on a variety of
direct marketing techniques, including telemarketing, email marketing, and postal mailings. Any further restrictions in
laws such as the Telemarketing Sales Rule, CANSPAM Act, and various U.S. state laws, or new federal laws, regarding
marketing and solicitation or international data protection laws that govern these activities could adversely affect the
continuing effectiveness of telemarketing, email, and postal mailing techniques and could force further changes in our
marketing strategy. If this occurs, we may not be able to develop adequate alternative marketing strategies, which could
impact the amount and timing of our sales of timeshare units and other products. We also obtain access to potential
customers from travel service providers or other companies with whom we have substantial relationships and market to
some individuals on these lists directly or by including our marketing message in the other company’s marketing materials.
If access to these lists was prohibited or otherwise restricted, our ability to develop new customers and introduce them to
our products could be impaired.

Other Risks

Changes in tax and other laws and regulations could reduce our profits or increase our costs. Our businesses are subject
to regulation under a wide variety of laws, regulations and policies in jurisdictions around the world. In response to the
recent economic crisis and the recent recession, we anticipate that many of the jurisdictions in which we do business will
review tax and other revenue raising laws, regulations and policies, and any resulting changes could impose new
restrictions, costs or prohibitions on our current practices and reduce our profits. In particular, governments may revise tax
laws, regulations or official interpretations in ways that could have a significant impact on us, inclhuding modifications that
could reduce the profits that we can effectively realize from our non-U.S. operations, or that could require costly changes to
those operations, or the way in which they are structured. For example, most U.S. company effective tax rates reflect the
fact that income earned and reinvested outside the United States is generally taxed at local rates, which are often much
lower than U.S. tax rates. If changes in tax laws, regulations or interpretations were to significantly increase the tax rates
on non-U.S. income, our effective tax rate could increase, our profits could be reduced, and if such increases were a result
of our status as a U.S. company, could place us at a disadvantage to our non-U.S. competitors if those competitors remain
subject to lower local tax rates.

If we cannot attract and retain talented associates, our business could suffer. We compete with other companies both
within and outside of our industry for talented personnel. If we are not able to recruit, train, develop, and retain sufficient
numbers of talented associates, we could experience increased associate turnover, decreased guest satisfaction, low morale,
inefficiency, or internal control failures. Insufficient numbers of talented associates could also limit our ability to grow and
expand our businesses.

Delaware law and our governing corporate documents contain, and our Board of Directors could implement, anti-
takeover provisions that could deter takeover attempts. Under the Delaware business combination statute, a stockholder
holding 15 percent or more of our outstanding voting stock could not acquire us without Board of Director consent for at
least three years after the date the stockholder first held 15 percent or more of the voting stock. Our governing corporate
documents also, among other things, require supermajority votes in connection with mergers and similar transactions. In
addition, our Board of Directors could, without stockholder approval, implement other anti-takeover defenses, such as a
stockholder’s rights plan to replace the stockholder’s rights plan that expired in March 2008.



Management’s Discussion and Analysis of Financial Condition and Results of Operations.

BUSINESS AND OVERVIEW

We are a worldwide operator and franchisor of 3,545 properties (618,104 rooms) and related facilities. The figures in the
preceding sentence are as of year-end 2010 and include 34 home and condominium products (3,391 units) for which we
manage the related owners’ associations. In addition, we provided 2,043 furnished corporate housing rental units, which
are not included in the totals.

Our operations are grouped into five business segments: North American Full-Service Lodging, North American
Limited-Service Lodging, International Lodging, Luxury Lodging, and Timeshare. We operate, develop, and franchise
under numerous separate brand names in 70 countries and territories.

We earn base, incentive, and franchise fees based upon the terms of our management and franchise agreements. We earn
revenues from the limited number of hotels we own or lease. We also generate revenues from the following sources
associated with our Timeshare segment: (1) selling timeshare interval, fractional ownership, and residential properties;

(2) operating the resorts and residential properties; (3) financing customer purchases of timesharing intervals; and
(4) rentals. Finally, we earn fees in association with affinity card endorsements and the sale of branded residential real
estate.

During 2010 we broadened our timeshare interval product offering to include the sale of the points-based Marriott
Vacation Club Destinations timeshare program in North America and the Caribbean. The Marriott Vacation Club
Destinations timeshare program offers greater flexibility, further personalization and more experience opportunities for
participating timeshare owners. See the “Marriott Vacation Club Destinations Timeshare Program” caption later in this
Form 10-K for additional information.

We sell residential real estate either in conjunction with luxury hotel development or on a stand-alone basis under The
Ritz-Carlton brand (The Ritz-Carlton Residences) and in conjunction with Timeshare segment projects (The Ritz-Carlton
Destination Club and Grand Residences by Marriott-Residential). Our Timeshare segment residential projects are typically
opened over time. Other residences are typically constructed and sold by third-party developers with limited amounts, if
any, of our capital at risk. While the worldwide residential market is very large, the luxurious nature of our residential
properties, the quality and exclusivity associated with our brands, and the hospitality services that we provide, all serve to
make our residential properties distinctive.

Lodging

Business conditions for our lodging business improved in 2010. While the recent recession significantly impacted
lodging demand and hotel pricing, occupancies began to improve late in 2009 and that improvement continued throughout
2010. Room rates began to stabilize and improve in some markets in the 2010 second quarter, and that improvement
continued, strengthened and expanded to other markets throughout the rest of 2010. In 2010, worldwide average daily rates
on a constant dollar basis stayed the same as 2009 for company-operated properties. Worldwide RevPAR for company-
operated properties increased 6.3 percent on a constant dollar basis for 2010, as compared to 2009, and occupancy
increased 4.1 percentage points to 68.7 percent.

While worldwide RevPAR for 2010 remained well below 2008 levels, we continued to see strengthening in properties in
Asia, Europe, the Caribbean, Latin America, and in our luxury properties around the world. Our hotels in Asia are
particularly benefitting from strong economic growth in that region. Additionally, hotels in North America experienced
stronger demand from corporate transient and association group customers in 2010 as compared to 2009, and that demand
continued to strengthen progressively during the 2010 period. However, property-level banquet and catering spending
continues to be weak primarily reflecting tight budgets and fewer group functions; although we did experience some
improvement late in 2010. During the 2010 first quarter, group meeting cancellations declined to typical levels, and
expected revenue from group meetings continued to improve throughout 2010. While our booking windows for both group
business and transient business remain very short, our pace of bookings for group business for future periods continued to
improve throughout 2010.

We monitor market conditions continuously and carefully price our rooms daily to meet individual hotel demand levels.
We modify the mix of our business to increase revenue as demand changes. Demand for higher rated rooms improved in
2010, which allowed us to reduce discounting and special offers for transient business. This mix improvement benefited
average daily rates at many hotels.

Negotiated corporate business (“special corporate business”) represented 14 percent of our full-service hotel room nights
for 2010 in North America. By late 2010, demand trends had further strengthened, and we had negotiated rates with more
than two-thirds of our 2011 special corporate rate clients. Those rates were meaningfully higher than those we negotiated
in 2009 and early 2010. We typically negotiate and fix room rates associated with special corporate business in advance of



the year to which they apply, which limits our ability to raise these rates quickly. We expect to complete negotiations with
our remaining special corporate business clients in the 2011 first quarter. In negotiating pricing for this segment of
business, we do not focus strictly on volume, but instead carefully evaluate the relationship with our customers, including
for example, stay patterns (day of week and season), locations of stays, non-room spend, and aggregate spend.

Group business pricing is also inflexible in the near term, as some group business may be booked several years in
advance of guest arrival. However, as a result of the recent recession, shorter group booking windows became more
common for 2010 than they were in prior years. Accordingly, with strengthening demand, group business booked in 2010
showed stronger price improvement than business booked in 2009, and “in-the-year-for-the-year” bookings also increased
in 2010.

Properties in our system are maintaining very tight cost controls, as we continue to focus on enhancing property-level
house profit margins. Where appropriate for market conditions, we have maintained many of our 2009 property-level cost
saving initiatives such as adjusting menus and restaurant hours, modifying room amenities, cross-training personnel,
utilizing personnel at multiple properties where feasible, and not filling some vacant positions. We also reduced above-
property costs, which are allocated to hotels, by scaling back systems, processing, and support areas. In addition, we have
not filled certain above-property vacant positions, and have required where legally permitted and elsewhere encouraged
employees to use their vacation time accrued during 2010.

Our lodging business model involves managing and franchising hotels, rather than owning them. At year-end 2010, we
operated 45 percent of the hotel rooms in our system under management agreements, our franchisees operated 53 percent
under franchise agreements, and we owned or leased 2 percent. Our emphasis on long-term management contracts and
franchising tends to provide more stable earnings in periods of economic softness, while the addition of new hotels to our
system generates growth. This strategy has allowed substantial growth while reducing financial leverage and risk in a
cyclical industry. In addition, we increase our financial flexibility by reducing our capital investments and adopting a
strategy of recycling the investments that we make.

We consider RevPAR, which we calculate by dividing room sales for comparable properties by room nights available to
guests for the period, to be a meaningful indicator of our performance because it measures the period-over-period change in
room revenues for comparable properties. RevPAR may not be comparable to similarly titled measures, such as revenues.
References to RevPAR throughout this report are in constant dollars, unless otherwise noted.

Company-operated house profit margin is the ratio of property-level gross operating profit (also known as house profit)
to total property-level revenue. We consider house profit margin to be a meaningful indicator of our performance because
this ratio measures our overall ability as the operator to produce property-level profits by generating sales and controlling
the operating expenses over which we have the most direct control. House profit includes room, food and beverage, and
other revenue and the related expenses including payroll and benefits expenses, as well as repairs and maintenance, utility,
general and administrative, and sales and marketing expenses. House profit does not include the impact of management
fees, furniture, fixtures and equipment replacement reserves, insurance, taxes, or other fixed expenses.

For our North American comparable properties, systemwide RevPAR (which includes data from our franchised,
managed, owned, and leased properties) increased by 4.9 percent in 2010, compared to 2009, reflecting improved
occupancy levels in most markets, partially offset by a modest decline in average daily rates. For our properties outside
North America, systemwide RevPAR for 2010 increased 9.2 percent versus 2009, reflecting improved occupancy levels,
partially offset by a modest decline in average daily rates.

Timeshare

We launched the points-based Marriott Vacation Club Destinations timeshare program (“MVCD Program”) in North
America and the Caribbean in June 2010, and we are initially focusing our marketing efforts on existing customers. Asa
result, in 2010, contract sales to existing owners increased 31 percent while sales to new customers declined. We expect
accelerated sales to new customers in 2011. See the “Marriott Vacation Club Destinations Timeshare Program” caption
later in this Form 10-K for additional information.

Contract sales for our timeshare, fractional, and residential products increased modestly in 2010, compared to 2009,
largely due to a decline in contract sales cancellation allowances. We adjust our contract sales for cancellation allowances
that we record in anticipation that a portion of contract revenue previously recorded for certain residential and fractional
projects would not be realized due to pre-closing contract cancellations. At the same time, contract sales were constrained
by difficult comparisons driven by sales promotions begun in 2009. By the end of 2010, timeshare pricing improved
because we had largely discontinued or reduced the purchase incentives and targeted marketing efforts instituted in 2009.

Rental revenues increased in 2010 with stronger leisure demand for our Marriott Vacation Club product and greater
available rental inventory. Demand for fractional and residential units remains weak. Sales and marketing costs as a



percentage of contract sales continue to improve. As with Lodging, our Timeshare properties continue to maintain very
tight cost controls, and we have not filled certain vacant positions, and have required where legally permitted and elsewhere
encouraged employees to use their vacation time accrued during 2010.

Since the sale of timeshare and fractional intervals and condominiums follows the percentage-of-completion accounting
method, current demand may not always be reflected in our Timeshare segment results until later accounting periods.

On January 2, 2010, the first day of our 2010 fiscal year, we adopted the new Transfers of Financial Assets and
Consolidation standards. As a result of adopting these standards in the 2010 first quarter, we consolidated 13 existing
qualifying special purpose entities associated with past securitization transactions, and we recorded a one-time non-cash
after-tax reduction to shareholders’ equity of $146 million ($238 million pretax) in the 2010 first quarter, representing the
cumulative effect of a change in accounting principle.

See Footnote No. 1, “Summary of Significant Accounting Policies,” of the Notes to our Financial Statements for more
detailed information on our adoption of these new accounting topics, including the impact to our Balance Sheet and
Statement of Income.

CONSOLIDATED RESULTS
The following discussion presents an analysis of results of our operations for 2010, 2009, and 2008.

Continuing Operations
Revenues
2010 Compared to 2009

Revenues increased by $783 million (7 percent) to $11,691 million in 2010 from $10,908 million in 2009, as a result of
higher: cost reimbursements revenue ($557 million); Timeshare sales and services revenue ($98 million); base management
and franchise fees (373 million); incentive management fees ($28 million (comprised of a $12 million increase for North

America and a $16 million increase outside of North America)); and owned, leased, corporate housing, and other revenue
($27 million).

The increase in Timeshare sales and services revenue to $1,221 million in 2010, from $1,123 million in 2009, primarily
reflected higher financing revenue due to higher interest income and to a lesser extent higher services revenue reflecting
increased rental occupancy levels and rates. These favorable impacts were partially offset by lower development revenue
reflecting lower sales volumes primarily associated with tough comparisons driven by sales promotions begun in 2009, a
$20 million increase in reserves (we now reserve for 100 percent of notes that are in default in addition to the reserve we
record on notes not in default), and lower sales to new customers in our initial launch of the MVCD Program. See
“BUSINESS SEGMENTS: Timeshare” later in this report for additional information on our Timeshare segment.

The increases in base management fees, to $562 million in 2010 from $530 million in 2009, and in franchise fees, to
$441 million in 2010 from $400 million in 2009, primarily reflected stronger RevPAR and the impact of unit growth across
the system. The increase in incentive management fees, to $182 million in 2010 from $154 million in 2009, primarily
reflected higher property-level revenue and continued tight property-level cost controls that improved 2010 margins
compared to 2009 and, to a lesser extent, new unit growth.

The increase in owned, leased, corporate housing, and other revenue, to $1,046 million in 2010, from $1,019 million in
2009, largely reflected $14 million of higher hotel agreement termination fees associated with six properties that exited our
system, $8 million of higher branding fees, $6 million of higher revenue for owned and leased properties, and $5 million of
higher other revenue. Partially offsetting these favorable variances was a one-time $6 million transaction cancellation fee
received in 2009. The increase in owned and leased revenue primarily reflected increased RevPAR and occupancy levels.
Combined branding fees associated with affinity card endorsements and the sale of branded residential real estate totaled
$78 million and $70 million in 2010 and 2009, respectively.

Cost reimbursements revenue represents reimbursements of costs incurred on behalf of managed and franchised
properties and relates, predominantly, to payroll costs at managed properties where we are the employer. As we record cost
reimbursements based upon costs incurred with no added markup, this revenue and related expense has no impact on either
our operating income or net income attributable to us. The increase in cost reimbursements revenue, to $8,239 million in
2010 from $7,682 million in 2009, reflected the impact of growth across the system, partially offset by lower property-level
costs in response to cost controls. Net of hotels exiting the system, we added 4,287 managed rooms and 17,024 franchised
rooms to our system in 2010.
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2009 Compared to 2008

Revenues decreased by $1,971 million (15 percent) to $10,908 million in 2009 from $12,879 million in 2008, as a result
of lower: cost reimbursements revenue ($1,152 million); Timeshare sales and services revenue ($300 million); owned,
leased, corporate housing, and other revenue ($206 million); incentive management fees ($157 million (comprised of
$108 million for North America and $49 million outside of North America)); base management fees ($105 million
(comprised of $79 million for North America and $26 million outside of North America)); and franchise fees (851 million).

The decrease in cost reimbursements revenue, to $7,682 million in 2009 from $8,834 million in 2008, reflected lower
property-level costs, in response to lower occupancy and cost controls, partially offset by the impact of growth across the
system. We added 35 managed properties (8,574 rooms) and 200 franchised properties (25,136 rooms) to our system in
2009, net of properties exiting the system.

The decrease in Timeshare sales and services revenue of $300 million (21 percent), to $1,123 million in 2009, from
$1,423 million in 2008, primarily reflected lower demand for timeshare intervals and to a lesser extent, residential products
and the Asia Pacific points program, as well as lower revenue from projects with limited available inventory in 2009, and
lower reacquired and resales revenue and services revenue. The decrease was partially offset by higher revenue from
projects that became reportable subsequent to 2008 and higher financing revenue. See “BUSINESS SEGMENTS:
Timeshare,” later in this report for additional information on our Timeshare segment.

The decrease in owned, leased, corporate housing, and other revenue, to $1,019 million in 2009, from $1,225 million in
2008, largely reflected $183 million of lower revenue for owned and leased properties, $19 million of lower revenue
associated with our corporate housing business, $14 million of lower hotel agreement termination fees, and $5 million of
lower branding fees associated with the sale of residential real estate, partially offset by $11 million of increased branding
fees associated with our affinity credit card and a $3 million favorable impact related to a property that was being renovated
during 2008, and as a result was not operating at full capacity. Combined branding fees associated with affinity card
endorsements and the sale of branded residential real estate totaled $70 million and $64 million in 2009 and 2008,
respectively. The decrease in owned and leased revenue primarily reflected RevPAR declines associated with weak
lodging demand.

The decrease in incentive management fees, to $154 million in 2009 from $311 million in 2008, reflected lower property-
level revenue, associated with weak demand, lower RevPAR, and the associated lower property-level operating income and
margins in 2009 compared to 2008. Most incentive management fees are earned only after each hotel earns a minimum
return for the hotel’s owner. With particularly weak demand and low property-level operating income in 2009, most
managed hotels did not have sufficient operating income to allow us to earn an incentive fee. In 2009, only 25 percent of
managed hotels paid incentive fees to us, as compared to 56 percent in 2008. The decreases in base management fees, to
$530 million in 2009 from $635 million in 2008, and franchise fees, to $400 million in 2009 from $451 million in 2008,
both reflected RevPAR declines driven by weaker demand, partially offset by the favorable impact of unit growth across
the system.

Timeshare Strategy - Impairment Charges

In 2009 we recorded pretax charges totaling $752 million in our Income Statement ($502 million after-tax), including
$614 million of pretax charges that impacted operating income under the “Timeshare strategy - impairment charges”
caption, and $138 million of pretax charges that impacted non-operating income under the “Timeshare strategy -
impairment charges (non-operating)” caption. The $752 million of pretax impairment charges were non-cash, other than
$27 million of charges associated with ongoing mezzanine loan fundings and $21 million of charges for purchase
commitments.

See Footnote No. 18, “Timeshare Strategy - Impairment Charges,” of the Notes to our Financial Statements for additional
information, including a table showing the composition of the charges.

Restructuring Costs and Other Charges

As a result of the restructuring actions we began in the fourth quarter of 2008, we incurred $55 million in restructuring
costs in the fourth quarter of 2008. As part of these actions we initiated further cost savings measures in 2009 associated
with our Timeshare segment, hotel development, above-property level management, and corporate overhead. These further
measures resulted in additional restructuring costs of $51 million in 2009. For additional information on the 2008 and 2009
restructuring costs, including the types of restructuring costs incurred in total and by segment, please see Footnote No. 21,
“Restructuring Costs and Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K. For the
cumulative restructuring costs incurred since inception and a roll forward of the restructuring liability through year-end
2010, please see Footnote No. 19, “Restructuring Costs and Other Charges,” of the Notes to our Financial Statements in
this Form 10-K.
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As aresult of our restructuring efforts, we realized the following annual cost savings in 2010, which were primarily
reflected in our Income Statement under the expense captions noted: (i} $113 million ($73 million after-tax) for our
Timeshare segment, under “Timeshare-direct” and “General, administrative, and other”; (ii) $12 million ($8 million after-
tax) for hotel development across several of our Lodging segments, primarily under “General, administrative, and other”;
and (iii) $10 million ($8 million after-tax) for reducing above property-level lodging management personnel under
“General, administrative, and other.”

Operating Income (Loss)
2010 Compared to 2009

Operating income increased by $847 million to operating income of $695 million in 2010 from an operating loss of
$152 million in 2009. The increase in operating income reflected a favorable variance of $614 million related to Timeshare
strategy - impairment charges recorded in 2009, $116 million of higher Timeshare sales and services revenue net of direct
expenses, a $73 million increase in base management and franchise fees, a $51 million decrease in restructuring costs,
$28 million of higher incentive management fees, and $23 million of higher owned, leased, corporate housing, and other
revenue net of direct expenses, partially offset by a $58 million increase in general, administrative, and other expenses. We
note the reasons for the increase of $73 million in base management and franchise fees as well as the increase of
$28 million in incentive management fees as compared to 2009 in the preceding “Revenues” section.

Timeshare sales and services revenue net of direct expenses in 2010 totaled $199 million. The increase of $116 million
as compared to 2009, primarily reflected $78 million of higher financing revenue, net of expenses, which largely reflected
increased interest income associated with the impact of consolidating previously unconsolidated securitized notes under the
new Transfers of Financial Assets and Consolidation standards, $33 million of higher development revenue net of product
costs and marketing and selling costs, and $8 million of higher other revenue, net of expenses partially offset by $3 million
of lower services revenue net of expenses. Higher development revenue net of product costs and marketing and selling
costs primarily reflected both lower product costs due to lower sales volumes and lower marketing and selling costs in
2010, as well as favorable variances from both a $10 million charge related to an issue with a state tax authority and a net
$3 million impact from contract cancellation allowances in 2009, partially offset by lower development revenue for the
reasons stated in the preceding “Revenues” section. See “BUSINESS SEGMENTS: Timeshare,” later in this report for
additional information on our Timeshare segment.

The $23 million (34 percent) increase in owned, leased, corporate housing, and other revenue net of direct expenses was
primarily attributable to $12 million of higher hotel agreement termination fees net of property closing costs, $8 million of
higher branding fees, a $4 million reversal of a liability related to a hotel that closed in 2010, and net stronger results at
some owned and leased properties due to higher RevPAR and property-level margins, partially offset by additional rent
expense associated with one property and an unfavorable variance from a one-time $6 million transaction cancellation fee
received in 2009.

General, administrative, and other expenses increased by $58 million (8 percent) to $780 million in 2010 from
$722 million in 2009. The increase primarily reflected the following 2010 charges: an $84 million long-lived asset
impairment associated with a capitalized revenue management software asset (which we did not allocate to any of our
segments); a $13 million long-lived asset impairment (allocated to our Timeshare segment); and a $14 million long-lived
asset impairment (allocated to our North American Limited-Service segment). See Footnote No. 8, “Property and
Equipment,” of the Notes to our Financial Statements for additional information regarding these three impairment charges.
In addition, we recorded a $4 million contract acquisition cost impairment charge (allocated to our North American Full-
Service segment) in 2010. See the North American Full-Service segment discussion for additional information regarding
this impairment charge. Also contributing to the year-over-year increase was $35 million of higher incentive compensation
costs, $14 million of increased other expenses primarily associated with initiatives to enhance our brands globally,
$7 million of increased currency exchange losses, and $2 million of increased legal expenses. These unfavorable variances
were partially offset by an $8 million reversal in 2010 of guarantee accruals, primarily related to a completion guarantee for
which we satisfied the related requirements, and a $4 million reversal of excess accruals for net asset tax based on the
receipt of final assessments from a taxing authority located outside the United States. In addition, the comparison reflects
the following 2009 expenses that we did not incur in 2010: $49 million of impairment charges related to two security
deposits that we deemed unrecoverable in 2009 due, in part, to our decision not to fund certain cash flow shortfalls,
partially offset by an $11 million reversal of the 2008 accrual for the funding of those cash flow shortfalls; a $7 million
write-off of Timeshare segment capitalized software costs; and $4 million of bad debt expense on an accounts receivable
balance. The year-over-year comparison also reflected a $15 million favorable variance in deferred compensation expenses
(with changes to our deferred compensation plan, general, administrative, and other expenses for 2010 had no deferred
compensation impact, compared with $15 million of mark-to-market valuation expenses in 2009). The increase in general,
administrative, and other expenses was also partially offset by the elimination of the loan loss provision in 2010, compared
with a $43 million provision in 2009, which reflected $29 million associated with one Luxury segment project and
$14 million associated with a North American Limited-Service segment portfolio.
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The $58 million increase in total general, administrative, and other expenses was comprised of: a $77 million increase
that we did not allocate to any of our segments; a $5 million increase impacting our Timeshare segment; an $8 million
decrease impacting our North American Limited-Service segment; an $8 million decrease impacting our Luxury segment; a
$7 million decrease impacting our North American Full-Service segment; and a $1 million decrease impacting our
International segment.

2009 Compared to 2008

Operating income decreased by $917 million (120 percent) to an operating loss of $152 million in 2009 from operating
income of $765 million in 2008. The decrease in operating income reflected Timeshare strategy - impairment charges in
2009 of $614 million, $157 million of lower incentive management fees, a $156 million decrease in combined base
management and franchise fees, $69 million of lower owned, leased, corporate housing, and other revenue net of direct
expenses, $6 million of lower Timeshare sales and services revenue net of direct expenses, partially offset by an
$81 million decrease in general, administrative, and other expenses and a decrease in restructuring costs of $4 million. In
the preceding “Revenues” section, we note the reasons for the decrease of $157 million in incentive management fees as
well as the decrease of $156 million in combined base management and franchise fees as compared to 2008.

Timeshare sales and services revenue net of direct expenses in 2009 totaled $83 million. The decline of $6 million
(7 percent) from $89 million in 2008 primarily reflected $50 million of lower development revenue net of product costs and
marketing and selling costs and $17 million of lower services revenue net of expenses, mostly offset by $43 million of
higher financing revenue net of financing expenses, $15 million of higher other revenue, net of expenses, and $3 million of
higher reacquired and resales revenue, net of expenses. Lower development revenue net of product, marketing and selling
costs primarily reflected lower revenue for timeshare intervals and to a lesser extent, lower revenue net of costs for our Asia
Pacific points program, and a $10 million charge related to an issue with a state tax authority, partially offset by favorable
reportability for several projects that reached revenue recognition reportability thresholds after 2008 and favorable
variances from both a $22 million 2008 pretax impairment charge related to a joint venture that we fully consolidate
($10 million net of noncontrolling interest benefit) and a $9 million 2008 inventory write-down related to the termination of
certain phases of timeshare development in Europe. Higher financing revenue net of financing expenses reflected higher
note securitization gains, increased residual interest accretion, a decrease in the adjustment to the fair market value of
residual interests, and a decrease in the cost of financing, partially offset by lower interest income. Lower setvices revenue
net of expenses reflected weak demand for rentals and increased maintenance cost for unsold inventory. See “BUSINESS
SEGMENTS: Timeshare” later in this section for additional information regarding our Timeshare segment.

The $69 million (50 percent) decrease in owned, leased, corporate housing, and other revenue net of direct expenses was
primarily attributable to a decline of $65 million in revenue, net of expenses primarily associated with weaker demand at
owned and leased properties, as well as our corporate housing business, $14 million of lower hotel agreement termination
fees, and $5 million of lower branding fees associated with sale of residential real estate, partially offset by $11 million of
increased branding fees associated with our affinity credit card and a $3 million favorable impact related to a property that
was being renovated during 2008, and as a result was not operating at full capacity.

General, administrative, and other expenses decreased by $81 million (10 percent) to $722 million in 2009 from
$803 million in 2008. The decrease primarily reflected $186 million of lower expenses, largely due to cost savings
generated from the restructuring efforts initiated in 2008 and lower incentive compensation as well as a $12 million
favorable variance due to development cancellations in 2008. Additionally, in 2009 we reached final settlement regarding
the Delta Airlines lease investment and recorded a $3 million recovery of the investment previously reserved in the
“General, administrative, and other”” expense caption on our Income Statement. For additional information regarding the
Delta Airlines lease investment, see the “Investment in Leveraged Lease” caption in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in our 2008 Form 10-K. These benefits were partially offset by
the following items: $49 million of impairment charges for two security deposits that we deemed unrecoverable in 2009
due, in part, to our decision not to fund certain cash flow shortfalls, partially offset by a $15 million accrual in 2008 for the
expected funding of those cash flow shortfalls and an $11 million reversal in 2009 of the remaining balance of that 2008
accrual due to the decision to no longer fund those cash flow shortfalls; 2009 provisions for loan losses of $43 million for
two loans partially offset by a $22 million favorable variance from a 2008 provision on a fully impaired loan; an $8 million
impairment charge related to the write-off of contract acquisition costs for one property; a $7 million write-off of
Timeshare segment capitalized software costs; $12 million of expenses primarily related to write-ofts of other assets that
we deemed non-recoverable, performance cure accruals, and guarantee accruals associated with 12 hotels; and $4 million of
bad debt expense on an accounts receivable balance. Additionally, 2009 included a $15 million unfavorable impact
associated with deferred compensation expenses, compared to a $28 million favorable impact in 2008, both of which
reflected mark-to-market valuations. Of the $81 million decrease in total general, administrative, and other expenses, a
$1 million increase was attributable to our Lodging segments, a $31 million decrease was attributable to our Timeshare
segment, and a $51 million decrease was unallocated.

13



Gains (Losses) and Other Income (Expense)

The table below shows our gains (losses) and other income for 2010, 2009, and 2008:

(3 in millions) 2010 2009 2008
Gain on debt extinguishment ..... . $ 0 $ 21 $ 28
Gains on sales of real estate and other .......cocevvvereierereieieceeeeeeeerernn 34 10 14

Gain/(loss) on sale of joint venture and other investments 1 3 H

Income/(loss) from cost method joint ventures 0 2 3)
Impairment of equity securities ...... 0 ) 0
$ 35 $ 31 $ 38

2010 Compared to 2009

We did not extinguish any debt in 2010. In 2009, we repurchased $122 million principal amount of our Senior Notes in
the open market, across multiple series. The $21 million gain on debt extinguishment in 2009 represents the difference
between the $98 million purchase price and the $119 million net carrying amount of Senior Notes we repurchased during
the period. The $5 million impairment of equity securities in 2009 reflected an other-than-temporary impairment of
marketable securities in accordance with the guidance for accounting for certain investments in debt and equity securities.
For additional information on the impairment, see Footnote No. 5, “Fair Value Measurements,” of the Notes to the
Financial Statements in our 2009 Form 10-K.

2009 Compared to 2008

See the previous paragraph for information on our debt extinguishment and impairment of equity securities in 2009. We
did not extinguish any debt in 2008.

Interest Expense
2010 Compared to 2009

Interest expense increased by $62 million (53 percent) to $180 million in 2010 compared to $118 million in 2009. This
increase was driven by: (1) the consolidation of $1,121 million of debt in the 2010 first quarter associated with previously
securitized notes, which resulted in a $55 million increase in interest expense in 2010 related to that debt; (2) a $14 million
unfavorable variance from 2009 as a result of lower capitalized interest in 2010 associated with construction projects; and
(3) $12 million of higher interest expense in 2010 associated with our executive deferred compensation plan. These
increases were partially offset by: (1) $12 million of lower interest expense associated with our repurchase of $122 million
of principal amount of our Senior Notes in 2009, the maturity of our Series C Senior Notes in the 2009 fourth quarter and
other net debt reductions; and (2) a $7 million decrease in interest expense associated with our $2.4 billion multicurrency
revolving credit facility (our “Credit Facility”), which primarily reflected lower average borrowings.

2009 Compared to 2008

Interest expense decreased by $45 million (28 percent) to $118 million in 2009 compared to $163 million in 2008.
Interest expense associated with commercial paper and our Credit Facility decreased by $25 million reflecting the
repayment of our commercial paper in 2008 and increased borrowings under the Credit Facility with a lower interest rate.
We also benefited from a $26 million decrease in interest costs associated with various programs that we operate on behalf
of owners (including our Marriott Rewards, gift certificates, and self-insurance programs) as a result of lower interest rates,
and the repurchase of some of our Senior Notes across multiple series in the 2008 fourth quarter and 2009 first quarter (see
“Liquidity and Capital Resources” in our 2009 Form 10-K for additional information), which resulted in a $12 million
reduction to interest expense, and finally, other interest expense decreases of $5 million. These decreases in interest
expense were partially offset by a $23 million unfavorable variance to 2008 as a result of lower capitalized interest in 2009
associated with construction projects.

Interest Income and Income Tax
2010 Compared to 2009

Interest income decreased by $6 million (24 percent) to $19 million in 2010, from $25 million in 2009, primarily
reflecting a $4 million decrease associated with a loan that we determined was impaired in 2009. Because we recognize
interest on impaired loans on a cash basis, we did not recognize any interest on this loan after its impairment. The decline
in interest income also reflected a $2 million decrease due to a reduction in principal due associated with one loan.

Our income tax expense increased by $158 million (243 percent) to a provision of $93 million in 2010 from a benefit of
$65 million in 2009. The increase was primarily due to pretax income in 2010 (as compared to a pretax loss in 2009) and
$14 million of higher tax expense associated with changes to our deferred compensation plan (there were no 2010 plan
changes impacting deferred compensation expenses, compared with changes which had a $14 million favorable impact in
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2009). The increase was partially offset by a lower tax rate in 2010, as 2009 reflected $52 million of income tax expense
primarily related to the treatment of funds received from certain non-U.S. subsidiaries. In the 2010 fourth quarter, we
settled issues with the Internal Revenue Service (“IRS™) on our treatment of funds received from certain non-U.S.
subsidiaries. In conjunction with that settlement, we recorded an $85 million benefit to our income tax provision in 2010.
Our 2010 income tax expense also reflected a $12 million benefit we recorded primarily associated with revisions to prior
years’ estimated foreign tax expense.

2009 Compared to 2008

Interest income decreased by $14 million (36 percent) to $25 million in 2009, from $39 million in 2008, primarily
reflecting $8 million of interest income we recorded in 2008 for three loans that subsequently became impaired. Because
we recognize interest on impaired loans on a cash basis, we did not recognize any interest on these impaired loans in 2009.
The decline in interest income also reflected $5 million of lower interest income due to a decline in interest rates on our
cash balances, $2 million of previously reserved interest income collected in 2008, and $2 million of lower interest income
in 2009 reflecting a reduction in principal due associated with one loan, partially offset by $4 million of additional interest
income from new loans funded at year-end 2008 and in 2009.

Our tax provision decreased by $415 million (119 percent) to a benefit of $65 million in 2009 from a provision of
$350 million in 2008, reflecting a pretax loss in 2009 and $43 million of lower tax expense associated with our deferred
compensation plan. The decrease was partially offset by an increase to the effective tax rate in 2009 due to a change in our
mix of worldwide income resulting from substantial reductions of non-U.S. income in jurisdictions with low tax rates. The
2009 tax rate also reflected $52 million of income tax expense, primarily related to the treatment of funds received from
certain non-U.S. subsidiaries, an issue that was the subject of ongoing discussions at that time between us and the IRS. The
charges recorded in 2009 primarily related to our then current exposure related to this issue. In addition to tax expense on
pretax earnings, tax expense for 2008 also reflected: (1) $29 million of income tax expense primarily related to an
unfavorable U.S. Court of Federal Claims decision involving a refund claim associated with a 1994 tax planning
transaction; (2) $19 million of income tax expense due primarily to prior years’ tax adjustments, including a settlement with
the IRS that resulted in a lower than expected refund of taxes associated with a 1995 leasing transaction; and
(3) $24 million of income tax expense related to the tax treatment of funds received from certain non-U.S. subsidiaries.

Equity in (Losses) Earnings
2010 Compared to 2009

Equity in losses of $18 million in 2010 decreased by $48 million from equity in losses of $66 million in 2009 and
primarily reflected favorable variances from a $30 million impairment charge associated with a Luxury segment joint
venture investment that we determined was fully impaired and a $3 million impairment charge for a joint venture that we
did not allocate to one of our segments, both incurred in 2009. In the 2010 fourth quarter we also recorded an $11 million
reversal of a funding liability (recorded in 2009) due to progress in that quarter on certain construction-related legal claims
and other factors. See Footnote No. 18, “Timeshare Strategy-Impairment Charges,” of the Notes to our Financial
Statements for additional information regarding this reversal. Increased earnings of $5 million for our International
segment joint ventures and $3 million of lower cancellation reserves at our Timeshare segment joint venture also
contributed to the decrease in equity in losses. A 2010 impairment charge of $5 million associated with our North
American Limited-Service segment joint venture partially offset the favorable impacts.

2009 Compared to 2008

Equity in losses of $66 million in 2009 increased by $81 million from equity in earnings of $15 million in 2008 and
primarily reflected a $30 million impairment charge in 2009 associated with a Luxury segment joint venture investment
that we determined to be fully impaired. The decrease in joint venture equity earnings also reflected an unfavorable
comparison to $15 million of equity earnings in 2008 from a joint venture that sold portfolio assets and had significant
associated gains, and $5 million of earnings in 2008 from another joint venture primarily reflecting insurance proceeds
received by that joint venture. Further contributing to the decline were $24 million of decreased earnings in 2009 for a
Timeshare segment joint venture residential and fractional project, $7 million of equity losses associated with a North
American Limited-Service segment joint venture, a $3 million impairment and $2 million of other equity losses associated
with an International segment joint venture, and $9 million of equity losses at certain other joint ventures, all of which were
negatively affected by the weak demand environment. The unfavorable impacts also included a $3 million impairment
charge for a joint venture that is not allocated to one of our segments and for which we do not expect to recover our
investment. These decreases were partially offset by an unfavorable $11 million impact in 2008 associated with tax law
changes in a country in which two international joint ventures operate and a 2008 impairment charge of $9 million
associated with one Luxury segment joint venture under development. See Footnote No. 21, “Restructuring Costs and
Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K for more information on some of these
joint venture impairments.
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Net Losses Attributable to Noncontrolling Interests
2010 Compared to 2009

Net losses attributable to noncontrolling interests decreased by $7 million in 2010 to zero, compared to $7 million in
2009. The benefit for net losses attributable to noncontrolling interests in 2009 of $7 million are net of tax and reflected
our partners’ share of losses totaling $11 million associated with joint ventures we consolidate, net of our partners’ share of
tax benefits of $4 million associated with the losses.

2009 Compared to 2008

Net losses attributable to noncontrolling interests decreased by $8 million in 2009 to $7 million compared to $15 million
in 2008.

Income (Loss) from Continuing Operations

2010 Compared to 2009

Income from continuing operations of $458 million in 2010 increased by $811 million (230 percent) from a loss of
$353 million in 2009, income from continuing operations attributable to Marriott of $458 million in 2010 increased by
$804 million (232 percent) from a loss of $346 million in 2009, and diluted income per share from continuing operations
attributable to Marriott of $1.21 per share increased by $2.18 (225 percent) from losses of $0.97 per share in 2009. As
discussed in more detail in the preceding sections beginning with “Operating Income (Loss),” the $458 million increase in
income from continuing operations compared to the prior year was due to a favorable variance related to Timeshare
strategy - impairment charges in 2009 ($752 million), higher Timeshare sales and services revenue net of direct expenses
($116 million), lower restructuring costs ($51 million), higher base management and franchise fees ($73 million), lower
equity in losses ($48 million), higher incentive management fees ($28 million), higher owned, leased, corporate housing,
and other revenue net of direct expenses ($23 million), and higher gains and other income ($4 million). These favorable
variances were partially offset by higher income taxes ($158 million), higher general, administrative, and other expenses
($58 million), higher interest expense ($62 million), and lower interest income ($6 million).

2009 Compared to 2008

Compared to the prior year, loss from continuing operations increased by $697 million (203 percent) to a 2009 loss of
$353 million from 2008 income of $344 million, loss from continuing operations attributable to Marriott increased by
$705 million (196 percent) to a 2009 loss of $346 million from 2008 income of $359 million, and diluted losses per share
from continuing operations attributable to Marriott increased by $1.94 (200 percent) to $0.97 per share from earnings of
$0.97 per share. As discussed in more detail in the preceding sections beginning with “Operating Income (Loss),” the
$697 million increase in loss from continuing operations compared to the prior year was due to 2009 Timeshare strategy -
impairment charges ($752 million), lower incentive management fees ($157 million), lower base management and
franchise fees ($156 million), lower equity in earnings ($81 million), lower owned, leased, corporate housing, and other
revenue net of direct expenses ($69 million), lower interest income ($14 million), lower gains and other income
($7 million), and lower Timeshare sales and services revenue net of direct expenses ($6 million). Lower income taxes
(8415 million), lower general, administrative, and other expenses ($81 million), lower interest expense ($45 million), and
lower restructuring costs ($4 million) partially offset the unfavorable variances.

Earnings Before Interest Expense, Taxes, Depreciation and Amortization (“EBITDA”) and Adjusted EBITDA

EBITDA, a financial measure which is not prescribed or authorized by United States generally accepted accounting
principles (“GAAP”), reflects earnings excluding the impact of interest expense, provision for income taxes, depreciation
and amortization. We consider EBITDA to be an indicator of operating performance because we use it to measure our
ability to service debt, fund capital expenditures, and expand our business. We also use EBITDA, as do analysts, lenders,
investors and others, to evaluate companies because it excludes certain items that can vary widely across different
industries or among companies within the same industry. For example, interest expense can be dependent on a company’s
capital structure, debt levels and credit ratings. Accordingly, the impact of interest expense on earnings can vary
significantly among companies. The tax positions of companies can also vary because of their differing abilities to take
advantage of tax benefits and because of the tax policies of the jurisdictions in which they operate. As a result, effective tax
rates and provision for income taxes can vary considerably among companies. EBITDA also excludes depreciation and
amortization because companies utilize productive assets of different ages and use different methods of both acquiring and
depreciating productive assets. These differences can result in considerable variability in the relative costs of productive
assets and the depreciation and amortization expense among companies.

We also evaluate adjusted EBITDA, another non-GAAP financial measure, as an indicator of operating performance.
Our adjusted EBITDA excludes the 2008 and 2009 restructuring costs and other charges totaling $192 million and
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$213 million, respectively, the 2009 Timeshare strategy - impairment charges totaling $752 million, and for 2010, both
impairment charges totaling $111 million and the $11 million reversal of a prior year impairment charge. We evaluate
adjusted EBITDA that excludes these items to allow for period-over-period comparisons of our ongoing core operations
before material charges. EBITDA and adjusted EBITDA also facilitate our comparison of results from our ongoing
operations before material charges with results from other lodging companies.

EBITDA and adjusted EBITDA have limitations and should not be considered in isolation or as a substitute for
performance measures calculated in accordance with GAAP. Both of these non-GAAP measures exclude certain cash
expenses that we are obligated to make. In addition, other companies in our industry may calculate adjusted EBITDA
differently than we do or may not calculate it at all, limiting adjusted EBITDA’s usefulness as a comparative measure. The
table below shows our EBITDA and Adjusted EBITDA calculations and reconciles those measures with Net Income (Loss)
attributable to Marriott.

(8 in millions) 2010 2009 2008
Net Income (Loss) attributable to Marriott ..........cccocoviieicnniniinnne $ 458 S (346) $ 362
INtErest EXPENSE ....ovvvsimrmrirmcririnsimsesinssisssnisssrasssnsses s 180 118 163
Tax provision (benefit), continuing operations 93 (65) 350
Tax provision, noncontrolling interests .......... . 0 4 9
Tax benefit, synthetic fuel 0 0 )
Depreciation and amortization ...........ce..eveee.. JRUUUT 178 185 190
Less: Depreciation reimbursed by third-party owners ........c.coeoeeveicivcinnnces (11) (O] (10
Interest expense from unconsolidated joint ventures ..........ooeoeeeeneeiinences 18 19 18
Depreciation and amortization from unconsolidated joint ventures .......... 27 27 27
EBITDA 943 (67) 1,102
Discontinued operations adjustment (synthetic fuel) .......ccoooeeiiererninnnn. 0 0 4
Impairment 0f long-lived SSets .......c.couivverrimreriisiisiessie s 111 0 0
Reversal of prior year impairment charge .......... (11) 0 0
Total 2010 net impairment charges 100 0 0

Restructuring costs and other charges

SEVELANCE .cvvreriiiicicirniniieieiese e 0 21 19
Facilities €Xit COSES .vurirrreriririrenernrerei et ssaares s ssssesenenssseas 0 29 5
Development cancellations 0 1 31
Total restructuring costs ... e erer ettt s en 0 51 55
Reserves for expected fundings 0 0 16
Inventory write-downs . 0 0 9
Impairment of investments and other, net of prior year reserves 0 83 30
Reserves for loan losses ..... 0 43 22
Contract cancellation allowances ................. 0 9 12
Accounts receivable — bad debts ..o 0 0 4
Residual interests valuation et eeneee 0 20 32
Hedge effECtiVeness ........oiccuiiieimiiiee ettt 0 0 12
Software development write-off .............. 0 7 0
Total other charges . 0 162 137
Total restructuring costs and other charges .. 0 213 192

Timeshare strategy - impairment charges

Operating impairments 0 614 0
Non-operating impairments .........cooeeeevecenenns . 0 138 0
Total Timeshare strategy - impairment charges ....c.oooevereeieeseeeniieeennens 0 752 0

Adjusted EBITDA et e en $ 1,043 $ 898 § 1,298
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Business Segments

We are a diversified hospitality company with operations in five business segments: North American Full-Service

Lodging, North American Limited-Service Lodging, International Lodging, Luxury Lodging, and Timeshare. See Footnote
No. 17, “Business Segments,” of the Notes to our Financial Statements for further information on our segments including
how we aggregate our individual brands into each segment, and other information about each segment, including revenues,
income (loss) from continuing operations attributable to Marriott, net losses attributable to noncontrolling interests, equity
in (losses) earnings of equity method investees, assets, and capital expenditures.

At year-end 2010, we operated or franchised the following properties by segment (excluding 2,043 corporate housing

rental units associated with our ExecuStay brand):

Total Lodging Products
Properties Rooms
Non- Non-
U.S. uU.S. Total U.S. U.S. Total
North American Full-Service Lodging Segment
Marriott Hotels & Resorts ... 322 13 335 126,149 4,837 130,986
Marriott Conference Centers 11 0 11 3,298 0 3,298
TW MAITIOtE ..oovrviiecicrecernereteceerceneenseeseesssssesessanisssess 19 1 20 10,748 221 10,969
Renaissance Hotels et ertere et reenenneere e enees 76 2 78 27,939 790 28,729
Renaissance CIUbSPOIt ........ccveerriiinierierecnensnenereeresenens 2 0 2 349 0 349
Autograph Collection ........cccceevverenees 13 0 13 3,828 0 3,828
443 16 459 172,311 5,848 178,159
North American Limited-Service Lodging Segment
COUILYArd  ....veeiicircetrererreceere e sas s sb e sanes 793 16 809 110,922 2,793 113,715
Fairfield Inn & Suites 648 9 657 58,510 1,029 59,539
SpringHill Suites 273 1 274 31,961 124 32,085
Residence Inn . 595 17 612 71,571 2,450 74,021
TownePlace Suites 192 1 193 19,320 105 19,425
2,501 44 2,545 292,284 6,501 298,785
International Lodging Segment
Marriott Hotels & Resorts 4 155 159 2,767 44,981 47,748
JW Marriott ...... . 1 28 29 387 10,631 11,018
Renaissance Hotels ......... v eerer e ———— 0 66 66 0 21,930 21,930
Courtyard ..... et aen 2 81 83 712 16,642 17,354
Fairfield Inn & Suites 0 1 1 0 206 206
Residence Inn ... 0 1 1 0 109 109
Marriott Executive Apartments 0 23 23 0 3,775 3,775
7 355 362 3,866 98,274 102,140
Luxury Lodging Segment
The Ritz-Carlton RSOOSR 39 35 74 11,587 10,457 22,044
Bulgari Hotels & Resorts 0 2 0 117 117
EDITION 1 0 1 353 0 353
The Ritz-Carlton-Residential @ ..........cccccoveecrmmrrreeinnecs 27 1 28 2,973 112 3,085
The Ritz-Carlton Serviced Apartments 0 3 3 0 458 458
67 41 108 14,913 11,144 26,057
Timeshare Segment @
Marriott Vacation Club ...... 42 11 53 9,800 2,118 11,918
The Ritz-Carlton Destination Club .........cccccoeveerrrerenuenns 8 2 10 359 132 491
The Ritz-Carlton Residences @ 3 1 4 222 16 238
Grand Residences by Marriott-Fractional ...........c.ccceunee 1 2 199 49 248
Grand Residences by Marriott-Residential V'@ ........... 2 0 2 638 0 68
56 15 71 10,648 2,315 12,963
Total 3,074 471 3,545 494,022 124,082 618,104

() North American includes properties located in the continental United States and Canada. International includes properties located outside the continental United

States and Canada.

@ Represents projects where we manage the related owners’ association. Residential products are included once they possess a certificate of occupancy. Includes
resorts that are in active sales as well as those that are sold-out. Products in active sales may not be ready for occupancy.
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Lodging (reflects all five of our Lodging segments)
2010 Compared to 2009

We added 154 properties (28,114 rooms) and 31 properties (6,072 rooms) exited the system in 2010. These figures do
not include residential or ExecuStay units. We also added three residential properties (442 units) and one residential
property (25 units) exited the system in 2010.

Total segment financial results increased by $979 million to $983 million in 2010 from $4 million in 2009, and total
segment revenues increased by $780 million to $11,611 million in 2010, a 7 percent increase from revenues of
$10,831 million in 2009.

The year-over-year increase in revenues included a $557 million increase in cost reimbursements revenue, which does
not impact operating income or net income attributable to Marriott. The results, compared to 2009, reflected a favorable
variance from $685 million of 2009 Timeshare strategy - impairment charges, $614 million of which were reported in the
“Timeshare strategy - impairment charges” caption and $71 million of which were reported in the “Timeshare strategy -
impairment charges (non-operating)” caption of our Income Statements, an increase of $116 million in Timeshare sales and
services revenue net of direct expenses, $19 million of decreased general, administrative, and other expenses, a $73 million
increase in base management and franchise fees to $1,003 million in 2010 from $930 million in 2009, a $48 million
decrease in restructuring costs, $35 million of lower joint venture equity losses, $28 million of higher incentive
management fees to $182 million in 2010 from $154 million in 2009, an increase of $21 million in owned, leased,
corporate housing, and other revenue net of direct expenses, and a $21 million increase in gains and other income. These
favorable variances were partially offset by $55 million of increased interest expense and an $11 million decrease in net
losses attributable to noncontrolling interest benefit. For more detailed information regarding the variances see the
preceding sections beginning with “Operating Income (Loss).”

In 2010, 27 percent of our managed properties paid incentive management fees to us versus 25 percent in 2009. In
addition, in 2010, 65 percent of our incentive fees were derived from properties outside of the continental United States
versus 67 percent in 2009,

See “Statistics” below for detailed information on Systemwide RevPAR and Company-operated RevPAR by segment,
region and brand.

Compared to 2009, worldwide comparable company-operated house profit margins in 2010 increased by 50 basis points
and worldwide comparable company-operated house profit per available room (“HP-PAR”) increased by 6.4 percent on a
constant U.S. dollar basis, reflecting the impact of tight cost controls in 2010 at properties in our system and increased
demand, partially offset by decreased average daily rates. North American company-operated house profit margins were
nearly unchanged as compared to 2009 while HP-PAR at those same properties increased by 3.8 percent reflecting
increased demand and tight cost controls at properties, partially offset by decreased average daily rates and lower
cancellation and attrition fees. International company-operated house profit margins increased by 120 basis points and
HP-PAR at those properties increased by 10.6 percent reflecting increased demand and continued tight property-level cost
controls.

2009 Compared to 2008

We added 254 properties (37,714 rooms) and 17 properties (3,476 rooms) exited the system in 2009. These figures do
not include residential or ExecuStay units. We also added five residential properties (568 units) in 2009.

Total segment financial results decreased by $1,162 million (100 percent) to $4 million in 2009 from $1,166 million in
2008, and total segment revenues decreased by $1,986 million to $10,831 million in 2009, a 15 percent decrease from total
segment revenues of $12,817 million in 2008. As discussed in more detail earlier in this report, demand was weaker in
2009 than 2008.

The decrease in revenues included a $1,152 million decrease in cost reimbursements revenue, which does not impact
operating income or net income attributable to Marriott. The results, compared to 2008, reflected $685 million of
Timeshare impairment charges ($614 million of which were reported in the “Timeshare strategy - impairment charges”
caption and $71 million of which we reported in the “Timeshare strategy - impairment charges (non-operating)” caption of
our Income Statements. See the “Timeshare strategy - impairment charges” section for more information on the
impairments), $157 million of lower incentive management fees, a $156 million decrease in combined 2009 base
management and franchise fees, $85 million of owned, leased, corporate housing, and other revenue net of direct expenses,
$63 million of lower equity joint venture results, $18 million of higher restructuring costs, a $13 million decrease in net
losses attributable to a noncontrolling interests benefit, a decrease of $9 million in gains and other income, and a decrease
of $6 million in Timeshare sales and services revenue net of direct expenses, partially offset by $30 million of decreased
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general, administrative, and other expenses. These decreases included $80 million in other charges (see Footnote No. 21,
“Restructuring Costs and Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K), with

$57 million recorded in general, administrative, and other expenses and $23 million recorded in Timeshare sales and
services revenue net of direct expenses.

The $156 million decrease in combined base management and franchise fees reflected lower demand and significantly
lower RevPAR in 2009. Incentive management fees decreased by $157 million and reflected lower property-level
operating revenues and margins associated with weak demand, somewhat offset by property-level cost controls. With
lower property-level operating income, many managed properties did not earn sufficient income to achieve owner priority
returns and, as a result, we earned no incentive fees from those properties. In 2009, 67 percent of our incentive fees were
derived from hotels outside North America versus 49 percent in 2008.

Compared to 2008, worldwide comparable company-operated house profit margins in 2009 decreased by 380 basis points
and worldwide comparable company-operated HP-PAR decreased by 25.7 percent on a constant U.S. dollar basis,
reflecting the impact of very tight cost control plans in 2009 at properties in our system, more than offset by the impact of
year-over-year RevPAR decreases. International company-operated house profit margins declined by 270 basis points, and
HP-PAR at our International managed properties decreased by 22.0 percent reflecting significant cost control plans at
properties, more than offset by the impact of decreased demand. North American company-operated house profit margins
declined by 440 basis points, and HP-PAR at our North American managed properties decreased by 27.7 percent also
reflecting significant cost control plans at properties, more than offset by the impact of decreased demand. HP-PAR at our
North American Limited-Service managed properties decreased by 28.7 percent, reflecting cost control plans at properties,
more than offset by the impact of decreased demand.

Lodging Development

We opened 154 properties, totaling 28,114 rooms, across our brands in 2010 and 31 properties (6,072 rooms) left the
system, not including residential products or ExecuStay. We also added three residential properties (442 units) and one
residential property (25 units) left the system. Highlights of the year included:

e  Converting 23 properties (3,660 rooms), or 13 percent of our gross room additions for the year, to one of our
brands including 11 properties joining our Autograph Collection brand. Twenty-two of the properties converted
were located in the United States;

¢  Opening approximately 28 percent of all the new rooms outside the United States;
e  Adding 102 properties (12,030 rooms) to our North American Limited-Service brands;

¢ Opening three new Marriott Vacation Club properties, one in Singer Island, Florida, one in Orlando, Florida,
and one in Kauai, Hawaii. We also opened one Ritz-Carlton Destination Club property in Vail, Colorado; and

e Opening our first EDITION hotel in Waikiki, Hawaii (353 rooms).

We currently have nearly 105,000 hotel rooms under construction, awaiting conversion, or approved for development in
our hotel development pipeline and we expect to add approximately 35,000 hotel rooms (gross) to our system in 2011.

We believe that we have access to sufficient financial resources to finance our growth, as well as to support our ongoing
operations and meet debt service and other cash requirements. Nonetheless, our ability to develop and update our brands
and the ability of hotel developers to build or acquire new Marriott-branded properties, both of which are important parts of
our growth plan, depend in part on capital access, availability and cost for other hotel developers and third-party owners.
These growth plans are subject to numerous risks and uncertainties, many of which are outside of our control. See the
“Forward-Looking Statements” and “Risks and Uncertainties” captions earlier in this report and the “Liquidity and Capital
Resources” caption later in this report.

Statistics

The following tables show occupancy, average daily rate, and RevPAR for comparable properties, for each of the brands
in our North American Full-Service and North American Limited-Service segments, for our International segment by
region, and the principal brand in our Luxury segment, The Ritz-Carlton. We have not presented statistics for company-
operated Fairfield Inn & Suites properties in these tables because the brand is predominantly franchised and we operate
very few properties, so such information would not be meaningful (identified as “nm” in the tables that follow).
Systemwide statistics include data from our franchised properties, in addition to our owned, leased, and managed
properties.
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The occupancy, average daily rate, and RevPAR statistics used throughout this report for 2010 include the 52 weeks from
January 2, 2010, through December 31, 2010, for 2009 include the 52 weeks from January 3, 2009, through
January 1, 2010, and for 2008 include the 53 weeks from December 29, 2007, through January 2, 2009 (except in each case,
for The Ritz-Carlton brand properties and properties located outside of the continental United States and Canada, which for
them includes the period from January 1 through December 31 for each year).
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Comparable Company-Operated Comparable Systemwide

North American Properties North American Properties
2010 Change vs. 2009 2010 Change vs. 2009

Marriott Hotels & Resorts

Occupancy . 69.1% 3.0% pts. 66.5% 3.5% pts.

Average Daily Rate $ 156.27 0.2% $ 143.06 -0.6%

RevPAR .. $ 107.98 4.7% $ 95.07 5.0%
Renaissance Hotels

Occupancy . 67.2% 1.9% pts. 67.2% 3.5% pts.

Average Daily Rate . $ 152.57 -0.3% $ 139.71 -1.0%

RevPAR ... $ 102.51 2.6% $ 93.82 4.4%
Composite North American Full-Service ©

Occupancy .. . 68.7% 2.8% pts. 66.6% 3.5% pts.

Average Daily Rate $ 155.60 0.1% $ 142.46 -0.6%

REVPAR ..ottt $ 106.95 4.3% $ 94.85 4.9%
The Ritz-Carlton North America

OCCUPANCY ...eceeenrrervrrirnerereisesesssssssisesssnssnsssesnes 67.6% 5.8% pts. 67.6% 5.8% pts.

Average Daily Rate $ 280.17 0.3% $ 280.17 0.3%

REVPAR ..ot $ 189.30 9.8% $ 189.30 9.8%
Composite North American Full-Service and Luxury ?

Occupancy 68.6% 3.1% pts. 66.6% 3.7% pts.

Average Daily Rate . $ 169.61 0.5% $ 151.98 -0.3%

RevPAR $ 116.36 5.3% $ 101.29 5.5%
Residence Inn

Occupancy 74.0% 4.7% pts. 75.3% 4.8% pts.

Average Daily Rate ......... . 3 113.52 -2.2% $ 112.06 -1.6%

RevPAR $ 84.06 4.4% $ 84.41 5.0%
Courtyard

Occupancy . . 64.3% 3.1% pts. 65.7% 3.1% pts.

Average Daily Rate $ 107.69 -1.9% $ 110.00 -1.0%

RevPAR $ 69.26 3.1% $ 72.27 4.0%
Fairfield Inn & Suites

Occupancy nm nm 63.1% 2.9% pts.

Average Daily Rate nm nm $ 84.54 -0.3%

RevPAR nm nm $ 53.33 4.6%
TownePlace Suites

Occupancy 65.5% 4.2% pts. 68.7% 6.1% pts.

Average Daily Rate ............ $ 73.94 -4.5% $ 80.02 -3.7%

RevPAR ... $ 48.47 2.1% $ 55.01 5.6%
SpringHill Suites

Occupancy 64.7% 3.4% pts. 65.7% 3.7% pts.

Average Daily Rate $ 96.04 -1.2% $ 97.32 2.2%

RevPAR ... $ 62.16 43% $ 63.91 3.6%
Composite North American Limited-Service ®

OCCUPANCY ..vcecvcmemmreerereesccniraresenns 67.1% 3.6% pts. 67.8% 3.8% pts.

Average Daily Rate $ 106.59 -2.0% $ 102.96 -1.4%

REVPAR  ..ooiiicceneniscencinenenennes $ 71.51 3.5% $ 69.85 4.4%
Composite North American ©

Occupancy .. . 68.0% 3.3% pts. 67.4% 3.7% pts.

Average Daily Rate $ 143.35 -0.4% 3 121.50 -0.9%

RevPAR $ 97.43 4.7% $ 81.87 4.9%

 Statistics are for the 52 weeks ended December 31, 2010, and January 1, 2010, except for The Ritz-Carlton for which the statistics are for the 12 months ended
December 31, 2010, and December 31, 2009. North American statistics represent properties located in the continental United States.

@ Marriott Hotels & Resorts includes JW Marriott properties.

® Composite North American Full-Service statistics include Marriott Hotels & Resorts and Renaissance Hotels properties.

® Composite North American Full-Service and Luxury includes Marriott Hotels & Resorts, Renaissance Hotels, and The Ritz-Carlton properties.

) Composite North American Limited-Service statistics include Residence Inn, Courtyard, Fairfield Inn & Suites, TownePlace Suites, and SpringHill Suites
properties.

® Composite North American statistics include Marriott Hotels & Resorts, Renaissance Hotels, Residence Inn, Courtyard, Fairfield Inn & Suites, TownePlace Suites,
SpringHill Suites, and The Ritz-Carlton properties.
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Comparable Company-Operated Comparable Systemwide

Properties Properties ©
2010 Change vs. 2009 2010 Change vs. 2009
Caribbean and Latin America
OCCUPANCY  oeverrrererncnenieirssisinisissis s ssssssasesensssanes 70.7% 4.1% pts. 67.9% 6.3% pts.
Average Daily Rate ......ccoovcivvcinninnericnvncnc e $ 178.59 -0.5% $ 161.09 0.3%
REVPAR ..o s $ 126.19 5.5% $ 109.45 10.6%
Continental Europe @
OCCUPANCY  .eovirimiieririiiimirines s snsanans 71.1% 4.0% pts. 69.9% 4.5% pts.
Average Daily Rate $ 161.63 1.6% $ 160.08 0.2%
RevPAR $ 114.92 7.6% $ 111.95 7.1%
United Kingdom @
OCCUPANCY  .ovieerrivnreniminirisnsissssssss s cbesenens 76.4% 3.1% pts. 75.9% 3.1% pts.
Average Daily Rate .....ccccvcvcuerrecccecimminmeenecccceesesnanes $ 159.27 3.3% $ 158.75 3.3%
REVPAR  ...omccccnimmnrceccninnisseasnssenssesenesrenns $ 121.68 7.8% $ 120.47 7.7%
- Middle East and Africa ®
OCCUPANCY  eovrimeimsircnrisisnisssteissrsssssssessssssssscasssies 70.5% 2.4% pts. 70.4% 2.7% pts.
Average Daily Rate ......cccooevirimvvcncrenccnnnccin v, $ 133.18 -5.9% $ 131.66 -6.0%
REVPAR ....vcicitrirncncisiisisenciessasmssssescncasasvssenses $ 93.86 -2.6% $ 92.74 2.3%
Asia Pacific @ ®
Occupancy 66.7% 11.7% pts. 67.2% 10.1% pts.
Average Daily Rate $ 125.88 1.7% $ 134.90 -1.0%
RevPAR ... $ 83.96 23.3% $ 90.71 16.5%
Regional Composite > ©®
Occupancy 71.1% 5.8% pts. 70.1% 5.9% pts.
Average Daily Rate $ 151.19 0.2% $ 151.12 -0.3%
RevPAR $ 107.47 9.1% $ 106.01 8.9%
International Luxury ©
OCCUPANCY  eevenereecreriseniesereniesssisiessessesssnnsassesnssenes 64.0% 6.0% pts. 64.0% 6.0% pts.
Average Daily Rate .......ccoecmmrrcvcieinsncenecinssnens $ 310.46 0.4% $ 310.46 0.4%
REVPAR ..ottt reini e cassanes $ 198.82 10.7% $ 198.82 10.7%
Total International @
OCCUPANCY  ..cvverrreeererevnereresersmssessrsensnssssssesssenssssnens 70.3% 5.8% pts. 69.6% 5.9% pts.
Average Daily Rate ..o s $ 166.93 0.3% $ 164.24 -0.2%
REVPAR .ttt stcsenenmeecscaenssssnnssssnsenses $ 117.38 9.4% $ 114.31 9.2%

® We report financial results for all properties on a period-end basis, but report statistics for properties located outside the continental United States and
Canada on a month-end basis. The statistics are for January 1 through December 31. For the properties located in countries that use currencies other than
the U.S. dollar, the comparison to 2009 was on a constant U.S. dollar basis.

@ Regional information includes Marriott Hotels & Resorts, Renaissance Hotels, and Courtyard properties located outside of the continental United States and
Canada.

® Excludes Hawaii.

“ Includes Hawaii.

®) Regional Composite statistics include all properties located outside of the continental United States and Canada for Marriott Hotels & Resorts, Renaissance
Hotels, and Courtyard brands.

® Includes The Ritz-Carlton properties located outside of the continental United States and Canada and Bulgari Hotels & Resorts properties.

™ Total International includes Regional Composite statistics and statistics for The Ritz-Carlton International and Bulgari Hotels & Resorts brands.
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Composite Luxury @

Comparable Company-Operated

Comparable Systemwide

Occupancy .

Average Daily Rate
RevPAR .

Total Worldwide ©
Occupancy

Average Daily Rate
RevPAR ...

Properties ¥ Properties
2010 Change vs. 2009 2010 Change vs. 2009
66.1% 5.9% pts. 66.1% 5.9% pts.
$ 292.11 0.4% $ 292.11 0.4%
$ 193.17 10.2% $ 193.17 10.2%
68.7% 4.1% pts. 67.8% 4.1% pts.
$ 15046 0.0% $ 128.82 -0.6%
$ 103.30 6.3% $ 87.28 5.8%

) We report financial results for all properties on a period-end basis, but report statistics for properties located outside the continental United States and Canada
on a month-end basis. For the properties located in countries that use currencies other than the U.S. dollar, the comparison to 2009 was on a constant

U.S. dollar basis.

@ Composite Luxury includes worldwide properties for The Ritz-Carlton and Bulgari Hotels & Resorts brands.

® Total Worldwide statistics include properties worldwide for Marriott Hotels & Resorts, Renaissance Hotels, Residence Inn, Courtyard, Fairfield Inn
& Suites, TownePlace Suites, SpringHill Suites, The Ritz-Carlton and Bulgari Hotels & Resorts brands. Statistics for properties located in the continental
United States (except for The Ritz-Carlton) represent the fifty-two weeks ended December 31, 2010 and January 1, 2010. Statistics for The Ritz-Carlton
brand properties and properties located outside of the continental United States represent the 12 months ended December 31, 2010, and December 31, 2009.
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Marriott Hotels & Resorts @
Occupancy ... .
Average Daily Rate ..o
RevPAR

Renaissance Hotels
Occupancy
Average Daily Rate
RevPAR e e

Composite North American Full-Service ®
Occupancy .........
Average Daily Rate RN
RevPAR ...

The Ritz-Carlton North America
Occupancy ettt b et ettt b eaenenene
Average Daily Rate
RevPAR .

Composite North American Full-Service
and Luxury
Occupancy
Average Daily Rate
RevPAR ..

Residence Inn
OCCUPANCY .eveovevrmreriescicecnreneneeeeseneaeneseee e senenenens
Average Daily Rate .......cccocevvevenreeneveeceneecenenenns
RevPAR

Courtyard
Occupancy ...
Average Daily Rate
RevPAR ...

Fairfield Inn & Suites
Occupancy ...
Average Daily Rate
RevPAR .

TownePlace Suites
Occupancy rereeere e saaes
Average Daily Rate ........
ReVPAR ..o s

SpringHill Suites
Occupancy ......
Average Daily Rate .
REVPAR .ot ceneseseeaccensans srvenene

®)

Composite North American Limited-Service
Occupancy . .
Average Daily Rate .....cccocoveviiieiicinncrcneeeecceenee e
RevPAR

Composite North American ©
Occupancy
Average Daily Rate
RevPAR

Comparable Company-Operated
North American Properties

Comparable Systemwide
North American Properties ¥

2009 ge vs. 2008 2009 Change vs. 2008
66.3% -4.3% pts. 63.4% -4.6% pts.

$ 157.81 -11.8% $ 145.16 -11.6%

$ 104.60 -17.2% $ 92.09 -17.5%
65.3% -4.2% pts. 63.8% -4.3% pts.

$ 153.71 -10.7% $ 140.75 -10.9%

$ 100.42 -16.1% $ 89.75 -16.5%
66.1% -4.3% pts. 63.5% -4.5% pts.

$ 157.10 -11.6% 3 144.42 -11.5%

$ 103.87 -17.0% $ 91.70 -17.3%
61.5% -6.5% pts. 61.5% -6.5% pts.

$ 280.76 -14.9% $ 280.76 -14.9%

$ 172.61 -23.1% $ 172.61 -23.1%
65.7% -4.5% pts. 63.4% -4.6% pts.

$ 167.93 -12.2% $ 151.75 -11.9%

$ 110.30 -17.8% $ 96.18 -17.9%
69.5% -5.3% pts. 70.7% -4.5% pts.

$ 114.27 -10.0% $ 113.86 -9.2%

$ 79.38 -16.4% $ 80.48 -14.6%
61.2% -5.8% pts. 62.8% -5.1% pts.

$ 109.78 -14.2% $ 111.20 -11.7%

$ 67.15 21.7% $ 69.87 -18.3%
nm nm 60.8% -5.4% pts.

nm nm $ 84.62 -8.1%

nm nm $ 51.41 -15.6%
61.3% -7.4% pts. 62.8% -5.9% pts.

$ 77.40 -11.5% $ 81.60 -9.2%

$ 47.45 -21.1% $ 51.24 -16.9%
61.3% -6.9% pts. 62.7% -5.2% pts.

$ 97.32 -11.0% $ 98.97 -9.2%

$ 59.63 -20.0% $ 62.01 -16.1%
63.5% -5.8% pts. 64.5% -5.1% pts.

$ 108.33 -12.7% $ 104.55 -10.0%

$ 68.83 -20.0% $ 67.40 -16.6%
64.8% -5.1% pts. 64.0% -4.9% pts.

$ 142.86 -12.2% $ 122.71 -10.9%

$ 92.52 -18.5% $ 78.59 -17.2%

@) Statistics are for the fifty-two weeks and the fifty-three weeks ended January 1, 2010, and January 2, 2009, respectively, except for The Ritz-Carlton for which
the statistics are for the 12 months ended December 31, 2009, and December 31, 2008. North American statistics represent properties located in the

continental United States.
@ Marriott Hotels & Resorts includes JW Marriott properties.

@ Composite North American Full-Service statistics include Marriott Hotels & Resorts and Renaissance Hotels properties.
® Composite North American Full-Service and Luxury includes Marriott Hotels & Resorts, Renaissance Hotels, and The Ritz-Carlton properties.

©) Composite North American Limited-Service statistics include Residence Inn, Courtyard, Fairfield Inn & Suites, TownePlace Suites, and SpringHill Suites

properties.

© Composite North American statistics include Marriott Hotels & Resorts, Renaissance Hotels, Residence Inn, Courtyard, Fairfield Inn & Suites, TownePlace

Suites, SpringHill Suites, and The Ritz-Carlton properties.
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Caribbean and Latin America ®

Occupancy ...

Average Daily Rate ...

RevPAR ......

Continental Europe @

Occupancy .....coeceeereins

Average Daily Rate ..o,

RevPAR

United Kingdom @
Occupancy .........

Average Daily Rate

RevPAR

Middle East and Africa ®
Occupancy ..

Average Daily Rate
RevPAR ...

Asia Pacific @

Occupancy .......

Average Daily Rate ...

RevPAR

Regional Composite
Occupancy

Average Daily Rate .....

RevPAR ...

International Luxury ©
Occupancy .....

Average Daily Rate

RevPAR .

Total International

Occupancy

Average Daily Rate ...
RevPAR ...

Comparable Company-Operated

Comparable Systemwide

Properties Properties
2009 Change vs. 2008 2009 Change vs. 2008
67.0% -7.6% pts. 63.6% -6.9% pts.
$ 175.43 -10.8% $ 158.85 -10.8%
$ 117.59 -19.8% $ 101.02 -19.6%
66.9% -3.3% pts. 65.3% -4.0% pts.
$ 161.17 -11.9% $ 162.33 -11.8%
$ 107.83 -16.0% $ 106.00 -16.9%
72.5% -3.0% pts. 72.0% -3.0% pts.
$ 139.81 -7.5% $ 139.01 -7.6%
$ 101.41 -11.1% $ 100.03 -11.3%
68.6% -9.1% pts. 68.6% -9.1% pts.
$ 137.31 -8.1% $ 137.31 -8.1%
$ 94.21 -18.9% $ 94.21 -18.9%
63.6% -4.5% pts. 64.1% -5.1% pts.
$ 127.12 -15.5% $ 136.15 -12.9%
$ 80.80 21.1% $ 87.33 -19.3%
67.3% -4.6% pts. 66.1% -4.9% pts.
$ 149.15 -11.4% $ 149.93 -11.0%
$ 100.44 -17.1% $ 99.11 -17.2%
56.8% -7.2% pts. 56.8% -7.2% pts.
$ 317.16 -12.2% $ 317.16 -12.2%
$ 179.99 -22.1% $ 179.99 -22.1%
66.3% -49% pts. 65.3% 5.1% pts.
$ 163.64 -11.9% $ 161.89 -11.5%
$ 108.45 -18.0% $ 105.78 -17.9%

O We report financial results for all properties on a period-end basis, but report statistics for properties located outside the continental United States and
Canada on a month-end basis. The statistics are for January 1 through December 31. For the properties located in countries that use currencies other than
the U.S. dollar, the comparison to 2008 was on a constant U.S. dollar basis.

@ Regional information includes Marriott Hotels & Resorts, Renaissance Hotels, and Courtyard properties located outside of the continental United States and

Canada.
® Excludes Hawaii.
® Includes Hawaii.

©) Regional Composite statistics include all properties located outside of the continental United States and Canada for Marriott Hotels & Resorts, Renaissance

Hotels, and Courtyard brands.

® Includes The Ritz-Carlton properties located outside of the continental United States and Canada and Bulgari Hotels & Resorts properties.
@ Total International includes Regional Composite statistics and statistics for The Ritz-Carlton International and Bulgari Hotels & Resorts brands.
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Comparable Company-Operated Comparable Systemwide

Properties Properties
2009 Change vs. 2008 2009 Change vs. 2008
Composite Luxury ?
OCCUPANCY c.vovrvrrcrriteere sttt rre e nenes 59.5% -6.83% pts. 59.5% -6.8% pts.
Average Daily Rate ........cccocemmennicicnnnnccceceenns $ 295.11 -13.8% $ 295.11 -13.8%
REVPAR ..ottt enrese et enenenes $ 175.66 -22.7% $ 175.66 -22.7%
Total Worldwide ©
Occupancy rereeeet ettt e e aeeaes 65.2% -5.0% pts. 64.2% -4.9% pts.
Average Daily Rate .......coovvvvninnicvcnninnencnenns $ 148.61 -12.1% $ 128.92 -10.9%
ReVPAR oo $ 96.86 -18.3% $ 82.83 -17.3%

() We report financial results for all properties on a period-end basis, but report statistics for properties located outside the continental United States and Canada
on a month-end basis. For the properties located in countries that use currencies other than the U.S. dollar, the comparison to 2008 was on a constant
U.S. dollar basis.

@ Composite Luxury includes worldwide properties for The Ritz-Carlton and Bulgari Hotels & Resorts brands.

@ Total Worldwide statistics include properties worldwide for Marriott Hotels & Resorts, Renaissance Hotels, Residence Inn, Courtyard, Fairfield Inn & Suites,
TownePlace Suites, SpringHill Suites, The Ritz-Carlton and Bulgari Hotels & Resorts brands. Statistics for properties located in the continental United
States and Canada (except for The Ritz-Carlton) represent the fifty-two and fifty-three weeks ended January 1, 2010, and January 2, 2009, respectively.
Statistics for all The Ritz-Carlton brand properties and properties located outside of the continental United States and Canada represent the 12 months ended
December 31, 2009, and December 31, 2008.

North American Full-Service Lodging includes Marriott Hotels & Resorts, JW Marriott, Renaissance Hotels, and
Autograph Collection.

Annual Change
(8 in millions) 2010 2009 2008 2010/2009 2009/2008
SEgMENt TEVENUES ....vuvevereerrrrerecisaeessesennes $ 5,108 $ 4,348 $ 5,631 5% -14%
Segment results $ 318 $ 272 $ 419 17% -35%

2010 Compared to 2009

In 2010, across our North American Full-Service Lodging segment we added 20 properties (7,591 rooms) and
5 properties (1,541 rooms) left the system.

In 2010, RevPAR for comparable company-operated North American Full-Service properties increased by 4.3 percent to
$106.95, occupancy for these properties increased by 2.8 percentage points to 68.7 percent, and average daily rates
increased by 0.1 percent to $155.60.

The $46 million increase in segment results, compared to 2009, primarily reflected $21 million of higher base
management and franchise fees, $10 million of higher incentive management fees, $7 million of lower general,
administrative, and other expenses, and $7 million of higher owned, leased, and other revenue net of direct expenses.

The $21 million of higher base management and franchise fees primarily reflected increased RevPAR and unit growth as
well as franchise fees from new properties added to the Autograph Collection. The $10 million increase in incentive
management fees was largely due to higher property-level revenue and continued tight property-level cost controls
favorably impacting house profit margins.

The $7 million increase in owned, leased, and other revenue net of direct expenses is primarily due to stronger results
driven by higher RevPAR and property-level margins.

The $7 million decrease in general, administrative, and other expenses primarily reflected favorable variances from an
$8 million impairment charge related to the write-off of contract acquisition costs for one property, a $7 million charge for
a security deposit, both of which we deemed unrecoverable in 2009, and a $3 million reversal of a completion guarantee
accrual because we satisfied the related guarantee release requirements in 2010. These favorable variances were partially
offset by $7 million in net 2010 other cost increases, primarily reflecting incentive compensation, as well as a $4 million
contract acquisition cost impairment charge recorded in the 2010 fourth quarter because we expect that a management
agreement associated with one property will likely be terminated early in 2011 in conjunction with a change in property
ownership.

Cost reimbursements revenue and expenses associated with our North American Full-Service Lodging segment
properties totaled $4,575 million in 2010, compared to $4,322 million in 2009.
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2009 Compared to 2008

In 2009, across our North American Full-Service Lodging segment, we added 11 properties (3,645 rooms) and
3 properties (800 rooms) left the system.

In 2009, RevPAR for comparable company-operated North American Full-Service properties decreased by 17.0 percent
to $103.87, occupancy decreased by 4.3 percentage points to 66.1 percent, and average daily rates decreased by
11.6 percent to $157.10.

The $147 million decrease in segment results, compared to 2008, primarily reflected a $71 million decrease in incentive
management fees, a $60 million decrease in base management and franchise fees, a $15 million decrease in owned, leased,
and other revenue net of direct expenses, and a $3 million increase in general, administrative, and other expenses, partially
offset by a $4 million increase in gains and other income.

The $71 million decrease in incentive management fees was largely due to lower property-level revenue and margins in
2009 compared to 2008, a result of weak demand, partially offset by property-level cost controls. Fifty-one properties paid
incentive fees in 2009 compared to 101 in 2008. The $60 million decrease in base management and franchise fees was
primarily driven by lower RevPAR.

Owned, leased, and other revenue, net of direct expenses, decreased $15 million and primarily reflected $18 million of
net losses in 2009 associated with several properties with weak demand, partially offset by a favorable variance of
$3 million related to a property that was being renovated, and as a result was not operating at full capacity during 2008.

The $4 million increase in gains and other income primarily reflected a favorable variance associated with one property
that was sold for a loss in the 2008 period.

The $3 million decrease in general, administrative, and other expenses primarily reflected an $8 million impairment
charge related to the write-off of contract acquisition costs for one property and a $7 million impairment charge related to a
security deposit, both of which we deemed unrecoverable in 2009 (see Footnote No. 21, “Restructuring Costs and Other
Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K for more information), which were mostly offset
by $12 million in cost reductions.

Cost reimbursements revenue and expenses associated with our North American Full-Service segment properties totaled
$4,322 million in 2009, compared to $4,951 million in 2008.

North American Limited-Service Lodging includes Courtyard, Fairfield Inn & Suites, SpringHill Suites, Residence
Inn, TownePlace Suites, and Marriott ExecuStay.

Annual Change
(8 in millions) 2010 2009 2008 2010/2009 2009/2008
SegMeNnt FEVENUES ..c.cceceeeurereeererrmreerecuens $ 2,149 $ 1,986 $ 2233 8% -11%
Segment 1SS ...c.eveerereeuereireenecnes 3 298 $ 265 $ 395 12% -33%

2010 Compared to 2009

In 2010, across our North American Limited-Service Lodging segment, we added 102 properties (12,030 rooms) and
15 properties (1,556 rooms) left the system. The majority of the properties that left the system were Residence Inn
properties of poor quality.

In 2010, RevPAR for comparable company-operated North American Limited-Service properties increased by
3.5 percent to $71.51, occupancy for these properties increased by 3.6 percentage points to 67.1 percent, and average daily
rates decreased by 2.0 percent to $106.59.

The $33 million increase in segment results, compared to 2009, primarily reflected $33 million of higher base
management and franchise fees, $8 million of lower general, administrative, and other expenses, and $2 million of higher
incentive management fees, partially offset by $4 million of increased joint venture equity losses, $4 million of lower
owned, leased, corporate housing, and other revenue net of direct expenses, and $2 million of lower gains and other
income.

The $33 million of higher base management and franchise fees primarily reflected higher RevPAR and new unit growth.

The $2 million increase in incentive management fees was due to higher property-level revenue and continued tight
property-level cost controls favorably impacting house profit margins.
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The $8 million decrease in general, administrative, and other expenses primarily reflected a favorable variance from a net
$31 million impairment charge recorded in 2009 related to two security deposits that we deemed unrecoverable due, in part,
to our decision not to fund certain cash flow shortfalls, partially offset by a $14 million long-lived asset impairment charge
in 2010 and $9 million of other cost increases primarily driven by higher incentive compensation. See Footnote No. 8,
“Property and Equipment,” of the Notes to our Financial Statements for more information on the impairment charge
recorded in 2010.

The $4 million increase in joint venture equity losses primarily reflected an impairment charge associated with one joint
venture. The $2 million decrease in gains and other income reflected the lack of dividends from one joint venture due to a
decline in available cash flow.

The $4 million decrease in owned, leased, corporate housing, and other revenue net of direct expenses primarily reflected
lower revenue and property-level margins associated with weaker demand at certain leased properties.

Cost reimbursements revenue and expenses associated with our North American Limited-Service Lodging segment
properties totaled $1,547 million in 2010, compared to $1,419 million in 2009.

2009 Compared to 2008

In 2009, across our North American Limited-Service Lodging segment, we added 207 properties (24,346 rooms) and
4 properties (588 rooms) left the system. The properties that left the system were mainly franchised hotels associated with
our Fairfield Inn & Suites brand.

In 2009, RevPAR for comparable company-operated North American Limited-Service properties decreased by
20.0 percent to $68.83, occupancy for these properties decreased by 5.8 percentage points to 63.5 percent, and average
daily rates decreased by 12.7 percent to $108.33.

The $130 million decrease in segment results, compared to 2008, reflected $59 million of lower base management and
franchise fees, $35 million of lower incentive management fees, $17 million of lower owned, leased, corporate housing,
and other revenue net of direct expenses, $9 million of lower joint venture equity earnings, $6 million of lower gains and
other income, and $4 million of higher general, administrative, and other expenses.

The $59 million decrease in base management and franchise fees was largely due to lower demand and significantly
lower RevPAR, partially offset by new unit growth. The $35 million decrease in incentive management fees was largely
due to lower property-level revenue and margins resulting from weak demand, partially offset by property-level cost
controls. Twenty-three properties paid incentive fees in 2009, compared to 256 in 2008.

The $17 million decrease in owned, leased, corporate housing, and other revenue net of direct expenses primarily
reflected $11 million in lower revenue and property-level margins associated with weaker demand at certain leased
properties and $6 million of lower property-level margins associated with our corporate housing business. The $9 million
decrease in joint venture equity earnings primarily reflected equity losses at one of our joint ventures as the related
properties experienced weak demand.

The $4 million increase in general, administrative, and other expenses primarily reflected a $42 million impairment
charge related to two security deposits that we deemed unrecoverable in 2009 due, in part, to our decision not to fund
certain cash flow shortfalls, mostly offset by a $15 million accrual in 2008 for the expected funding of those cash flow
shortfalls and an $11 million reversal in 2009 of the remaining balance of that 2008 accrual due to the decision to no longer
fund those cash flow shortfalls (see Footnote No. 21, “Restructuring Costs and Other Charges,” of the Notes to the
Financial Statements in our 2009 Form 10-K for more information). The net increase of $16 million associated with the
2008 accrual and 2009 impairment charge was partially offset by an $11 million decrease in general, administrative, and
other expenses, primarily reflecting cost reductions that were part of our cost containment efforts.

The $6 million decrease in gains and other income reflected the lack of dividend distributions in the current year from
one joint venture, which had a decline in available cash flow as a result of the weak demand environment.

Cost reimbursements revenue and expenses associated with our North American Limited-Service segment properties
totaled $1,419 million in 2009, compared to $1,541 million in 2008.
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International Lodging includes Marriott Hotels & Resorts, JW Marriott, Renaissance Hotels, Courtyard, Fairfield Inn
& Suites, Residence Inn, and Marriott Executive Apartments located outside the continental United States and Canada.

Annual Change
(8 in millions) 2010 2009 2008 2010/2009 2009/2008
Segment revenues $ 1,245 $ 1,145 $ 1,544 9% -26%
Segment reSUMS ....oovivevececinmrriiccieccnnns $ 169 $ 129 $ 246 31% -48%

2010 Compared to 2009

In 2010, across our International Lodging segment we added 27 properties (7,600 rooms) and 10 properties
(2,626 rooms) left the system, largely due to quality issues.

In 2010, RevPAR for comparable company-operated international properties increased by 9.4 percent to
$117.38, occupancy for these properties increased by 5.8 percentage points to 70.3 percent, and average daily rates
increased by 0.3 percent to $166.93. Comparable company-operated RevPAR improved significantly in China, Brazil and
Germany and, to a lesser extent, in France and the United Kingdom, while the United Arab Emirates experienced RevPAR
declines.

The $40 million increase in segment results in 2010, compared to 2009, primarily reflected a $13 million increase in
incentive management fees, a $9 million increase in base management and franchise fees, a $6 million increase in owned,
leased, and other revenue net of direct expenses, a $5 million increase in gains and other income, a $4 million decrease in
joint venture equity losses, and a $2 million decrease in restructuring costs.

The $13 million increase in incentive management fees was largely due to higher property-level revenue and continued
tight property-level cost controls that favorably impacted house profit margins, and to a lesser extent new unit growth. The
$9 million increase in base management and franchise fees primarily reflected stronger RevPAR and new unit growth,
partially offset by increased currency exchange losses.

The $6 million increase in owned, leased, and other revenue net of direct expenses primarily reflected $11 million of
stronger results at some owned and leased properties, and $7 million of higher termination fees partially offset by
$12 million of additional rent expense associated with one property.

The $5 million increase in gains and other income primarily reflected a favorable variance associated with a net gain
associated with the sale of two properties in 2010.

The $4 million decrease in joint venture equity losses primarily reflected increased earnings at our joint ventures,
resulting from stronger property-level performance, and a favorable variance from a $3 million impairment charge recorded
for one joint venture in 2009.

The $2 million decrease in restructuring costs primarily reflects a favorable variance from a $2 million severance and
fringe benefit charge recorded in 2009 during our restructuring efforts. See Footnote No. 19, “Restructuring Costs and
Other Charges,” of the Notes to our Financial Statements for more information.

Cost reimbursements revenue and expenses associated with our International Lodging segment properties totaled
$581 million in 2010, compared to $529 million in 2009.

2009 Compared to 2008

In 2009, across our International Lodging segment, we added 30 properties (8 734 rooms) and 8 properties (1,714 rooms)
left the system, largely due to quality issues.

In 2009, RevPAR for comparable company-operated international properties decreased by 18.0 percent to
$108.45, occupancy for these properties decreased by 4.9 percentage points to 66.3 percent, and average daily rates
decreased by 11.9 percent to $163.64. RevPAR declined in most markets around the world.

The $117 million decrease in segment results in 2009, compared to 2008, primarily reflected a $45 million decrease in
incentive management fees, a $40 million decrease in owned, leased, and other revenue net of direct expenses, a
$25 million decrease in base management and franchise fees, an $8 million decrease in gains and other income, a decrease
of $9 million in joint venture equity earnings, and $2 million in restructuring costs, partially offset by an $11 million
decrease in general, administrative, and other expenses.
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The $45 million decrease in incentive management fees was largely due to lower property-level margins, driven by weak
demand and, to a lesser extent, unfavorable currency exchange rates compared to 2008, partially offset by property-level
cost controls. The $25 million decrease in base management and franchise fees was driven mainly by lower RevPAR,
impacted by weak demand and, to a lesser extent, unfavorable currency exchange rates, somewhat offset by the impact of
new room additions.

The $40 million decrease in owned, leased, and other revenue net of direct expenses primarily reflected $23 million of
weaker results, driven by weak demand and lower RevPAR at some owned and leased properties, $13 million of lower
termination fees, and $3 million of lower income reflecting conversions from leased properties to managed properties.

The $8 million decrease in gains and other income reflected miscellaneous gain activity in 2008 that did not occur in
2009. Restructuring costs totaling $2 million reflected severance and fringe benefit costs. See Footnote No. 21,
“Restructuring Costs and Other Charges,” of the Notes to our 2009 Form 10-K for more information.

The $9 million decrease in joint venture equity earnings was primarily driven by a $3 million impairment charge and
$12 million in lower equity results at three joint ventures primarily reflecting lower demand. See Footnote No. 21,
“Restructuring Costs and Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K for more
information on the joint venture impairment. The decrease also reflected an $11 million unfavorable impact in 2008
associated with tax law changes in a country in which two joint ventures operate, partially offset by a $5 million favorable
impact associated with insurance proceeds received by one of those same joint ventures in 2008.

The $11 million decrease in general, administrative, and other expenses reflected $15 million in cost reductions due to
our cost containment efforts, partially offset by $3 million in guarantee reserves for two properties. See Footnote No. 21,
“Restructuring Costs and Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K for more
information.

Cost reimbursements revenue and expenses associated with our International segment properties totaled $529 million in
2009, compared to $707 million in 2008.

Luxury Lodging includes The Ritz-Carlton, Bulgari Hotels & Resorts, and EDITION worldwide.

Annual Change
(8 in millions) 2010 2009 2008 2010/2009 2009/2008
SegMENt FEVENUES ..vecernremrrervecnremniiiiiens $ 1,563 $ 1,413 $ 1,659 11% -15%
Segment 1eSUltS .....ceevereuenneeneeecenne $ 77 $ 17 $ 78 353% -78%

2010 Compared to 2009

In 2010, across our Luxury Lodging segment we added 3 properties (763 rooms) and 1 property (349 rooms) left the
system becoming an Autograph hotel. In 2010, we also added 3 residential products (441 units) and 1 product (25 units)
left the system.

Compared to 2009, RevPAR for comparable company-operated luxury properties increased by 10.2 percent to $193.17,
occupancy for these properties increased by 5.9 percentage points to 66.1 percent, and average daily rates increased by
0.4 percent to $292.11. While Luxury Lodging was particularly hurt by weak demand associated with the financial services
industry and other corporate group business in 2009, that business improved in 2010.

The $60 million increase in segment results, compared to 2009, reflected a $30 million decrease in joint venture equity
losses, $12 million of higher owned, leased, and other revenue net of direct expenses, $8 million of decreased general,
administrative, and other expenses, a $7 million increase in base management fees, and a $3 million increase in incentive
management fees.

The $30 million decrease in joint venture equity losses primarily reflected a favorable variance from a $30 million
impairment charge recorded in 2009 associated with a joint venture investment that we determined to be fully impaired.

The $12 million of higher owned, leased, and other revenue net of direct expenses primarily reflected a $6 million
favorable variance from improved operating performance at three properties, as well as $4 million of higher branding fees
primarily from one property, and $2 million of termination fees net of property closing costs, all in 2010.

The $8 million decrease in general, administrative, and other expenses primarily reflected a $5 million reversal in 2010 of
a completion guarantee accrual for which we satisfied the related requirements and a $4 million favorable variance from
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bad debt expense recorded in 2009 on an accounts receivable balance we deemed uncollectible partially offset by
$1 million in other net 2010 cost increases primarily reflecting incentive compensation.

The $7 million increase in base management fees was largely driven by RevPAR growth associated with stronger
demand and, to a lesser extent, new unit growth. The $3 million increase in incentive management fees primarily reflected
fees earned and due from one property in 2010 that were calculated based on prior periods’ results.

Cost reimbursements revenue and expenses associated with our Luxury Lodging segment properties totaled $1,261
million in 2010, compared to $1,143 million in 2009.

2009 Compared to 2008

In 2009, across our Luxury Lodging segment, we added 5 properties (916 rooms) and 1 property (374 rooms) left the
system. In addition, we added 3 residential products (453 units) in 2009.

In 2009, RevPAR for comparable company-operated luxury properties decreased by 22.7 percent to $175.66, occupancy
for these properties decreased by 6.8 percentage points to 59.5 percent, and average daily rates decreased by 13.8 percent to
$295.11. Luxury Lodging was particularly hurt by weak demand associated with the financial services industry and other
corporate group business.

The $61 million decrease in segment results, compared to 2008, reflected a $20 million decrease in joint venture equity
earnings, a $17 million decrease in base management fees, $13 million of lower owned, leased, and other revenue net of
direct expenses, a $6 million decrease in incentive management fees, and §5 million of increased general, administrative,
and other expenses.

The $20 million decrease in joint venture equity earnings primarily reflected a $30 million impairment charge in 2009
associated with a joint venture investment that we determined to be fully impaired, partially offset by a $9 million
impairment charge associated with a joint venture investment that we determined to be fully impaired in 2008 (see Footnote
No. 21, “Restructuring Costs and Other Charges,” of the Notes to the Financial Statements in our 2009 Form 10-K for more
information).

The $17 million decrease in base management fees was largely driven by RevPAR declines associated with weaker
demand. The $6 million decrease in incentive management fees was largely due to lower property-level revenue and
margins in 2009 compared to 2008, a result of weak demand, partially offset by property-level cost controls and new unit
growth.

The $13 million decrease in owned, leased, and other revenue net of direct expenses primarily reflected $5 million of
lower results at three properties driven by weak demand and the resulting RevPAR declines in 2009 and $6 million of lower
residential branding fees.

The $5 million increase in general, administrative, and other expenses in 2009 reflected $4 million in bad debt expense
related to an accounts receivable balance we deemed to be uncollectible, $5 million of expenses primarily related to write-
offs of other assets that we deemed non-recoverable, $3 million in start-up costs related to a new brand, and a $2 million
performance cure payment for one property, partially offset by $9 million in cost reductions related to our cost containment
efforts.

Cost reimbursements revenue and expenses associated with our Luxury segment properties totaled $1,143 million in
2009, compared to $1,350 million in 2008.
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Timeshare includes our Marriott Vacation Club, The Ritz-Carlton Club and Residences, and Grand Residences by
Marriott brands worldwide.

Annual Change
(8 in millions) 2010 2009 2008 2010/2009 2009/2008
Segment Revenues
Base fee revenue . . $ 50 $ 47 $ 42
Sales and services revenue
Development  ......... . 626 626 953
SEIVICES  .verrreirerecrrnientreerecetsee e censnenas . 351 330 336
Financing revenue
Interest income non-securitized NOtES .....oevucecrcecncne 40 46 68
Interest income-securitized notes 147 0 0
Other financing revenue . 7 67 12
Total financing revenue ... . . 194 113 80
Other revenue ....... 50 54 54
Total sales and SEIVICES TEVENMUE ......ooveeeeverermmerereeeeerererernens 1,221 1,123 1,423
Cost reimbursements ........cocveevvrerecverennnnene 275 269 285
SEGMENE TEVENULS ..vreecverivrinieriricrevennsisesenracsesessesessmsssssens $ 1,546 $ 1,439 $ 1,750 7% -18%
Segment Results
Base fee revenue $ 50 $ 47 $ 42
Timeshare sales and services, net . R 199 83 89
Timeshare strategy - impairment charges (operating) .......... 0 (614) 0
Restructuring CostS ....ocuvevvrrecermmmrenereerensrinnenes 0 45) (28)
Joint venture equity (l0sses) €arnings ......ccoeveeeeeervemniccenene ) (12) 11
Gains and other iNCOME ......cccovervrvrirevennnn. 20 2 0
Net losses attributable to noncontrolling interests ................ 0 11 25
General, administrative, and other eXpense ........coceeeveiene (85) (80) (111)
Timeshare strategy - impairment charges (non-operating) ... 0 (71) 0
Interest expense (55) 0 0
Segment results $ 121 $  (679) $ 28 118% -2,525%
Contract Sales
Timeshare rererere et ans $ 651 $ 685 $ 1,081
Fractional .........ocoecevernereccnnninniienne. 28 28 35
Residential 9 8 10
Total company 688 721 1,126
TIMEShare .......coeveommmrmreeeveccnrnsiniericnnnn. 0 0 0
Fractional .......oooeeceevevevricenercrneinmiicssssine s 5 21 (6)
Residential . . ®) 35) (44)
Total joint venture . 3) (56) (50)
Total Timeshare segment contract sales ......cocovereecececnnes $ 685 $ 665 $ 1,076 3% -38%
2010 Compared to 2009

Timeshare segment contract sales, including sales made by our timeshare joint venture projects, represent sales of
timeshare interval, fractional ownership, and residential ownership products before the adjustment for percentage-of-
completion accounting. Timeshare segment contract sales increased by $20 million to $685 million in 2010 from
$665 million in 2009 primarily reflecting a $28 million increase in residential contract sales and a $26 million increase in
fractional contract sales, mostly offset by a $34 million decrease in timeshare contract sales. Sales of timeshare intervals
were hurt by tough comparisons driven by sales promotions begun in 2009. Residential and fractional contract sales
benefited from a net $63 million decrease in cancellation allowances we recorded in anticipation that a portion of contract
revenue previously recorded for certain residential and fractional projects will not be realized due to contract cancellations
prior to closing.

The $107 million increase in Timeshare segment revenues to $1,546 million from $1,439 million in 2009 primarily
reflected a $98 million increase in Timeshare sales and services revenue, a $6 million increase in cost reimbursements
revenue, and a $3 million increase in base management fees. The increase in Timeshare sales and services revenue,
compared to 2009, primarily reflected higher financing revenue due to higher interest income associated with the impact of
the new Transfers of Financial Assets and Consolidation standards and, to a lesser extent, higher services revenue reflecting
increased rental occupancies and rates. These favorable impacts were partially offset by lower development revenue
reflecting lower sales volumes primarily due to tough comparisons driven by sales promotions begun in 2009, and a
$20 million increase in reserves (we now reserve for 100 percent of notes that are in default in addition to the reserve we
record on notes