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634

�
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�

Amortization of share based compensation

1,754

639

3,213

639

Other expenses (5)

�

581

�

1,362

Edgar Filing: PGT, Inc. - Form 4

Explanation of Responses: 3



Adjusted EBITDA

$

76,052

$

69,506

$

125,167

$

115,567

(1)  Includes net loss of discontinued operations.

(2)  Excludes amounts attributable to investment in loans of $0.4 million and $0.8 million for the three and six months ended June 30, 2012 and
2011, respectively.

(3)  Includes depreciation, amortization and interest expense allocated to the noncontrolling interest in joint venture.

(4)  Includes expenses related to the transfer and assumption of indebtedness and other contractual obligations of our predecessor in connection
with the IPO and our formation transactions.

(5)  Includes $0.6 million and $1.4 million, respectively, for the three and six months ended June 30, 2011 of certain compensation obligations
of our predecessor not continued.

Liquidity and Capital Resources

Our short-term liquidity requirements consist primarily of funds necessary to pay for operating expenses and other expenditures directly
associated with our hotels, including:

Edgar Filing: PGT, Inc. - Form 4

Explanation of Responses: 4



• recurring maintenance and capital expenditures necessary to maintain our hotels in accordance with brand standards;

• interest expense and scheduled principal payments on outstanding indebtedness, including our revolving credit facility (see
�Revolving Credit Facility�);

• distributions necessary to qualify for taxation as a REIT; and

• capital expenditures to improve our hotels, including repositioning efforts and capital expenditures required by our franchisors in
connection with our formation transactions.

We expect to meet our short-term liquidity requirements generally through net cash provided by operations, existing cash balances and, if
necessary, short-term borrowings under our revolving credit facility.
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Our long-term liquidity requirements consist primarily of funds necessary to pay for the costs of acquiring additional hotels and redevelopments,
renovations, expansions and other capital expenditures that need to be made periodically with respect to our hotels and scheduled debt payments.
We expect to meet our long-term liquidity requirements through various sources of capital, including our revolving credit facility, future equity
(including OP units) or debt offerings, existing working capital, net cash provided by operations, long-term hotel mortgage indebtedness and
other secured and unsecured borrowings.  However, there are a number of factors that may have a material adverse effect on our ability to access
these capital sources, including the current state of overall equity and credit markets, our degree of leverage, the value of our unencumbered
assets and borrowing restrictions imposed by lenders, general market conditions for REITs, our operating performance and liquidity and market
perceptions about us. The success of our business strategy will depend, in part, on our ability to access these various capital sources.

Our hotels will require periodic capital expenditures and renovation to remain competitive.  In addition, acquisitions, redevelopments or
expansions of hotels will require significant capital outlays.  We may not be able to fund such capital improvements solely from net cash
provided by operations because we must distribute annually at least 90% of our REIT taxable income, determined without regard to the
deductions for dividends paid and excluding net capital gains, to qualify and maintain our qualification as a REIT, and we are subject to tax on
any retained income and gains.  As a result, our ability to fund capital expenditures, acquisitions or hotel redevelopment through retained
earnings is very limited.  Consequently, we expect to rely heavily upon the availability of debt or equity capital for these purposes.  If we are
unable to obtain the necessary capital on favorable terms, or at all, our financial condition, liquidity, results of operations and prospects could be
materially and adversely affected.

Revolving Credit Facility

We have an unsecured revolving credit facility that provides for maximum borrowings of up to $300.0 million.  The credit facility requires that a
group of no less than fifteen of our hotel properties remain unencumbered by indebtedness.  The credit facility contains certain financial
covenants relating to maximum leverage ratio, minimum fixed charge coverage ratio, minimum tangible net worth and maximum secured
indebtedness.  We were in compliance with all such covenants at June 30, 2012.  If an event of default exists, under the terms of the credit
facility, we are not permitted to make distributions to shareholders, other than those required to qualify for and maintain REIT status. The credit
facility matures on June 20, 2014 and may be extended for an additional year, at our option.

Borrowings under the credit facility bear interest at variable rates equal to the LIBOR plus an applicable margin.  The margin ranges from 2.25%
to 3.25%, depending on our leverage ratio, as calculated under the terms of the credit facility.  We incur an unused facility fee of between 0.30%
and 0.40%, based on the amount by which the maximum borrowing amount exceeds the total principal balance of outstanding borrowings.

The Company incurred interest expense on the credit facility for the three and six months ended June 30, 2012 of approximately $0.6 million
and $0.6 million, respectively. For the three and six months ended June 30, 2012, the Company incurred an unused commitment fee of
approximately $0.2 million and $0.5 million, respectively.  There are $85.0 million of borrowings outstanding under the revolving credit facility
as of the date of this Quarterly Report on Form 10-Q.

Sources and Uses of Cash

As of June 30, 2012, we had $155.6 million of cash and cash equivalents compared to $310.2 million at December 31, 2011.
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Cash flows from Operating Activities

Net cash flow provided by operating activities totaled $58.2 million for the six months ended June 30, 2012. Net income of $12.1 million was
partially offset by significant non-cash expenses, including $65.2 million of depreciation, $2.1 million of amortization of deferred financing
costs, $0.5 million of amortization of deferred management fees, $0.6 million loss on disposal and $3.2 million of amortization of share based
compensation. In addition, changes in operating assets and liabilities due to the timing of cash receipts and payments from our hotels resulted in
net cash outflow of $25.5 million.

Net cash flow provided by operating activities totaled $52.6 million for the six months ended June 30, 2011. Net loss of $18.7 million was due in
significant part to non-cash expenses, including $64.4 million of depreciation, $3.7 million of amortization of deferred financing costs, $0.5
million of amortization of deferred management fees and $0.6 million of amortization of share based compensation.  In addition, changes in
operating assets and liabilities due to the timing of cash receipts and payments from our hotels resulted in net cash inflow of $2.1 million.
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Cash flows from Investing Activities

Net cash flow used in investing activities totaled $254.6 million for six months ended June 30, 2012 primarily due to $182.7 million used for the
purchase of three hotels, $77.0 million in improvements and additions to hotels, $0.2 million of additions to property and equipment, offset by
the net release of restricted cash reserves of $5.2 million.

Net cash flow used in investing activities totaled $245.9 million for six months ended June 30, 2011 primarily due to $194.8 million used for the
purchase of nine hotels, $26.3 million in improvements and additions to hotels, and the net funding of restricted cash reserves of $24.8 million.

Cash flows from Financing Activities

Net cash flow provided by financing activities totaled $41.8 million for six months ended June 30, 2012 primarily due to $85.0 million of
borrowings under the credit facility and $85.0 million of proceeds from mortgage loans.  This was offset by $91.5 million of mortgage loan
repayments, $1.1 million paid to repurchase common shares to satisfy employee statutory minimum federal income tax obligations, $33.8
million of distributions on common shares and OP units and $1.8 million paid for deferred financing fees.

Net cash flow provided by financing activities totaled $288.4 million for six months ended June 30, 2011 primarily due to $568.7 of proceeds
from the issuance of common shares, $140.0 million in proceeds from the term loan and $126.7 million in net contributions from partners.  This
was offset by $483.2 million of mortgage loan repayments, $39.2 million paid for offering costs related to the common shares, $16.3 million of
partners� distributions, $3.3 million in payment of member distributions, $0.5 million of payments for the redemption of preferred units, a $0.5
million distribution related to the joint venture noncontrolling interest and $4.0 million paid for deferred financing fees.

Capital Expenditures and Reserve Funds

We maintain each of our hotels in good repair and condition and in conformity with applicable laws and regulations, franchise agreements and
management agreements. The cost of all such routine improvements and alterations are paid out of furniture, fixture and equipment (�FF&E�)
reserves, which are funded by a portion of each hotel�s gross revenues. Routine capital expenditures are administered by the hotel management
companies. However, we have approval rights over the capital expenditures as part of the annual budget process for each of our hotels.

From time to time, certain of our hotels may be undergoing renovations as a result of our decision to upgrade portions of the hotels, such as
guestrooms, public space, meeting space, and/or restaurants, in order to better compete with other hotels in our markets. In addition, upon
acquisition of a hotel we often are required to complete a property improvement plan in order to bring the hotel up to the respective franchisor�s
standards. If permitted by the terms of the management agreement, funding for a renovation will first come from the FF&E reserves. To the
extent that the FF&E reserves are not available or adequate to cover the cost of the renovation, we will fund all or the remaining portion of the
renovation with cash and cash equivalents on hand, our credit facility and/or other sources of available liquidity.
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The Company�s 2012 capital plan to upgrade and/or reposition 45 hotels for approximately $95.0 million is currently in progress.

During the quarter ended June 30, 2012, approximately $9.1 million of additional upgrades were initiated at five hotels.  Year-to-date, the
Company has initiated an estimated $62.6 million of upgrades across 22 hotels, which also includes the recent completion of the $25.0 million
rooms renovation at the DoubleTree by Hilton Hotel Metropolitan New York City.

Once the remaining 23 assets are completed, the Company�s comprehensive two-year capital program will be substantially complete.

With respect to some of our hotels that are operated under franchise agreements with major national hotel brands and for some of our hotels
subject to first mortgage liens, we are obligated to maintain FF&E reserve accounts for future capital expenditures at these hotels. The amount
funded into each of these reserve accounts is generally determined pursuant to the management agreements, franchise agreements and/or
mortgage loan documents for each of the respective hotels, and typically ranges between 2.0% and 5.0% of the respective hotel�s total gross
revenue. As of June 30, 2012, approximately $43.5 million was held in FF&E reserve accounts for future capital expenditures.

Off-Balance Sheet Arrangements

As of June 30, 2012, we had no off-balance sheet arrangements.
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Inflation

We rely entirely on the performance of the hotels and their ability to increase revenues to keep pace with inflation. Increases in the costs of
operating our hotels due to inflation would adversely affect the operating performance of our TRS, which in turn, could inhibit the ability of our
TRS to make required rent payments to us.  Hotel management companies, in general, possess the ability to adjust room rates daily to reflect the
effects of inflation. However, competitive pressures may limit the ability of our hotel management companies to raise room rates.

Seasonality

Depending on a hotel�s location and market, operations for the hotel may be seasonal in nature. This seasonality can be expected to cause
fluctuations in our quarterly operating performance. For hotels located in non-resort markets, demand is generally lower in the winter months
due to decreased travel and higher in the spring and summer months during the peak travel season.  Accordingly, we expect that we will have
lower revenue, operating income and cash flow in the first and fourth quarters and higher revenue, operating income and cash flow in the second
and third quarters.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Market risk includes risks that arise from changes in interest rates, equity prices and other market changes that affect market sensitive
instruments. Our primary market risk exposure is to changes in interest rates on our variable rate debt. As of June 30, 2012, we had
approximately $558.0 million of total variable debt outstanding (or 41.8% of total indebtedness) with a weighted average interest rate of 4.81%
per annum.  If market rates of interest on our variable rate debt outstanding as of June 30, 2012 were to increase by 1.00%, or 100 basis points,
interest expense would decrease future earnings and cash flows by approximately $3.1 million annually, taking into account our existing
contractual hedging arrangements.

Our interest rate risk objectives are to limit the impact of interest rate fluctuations on earnings and cash flows and to lower our overall borrowing
costs. To achieve these objectives, we manage our exposure to fluctuations in market interest rates through the use of fixed rate debt instruments
to the extent that reasonably favorable rates are obtainable. We have entered into derivative financial instruments such as interest rate swaps or
caps to mitigate our interest rate risk or to effectively lock the interest rate on a portion of our variable rate debt. We do not enter into derivative
or interest rate transactions for speculative purposes.

The following table provides information about our financial instruments that are sensitive to changes in interest rates. For debt obligations
outstanding as of June 30, 2012, the following table presents principal repayments and related weighted average interest rates by contractual
maturity dates (in thousands):

2012 2013 2014 2015 2016 Thereafter Total
Fixed rate debt $ � $ � $ � $ 196,999 $ 580,187 $ � $ 777,186
Weighted average interest rate � � � 5.56% 6.29% � 6.11%
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Variable rate debt $ � $ 331,000 $ 142,000 $ � $ 85,000 $ � $ 558,000
Weighted average interest rate � 5.79% 3.85% � 2.60% � 4.81%
Total $ � $ 331,000 $ 142,000 $ 196,999 $ 665,187 $ � $ 1,335,186

The foregoing table reflects indebtedness outstanding as of June 30, 2012 and does not consider indebtedness, if any, incurred or repaid after that
date. Our ultimate realized gain or loss with respect to interest rate fluctuations will depend on the exposures that arise during future periods,
prevailing interest rates, and our hedging strategies at that time.

Changes in market interest rates on our fixed rate debt impact the fair value of the debt, but such changes have no impact on our combined
consolidated financial statements.  If interest rates rise, and our fixed rate debt balance remains constant, we expect the fair value of our debt to
decrease. As of June 30, 2012, the estimated fair value of our fixed rate debt was $752.5 million, which is based on having the same debt service
requirements that could have been borrowed at the date presented, at prevailing current market interest rates.
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Item 4. Controls and Procedures.

Disclosure Controls and Procedures

In accordance with Rule 13a-15(b) of the Exchange Act, the Company�s management, with the participation of the Chief Executive Officer and
the Chief Financial Officer, carried out an evaluation of the effectiveness of the Company�s �disclosure controls and procedures�, as defined in
Rules 13a-15(e) and 15d-15(e) of the Exchange Act, as of the end of the period covered by this report. Based on that evaluation, the Company�s
Chief Executive Officer and Chief Financial Officer concluded that the Company�s disclosure controls and procedures were effective as of
June 30, 2012.

Changes in Internal Control over Financial Reporting

There have been no changes in the Company�s internal control over financial reporting (as defined in Rule 13a-15 and 15d-15 of the Exchange
Act) during the period ended June 30, 2012 that have materially affected, or are reasonably likely to materially affect, the Company�s internal
control over financial reporting.

PART II.  OTHER INFORMATION

Item 1. Legal Proceedings.

The nature of the operations of the hotels exposes the hotels, the Company and the Operating Partnership to the risk of claims and litigation in
the normal course of their business. Other than routine litigation arising out of the ordinary course of business, the Company is not presently
subject to any litigation nor, to the Company�s knowledge, is any litigation threatened against the Company.

Item 1A. Risk Factors.

For a discussion of our potential risks and uncertainties, see the information under the heading �Risk Factors� in the Annual Report which is
accessible on the SEC�s website at www.sec.gov. There have been no material changes to the risk factors previously disclosed in the Annual
Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
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Unregistered Sales of Equity Securities

The Company did not sell any securities during the quarter ended June 30, 2012 that were not registered under the Securities Act of 1933, as
amended.

Use of Proceeds from Registered Securities

Our registration statement on Form S-11, as amended (Registration No. 333-172011) (the �Registration Statement�), with respect to the IPO,
registered up to $495.0 million of our common shares, par value $0.01 per share, and was declared effective by the SEC on May 10, 2011.  We
sold a total of 27,500,000 common shares in the IPO for gross proceeds of $495.0 million.  The IPO was completed on May 16, 2011. The joint
book-running managers of the IPO were BofA Merrill Lynch, Barclays Capital Inc. and Wells Fargo Securities.  Senior Co-managers of the IPO
were Deutsche Bank Securities and Goldman, Sachs & Co. Co-managers of the IPO were Keybanc Capital Markets, Raymond James and RBC
Capital Markets.

The proceeds to us of the IPO were approximately $464.1 million, net of the underwriters� discount of approximately $30.9 million.  The net
proceeds from the IPO were contributed to the Operating Partnership in exchange for 99.1% of the OP units in our Operating Partnership.  The
Company used all of the net proceeds from the IPO and cash on hand to repay approximately $472.6 million of secured indebtedness.

On June 3, 2011, we sold 4,095,000 common shares in connection with the Overallotment for gross proceeds of approximately $73.7 million. 
The proceeds to us from the Overallotment were approximately $69.1 million, net of the underwriters� discount of approximately $4.6 million.
 As of June 30, 2012, the Company holds the net proceeds from the overallotment as cash, to be used for working capital purposes or to invest in
short-term, interest-bearing, investment-grade securities, and money market accounts that are consistent with our intention to qualify as a REIT.
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All of the foregoing underwriting discounts and expenses were direct or indirect payments to persons other than: (i) our trustees, officers or any
of their associates; (ii) persons owning ten percent (10%) or more of our common shares; or (iii) our affiliates.

Issuer Purchases of Equity Securities

During the six months ended June 30, 2012, certain of our employees surrendered common shares owned by them to satisfy their statutory
minimum federal income tax obligations associated with the vesting of restricted common shares of beneficial interest issued under the 2011
Plan.

The following table summarizes all of these repurchases during the six months ended June 30, 2012.

Period
Total number of
shares purchased

Average price paid
per share

Total number of
shares purchased as

part of publibly
announced plans or

programs

Maximum number
of shares that may
yet be purchased

under the plans or
programs

January 1, 2012 through January 31, 2012 � � N/A N/A
February 1, 2012 through February 29, 2012 24,128(1) $ 18.15 � N/A
March 1, 2012 through March 31, 2012 536(1) $ 17.44 � N/A
April 1, 2012 through April 30, 2012 � � N/A N/A
May 1, 2012 through May 31, 2012 25,264(1) $ 18.44 � N/A
June 1, 2012 through June 30, 2012 9,537(1) $ 17.29 � N/A

Total during six months ended June 30, 2012 59,465

(1) The number of shares purchased represents common shares surrendered by certain of our employees to satisfy their statutory minimum
federal and state tax obligations associated with the vesting of restricted common shares of beneficial interest issued under our 2011 Equity
Incentive Plan. With respect to these shares, the price paid per share is based on the closing price of our common shares as of the date of the
determination of the statutory minimum federal income tax.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures

Edgar Filing: PGT, Inc. - Form 4

Explanation of Responses: 14



Not Applicable.

Item 5. Other information.

None.
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Item 6. Exhibits.

The following exhibits are filed as part of this report:

Exhibit Index

Exhibit
Number Description of Exhibit

31.1* Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as
amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as
amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1* Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document Submitted electronically with this report
101.SCH XBRL Taxonomy Extension Schema Document Submitted electronically with this report
101.CAL XBRL Taxonomy Calculation Linkbase Document Submitted electronically with this report
101.DEF XBRL Taxonomy Extension Definition Linkbase

Document
Submitted electronically with this report

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

* Filed herewith
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SIGNATURE

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

RLJ LODGING TRUST

Dated: August 8, 2012 /s/ THOMAS J. BALTIMORE, JR.
Thomas J. Baltimore, Jr.
President, Chief Executive Officer and Trustee

Dated: August 8, 2012 /s/ LESLIE D. HALE
Leslie D. Hale
Chief Financial Officer and Treasurer
(Principal Financial and Accounting Officer)
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Exhibit Index

Exhibit
Number Description of Exhibit

31.1* Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as
amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as
amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1* Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document Submitted electronically with this report
101.SCH XBRL Taxonomy Extension Schema Document Submitted electronically with this report
101.CAL XBRL Taxonomy Calculation Linkbase Document Submitted electronically with this report
101.DEF XBRL Taxonomy Extension Definition Linkbase

Document
Submitted electronically with this report

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

*Filed herewith
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