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Operator 

Good afternoon. My name is Ashley and I will be your conference operator today. At this time, I would like to welcome 

everyone to the Diamond Resorts second quarter 2021 earnings conference call. Our speakers for today's call are Mike 

Flaskey, Chief Executive Officer; and Jim Mikolaichik, Executive Vice President and Chief Financial Officer.  

Today’s call is being recorded and will be available for replay beginning at approximately 4:00 p.m. EST. The replay dial in 

number is 800-839-4514. 

At this time, all participants have been placed in a listen-only mode and the floor will be open for your questions following 

the presentation.  

If you would like to ask a question at that time, please press *1 on your touch tone phone. If at any point your question has 

been answered, you may remove yourself from the queue by pressing the pound key. If you should require operator 

assistance, please press *0. We ask that you please pick up your handset to allow optimal sound quality.  

I’ll now turn the call over to Megan Paul of Prosek Partners for preliminary remarks.  

 

Megan Paul, Prosek Partners 

Thank you, Operator. Before we begin, I would like to remind everyone that that this call may contain forward-looking 

statements within the meaning of the Private Securities Litigation Reform Act of 1995, including statements about the 

company’s expected financial performance. 

The statements may be affected by many factors including those listed in the company’s annual report, which is hosted on 

Intralinks.  As a result, actual results may differ materially from the results discussed or projected today.   

Forward-looking statements will not be publicly updated, whether as a result of new information, future events or any other 

reason.   

During this call, references will be made to the 2021 second quarter earnings summary which was posted to Intralinks this 

morning. The earnings summary contains full reconciliations to GAAP metrics. We reconcile each non-GAAP measure to 

the most comparable GAAP measure. Please also refer to our discussion of non-GAAP financial measures in our annual 

statement.   

I will now turn the call over to Mike Flaskey, Chief Executive Officer. Mike?   

 

Mike Flaskey, Chief Executive Officer, Diamond Resorts  

Thank you, Megan, and good morning everyone. We appreciate you joining us today to review Diamond Resort’s second 

quarter 2021 results.  

I’ll start with a business update of our second quarter operations and Jim will then walk you through our financial results in 

more detail. Consistent with our call in April, we will not be taking questions regarding our merger with HGV. Please route 

those questions to HGV’s IR team directly. We appreciate your understanding. 

Today, I will discuss our second quarter results relative to the comparable 2020 period. I will also make select 

comparisons to Q2 2019 where relevant to provide a better sense of how well our business performance currently 

measures up to our pre-COVID levels. As we near the close of our transaction with HGV, I am proud of our entire team 

who have worked tirelessly to position our business in an industry leadership role that should enable future growth as 

Diamond embarks on this next chapter combined with Hilton Grand Vacations. 

For the second quarter, we once again saw meaningful progress across a wide range of our operating and financial metrics. 

Our continuously improving performance was driven by our resilient and adaptable business model. We have talked about 

the benefits of our model many times before, but nothing proved its value more so than the last 18 months. Our VOI sales 

have normalized, with Q2 results reaching 97% of our Q2 2019 levels on only 65% of the tours.  

Second quarter pro forma revenue of $290 million grew 114%, year over year and we remain encouraged by our revenue 

recovery trajectory since the onset of the COVID-19 pandemic. 
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Pro Forma Adjusted EBITDA grew overall by $117 million, a year over year increase of more than 70 fold, to $119 million 

driven by recovery and growth in Vacation Interests Sales and Financing as well as a reliably stable Hospitality and 

Management Services segment. 

Taking a step back, putting these results in perspective from a year-to-date standpoint, we are very encouraged by the 

results our team delivered in the first half of 2021 including Pro Forma Adjusted EBITDA of $184 million, exceeding our own 

expectations by double digits. Additionally, we closed June with total VPG of $4,581, up $694 or 18% as compared to June 

2020 increasing efficiency while reaching pre-COVID sales volume. This strong VPG coupled with our steady ADR growth 

led to the achievement of record sales and rental volumes at the highest levels for Diamond in the company’s history. We 

believe the momentum in our business is sustainable as we head into the second half of the seasonally strong summer 

months and anticipate the company to continue its current trajectory.  This should also be aided by greater utilization of our 

experiential model with full return of Diamond Dream Holidays and a full Events of a Lifetime calendar.  

Now turning to our sales performance and key region updates for this quarter. As mentioned a moment ago, we maintained 

vigorous sales volume while executing on a disciplined cost approach and business strategy. Advertising, Sales and 

Marketing expenses finished at nearly $30M below Q2 2019 levels on similar sales and we saw positive trends continue in 

loan-loss defaults. 

As discussed earlier, Q2 2021 VOI sales finished at 97% of Q2 2019 levels and we continued to see a strong rebound of 

sales activity in our key regions.  Compared to Q2 2019, sales activity in Nevada was at 94%, Virginia reached 93%, Hawaii 

was 83% and Florida was at 78%.  Other regions outperformed their Q2 2019 results with North Carolina at 258%, California 

at 140% and Mexico coming in at 131%.   

As we mentioned, rental revenue performed exceptionally well in all major markets and was driven by record ADR. In fact, 

June 2021 reflected the highest ADR and external revenue month in Diamond history, exceeding the previous ADR record 

in May by 5%. This can be attributed to elevated demand primarily in Las Vegas and Virginia Beach. Both overall and rental 

occupancy exceeded expectations in June as we continue to recognize the post vaccine pent up demand in leisure travel. 

We ended the quarter with primary club penetration rates of 48%. Additionally, we continue to drive improved tour flow with 

approximately 7,500 tours at our OPC locations. 

Throughout the quarter, our organically produced social media content, such as updates about our experiential vacation 

ownership model, garnered positive brand exposure and continued to reinforce our position as an innovator in the vacation 

ownership industry with 86,000 engagements and an estimated reach of over 65 million across our owned media assets. 

And, digital interactions continued to drive strong member engagement, where we were able to successfully address over 

8,000 digital inquiries from Diamond consumers this quarter alone. 

In alignment with our core focus on generating innovative, unique and community focused experiences for our members, 

this quarter we announced that Diamond Resorts received multiple Stevie Awards as part of the 19th Annual American 

Business Awards. We were recognized for our continued innovations this past year, specifically our actions related to the 

COVID-19 pandemic, the Diamond Resorts Tournament of Champions and the outstanding leadership of Diamond Resorts 

management.  

In conclusion, we are encouraged by the directional improvement we are seeing in the current environment. Sales continue 

to ramp steadily into the third quarter and occupancies have trended consistently with our internal booking expectations. 

We also maintained strong cash and liquidity positions and are pleased with how the business has been positioned to 

succeed into the future.  

I will now turn the call over to Jim for a review of our financial performance. Jim? 

 

Jim Mikolaichik, Chief Financial Officer, Diamond Resorts  

Thank you, Mike. Good morning everyone.  

My comments today should be taken in conjunction with the 2021 second quarter Earnings Summary and quarterly 

statement that were previously posted.  

Please see the Earnings Summary and quarterly statement for reconciliations between our GAAP as Reported and Pro 

Forma presentation.  
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On this call, and for comparison purposes, I will predominantly discuss our Pro Forma revenue and Pro Forma Adjusted 

EBITDA as governed by our Senior Credit Facility. 

Second quarter pro forma revenue of $290 million increased year over year by $154 million, or 114%.   

Contract sales increased by $193 million, partially offset by a $25 million unfavorable loan loss provision, $16 million of 

unfavorable reportability, and $11 million in unfavorable first day incentives. 

Management and Member Services revenue increased by $14 million, net consumer financing interest decreased by $2 

million, and other revenue increased by $2 million.  

Second quarter Pro Forma Adjusted EBITDA increased year over year by $117 million.  

This was driven primarily by a $117 million increase in Vacation Interests Sales and Financing, a $4 million increase in our 

Hospitality and Management Services (“HAMS”) segment partially offset by a $3 million increase in Corporate and Other 

expenses.  

I’ll now address our segment results in more detail, starting with VOI and Consumer Finance.  

Proforma adjusted EBITDA for VOI & Consumer Finance increased by $117 million, driven by an increase of $169 million 

in vacation interest revenues coupled with $33 million of favorability in vacation interest carry cost driven by improved 

occupancies and rate.  The increase was partially offset by three items: 

• First, a $57 million increase in Advertising, Sales and Marketing expense driven by volume, but continued to 

demonstrate great efficiency in the business at a 40% ASM rate or approximately 20% improvement on 2019 

levels on comparable sales volume 

• Second, $25 million in higher Loan Loss Provision, again driven by volume rather than rate; provision and default 

rates were 12.4% and 7.3% better than 2019 respectively. 

• Finally, we experienced a $3 million decrease in net consumer financing interest margin on lower loan balances 

coming out of the pandemic. 

Turning now to Hospitality and Management Services, or HAMS 

Proforma-adjusted EBITDA for the HAMS segment increased 7% to $59 million.  While a smaller increase than our Vacation 

Interest Sales and Financing segment, these returns demonstrate a continuation of sequential growth through the pandemic 

in 2020 as well as the recovery patterns in 2021.  We are pleased with member engagement as Mike mentioned and 

maintenance fee collection rates remain at historical levels. 

I’ll now discuss our Balance Sheet and Free Cash Flow 

Total liquidity as of June 30, 2021, was $519 million, including $324 million of unrestricted cash and $103 million of 

unpledged receivables.  

Total net debt during the quarter was $1.6 billion during Q2 compared to $1.8 billion in Q1. 

Our net debt leverage ratio was 4.9x last 12 months proforma adjusted EBITDA, or 4.6x including the benefit of unpledged 

receivables. This compares to 8.3x and 7.6x, respectively, at the end of Q1. 

At the end of the second quarter, we had $675 million of total undrawn warehouse capacity to support the monetization of 

current and future consumer loans and were undrawn on our corporate revolver.  Additionally, we completed a $319 

million securitization during the quarter.  This was our 12th transaction since 2009 with cumulatively over $2.7b in 

issuance.  Weighted average coupon rate was 2.16% with an overall 94% advance rate. 

And, excluding non-recurring expenses, adjusted free cash flow was $270.6 million, compared to $57.9 million in Q2 of 

2020.   

In closing, Diamond Resorts has performed extremely well during the first half of 2021 compared to how we were pacing 

pre-pandemic.  I will leave you with a few key year-to-date comparisons vs. 2019; Contract sales volumes were about 

82%, with trends above 2019 levels in both April and June. External rental revenues were over 95% vs 2019, with almost 

16% improvement in ADR. Loan loss provision and default rates were improved by 185 and 62 basis points or 6.9% and 
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3.5% respectively. Expenses remain at historically low levels with ASM of 46.2% vs. 53.1% in 2019. And, General and 

Administrative Expenses decreased by 6.4%  

Finally, Adjusted EBITDA increased year-to-date vs. 2019 by $5 million or 3% with Pro-forma Adjusted EBITDA at 

approximately 2019 levels.  

We are proud of the effort and accomplishment of our team through an extremely difficult 18-month period.  We believe 

these results coupled with sustained vacation trends illustrate positive recovery in the overall health of the leisure travel 

space, and most importantly demonstrates the leadership position of Diamond both entering the pandemic in 2020 as well 

as through recovery in 2021.  

Thank you for your participation in our Q2 2021 update.  And, with that, I’ll now turn the call over to the operator for any 

questions. 

 

Operator Instructions  

At this time if you would like to ask a question, please press star one on your touch tone phone. You may remove yourself 

from the question queue at any time by pressing the # key. Once again that is star and one and we will pause a moment to 

allow questions to join the queue.  

Once again that is star one for any questions. There appear to be no questions at this time. I’ll turn the call back to the 

management team for any additional closing remarks.  

 

Mike Flaskey, Chief Executive Officer, Diamond Resorts  

Thank you, operator.  This has been an incredible journey and I just want to end today’s call by saying thank you to our 

team for the tremendous role they have played in redefining an entire industry.  Because of the innovative experiential model 

that was created here at Diamond Resorts that we call our Events of a Lifetime, you will see an entire industry start to 

capitulate to more of an experiential model as that is what the consumer is going to demand.  It makes me incredibly proud 

to be able to provide these Q2 results for all of our bondholders, in particular while we are running a parallel path towards 

bringing closure to a very sizable merger.   

And in closing, I would just like to say what an honor it is to think that all of the hard work associated with the team here at 

Diamond Resorts will soon culminate in Diamond Resorts becoming part of an iconic brand in Hilton and Hilton Grand 

Vacations.   

I thank everyone for taking the time to join the call today.  And most importantly, I thank our team members for these industry 

leading results.  Thank you.  

 

Operator Instructions  

Thank you.  And this does conclude today’s program.  Thank you for your participation.  You may disconnect at any time.   


