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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

☒ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2017

OR

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from                      to                     

Commission file number 001-32195

GENWORTH FINANCIAL, INC.

(Exact Name of Registrant as Specified in its Charter)
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Delaware 80-0873306
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification Number)

6620 West Broad Street

Richmond, Virginia 23230
(Address of Principal Executive Offices) (Zip Code)

(804) 281-6000

(Registrant�s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes  ☒    No  ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    Yes  ☒    No  ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definition of �large accelerated filer,� �accelerated
filer,� �smaller reporting company,� and �emerging growth company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☒ Accelerated filer ☐

Non-accelerated filer ☐ Smaller reporting company ☐

Emerging growth company ☐
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.    ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ☐    No  ☒

As of April 27, 2017, 498,948,884 shares of Class A Common Stock, par value $0.001 per share, were outstanding.
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PART I�FINANCIAL INFORMATION

Item  1. Financial Statements
GENWORTH FINANCIAL, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Amounts in millions, except per share amounts)

March 31,
2017

December 31,
2016

(Unaudited)
Assets
Investments:
Fixed maturity securities available-for-sale, at fair value $ 60,597 $ 60,572
Equity securities available-for-sale, at fair value 709 632
Commercial mortgage loans 6,107 6,111
Restricted commercial mortgage loans related to securitization entities 122 129
Policy loans 1,761 1,742
Other invested assets 2,272 2,071
Restricted other invested assets related to securitization entities, at fair value 84 312

Total investments 71,652 71,569
Cash and cash equivalents 3,018 2,784
Accrued investment income 717 659
Deferred acquisition costs 3,207 3,571
Intangible assets and goodwill 381 348
Reinsurance recoverable 17,681 17,755
Other assets 703 673
Separate account assets 7,327 7,299

Total assets $ 104,686 $ 104,658

Liabilities and equity
Liabilities:
Future policy benefits $ 37,291 $ 37,063
Policyholder account balances 25,383 25,662
Liability for policy and contract claims 9,295 9,256
Unearned premiums 3,370 3,378
Other liabilities ($3 and $1 of other liabilities are related to securitization
entities) 2,657 2,916
Borrowings related to securitization entities ($13 and $12 are carried at fair
value) 68 74
Non-recourse funding obligations 310 310

Edgar Filing: GENWORTH FINANCIAL INC - Form 10-Q

Table of Contents 5



Long-term borrowings 4,194 4,180
Deferred tax liability 75 53
Separate account liabilities 7,327 7,299

Total liabilities 89,970 90,191

Commitments and contingencies
Equity:
Class A common stock, $0.001 par value; 1.5 billion shares authorized; 587
million shares issued as of March 31, 2017 and December 31, 2016; 499
million and 498 million shares outstanding as of March 31, 2017 and
December 31, 2016, respectively 1 1
Additional paid-in capital 11,964 11,962

Accumulated other comprehensive income (loss):
Net unrealized investment gains (losses):
Net unrealized gains (losses) on securities not other-than-temporarily impaired 1,233 1,253
Net unrealized gains (losses) on other-than-temporarily impaired securities 10 9

Net unrealized investment gains (losses) 1,243 1,262

Derivatives qualifying as hedges 2,036 2,085
Foreign currency translation and other adjustments (183) (253) 

Total accumulated other comprehensive income (loss) 3,096 3,094
Retained earnings 451 287
Treasury stock, at cost (88 million shares as of March 31, 2017 and December
31, 2016) (2,700) (2,700) 

Total Genworth Financial, Inc.�s stockholders� equity 12,812 12,644
Noncontrolling interests 1,904 1,823

Total equity 14,716 14,467

Total liabilities and equity $ 104,686 $ 104,658

See Notes to Condensed Consolidated Financial Statements
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GENWORTH FINANCIAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Amounts in millions, except per share amounts)

(Unaudited)

Three months
ended March 31,
2017 2016

Revenues:
Premiums $ 1,136 $ 794
Net investment income 790 789
Net investment gains (losses) 34 (19) 
Policy fees and other income 211 221

Total revenues 2,171 1,785

Benefits and expenses:
Benefits and other changes in policy reserves 1,246 860
Interest credited 167 177
Acquisition and operating expenses, net of deferrals 270 394
Amortization of deferred acquisition costs and intangibles 94 99
Interest expense 62 105

Total benefits and expenses 1,839 1,635

Income from continuing operations before income taxes 332 150
Provision for income taxes 116 23

Income from continuing operations 216 127
Loss from discontinued operations, net of taxes �  (19) 

Net income 216 108
Less: net income attributable to noncontrolling interests 61 55

Net income available to Genworth Financial, Inc.�s common stockholders $ 155 $ 53

Income from continuing operations available to Genworth Financial, Inc.�s common
stockholders per share:
Basic $ 0.31 $ 0.14

Diluted $ 0.31 $ 0.14

Net income available to Genworth Financial, Inc.�s common stockholders per share:
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Basic $ 0.31 $ 0.11

Diluted $ 0.31 $ 0.11

Weighted-average common shares outstanding:
Basic 498.6 498.0

Diluted 501.0 499.4

Supplemental disclosures:
Total other-than-temporary impairments $ (1) $ (11) 
Portion of other-than-temporary impairments included in other comprehensive income (loss) �  �  

Net other-than-temporary impairments (1) (11) 
Other investments gains (losses) 35 (8) 

Total net investment gains (losses) $ 34 $ (19) 

See Notes to Condensed Consolidated Financial Statements
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GENWORTH FINANCIAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in millions)

(Unaudited)

Three months
ended March 31,
2017 2016

Net income $ 216 $ 108
Other comprehensive income (loss), net of taxes:
Net unrealized gains (losses) on securities not other-than-temporarily impaired (12) 807
Net unrealized gains (losses) on other-than-temporarily impaired securities 1 (4) 
Derivatives qualifying as hedges (49) 257
Foreign currency translation and other adjustments 119 216

Total other comprehensive income 59 1,276

Total comprehensive income 275 1,384
Less: comprehensive income attributable to noncontrolling interests 118 156

Total comprehensive income available to Genworth Financial, Inc.'s common stockholders $ 157 $ 1,228

See Notes to Condensed Consolidated Financial Statements
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GENWORTH FINANCIAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Amounts in millions)

(Unaudited)

Common
stock

Additional
paid-in
capital

Accumulated
other

comprehensive
income
(loss)

Retained
earnings

Treasury
stock,

at
cost

Total
Genworth
Financial,

Inc.'s
stockholders'

equity
Noncontrolling

interests
Total
equity

Balances as of
December 31, 2016 $ 1 $ 11,962 $ 3,094 $ 287 $ (2,700) $ 12,644 $ 1,823 $ 14,467
Cumulative effect of
change in accounting, net
of taxes �  �  �  9 �  9 �  9
Comprehensive income:
Net income �  �  �  155 �  155 61 216
Other comprehensive
income, net of taxes �  �  2 �  �  2 57 59

Total comprehensive
income 157 118 275
Dividends to
noncontrolling interests �  �  �  �  �  �  (39) (39) 
Stock-based compensation
expense and exercises and
other �  2 �  �  �  2 2 4

Balances as of March 31,
2017 $ 1 $ 11,964 $ 3,096 $ 451 $ (2,700) $ 12,812 $ 1,904 $ 14,716

Balances as of
December 31, 2015 $ 1 $ 11,949 $ 3,010 $ 564 $ (2,700) $ 12,824 $ 1,813 $ 14,637
Comprehensive income:
Net income �  �  �  53 �  53 55 108
Other comprehensive
income, net of taxes �  �  1,175 �  �  1,175 101 1,276

Total comprehensive
income 1,228 156 1,384
Dividends to
noncontrolling interests �  �  �  �  �  �  (52) (52) 
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Stock-based compensation
expense and exercises and
other �  3 �  �  �  3 1 4

Balances as of March 31,
2016 $ 1 $ 11,952 $ 4,185 $ 617 $ (2,700) $ 14,055 $ 1,918 $ 15,973

See Notes to Condensed Consolidated Financial Statements
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GENWORTH FINANCIAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in millions)

(Unaudited)

Three months
ended March 31,
2017 2016

Cash flows from operating activities:
Net income $ 216 $ 108
Less loss from discontinued operations, net of taxes �  19
Adjustments to reconcile net income to net cash from operating activities:
Gain on sale of business �  (20) 
Amortization of fixed maturity securities discounts and premiums and limited
partnerships (33) (38) 
Net investment (gains) losses (34) 19
Charges assessed to policyholders (183) (191) 
Acquisition costs deferred (22) (50) 
Amortization of deferred acquisition costs and intangibles 94 99
Deferred income taxes 93 7
Trading securities, held-for-sale investments and derivative instruments 365 21
Stock-based compensation expense 10 7
Change in certain assets and liabilities:
Accrued investment income and other assets (79) (159) 
Insurance reserves 377 36
Current tax liabilities (37) (8) 
Other liabilities, policy and contract claims and other policy-related balances (112) 406

Net cash from operating activities 655 256

Cash flows used by investing activities:
Proceeds from maturities and repayments of investments:
Fixed maturity securities 1,060 840
Commercial mortgage loans 166 192
Restricted commercial mortgage loans related to securitization entities 6 6
Proceeds from sales of investments:
Fixed maturity and equity securities 2,173 905
Purchases and originations of investments:
Fixed maturity and equity securities (2,710) (2,042) 
Commercial mortgage loans (161) (200) 
Other invested assets, net (676) 34
Policy loans, net �  10
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Net cash used by investing activities (142) (255) 

Cash flows used by financing activities:
Deposits to universal life and investment contracts 218 571
Withdrawals from universal life and investment contracts (467) (517) 
Redemption of non-recourse funding obligations �  (1,620) 
Repayment and repurchase of long-term debt �  (326) 
Repayment of borrowings related to securitization entities (7) (10) 
Dividends paid to noncontrolling interests (39) (52) 
Other, net (9) 13

Net cash used by financing activities (304) (1,941) 

Effect of exchange rate changes on cash and cash equivalents 25 31

Net change in cash and cash equivalents 234 (1,909) 
Cash and cash equivalents at beginning of period 2,784 5,993

Cash and cash equivalents at end of period 3,018 4,084
Less cash and cash equivalents held for sale at end of period �  41

Cash and cash equivalents of continuing operations at end of period $ 3,018 $ 4,043

See Notes to Condensed Consolidated Financial Statements
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(1) Formation of Genworth and Basis of Presentation

Genworth Holdings, Inc. (�Genworth Holdings�) (formerly known as Genworth Financial, Inc.) was incorporated in
Delaware in 2003 in preparation for an initial public offering (�IPO�) of Genworth�s common stock, which was
completed on May 28, 2004. On April 1, 2013, Genworth Holdings completed a holding company reorganization
pursuant to which Genworth Holdings became a direct, 100% owned subsidiary of a new public holding company that
it had formed. The new public holding company was incorporated in Delaware on December 5, 2012, in connection
with the reorganization, and was renamed Genworth Financial, Inc. (�Genworth Financial�) upon the completion of the
reorganization.

On October 21, 2016, Genworth Financial entered into an agreement and plan of merger (the �Merger Agreement�) with
Asia Pacific Global Capital Co., Ltd. (�the Parent�), a limited liability company incorporated in the People�s Republic of
China, and Asia Pacific Global Capital USA Corporation (�Merger Sub�), a Delaware corporation and an indirect,
wholly-owned subsidiary of the Parent. Subject to the terms and conditions of the Merger Agreement, including the
satisfaction or waiver of certain conditions, Merger Sub would merge with and into Genworth Financial with
Genworth Financial surviving the merger as an indirect, wholly-owned subsidiary of the Parent. The Parent is a newly
formed subsidiary of China Oceanwide Holdings Group Co., Ltd. (together with its affiliates, �China Oceanwide�).
China Oceanwide has agreed to acquire all of our outstanding common stock for a total transaction value of
approximately $2.7 billion, or $5.43 per share in cash. At a special meeting held on March 7, 2017, Genworth�s
stockholders voted on and approved a proposal to adopt the Merger Agreement. The transaction remains subject to
closing conditions, including the receipt of required regulatory approvals in the U.S., China, and other international
jurisdictions. Both parties are engaging with the relevant regulators regarding the applications and the pending
transaction. Genworth and China Oceanwide continue to target closing the transaction in the middle of 2017.

The accompanying unaudited condensed financial statements include on a consolidated basis the accounts of
Genworth Financial and the affiliate companies in which it holds a majority voting interest or where it is the primary
beneficiary of a variable interest entity (�VIE�). All intercompany accounts and transactions have been eliminated in
consolidation.

References to �Genworth,� the �Company,� �we� or �our� in the accompanying unaudited condensed consolidated financial
statements and these notes thereto are, unless the context otherwise requires, to Genworth Financial on a consolidated
basis.

We operate our business through the following five operating segments:

� U.S. Mortgage Insurance. In the United States, we offer mortgage insurance products predominantly
insuring prime-based, individually underwritten residential mortgage loans (�flow mortgage insurance�). We
selectively provide mortgage insurance on a bulk basis (�bulk mortgage insurance�) with essentially all of our
bulk writings being prime-based.
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� Canada Mortgage Insurance. We offer flow mortgage insurance and also provide bulk mortgage insurance
that aids in the sale of mortgages to the capital markets and helps lenders manage capital and risk in Canada.

� Australia Mortgage Insurance. In Australia, we offer flow mortgage insurance and selectively provide bulk
mortgage insurance that aids in the sale of mortgages to the capital markets and helps lenders manage capital
and risk.

8
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

� U.S. Life Insurance. We offer long-term care insurance products as well as service traditional life insurance
and fixed annuity products in the United States.

� Runoff. The Runoff segment includes the results of non-strategic products which have not been actively sold
but we continue to service our existing blocks of business. Our non-strategic products primarily include our
variable annuity, variable life insurance, institutional, corporate-owned life insurance and other accident and
health insurance products. Institutional products consist of: funding agreements, funding agreements backing
notes and guaranteed investment contracts.

In addition to our five operating business segments, we also have Corporate and Other activities which include debt
financing expenses that are incurred at the Genworth Holdings level, unallocated corporate income and expenses,
eliminations of inter-segment transactions and the results of other businesses that are managed outside of our
operating segments, including certain smaller international mortgage insurance businesses and discontinued
operations.

The accompanying condensed consolidated financial statements are unaudited and have been prepared in accordance
with U.S. generally accepted accounting principles (�U.S. GAAP�) and rules and regulations of the U.S. Securities and
Exchange Commission (�SEC�). Preparing financial statements in conformity with U.S. GAAP requires us to make
estimates and assumptions that affect reported amounts and related disclosures. Actual results could differ from those
estimates. These unaudited condensed consolidated financial statements include all adjustments (including normal
recurring adjustments) considered necessary by management to present a fair statement of the financial position,
results of operations and cash flows for the periods presented. The results reported in these unaudited condensed
consolidated financial statements should not be regarded as necessarily indicative of results that may be expected for
the entire year. The unaudited condensed consolidated financial statements included herein should be read in
conjunction with the audited consolidated financial statements and related notes contained in our 2016 Annual Report
on Form 10-K. Certain prior year amounts have been reclassified to conform to the current year presentation.

(2) Accounting Changes

Accounting Pronouncements Recently Adopted

On January 1, 2017, we adopted new accounting guidance related to the accounting for stock compensation. The
guidance primarily simplifies the accounting for employee share-based payment transactions, including a new
requirement to record all of the income tax effects at settlement or expiration through the income statement,
classifications of awards as either equity or liabilities, and classification on the statement of cash flows. We adopted
this new accounting guidance on a modified retrospective basis and recorded a previously disallowed deferred tax
asset of $9 million with a corresponding increase to cumulative effect of change in accounting within retained
earnings at adoption.
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On January 1, 2017, we adopted new accounting guidance related to transition to the equity method of accounting.
The guidance eliminates the retrospective application of the equity method of accounting when obtaining significant
influence over a previously held investment. The guidance requires that an entity that has an available-for-sale equity
security that becomes qualified for the equity method of accounting recognize through earnings the unrealized holding
gain or loss in accumulated other comprehensive income at the date the investment becomes qualified for use of the
equity method. We did not have any significant impact from this guidance on our consolidated financial statements.

9
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

On January 1, 2017, we adopted new accounting guidance related to the assessment of contingent put and call options
in debt instruments. The guidance clarifies the requirements for assessing whether contingent call (put) options that
can accelerate the payment of principal on debt instruments are clearly and closely related to their debt hosts. An
entity performing the assessment under the amendments in this update is required to assess the embedded call (put)
options solely in accordance with the four-step decision sequence. This guidance is consistent with our previous
accounting practices and, accordingly, did not have any impact on our consolidated financial statements.

On January 1, 2017, we adopted new accounting guidance related to the effect of derivative contract novations on
existing hedge accounting relationships. The guidance clarifies that a change in the counterparty to a derivative
instrument that has been designated as the hedging instrument does not, in and of itself, require dedesignation of that
hedging relationship provided that all other hedge accounting criteria continue to be met. This guidance is consistent
with our previous accounting for derivative contract novations and, accordingly, did not have any impact on our
consolidated financial statements.

Accounting Pronouncements Not Yet Adopted

In March 2017, the Financial Accounting Standards Board (�the FASB�) issued new guidance shortening the
amortization period for the premium component of callable debt securities purchased at a premium. The guidance
requires the premium to be amortized to the earliest call date. This change does not apply to securities held at a
discount. The guidance is currently effective for us on January 1, 2019, with early adoption permitted. We are in
process of evaluating the impact the guidance may have on our consolidated financial statements.

In February 2017, the FASB issued new guidance to clarify the accounting for gains and losses from the derecognition
of nonfinancial assets and accounting for partial sales of nonfinancial assets. The new guidance clarifies when
transferring ownership interests in a consolidated subsidiary holding nonfinancial assets is within scope. It also states
that the reporting entity should identify each distinct nonfinancial asset and derecognize when a counterparty obtains
control, and clarifies the accounting for partial sales. The new guidance is currently effective for us on January 1,
2018. We do not expect any significant impacts from this guidance on our consolidated financial statements.

In January 2017, the FASB issued new guidance simplifying the test for goodwill impairment. The new guidance
states goodwill impairment is equal to the difference between the carrying value and fair value of the reporting unit up
to the amount of recorded goodwill. The new guidance is currently effective for us on January 1, 2020, with early
adoption permitted for testing dates after January 1, 2017. We do not expect any significant impacts from this new
guidance on our consolidated financial statements.

In October 2016, the FASB issued new guidance related to the income tax effects of intra-entity transfers of assets
other than inventory. The new guidance states that an entity should recognize the income tax consequences of an
intra-entity transfer of an asset other than inventory when the transfer occurs. The guidance is currently effective for
us on January 1, 2018. We are still in process of evaluating the impact the guidance may have on our consolidated
financial statements, including any cumulative effect adjustment that will be recorded directly to retained earnings as
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of the beginning of the period of adoption.
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(3) Earnings Per Share

Basic and diluted earnings per share are calculated by dividing each income (loss) category presented below by the
weighted-average basic and diluted common shares outstanding for the periods indicated:

Three months ended
March 31,

(Amounts in millions, except per share amounts) 2017 2016
Weighted-average shares used in basic earnings per share
calculations 498.6 498.0
Potentially dilutive securities:
Stock options, restricted stock units and stock appreciation
rights 2.4 1.4

Weighted-average shares used in diluted earnings per share
calculations 501.0 499.4

Income from continuing operations:
Income from continuing operations $ 216 $ 127
Less: income from continuing operations attributable to
noncontrolling interests 61 55

Income from continuing operations available to Genworth
Financial, Inc.�s common stockholders $ 155 $ 72

Basic per share $ 0.31 $ 0.14

Diluted per share $ 0.31 $ 0.14

Loss from discontinued operations:
Loss from discontinued operations, net of taxes $ �  $ (19) 
Less: income from discontinued operations, net of taxes,
attributable to noncontrolling interests �  �  

Loss from discontinued operations, net of taxes, available to
Genworth Financial, Inc.'s common stockholders $ �  $ (19) 

Basic per share $ �  $ (0.04) 
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Diluted per share $ �  $ (0.04) 

Net income:
Income from continuing operations $ 216 $ 127
Loss from discontinued operations, net of taxes �  (19) 

Net income 216 108
Less: net income attributable to noncontrolling interests 61 55

Net income available to Genworth Financial, Inc.�s common
stockholders $ 155 $ 53

Basic per share $ 0.31 $ 0.11

Diluted per share $ 0.31 $ 0.11

11
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(4) Investments

(a) Net Investment Income

Sources of net investment income were as follows for the periods indicated:

Three months ended
March 31,

(Amounts in millions)     2017        2016    
Fixed maturity securities�taxable $ 641 $ 641
Fixed maturity securities�non-taxable 3 3
Commercial mortgage loans 77 81
Restricted commercial mortgage loans related to
securitization entities 2 2
Equity securities 8 5
Other invested assets 32 38
Restricted other invested assets related to securitization
entities �  2
Policy loans 42 35
Cash, cash equivalents and short-term investments 6 5

Gross investment income before expenses and fees 811 812
Expenses and fees (21) (23) 

Net investment income $ 790 $ 789

(b) Net Investment Gains (Losses)

The following table sets forth net investment gains (losses) for the periods indicated:

Three months ended
March 31,

(Amounts in millions)     2017        2016    
Available-for-sale securities:
Realized gains $ 63 $ 16
Realized losses (34) (23) 
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Net realized gains (losses) on available-for-sale
securities 29 (7) 

Impairments:
Total other-than-temporary impairments (1) (11) 
Portion of other-than-temporary impairments included
in other comprehensive income �  �  

Net other-than-temporary impairments (1) (11) 

Trading securities �  28
Commercial mortgage loans 1 1
Net gains (losses) related to securitization entities 2 8
Derivative instruments (1) 3 (38) 

Net investment gains (losses) $ 34 $ (19) 

(1) See note 5 for additional information on the impact of derivative instruments included in net investment gains
(losses).
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

We generally intend to hold securities in unrealized loss positions until they recover. However, from time to time, our
intent on an individual security may change, based upon market or other unforeseen developments. In such instances,
we sell securities in the ordinary course of managing our portfolio to meet diversification, credit quality, yield and
liquidity requirements. If a loss is recognized from a sale subsequent to a balance sheet date due to these unexpected
developments, the loss is recognized in the period in which we determined that we have the intent to sell the securities
or it is more likely than not that we will be required to sell the securities prior to recovery. The aggregate fair value of
securities sold at a loss during the three months ended March 31, 2017 and 2016 was $876 million and $240 million,
respectively, which was approximately 96% and 91%, respectively, of book value.

The following represents the activity for credit losses recognized in net income on debt securities where an
other-than-temporary impairment was identified and a portion of other-than-temporary impairments was included in
other comprehensive income (�OCI�) as of and for the three months ended March 31:

(Amounts in millions) 2017 2016
Beginning balance $ 42 $ 64
Reductions:
Securities sold, paid down or disposed (1) (1) 

Ending balance $ 41 $ 63

(c) Unrealized Investment Gains and Losses

Net unrealized gains and losses on available-for-sale investment securities reflected as a separate component of
accumulated other comprehensive income were as follows as of the dates indicated:

(Amounts in millions) March 31, 2017 December 31, 2016
Net unrealized gains (losses) on
investment securities:
Fixed maturity securities $ 3,983 $ 3,656
Equity securities 49 12

Subtotal (1) 4,032 3,668
Adjustments to deferred acquisition
costs, present value of future profits,
sales inducements and benefit reserves (1,994) (1,611) 
Income taxes, net (703) (711) 
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Net unrealized investment gains (losses) 1,335 1,346
Less: net unrealized investment gains
(losses) attributable to noncontrolling
interests 92 84

Net unrealized investment gains (losses)
attributable to Genworth Financial, Inc. $ 1,243 $ 1,262

(1) Excludes foreign exchange.
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The change in net unrealized gains (losses) on available-for-sale investment securities reported in accumulated other
comprehensive income was as follows as of and for the three months ended March 31:

(Amounts in millions) 2017 2016
Beginning balance $ 1,262 $ 1,254
Unrealized gains (losses) arising during the period:
Unrealized gains (losses) on investment securities 392 1,596
Adjustment to deferred acquisition costs (305) (142) 
Adjustment to present value of future profits (5) (34) 
Adjustment to sales inducements (5) (19) 
Adjustment to benefit reserves (68) (174) 
Provision for income taxes (2) (436) 

Change in unrealized gains (losses) on investment securities 7 791
Reclassification adjustments to net investment (gains) losses,
net of taxes of $10 and $(6) (18) 12

Change in net unrealized investment gains (losses) (11) 803
Less: change in net unrealized investment gains (losses)
attributable to noncontrolling interests 8 �  

Ending balance $ 1,243 $ 2,057
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(d) Fixed Maturity and Equity Securities

As of March 31, 2017, the amortized cost or cost, gross unrealized gains (losses) and fair value of our fixed maturity
and equity securities classified as available-for-sale were as follows:

Gross unrealized
gains

Gross unrealized
losses

(Amounts in millions)

Amortized
cost or

cost

Not other-than-
temporarily

impaired

Other-than-
temporarily

impaired

Not other-than-
temporarily

impaired

Other-than-
temporarily

impaired
Fair
value

Fixed maturity securities:
U.S. government, agencies and
government-sponsored enterprises $ 4,837 $ 681 $ �  $ (25) $ �  $ 5,493
State and political subdivisions 2,565 191 �  (46) �  2,710
Non-U.S. government 1,722 106 �  (11) �  1,817
U.S. corporate:
Utilities 4,215 456 �  (36) �  4,635
Energy 2,192 166 �  (19) �  2,339
Finance and insurance 5,882 465 �  (31) �  6,316
Consumer�non-cyclical 4,380 441 �  (28) �  4,793
Technology and communications 2,520 150 �  (27) �  2,643
Industrial 1,223 86 �  (9) �  1,300
Capital goods 2,085 236 �  (12) �  2,309
Consumer�cyclical 1,480 96 �  (14) �  1,562
Transportation 1,105 86 �  (14) �  1,177
Other 331 19 �  (1) �  349

Total U.S. corporate 25,413 2,201 �  (191) �  27,423

Non-U.S. corporate:
Utilities 985 44 �  (9) �  1,020
Energy 1,281 122 �  (8) �  1,395
Finance and insurance 2,445 151 �  (7) �  2,589
Consumer�non-cyclical 701 20 �  (9) �  712
Technology and communications 968 50 �  (6) �  1,012
Industrial 924 56 �  (4) �  976
Capital goods 563 25 �  (3) �  585
Consumer�cyclical 451 11 �  (1) �  461
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Transportation 632 67 �  (6) �  693
Other 2,600 187 �  (6) �  2,781

Total non-U.S. corporate 11,550 733 �  (59) �  12,224

Residential mortgage-backed 4,139 264 12 (11) �  4,404
Commercial mortgage-backed 3,250 97 4 (49) �  3,302
Other asset-backed 3,231 15 1 (23) �  3,224

Total fixed maturity securities 56,707 4,288 17 (415) �  60,597
Equity securities 667 55 �  (13) �  709

Total available-for-sale securities $ 57,374 $ 4,343 $ 17 $ (428) $ �  $ 61,306
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

As of December 31, 2016, the amortized cost or cost, gross unrealized gains (losses) and fair value of our fixed
maturity and equity securities classified as available-for-sale were as follows:

Gross unrealized
gains

Gross unrealized
losses

(Amounts in millions)

Amortized
cost or

cost

Not other-than-
temporarily

impaired

Other-than-
temporarily

impaired

Not other-than-
temporarily

impaired

Other-than-
temporarily

impaired
Fair
value

Fixed maturity securities:
U.S. government, agencies and
government-sponsored enterprises $ 5,439 $ 647 $ �  $ (50) $ �  $ 6,036
State and political subdivisions 2,515 182 �  (50) �  2,647
Non-U.S. government 2,024 101 �  (18) �  2,107
U.S. corporate:
Utilities 4,137 454 �  (41) �  4,550
Energy 2,167 157 �  (24) �  2,300
Finance and insurance 5,719 424 �  (46) �  6,097
Consumer�non-cyclical 4,335 433 �  (34) �  4,734
Technology and communications 2,473 157 �  (32) �  2,598
Industrial 1,161 76 �  (14) �  1,223
Capital goods 2,043 228 �  (13) �  2,258
Consumer�cyclical 1,455 92 �  (17) �  1,530
Transportation 1,121 86 �  (17) �  1,190
Other 332 17 �  (1) �  348

Total U.S. corporate 24,943 2,124 �  (239) �  26,828

Non-U.S. corporate:
Utilities 940 40 �  (11) �  969
Energy 1,234 109 �  (12) �  1,331
Finance and insurance 2,413 134 �  (9) �  2,538
Consumer�non-cyclical 711 17 �  (14) �  714
Technology and communications 953 44 �  (10) �  987
Industrial 928 39 �  (9) �  958
Capital goods 518 21 �  (4) �  535
Consumer�cyclical 434 10 �  (2) �  442
Transportation 619 65 �  (7) �  677
Other 2,967 190 �  (13) �  3,144
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Total non-U.S. corporate 11,717 669 �  (91) �  12,295

Residential mortgage-backed 4,122 259 10 (12) �  4,379
Commercial mortgage-backed 3,084 98 3 (56) �  3,129
Other asset-backed 3,170 15 1 (35) �  3,151

Total fixed maturity securities 57,014 4,095 14 (551) �  60,572
Equity securities 628 31 �  (27) �  632

Total available-for-sale securities $ 57,642 $ 4,126 $ 14 $ (578) $ �  $ 61,204
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The following table presents the gross unrealized losses and fair values of our investment securities, aggregated by
investment type and length of time that individual investment securities have been in a continuous unrealized loss
position, as of March 31, 2017:

Less than 12 months 12 months or more Total

(Dollar amounts in millions)
Fair
value

Gross
unrealized

losses

Number
of

securities
Fair
value

Gross
unrealized

losses

Number
of

securities
Fair
value

Gross
unrealized

losses

Number
of

securities
Description of Securities
Fixed maturity securities:
U.S. government, agencies and
government-sponsored
enterprises $ 861 $ (25) 41 $ �  $ �  �  $ 861 $ (25) 41
State and political subdivisions 564 (28) 96 142 (18) 12 706 (46) 108
Non-U.S. government 345 (11) 35 �  �  �  345 (11) 35
U.S. corporate 4,601 (155) 630 509 (36) 68 5,110 (191) 698
Non-U.S. corporate 1,493 (41) 221 298 (18) 41 1,791 (59) 262
Residential mortgage-backed 675 (10) 104 56 (1) 31 731 (11) 135
Commercial mortgage-backed 1,067 (48) 153 16 (1) 7 1,083 (49) 160
Other asset-backed 847 (6) 150 344 (17) 67 1,191 (23) 217

Subtotal, fixed maturity
securities 10,453 (324) 1,430 1,365 (91) 226 11,818 (415) 1,656
Equity securities 86 (5) 160 105 (8) 48 191 (13) 208

Total for securities in an
unrealized loss position $ 10,539 $ (329) 1,590 $ 1,470 $ (99) 274 $ 12,009 $ (428) 1,864

% Below cost�fixed maturity
securities:
<20% Below cost $ 10,453 $ (324) 1,430 $ 1,325 $ (78) 220 $ 11,778 $ (402) 1,650
20%-50% Below cost �  �  �  40 (13) 6 40 (13) 6

Total fixed maturity securities 10,453 (324) 1,430 1,365 (91) 226 11,818 (415) 1,656

% Below cost�equity securities:
<20% Below cost 83 (4) 151 105 (8) 48 188 (12) 199
20%-50% Below cost 3 (1) 9 �  �  �  3 (1) 9

Edgar Filing: GENWORTH FINANCIAL INC - Form 10-Q

Table of Contents 31



Total equity securities 86 (5) 160 105 (8) 48 191 (13) 208

Total for securities in an
unrealized loss position $ 10,539 $ (329) 1,590 $ 1,470 $ (99) 274 $ 12,009 $ (428) 1,864

Investment grade $ 10,163 $ (318) 1,390 $ 1,172 $ (79) 216 $ 11,335 $ (397) 1,606
Below investment grade 376 (11) 200 298 (20) 58 674 (31) 258

Total for securities in an
unrealized loss position $ 10,539 $ (329) 1,590 $ 1,470 $ (99) 274 $ 12,009 $ (428) 1,864
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GENWORTH FINANCIAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The following table presents the gross unrealized losses and fair values of our corporate securities, aggregated by
investment type and length of time that individual investment securities have been in a continuous unrealized loss
position, based on industry, as of March 31, 2017:

Less than 12 months 12 months or more Total

(Dollar amounts in millions)
Fair
value

Gross
unrealized

losses
Number of
securities

Fair
value

Gross
unrealized

losses
Number of
securities

Fair
value

Gross
unrealized

losses
Number of
securities

Description of Securities
U.S. corporate:
Utilities $ 784 $ (35) 118 $ 21 $ (1) 4 $ 805 $ (36) 122
Energy 253 (5) 37 204 (14) 25 457 (19) 62
Finance and insurance 1,140 (25) 151 99 (6) 14 1,239 (31) 165
Consumer�non-cyclical 825 (28) 105 �  �  �  825 (28) 105
Technology and
communications 450 (19) 62 89 (8) 13 539 (27) 75
Industrial 181 (5) 27 46 (4) 5 227 (9) 32
Capital goods 321 (11) 48 6 (1) 1 327 (12) 49
Consumer�cyclical 335 (12) 43 31 (2) 5 366 (14) 48
Transportation 295 (14) 37 13 �  1 308 (14) 38
Other 17 (1) 2 �  �  �  17 (1) 2

Subtotal, U.S. corporate
securities 4,601 (155) 630 509 (36) 68 5,110 (191) 698

Non-U.S. corporate:
Utilities 232 (8) 23 14 (1) 1 246 (9) 24
Energy 84 (2) 17 83 (6) 14 167 (8) 31
Finance and insurance 265 (5) 44 27 (2) 7 292 (7) 51
Consumer�non-cyclical 238 (9) 24 �  �  �  238 (9) 24
Technology and
communications 197 (5) 27 18 (1) 1 215 (6) 28
Industrial 91 (2) 12 46 (2) 6 137 (4) 18
Capital goods 66 (1) 10 28 (2) 2 94 (3) 12
Consumer�cyclical 60 (1) 14 �  �  �  60 (1) 14
Transportation 95 (5) 15 25 (1) 2 120 (6) 17
Other 165 (3) 35 57 (3) 8 222 (6) 43
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Subtotal, non-U.S. corporate
securities 1,493 (41) 221 298 (18) 41 1,791 (59) 262

Total for corporate securities
in an unrealized loss position $ 6,094 $ (196) 851 $ 807 $ (54) 109 $ 6,901 $ (250) 02/14/2010 3,834 124,988

02/14/2010 1,879 3,758 7,516 122,511
02/14/2010 12,270 400,002

Pacious 75,000 150,000 300,000
02/14/2010 15,157 32.60 151,206
02/14/2010 2,889 94,181
02/14/2010 1,416 2,831 5,662 92,291
02/14/2010 9,778 32.60 97,545
02/14/2010 4,601 149,993

Pepper 77,000 154,000 308,000
02/14/2010 15,157 32.60 151,206
02/14/2010 2,889 94,181
02/14/2010 1,416 2,831 5,662 92,291
02/14/2010 9,778 32.60 97,545
02/14/2010 7,669 250,009

(1) Threshold amount reflects the threshold payment level under the Company�s 2010 Management Incentive Plan, which is 50% of the target amount. Maximum
amount reflects 200% of the target amount. The threshold amount is paid if 90% of the performance goal is attained. The maximum amount is paid upon
attaining 120% of the performance goal. For a discussion of the performance targets under the 2010 Management Incentive Plan, see �Annual Incentive Cash
Compensation� above. For the actual payments made to each Named Executive Officer pursuant to the 2010 Management Incentive Plan, see the 2010
Non-Equity Incentive Plan Compensation column of the Summary Compensation Table above.

(2) Represents grants of RS to the applicable Named Executive Officers. These awards vest in equal installments on the anniversary of the grant date over a
four-year period based on the continued employment of the officer. Dividends are paid on the restricted stock, if and at the same rate as dividends are paid on
our outstanding Common Stock.
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(3) Represents grants of stock options to each Named Executive Officer. These awards vest in equal installments on the anniversary of the grant date over a
four-year period, based on the continued employment of the officer.

(4) The exercise price of an option is equal to the closing price of Choice Common Stock on the date of grant. Fair market value was established by the
Committee as the closing price reported on the New York Stock Exchange on the date of the grant. If no shares were traded on the grant date, the Committee
determines the fair market value. The Committee directed that the closing price reported on February 12, 2010 be the fair market value for the grants awarded
on Sunday, February 14, 2010, and Monday, February 15, 2010 since the New York Stock Exchange was not open for trading on either of these days.

(5) Represents the range of PVRSU award sizes upon vesting. These PVRSUs will vest, if at all, depending on the Company�s actual three-year cumulative EPS
compared to the performance target. During the performance periods, dividends accrue on the PVRSUs, if and at the same rate as dividends are paid out on
our outstanding Common Stock; provided, however, that dividends are only paid out to the extent that the PVRSUs actually vest.

NARRATIVE TO THE SUMMARY COMPENSATION TABLE AND

GRANTS OF PLAN-BASED AWARDS TABLE

Employment Agreements

Choice has entered into an Employment Agreement with Mr. Joyce and Choice has entered into a Non-Competition, Non-Solicitation and
Severance Benefit Agreement (�Severance Benefit Agreement�) with Mr. Haase.

Mr. Joyce

On March 21, 2008, Choice entered into an employment agreement with Mr. Joyce, effective May 1, 2008, as amended April 30, 2008 and
further amended September 16, 2010 (as amended, the �Joyce Employment Agreement�). The term of the Joyce Employment Agreement is five
years. The Joyce Employment Agreement provides that, for the first six months of the agreement term, Mr. Joyce would be President and Chief
Operating Officer and, thereafter, he would transition to President and Chief Executive Officer. As previously disclosed, this schedule was
accelerated and Mr. Joyce assumed the role of President and Chief Executive Officer on June 26, 2008. The Joyce Employment Agreement also
provides that Mr. Joyce was to be nominated for election to the Board of Directors as a Class III director. Mr. Joyce was appointed to the Board
of Directors, effective April 30, 2008.

Pursuant to the Joyce Employment Agreement, Mr. Joyce was to receive an initial annual base salary of $675,000 as Chief Operating Officer,
which was to be increased to a minimum of $775,000 annually upon his becoming Chief Executive Officer. In addition, on the effective date of
his employment, Mr. Joyce received (i) such number of restricted shares of Choice Common Stock with a fair market value on the effective date
of $2,310,918, vesting of which is to occur in four equal annual installments beginning one year from the effective date, (ii) such number of
options to purchase Choice Common Stock with a Black-Scholes valuation on the effective date of $2,881,921, vesting of which was to occur in
four equal annual installments beginning one year from the effective date, and (iii) such number of PBRSUs with a fair market value on the
effective date of $2,000,000, vesting of which is to occur five years from the effective date, subject to the satisfaction of certain performance
targets.

In addition, Mr. Joyce is eligible, beginning in fiscal year 2008 and continuing throughout the term of the Joyce Employment Agreement, to earn
a target bonus of 100% per year of his base salary. Pursuant to the Joyce Employment Agreement, Mr. Joyce�s fiscal year 2008 bonus was based
on a full year of service. Commencing with the 2009 annual equity awards, Mr. Joyce will be eligible to receive annual awards of options to
purchase Choice Common Stock and/or restricted stock, with the value of such annual awards to be based on a multiple of his base salary, as
determined in the discretion of the Compensation Committee, but in no event are such annual awards to have a value of less than $1,550,000 on
the date of grant. Mr. Joyce is also eligible to participate in the Choice Supplemental Executive Retirement Plan (�SERP�) and Executive Deferred
Compensation Plan (�EDCP�). As applied to Mr. Joyce under the SERP, upon attaining age 55, his years of service will be deemed to be his actual
years of service plus ten years. As applied to Mr. Joyce under the EDCP, upon attaining age 55, his years of service will be deemed to be ten
years.
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The Joyce Employment Agreement, as amended on September 16, 2010, further provides that Choice will provide Mr. Joyce with (i) an
allowance for automobile expenses of $1,100 a month through 2010 and thereafter, $1,540 a month, (ii) an appropriate corporate membership,
including initial and annual fees, at a dining and/or recreational club of his choice (iii) upon becoming Chief Executive Officer, use of the
aircraft utilized by the Company for personal use for up to 25 flight hours per year through 2010 and thereafter 33 flight hours per year, in each
case consistent with Company policy, (iv) reimbursement for all reasonable expenses incurred by him in the performance of services under the
agreement, including all travel and living expenses while away from home on business or at the request of and in the service of Choice in
accordance with Company policy, (v) participation in all other retirement, health, welfare and fringe benefit plans and policies as generally
afforded to the most senior executives of the Company, as are in effect from time to time. Choice�s obligation to provide additional payments on
a fully grossed up basis to cover certain applicable federal, state and local income and excise taxes, if any, with respect to the provision of the
automobile allowance, club membership and aircraft usage terminates as of December 31, 2010.

Mr. Haase

Mr. Haase, the Company�s Executive Vice President, Global Brands, Marketing & Operations, entered into a Severance Benefit Agreement with
the Company effective January 25, 2008. The Severance Benefit Agreement provides for certain benefits upon specified termination events.
These benefits and the termination events that trigger them are described under �Potential Payments upon Termination or Change in Control�
below. Pursuant to Company action and policies, he currently receives a base salary of $400,000 per year, may participate in our annual
incentive bonus plan with a target bonus equal to 55% of his base salary, and he will be eligible to receive annual awards to purchase Choice
Common Stock and/or restricted stock, with the value of such annual awards to be determined by the Compensation Committee at its discretion.
In addition, Mr. Haase is entitled to receive a monthly automobile allowance and to participate in all other fringe benefits afforded Choice
employees of similar status.

Please see the �Potential Payments Upon Termination or Change in Control� section below for a more detailed discussion on the termination and
severance provisions set forth in each employment agreement described above, as well as the severance and termination provisions and
arrangements applicable to our other Named Executive Officers.
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OUTSTANDING EQUITY AWARDS AT YEAR-END 2010

The following table provides information on the current holdings of stock options and stock awards by the Named Executive Officers. This table
includes unexercised and unvested stock option awards, unvested restricted stock awards and unvested PVRSUs with performance conditions
that have not yet been satisfied. The market value of the restricted stock, PVRSU and PBRSU awards is based on the closing market price of
Choice�s stock as of December 31, 2010, which was $38.27. Because the PVRSUs will be earned, if at all, based on our three-year cumulative
EPS performance as compared to the target EPS goal for the respective period (except for Mr. Joyce�s 2008 PBRSUs that will be earned, if at all,
based upon our five-year cumulative average EPS growth rate) the market value of the PVRSUs and PBRSUs shown in the table is based on
achievement of the �target� level of performance under the awards.

Option Awards(1) Stock Awards(2)

Name
Grant
Date

Number of
Securities

Underlying
Unexercised

Options
Exercisable (#)

Number of
Securities

Underlying
Unexercised

Options
Unexercisable (#)

Option
Exercise
Price ($)

Option
Expiration

Date

Number of
Shares

or
Units

of
Stock
That

Have Not
Vested

(#)

Market
Value of
Shares or
Units of
Stock
That

Have Not
Vested ($)

Equity
Incentive Plan

Awards:
Number of
Unearned

Shares,
Units

or Other
Rights
That

Have Not
Vested (#)

Equity
Incentive Plan

Awards:
Market or

Payout
Value

of Unearned
Shares,
Units

or Other
Rights That

Have Not
Vested ($)

Joyce 5/1/2008 124,801 124,802 $ 34.98 5/1/2015
5/1/2008 57,176 $ 2,188,126
5/1/2008 33,032 $ 1,264,135
2/8/2009 39,664 118,996 $ 26.88 2/8/2016
2/8/2009 10,812 $ 413,775

2/15/2010 100,241 $ 32.60 2/15/2017
2/15/2010 15,338 $ 586,985
2/15/2010 15,338 $ 586,985
2/15/2010 15,338 $ 586,985

White 12/20/2002 18,250 $ 11.71 12/20/2012
2/10/2003 1,500 $ 10.20 2/10/2013
2/14/2005 10,000 $ 29.92 2/14/2015
2/11/2007 625 $ 23,919

12/11/2007 15,000 5,000 $ 36.42 12/11/2014
2/10/2008 9,536 9,537 $ 33.08 2/10/2015
2/10/2008 2,081 $ 79,640
2/8/2009 1,919 $ 73,440
2/8/2009 7,037 21,112 $ 26.88 2/8/2016

2/14/2010 27,868 $ 32.60 2/14/2017
2/14/2010 3,130 $ 119,785
2/14/2010 3,067 $ 117,374
2/14/2010 4,601 $ 176,080

Haase 2/7/2002 14,700 $ 10.58 2/7/2012
2/10/2003 19,600 $ 10.20 2/10/2013
2/14/2005 23,200 $ 29.92 2/14/2015
2/12/2006 10,282 $ 48.75 2/12/2013
2/11/2007 9,408 3,136 $ 41.03 2/11/2014
5/25/2007 18,750 6,250 $ 38.71 5/25/2014
2/10/2008 12,341 12,341 $ 33.08 2/10/2015
2/10/2008 2,682 $ 102,640
3/21/2008 30,553 $ 1,169,263
2/08/2009 3,139 $ 120,130
2/08/2009 11,515 34,548 $ 26.88 2/8/2016
2/14/2010 25,060 $ 32.60 2/14/2017
2/14/2010 3,758 $ 143,819
2/14/2010 3,834 $ 146,727
2/14/2010 12,270 $ 469,573

Pepper 2/10/2003 12,357 $ 10.20 2/10/2013
2/14/2005 17,000 $ 29.92 2/14/2015
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2/12/2006 13,539 $ 48.75 2/12/2013
2/11/2007 11,475 3,825 $ 41.03 2/11/2014
5/25/2007 1,875 $ 71,756
2/10/2008 11,668 11,668 $ 33.08 2/10/2015
2/10/2008 2,575 $ 98,545
2/8/2009 11,515 34,548 $ 26.88 2/8/2016
2/8/2009 3,139 $ 120,130
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Option Awards(1) Stock Awards(2)

Name
Grant
Date

Number of
Securities

Underlying
Unexercised

Options
Exercisable (#)

Number of
Securities

Underlying
Unexercised

Options
Unexercisable (#)

Option
Exercise
Price ($)

Option
Expiration

Date

Number of
Shares

or
Units

of
Stock
That

Have Not
Vested

(#)

Market
Value of
Shares or
Units of
Stock
That

Have Not
Vested ($)

Equity
Incentive Plan

Awards:
Number of
Unearned

Shares,
Units

or Other
Rights
That

Have Not
Vested (#)

Equity
Incentive Plan

Awards:
Market or

Payout
Value

of
Unearned

Shares,
Units

or Other
Rights That

Have Not
Vested ($)

2/14/2010 24,935 $ 32.60 2/14/2017
2/14/2010 2,831 $ 108,342
2/14/2010 2,889 $ 110,562
2/14/2010 7,669 $ 293,493

Pacious 2/11/2007 500 $ 19,135
5/25/2007 625 $ 23,919

12/11/2007 15,000 5,000 $ 36.42 12/11/2014
2/10/2008 7,180 7,181 $ 33.08 2/10/2015
2/10/2008 1,609 $ 61,576
2/8/2009 2,616 $ 100,114
2/8/2009 9,596 28,789 $ 26.88 2/8/2016

2/14/2010 24,935 $ 32.60 2/14/2017
2/14/2010 2,889 $ 110,562
2/14/2010 2,831 $ 108,342
2/14/2010 4,601 $ 176,080

(1) The stock options listed above granted prior to December 20, 2005 vest at a rate of 20% per year, on each grant anniversary date, over the first five years of
the ten-year option term. The stock options listed above granted on or after December 20, 2005 vest 25% per year, on each grant anniversary date, over the
first four years of the seven-year term.

(2) Restricted stock awards granted on and after December 20, 2005 vest at the rate of 25% each year for four years from the date of grant, except for Mr. Haase�s
3/21/2008 award that vests over a three-year period beginning on the third anniversary of the grant date. PVRSUs are earned and vest upon the conclusion of
a three-year performance period based on actual three-year cumulative EPS compared to the performance target. Mr. Joyce�s PBRSUs are earned and vest
upon the conclusion of a five-year performance period based on targeted recurring growth in EPS.
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OPTION EXERCISES AND STOCK VESTED FOR 2010

The following table provides information for each of the Named Executive Officers on stock option exercises during 2010, including the number
of shares acquired upon exercise and the value realized, and the number of shares acquired upon the vesting of stock awards and the value
realized, each before payment of any taxes and broker commissions. Value realized is based on the closing market price of Choice Common
Stock on the date of exercise or vesting, respectively.

Option Awards Stock Awards

Name
Number of Shares

Acquired on Exercise
Value Realized on

Exercise ($)
Number of Shares

Acquired on Vesting
Value Realized on

Vesting ($)
Joyce �  �  20,120 713,042
White (1) �  �  2,707 89,660
Haase �  �  2,093 66,076
Pacious �  �  2,947 97,173
Pepper 6,363 157,667 6,321 201,783

(1) Mr. White elected to defer receipt of 2,707 shares otherwise issuable to him, for a value of $89,660. Mr. White elected to receive this
deferred amount in a lump sum following termination of employment.
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PENSION BENEFITS FOR 2010

Choice�s supplemental executive retirement plan (�SERP�) is a non-contributory defined benefit pension plan covering our Chief Executive Officer
and other key executives approved by the Board of Directors. In 2010, each of the Named Executive Officers were participants in the SERP, but
such participation was subject to the December 31, 2009 suspension of future vesting and accrual of benefits as disclosed above in the
�Compensation Discussion and Analysis.�

Pursuant to the SERP, retirement benefits are determined under a formula based on each participant�s years of service and �final average salary,�
defined as a monthly salary based on the sum of: (a) an average of base salary earned in the highest 60 months out of, and (b) the monthly
pro-rata of the average of the five highest bonus payments earned during, the 120 months of employment immediately prior to the normal
retirement date, the early retirement date or other date of separation from service. Subject to giving effect to the December 31, 2009 suspension
of future accrual of benefits, the formula provides a benefit equal to 1% per year of service up to 15% and 1.5% per year of service thereafter up
to 30%. Participants become vested in their benefits under the SERP upon completion of five years of service. Each of the participating Named
Executive Officers, other than Mr. Joyce, was fully vested as of December 31, 2010. Benefits paid under the SERP are straight life annuity
amounts, although participants have the option of selecting a joint and 50% survivor annuity (for those who are married or have a domestic
partner) or ten-year guaranteed payments. The benefits are not subject to offset for social security and other amounts.

Pursuant to the Joyce Employment Agreement (as defined under �Employment Agreements� above), upon attaining age 55, Mr. Joyce is to be
credited an additional ten years of service for purposes of the SERP. This provision was negotiated with Mr. Joyce at the time of his hire.

Unreduced benefits are available upon retirement at age 65 (the normal retirement age under the plan), or upon retirement at age 55, provided
the participant has a minimum of ten years of service. The SERP does not provide for early retirement with reduced benefits; if a participant
terminates prior to age 65, or prior to age 55 with ten years of service, benefit payments commence on the first day of the month following his or
her 65th birthday. Upon termination for cause, participants forfeit any accumulated benefit under the SERP, even if vested. Further, upon the
death of a participant before payment has begun, his or her spouse (or domestic partner) is generally entitled to receive 50% of the participant�s
vested SERP benefit.

All of the Named Executive Officers currently employed by the Company are entitled to an unreduced benefit at age 65, except Mr. Joyce who,
pursuant to his employment agreement, will be eligible to receive unreduced benefits upon attaining age 55.

No participant is currently eligible for unreduced early retirement benefits under the SERP. However, pursuant to SEC rules, the benefits shown
below assume that each executive will grow into eligibility for unreduced early retirement benefits and retire when first eligible (age 55 for most
Named Executive Officers.)

Name Plan Name

Number of Years of
Credited
Service

Present Value of
Accumulated Benefit ($)(1)

Payments During Last
Fiscal Year

($)
Joyce SERP 13(2) 1,903,928 �  
White SERP 8 192,152 �  
Haase SERP 10 521,523 �  
Pacious SERP 5 124,569 �  
Pepper SERP 8 274,993 �  

(1) Present value of each Named Executive Officer�s accumulated benefit under the SERP computed as of the same pension plan measurement
date used for financial statement reporting purposes with respect to Choice�s 2010 audited financial statements, as required by the rules of
the SEC. For a discussion of the assumptions used in quantifying the present value of each officer�s SERP benefit, see Note 14 to Choice�s
audited financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2010.
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(2) Reflects an additional ten years of service which will be credited to Mr. Joyce upon attaining age 55, in accordance with the terms of his
Employment Agreement. The estimated value of the additional ten years of service credited to Mr. Joyce was $1,637,378 as of
December 31, 2010.

NON-QUALIFIED DEFERRED COMPENSATION FOR 2010

Executive Deferred Compensation Plan.    In 2002, Choice adopted the Choice Hotels International, Inc. Executive Deferred Compensation
Plan (�EDCP�), which became effective January 1, 2003. Our Chief Executive Officer and other key executives approved by the Board (including
each of the Named Executive Officers) are eligible to participate in the EDCP. During 2010, each of the Named Executive Officers participated
in the EDCP. Participants in the EDCP are not entitled to participate in the Non-Qualified Plan described below.

Under the EDCP, participants may defer up to 90% of their base salary and up to 100% of their bonus each year. Choice matches up to 15% of
any deferred salary under the EDCP and the Choice 401(k) plan, offset by the total matching contributions to which the participant is otherwise
entitled under the 401(k) plan. The participant�s right to any Company match vests at 20% per year from the time the participant was first hired,
with all past and future match amounts 100% vested after the participant�s fifth year of service. As of December 31, 2010, each of the
participating Named Executive Officers, other than Mr. Joyce, was fully vested in their Company match amounts.

A participant may elect a return based on a selection of investment options selected by the EDCP�s administrators, which are generally publicly
available mutual funds or other indices. Participants may elect to change their investment options under the EDCP in accordance with Plan
requirements.

Benefits commence under the EDCP upon the death of the participant (to the participant�s beneficiary), or, at the participant�s election, upon the
participant�s termination of employment or, commencing in 2009 on a January designated by the participant, subject to any requirements
imposed by 409A. If no election is made, benefits will commence upon termination of employment, subject to any requirements imposed by
409A. Benefits are payable in a lump-sum payment or in annual installments over a period of up to 20 years, as elected by the participant. If no
election is made, benefits will be paid in a lump sum. Benefits will also automatically be paid in a lump sum if the amount payable as of any
payout date is $100,000 or less.

In December 2008, the Company amended and restated the EDCP to comply with treasury regulations promulgated pursuant to 409A. The
amendment and restatement, which became effective on January 1, 2009, only applies to that portion of each participant�s EDCP account
balances that are subject to 409A (generally, those contribution amounts that became vested or were credited after 2004). The pre-2005 plan
documents continue to apply to the remaining participant account balances under the EDCP.

Stock Deferral Program.    Each Named Executive Officer is entitled to defer all or any portion of any equity award (other than stock options).
The executive may elect to defer the receipt of such equity until termination of their employment or until a specified future date. Any dividends
or other distributions during the deferral period are credited to the executive�s deferred equity account and reinvested in the purchase of
additional Choice Common Stock. In December 2008, the Company amended and restated the 2006 Long-Term Incentive Plan to comply with
treasury regulations promulgated pursuant to 409A. This amendment became effective on January 1, 2009.

Non-Qualified Plan.    In 1997, Choice adopted the Choice Hotels International, Inc. Non-qualified Retirement Savings and Investment Plan
(�Non-Qualified Plan�). Generally, Choice employees with gross earnings that are greater than 125% of the Internal Revenue Service (�IRS�)
highly-compensated employee (�HCE�) limit, but who are not eligible to participate in the EDCP, are eligible to participate in the Non-Qualified
Plan. None of the Named Executive Officers were eligible to participate in the Non-Qualified Plan in 2010. However, Mr. White retains an
account balance under the plan related to his prior plan participation.
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In general, participants under the Non-Qualified Plan may elect to defer up to 90% of their base salary and up to 100% of their annual bonus,
reduced by the deferral limit in effect under the Choice 401(k) plan (which was $16,500 for 2010). Choice matches up to 5% of any deferred
salary under the Non-Qualified Plan, offset by the amount of matching contributions to which the participant is entitled under the 401(k) plan.

Name Plan Name

Executive
Contributions

2010
($)(1)

Registrant
Contributions

2010
($)(2)

Aggregate
Earnings

2010
($)(3)

Aggregate
Withdrawals/
Distributions

($)

Aggregate
Balance

2010
($)

Joyce EDCP 236,135 50,142 58,884 0 731,483
White EDCP 128,237 14,488 50,156 0 651,174

Non-Qualified Plan 0 0 11,868 0 95,279
Stock Deferral Program 89,607 0 31,404 0 319,849

Haase EDCP 229,845 20,131 350,380 0 4,263,134
Stock Deferral Program 0 0 11,425 0 60,276

Pacious EDCP 58,146 12,613 10,867 0 156,501
Pepper EDCP 101,282 13,286 176,649 0 2,114,479

Stock Deferral Program 0 0 42,668 0 230,918

(1) The following salary and bonus (non-equity incentive plan compensation) amounts are included in this column. The salary amounts
represent 2010 base salary deferred by the officer during 2010. The bonus amounts represent the officer�s 2009 annual bonus which was
paid and deferred in early 2010. The salary amounts below are included in the 2010 Salary column of the Summary Compensation Table
above, while the 2009 annual bonus amounts are included in the 2010 Non-Equity Incentive Plan column of the Summary Compensation
Table above.

Name Salary ($) 2009 Annual Bonus ($)
Joyce 119,882 116,250
White 38,862 89,375
Haase 59,861 169,983
Pacious 26,896 31,250
Pepper 30,782 70,500

(2) Amounts in this column are included in the 2010 All Other Compensation column of the Summary Compensation Table above.
(3) Of these amounts, the following earnings on each officer�s EDCP account, which represent guaranteed preferential earnings to each

applicable Named Executive Officer under the EDCP, are included in the 2010 Change in Pension Value and Non-qualified Deferred
Compensation Earnings column of the Summary Compensation Table above: $15,741, Mr. Joyce; $17,326, Mr. White; $123,370,
Mr. Haase; $61,019, Mr. Pepper; and $3,293, Mr. Pacious.

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE OF CONTROL

The tables below reflect the amount of compensation that could have been received by each of the Named Executive Officers in the event such
executive�s employment had terminated under the various applicable triggering events described below as of December 31, 2010. The amounts
shown assume that such termination was effective as of December 31, 2010 and, for any equity-based payments or valuations, the closing stock
price of Choice�s Common Stock on December 31, 2010, or $38.27 per share. The amounts shown are estimates only; the actual amounts to be
paid to each executive will only be determinable at the time of his separation from Choice.
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General Payments Made upon Termination

Regardless of the manner in which his employment terminates, each of the Named Executive Officers is entitled to receive amounts earned
during his term of employment. The following amounts are not included in the tables or narratives below and include:

· base salary earned through the date of termination;

· accrued but unpaid vacation pay earned through the date of termination;

· annual incentive compensation earned during the fiscal year of termination, which for 2010 is reflected in the 2010 Non-Equity
Incentive Plan Compensation column of the Summary Compensation Table above for each Named Executive Officer;

· amounts contributed by the executive under the Choice 401(k) plan;

· payments pursuant to our life insurance plan, available to all employees generally, which provides for one times base salary upon
death;

· except as otherwise noted below, the present value of each executive�s accumulated benefit under the SERP, as set forth in the Pension
Benefits Table above; and

· each executive�s account balance under the EDCP, Non-Qualified Plan and Stock Deferral Program, as applicable and as set forth in
the Non-Qualified Deferred Compensation Table above.

With respect to deferred compensation plans, if the executive has previously elected to receive deferred amounts in the EDCP or Non-Qualified
Plan in installments, the undistributed account balances will continue to be credited with increases or decreases reflecting changes in the
investment options chosen by the executive.

Payments Made upon Constructive Termination or Termination without Cause

Mr. Joyce

Pursuant to the Joyce Employment Agreement, if Mr. Joyce is �constructively terminated� within two years of May 1, 2008 (the effective date of
the agreement), he will be entitled to receive for three years after the date of such constructive termination all forms of compensation under the
Joyce Employment Agreement, except for ungranted stock options and restricted shares, use of the aircraft utilized by the Company, medical
and dental benefits, reimbursement of business expenses and certain other fringe benefits. If Mr. Joyce is constructively terminated more than
two years after May 1, 2008, he will be entitled to receive for the longer of the remainder of the term of the agreement (through May 1, 2013) or
two years after the date of such constructive termination, all forms of compensation under the Joyce Employment Agreement, except for
ungranted stock options and restricted shares, use of the aircraft utilized by the Company, medical and dental benefits, reimbursement of
business expenses and certain other fringe benefits.

During the period of time he is entitled to receive the foregoing constructive termination payments, except for his initial grant of
performance-based restricted stock units, granted on May 1, 2008 in the amount of 57,176 shares (�Initial PBRSUs�), all unvested shares of
restricted stock and stock options are to continue to vest. Mr. Joyce is also entitled to pro-rated vesting for the Initial PBRSUs based upon the
percentage of actual service through constructive termination if the performance targets are met.

The Joyce Employment Agreement also provides for a two-year non-compete and non-solicitation period. Pursuant to the non-compete,
Mr. Joyce may not engage in any competing business in the U.S. or Canada in which, at the time of termination of his employment, Choice is
materially engaged. As used in the Joyce Employment Agreement, a competing business means any business engaged in the mid-market or
economy hotel franchising business or any other line of business that Choice is engaged in at the time of termination. The agreement also
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provides for a general confidentiality provision in favor of Choice.
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Generally, �constructive termination� is defined under Mr. Joyce�s agreement as:

· our removal or termination other than by expiration of the agreement or for cause, death, disability or resignation;

· failure of Choice to place Mr. Joyce�s name in nomination for election to the Board;

· assignment of duties inconsistent with the duties set forth in the agreement;

· a decrease in the executive�s compensation or benefits;

· a change in the executive�s title or line of reporting set forth in the agreement;

· a significant reduction in the scope of the executive�s authority, position, duties or responsibilities;

· the relocation of the executive�s office to a location more than 25 miles from his prior place of employment;

· a change in Choice�s annual bonus program which adversely affects the executive; or

· any other material breach of the agreement by Choice.
Mr. Haase

Under the Severance Benefit Agreement with Mr. Haase, if the executive elects to terminate for �good reason� or if the Company terminates the
executive for any reason other than for �cause,� the executive is entitled to receive continued base salary for 18 months, payable in installments in
accordance with Choice�s normal payroll practices and subject to standard deductions. Generally, �good reason� is defined under each agreement as
a substantial change in the executive�s compensation or position and responsibilities. In addition, the executive will be entitled to any annual
bonuses that would have otherwise been paid during the 18-month period at 100% of the applicable target. The executive will also be eligible to
receive continued medical and dental benefits during the 18-month period to the same extent and at the same cost to the executive as applicable
to Choice�s senior executives, with Choice to continue its employer contributions for such continued benefits. Optional deductions for items such
as retirement plans and life insurance will cease on the termination date. Choice is also obligated to provide the executive with its standard
outplacement services for executive-level employees during the 18-month period, subject to termination in the event the executive secures new
employment.

Pursuant to Mr. Haase�s Severance Benefit Agreement, he will continue to vest in any unvested stock options and other stock awards granted
after the date of his severance agreement (January 25, 2008) during the 18-month period.

As conditions to his continued receipt of the payments and benefits above, Mr. Haase has each agreed that if he becomes employed prior to the
end of the 18-month period, Choice is entitled to offset the payments required above by the amount of any compensation earned by him as a
result of new employment, including unemployment insurance benefits, social security insurance or like amounts. In addition, Mr. Haase must
execute a release in favor of Choice, releasing Choice and its affiliates from any claims relating to his employment with Choice. The agreement
also provides for an 18-month non-compete and non-solicitation period, and a general confidentiality provision in favor of Choice.

Messrs. White, Pepper and Pacious

If Messrs. White, Pepper or Pacious is terminated without cause by Choice, each executive is entitled to severance payments under the Choice
Hotels International Severance Benefit Plan, which applies equally to all Company employees except for those employees who are subject to an
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employment agreement or non-competition, non-solicitation and severance agreement. Under the Choice Hotels International Severance
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Benefit Plan, each participant�s severance benefit, and the length of time after termination for which the participant is eligible for the benefit, is
determined based on his or her base salary, position and years of service as of the termination date. In addition, each participant is entitled to
continuation of medical and dental coverage during the severance period, at the same level the participant was receiving at termination.

Pursuant to the Choice Hotels International Severance Benefit Plan, corporate officers without a specifically applicable written agreement,
which include each of Messrs. White, Pepper and Pacious are entitled to five weeks of base salary (as in effect at termination of employment)
per year of service with Choice, with a minimum of twenty-six weeks of base salary and a maximum of seventy weeks. Additionally, if the
termination occurs on or after June 30, the executive is entitled to receive a full bonus for the year in which the termination occurs. Assuming a
termination as of December 31, 2010, each of Messrs. White and Pepper would be entitled to forty weeks of continued base salary and
Mr. Pacious would be entitled to twenty-six weeks of continued base salary. In addition, each would receive payment of their 2010 incentive
bonus, as well as continued medical and dental benefits during each executive�s severance benefit period. The severance benefit terminates prior
to the end of the severance benefit period provided under the Choice Hotels International Severance Benefit Plan upon the earlier to occur of
(i) death of the participant, or (ii) employment with a new employer. In addition, the severance benefit is subject to the participant�s execution of
a standard release agreement in favor of Choice.

Payments Made upon Death or Disability

Our disability program provides that each of the executives will receive an annual benefit equal to 70% of the previous year�s base salary and
annual bonus, with such amount capped at $25,000 per month. In each case, the disability benefit continues until the executive reaches age 65.

Messrs. White, Haase, Pepper and Pacious have a supplemental executive individual life insurance policy, paid for by Choice, in the amount of
$1,000,000. Premiums on this policy are added to each executive�s taxable income for the year.

Pursuant to the Joyce Employment Agreement, if Mr. Joyce�s employment is terminated because of death or disability, then all of his unvested
restricted stock and stock options continue to vest in accordance with their terms. Mr. Joyce is also entitled to pro-rated vesting of his Initial
PBRSUs based upon the percentage of actual service through the date of death or disability if the performance targets are met.

Payments Made upon Termination Following Change of Control

Mr. Joyce

If, within 12 months after a �change in control,� Mr. Joyce is terminated, pursuant to the Joyce Employment Agreement, he is entitled to receive
severance compensation. If such termination is within two years of May 1, 2008 (the effective date of the agreement), he will be entitled to
receive all forms of compensation under the Joyce Employment Agreement (except for unvested stock options and restricted stock, use of the
aircraft utilized by the Company, medical and dental benefits, reimbursement of business expenses and certain other fringe benefits), for three
years after the date of such change of control termination. If such termination is more than two years after May 1, 2008, he will be entitled to
receive all forms of compensation under the Joyce Employment Agreement (except for unvested stock options and restricted stock, use of the
aircraft utilized by the Company, medical and dental benefits, reimbursement of business expenses and other certain fringe benefits), for the
longer of the remainder of the term of the Joyce Employment Agreement or two and a half years after the date of such change of control
termination.

During the period of time he receives the foregoing change of control severance payments, except for the Initial PBRSUs (as defined above), all
unvested shares of restricted stock and stock options are to automatically become fully vested and any and all restrictions are to lapse
immediately prior to the date of such change of
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control termination. Mr. Joyce is also entitled to pro-rated vesting for the Initial PBRSUs based upon the percentage of actual service through
date of the change in control if the performance targets are met. With respect to PVRSUs that may be awarded in future years, any such shares
will not continue to vest or become vested following any such change.

While Mr. Joyce is entitled to reimbursement of any excise tax charged to him pursuant to his agreement, as of December 31, 2010, Mr. Joyce�s
actual compensation did not rise to the limit set forth by Section 280G(b) of the Internal Revenue Code wherein an excise tax would be imposed.

Upon a change in control termination, Mr. Joyce would be subject to the non-compete and non-solicitation provisions described above, and he
would be required to execute a general release in favor of Choice in order to receive any of the above-described severance payments.

Generally, �change in control� is defined under the agreements described above as:

· any person (with certain exceptions, including Mr. Bainum and his family members) becomes the beneficial owner of 33% or more of
the outstanding voting securities of Choice;

· individuals constituting the Board of Directors of Choice, and the successors of such individuals (as nominated by the Board or
committee thereof), cease to constitute a majority of the Board;

· a merger or other consolidation which results in Choice shareholders owning less than 65% of the surviving entity; and

· the acquisition of Choice, a liquidation or sale of all or substantially all of the assets of Choice, or a tender offer for all or substantially
all of the stock of Choice.

Mr. Haase

For Mr. Haase, if his employment is terminated within 12 months following a �change of control,� and such termination is by Choice without
cause, by him for constructive termination or good reason, he is entitled to receive:

· a lump-sum severance payment of 200% of his base salary then in effect and the full amount of the previous year�s annual incentive
bonus (or if no bonus was paid in the prior year, the maximum target bonus);

· all unvested stock options and restricted stock will accelerate and vest in full and the performance periods for any outstanding
PVRSUs will be deemed completed with the maximum level of performance attained; and

· an amount equal to the excise tax charged to him, if applicable, as a result of the receipt of the payments and benefits described above.
While Mr. Haase is entitled to reimbursement of any excise tax charged to him pursuant to his Severance Benefit Agreement, none of his actual
compensation earned during 2010 rose to the limit set forth by Section 280G(b) of the Internal Revenue Code wherein an excise tax would be
imposed. Also, upon a change in control termination, Mr. Haase would be subject to the non-competition and non-solicitation provisions
described above.

In addition to the other conditions applicable to Mr. Haase in order for him to receive his severance payments, as described above, he is required
to execute a general release in favor of Choice in order to receive any severance payments upon a qualifying termination following a change in
control.
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Mr. Joyce

The following table shows the potential payments upon termination, with or without a change of control, for Mr. Joyce:

Executive Benefits and Payments
Constructive

Termination ($)

Termination
Following

Change-in-
Control ($) Disability ($) Death ($)

Compensation:
Salary Continuation under
Employment Agreement 1,866,667(1) 2,000,000(2) �  �  
Annual Incentive Bonus(3) 1,600,000 1,600,000 �  �  
Benefits & Perquisites:
Auto Allowance 43,120(4) 46,200(5) �  
Disability Income(6) �  �  4,250,000 �  
Health and Welfare Benefits(7) 35,632 35,632 �  �  
Life Insurance Benefits(8) 768 768 �  800,000
Club Membership 34,800(9) 43,500(10) �  �  
Retirement Benefits
SERP (11) 908,907 908,907 �  454,454
Long-Term Incentives:
Stock Options(12)(13) 2,192,230 2,334,326 2,334,326 2,334,326
Restricted Stock Grants(14)(15) 2,558,426 2,851,880 2,851,880 2,851,880
PBRSUs (16) �  �  �  �  

(1) Amount represents continued payment of Mr. Joyce�s base salary, based on his salary as of December 2010, for two years and four months
through April 2013.

(2) Amount represents continued payment of Mr. Joyce�s base salary, based on his salary as of December 2010, for two and one half years
through June 2013.

(3) Amount represents the estimated target incentive bonus amounts for fiscal years 2011 and 2012.
(4) Amount represents continued payment of Mr. Joyce�s auto allowance, as in effect December 2010, for two years and four months through

April 2013.
(5) Amount represents continued payment of Mr. Joyce�s auto allowance, as in effect December 2010, for two years and six months through

June 2013.
(6) Amount represents the aggregate of the current monthly benefit payments at $25,000 per month that Mr. Joyce would be entitled to receive

under the Choice disability program as of December 2010 through the month in which he reaches age 65.
(7) Amount represents reimbursement of COBRA continuation of coverage premiums for Mr. Joyce and his family.
(8) Amount represents the estimated cost of coverage for the life insurance policy provided by Choice to Mr. Joyce through December 31,

2012; however, the amount reflected under the heading �Death� is the estimated value of the proceeds payable to Mr. Joyce�s beneficiary
upon death.

(9) Amount represents continued payment of Mr. Joyce�s club membership, as in effect December 2010, through April 2013, on a fully
grossed-up basis to cover applicable taxes payable by Mr. Joyce on such compensation.

(10) Amount represents continued payment of Mr. Joyce�s club membership, as in effect December 2010 through June 2013, on a fully grossed
up basis to cover applicable taxes payable by Mr. Joyce on such compensation.

(11) As of December 2010, Mr. Joyce has no accrued vested benefit under the SERP; however, his employment agreement provides that he will
be credited with 10 additional years of service upon attaining age 55. Amount represents the present value of the accumulated benefit
under the SERP that Mr. Joyce would receive at age 55. Upon death, Mr. Joyce�s beneficiary is generally entitled to receive 50% of the
SERP balance.
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(12) Upon constructive termination, stock options will continue to vest for a period of two years and four months through April 2013. Upon
death or disability, stock options will continue to vest through the original term of such option. Values presented represent the intrinsic
value of the options based on a closing share price on December 31, 2010 of $38.27.

(13) In the case of termination following a change of control, the stock option awards immediately vest. Values presented represent the intrinsic
value of the options based on a closing share price on December 31, 2010 of $38.27.

(14) Upon constructive termination, restricted stock will continue to vest for a period of two years and four months through April 2013. Upon
death or disability, restricted stock will continue to vest through the original term of the restricted stock. The values presented represent the
value of the stock based on the closing price of our stock on December 31, 2010 of $38.27.

(15) In the case of termination following a change of control, the restricted stock awards immediately vest. The values presented represent the
value of the stock based on the closing price of our stock on December 31, 2010 of $38.27.

(16) Upon constructive termination, death, disability or termination following a change of control, Mr. Joyce is entitled to a pro-rata vesting of
the award if the performance target has been achieved for the period preceding the foregoing triggering events. As of December 31, 2010,
the performance target had not been met.

Mr. White

The following table shows the potential payments upon termination, with or without a change in control, for Mr. White:

Executive Benefits and Payments

Termination
Without
Cause ($)

Termination
Following

Change-in-
Control ($) Disability ($) Death ($)

Benefits & Perquisites:
Salary Continuation under Choice Hotels International Severance Benefit
Plan(1) 250,000 250,000 �  �  
Disability Income(2) �  �  6,750,000 �  
Health and Welfare Benefits(3) 10,330 10,330 �  �  
Life Insurance Benefits(4) 2,303 2,303 �  1,325,000
Retirement Benefits
SERP (5) 91,730 91,730 91,730 45,865
Long-Term Incentives:
Stock Options(6) �  457,224 �  �  
Restricted Stock Grants(7) �  393,224 �  �  
PVRSUs (8) �  394,028 �  �  

(1) Amount represents continuation of base salary, as in effect on December 31, 2010, for forty weeks pursuant to the Choice Hotels
International Severance Benefit Plan. Bonus amounts for 2011 could also become due depending upon the date of termination.

(2) Amount represents the aggregate of the current monthly benefit payments at $25,000 per month that Mr. White would be entitled to
receive under the Choice disability program as of December 31, 2010 through the month in which he reaches age 65.

(3) Amount represents the estimated value of future premiums that Choice would pay on behalf of Mr. White under our medical and dental
plans for continued coverage during the severance period.

(4) Amount represents the estimated cost of coverage for the life insurance policy provided by Choice to Mr. White for forty weeks; however,
the amount reflected under the heading �Death� is the estimated value of the proceeds payable to Mr. White�s beneficiary upon his death.

(5) Amount represents the present value of the accumulated benefit under the SERP, assuming termination on December 31, 2010. As of such
date, Mr. White was not eligible for early termination under the SERP.
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Thus, amount reflects the present value of his benefit based on the normal retirement age under the SERP of 65. Upon death, Mr. White�s
beneficiary is generally entitled to receive 50% of the SERP balance.

(6) Amount represents the estimated value of such options, which would immediately vest upon a change in control. Values presented
represent the intrinsic value of the options based on a closing share price on December 31, 2010 of $38.27.

(7) Upon a termination following a change of control, the restricted stock awards immediately vest. The value has been calculated based on
the closing stock price on December 31, 2010 of $38.27.

(8) Upon a termination following a change of control, unvested awards will accelerate and vest in full and the maximum performance level
under the terms of the awards will be assumed to have been achieved. Values presented represent the value of the stock based on the
closing share price on December 31, 2010 of $38.27 and achievement of the 200% vesting target.

Mr. Haase

The following table shows the potential payments upon termination, with or without a change of control, for Mr. Haase:

Executive Benefits and Payments

Termination

For Good
Reason ($)

Termination

Following

Change in
Control ($) Disability ($) Death ($)

Compensation:
Salary Continuation under
Severance Benefit Agreement(1) 600,000 __  __  __  
Annual Incentive Bonus(2) 220,000 __  __  __  

Benefits & Perquisites:
Cash Severance(3) __  1,353,560 __  __  
Health and Welfare Benefits(4) 20,143 __  
Outplacement Services(5) 18,000 __  __  __  
Disability Income(6) __  __  4,525,000 __  
Life Insurance Benefits(7) 1,911 __  __  1,400,000

Retirement Benefits
SERP(8) 248,967 248,967 248,967 124,484

Long-Term Incentives:
Stock Options(9) 397,429 599,642 __  __  
Restricted Stock Grants(10) 1,167,733 1,905,693 __  __  
PVRSUs (11) __  492,918 __  __  

(1) Amount represents continued payment of Mr. Haase�s base salary, based on his salary as of December 31, 2010, for 18 months following
termination.

(2) Amount represents the estimated target incentive bonus amounts for fiscal year 2011 payable in February 2012.
(3) Amount represents 200% of Mr. Haase�s base salary, based on his salary as of December 31, 2010 and the annual bonus for 2010 paid out

in 2011.
(4) Amount represents the estimated value of the future premiums that Choice would pay on behalf of Mr. Haase under our medical and dental

plans for continued coverage for 18 months following termination.
(5) Amount represents the estimated value of standard outplacement services for up to 18 months following termination.
(6) Amount represents the aggregate of the current monthly benefit payments at $25,000 per month that Mr. Haase would be entitled to

receive under the Choice disability program as of December 31, 2010 through the month in which he reaches age 65.
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(7) Amount represents the estimated cost of coverage for the life insurance policy provided by Choice to Mr. Haase for 18 months; however,
the amount reflected under the heading �Death� is the estimated value of the proceeds payable to Mr. Haase�s beneficiary upon his death.

(8) Amount represents the present value of the accumulated benefit under the SERP, assuming termination on December 31, 2010. As of such
date, Mr. Haase was not eligible for early termination under the SERP. Thus, amount reflects the present value of his benefit based on the
normal retirement age under the SERP of 65. Upon death, Mr. Haase�s beneficiary is generally entitled to receive 50% of the SERP
balance.

(9) For termination without cause, unvested options granted after January 25, 2008 will continue to vest through the term of Mr. Haase�s
Severance Agreement for 18 months following termination. Values presented represent the intrinsic value of the options based on the
closing share price on December 31, 2010 of $38.27. Unvested options immediately vest upon a change in control.

(10) Amount represents the estimated value of restricted stock awards granted after January 25, 2008, which continue to vest through the term
of Mr. Haase�s Severance Agreement, 18 months following termination, upon termination without cause and immediately vest upon a
change of control. Values presented represent the intrinsic value of the options based on a closing share price on December 31, 2010 of
$38.27.

(11) Upon a termination following a change in control, unvested awards will accelerate and vest in full and the maximum performance level
under the terms of the award will be assumed to have been achieved. Values presented represent the value of the stock based on the closing
share price on December 31, 2010 of $38.27 and achievement of the 200% vesting target. For termination without cause, the PVRSUs
granted after January 25, 2005 continue to vest through the term of Mr. Haase�s Severance Agreement, 18 months following termination.

Mr. Pepper

The following table shows the potential payments upon termination, with or without a change in control, for Mr. Pepper:

Executive Benefits and Payments

Termination

Without
Cause ($)

Termination

Following

Change-in-
Control ($) Disability ($) Death ($)

Benefits & Perquisites:
Salary Continuation under Choice Hotels International Severance Benefit
Plan(1) 236,992 236,992 �  �  
Health and Welfare Benefits(2) 10,330 10,330 �  �  
Disability Income(3) �  �  6,525,000 �  
Life Insurance Benefits(4) 724 724 �  1,308,000

Retirement Benefits
SERP(5) 131,277 131,277 131,277 65,639

Long-Term Incentives:
Stock Options(6) �  595,440 �  �  
Restricted Stock Grants(7) �  595,940 �  �  
PVRSUs(8) �  413,775 �  �  

(1) Amount represents continuation of base salary, as in effect on December 31, 2010, for forty weeks pursuant to the Choice Hotels
International Severance Benefit Plan. Bonus amounts for 2011 could also become due depending upon the date of termination.

(2) Amount represents the estimated value of the future premiums that Choice would pay on behalf of Mr. Pepper under our medical and
dental plans for continued coverage during the severance period.
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(3) Amount represents the aggregate of the current monthly benefit payments at $25,000 per month that Mr. Pepper would be entitled to
receive under the Choice disability program as of December 31, 2010 through the month in which he reaches age 65.

(4) Amount represents the estimated cost of coverage for the life insurance policy provided by Choice to Mr. Pepper for forty weeks; however,
the amount reflected under the heading �Death� is the estimated value of the proceeds payable to Mr. Pepper�s beneficiary upon his death.

(5) Amount represents the present value of the accumulated benefit under the SERP, assuming termination on December 31, 2010. As of such
date, Mr. Pepper was not eligible for early termination under the SERP. Thus, amount reflects the present value of his benefit based on the
normal retirement age under the SERP of 65. Upon death, Mr. Pepper�s beneficiary is generally entitled to receive 50% of the SERP
balance.

(6) Amount represents the estimated value of such options, which would immediately vest upon a change in control. Values presented
represent the intrinsic value of the options based on a closing share price on December 31, 2010 of $38.27.

(7) For termination following a change in control, the restricted stock awards immediately vest. The value has been calculated based on the
closing stock price on December 31, 2010 of $38.27.

(8) Upon a termination following a change in control, unvested awards will accelerate and vest in full and the maximum performance level
under the terms of the awards will be assumed to have been achieved. Values presented represent the value of the stock based on the
closing share price on December 31, 2010 of $38.27 and achievement of the 200% vesting target.

Mr. Pacious

The following table shows the potential payments upon termination, with or without a change in control, for Mr. Pacious:

Executive Benefits and Payments

Termination

Without
Cause ($)

Termination
Following

Change-in-

Control ($) Disability ($) Death ($)
Benefits & Perquisites:
Salary Continuation under Choice Hotels International Severance Benefit
Plan(1) 150,000 150,000 �  �  
Health and Welfare Benefits(2) 200 200 �  �  
Disability Income(3) �  __  6,025,000 �  
Life Insurance Benefits(4) 466 466 �  1,300,000

Retirement Benefits
SERP(5) 59,467 59,467 59,467 29,734

Long-Term Incentives:
Stock Options(6) �  515,808 �  �  
Restricted Stock Grants(7) �  429,810 �  �  
PVRSUs(8) �  339,838 �  �  

(1) Amount represents continuation of base salary, as in effect on December 31, 2010, for 26 weeks pursuant to the Choice Hotels
International Severance Benefit Plan. Bonus amounts for 2011 could also become due depending upon the date of termination.

(2) Amount represents the estimated value of the future premiums that Choice would pay on behalf of Mr. Pacious under our medical
and dental plans for continued coverage pursuant during the severance period.

(3) Amount represents the aggregate of the current monthly benefit payments at $25,000 per month that Mr. Pacious would be entitled to
receive under the Choice disability program as of December 31, 2010 through the month in which he reaches age 65.
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(4) Amount represents the estimated cost of coverage for the life insurance policy provided by Choice to Mr. Pacious for 26 weeks; however,
the amount reflected under the heading �Death� is the estimated value of the proceeds payable to Mr. Pacious� beneficiary upon his death.

(5) Amount represents the present value of the accumulated benefit under the SERP, assuming termination on December 31, 2010. As of such
date, Mr. Pacious was not eligible for early termination under the SERP. Thus, amount reflects the present value of his benefit based on the
normal retirement age under the SERP of 65. Upon death, Mr. Pacious� beneficiary is generally entitled to receive 50% of the SERP
balance.

(6) Amount represents the estimated value of such options, which would immediately vest upon a change in control. Values presented
represent the intrinsic value of the options based on a closing share price on December 31, 2010 of $38.27.

(7) For termination following a change in control, the restricted stock awards immediately vest. The value has been calculated based on the
closing stock price on December 31, 2010 of $38.27.

(8) Upon a termination following a change in control, unvested awards will accelerate and vest in full and the maximum performance level
under the terms of the awards will be assumed to have been achieved. Values presented represent the value of the stock based on the
closing share price on December 31, 2010 of $38.27 and achievement of the 200% vesting target.
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NON-EXECUTIVE DIRECTOR COMPENSATION FOR 2010

During 2010, non-employee directors were entitled to receive the following cash and equity compensation:

Compensation ($)
Annual Retainer�Stock
Members�Independent 110,000

Annual Retainer�Cash(2)

Board Member (up to 7 meetings) 20,000(1)

Audit Committee Member (up to 6 meetings) 10,000
Compensation Committee Member (up to 4 meetings) 6,000
Corporate Governance and Nominating Member (up to 2 meetings) 3,000
Diversity Committee Member (up to 2 meetings) 3,000
Audit Committee Chair 15,000
Compensation Committee Chair 7,500
Corporate Governance and Nominating Chair 4,000
Diversity Committee Chair 4,000
Lead Independent Director 6,000

Excess Meeting Fees
Each In-Person Meeting in Excess of Expected Activity Level 2,000
Each Telephonic Meeting in Excess of Expected Activity Level 1,000

(1) In September 2010, the Compensation Committee approved an increase in the Board Service Cash Retainer from $20,000 to $35,000,
effective at the Board Meeting on May 5, 2011.

(2) Committee Chairs also receive the applicable Committee Member Retainer.
The following table illustrates the compensation paid to non-employee directors during 2010:

Name (1)

Fees Earned

or Paid in
Cash($)

Stock
Awards($)(2)

All Other
Compensation($)(3) Total ($)

Fiona P. Dias 33,000 110,020 4,610 147,630
Scott A. Renschler 23,000 110,020 476 133,496
William L. Jews 36,000 110,020 __  146,020
John T. Schwieters 52,000 110,020 3,107 165,127
Ervin R. Shames 52,500 110,020 472 162,992
Gordon A. Smith 29,000 110,020 __  139,020
David C. Sullivan 36,000 110,020 3,717 149,737

(1) Mr. Joyce is not included in the table as he served as an employee of Choice during 2010 and does not receive any compensation for his
role as director. Stewart Bainum, Jr., Chairman of the Board, is also an employee of Choice and does not receive compensation for his
services as a director. Pursuant to the terms of Mr. Bainum�s employment contract, he is paid an annual salary of $200,000, may participate
in the Choice 401(k) and non-qualified deferred compensation plans and is furnished with suitable office space and secretarial assistance,
with access to telephone, computer, fax and other reasonable and necessary office space and office supplies.

(2) Represents the aggregate grant date fair value computed in accordance with FASB ASC Topic 718. As of December 31, 2010, each
director had the following aggregate number of deferred shares accumulated in their deferral accounts for all years of service as a director,
including additional shares credited as a result of reinvestment of dividend equivalents: Fiona P. Dias, 15,512; William L. Jews, 7,254;
John T. Schwieters, 14,713; Ervin R. Shames, 17,961; Gordon A. Smith, 16,975; David C. Sullivan, 13,524; and Scott A. Renschler,
4,437.
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(3) This column includes reimbursements processed in 2010 for spousal travel and the Stay at Choice program which provides
reimbursements to directors when staying at Choice hotels.
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PROPOSAL 2�ADVISORY VOTE APPROVING EXECUTIVE COMPENSATION

As required by the Dodd-Frank Wall Street Reform and Consumer Protection Act, we are seeking shareholder input on our executive
compensation as disclosed in this proxy statement. The Board and the Compensation Committee actively monitor our executive compensation
practices in light of the industry in which we operate and the marketplace for talent in which we compete. We remain focused on compensating
our executive officers fairly and in a manner that incentivizes high levels of performance while providing tools necessary to attract and retain the
best talent. As evidence of our continued monitoring in this area, we made significant changes to our executive compensation program for 2010,
designed to provide a competitive compensation package for our executives while achieving our objective of increasing shareholder value.

As described in the Compensation Discussion and Analysis beginning on page 21 of this Proxy Statement, our executive compensation program
is designed to incentivize achievement of short-and long-term Company and individual performance. By paying for performance, we believe we
align the interests of our executive officers� interests with those of our stockholders. The Company believes the highest executive talent is
attracted to a company that recognizes and rewards performance.

Consistent with the philosophy noted above, the compensation program has been designed to achieve the following objectives:

· Provide an attractive mix of salary and annual short- and long-term incentive compensation at competitive levels, as appropriate for
public companies of our size, to enable the recruitment and retention of highly qualified executives;

· Link pay to corporate and individual performance to encourage and reward excellence and contributions that further our Company�s
success;

· Align the interests of executives with those of our shareholders through grants of equity-based compensation that also provide
opportunities for ongoing executive ownership; and

· Foster long-term focus required for success in the hospitality industry through equity incentives that vest over time.
For these reasons, the Board recommends that shareholders vote in favor of the following resolution:

�RESOLVED, that the compensation paid to the Company�s named executive officers, as disclosed pursuant to the rules of the Securities and
Exchange Commission, including the Compensation Discussion and Analysis, compensation tables and narrative discussion, is hereby
APPROVED�

The vote is advisory and is not binding on the Board. However, the Compensation Committee of the Board expects to take into account the
outcome of the vote as it continues to consider the Company�s executive compensation program.

Board Recommendation

The Board recommends that stockholders vote FOR the approval of executive compensation.
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PROPOSAL 3�ADVISORY VOTE ON FUTURE FREQUENCY OF

THE ADVISORY VOTES ON EXECUTIVE COMPENSATION

As required by the Dodd-Frank Wall Street Reform and Consumer Protection Act , we are seeking shareholder input on how often we will seek
advisory votes on the compensation of named executive officers as disclosed in future proxy statements, similar to Proposal 2 in this Proxy
Statement. We are required to hold such votes at least once every three years. Accordingly, shareholders may indicate their preference to hold
future advisory votes on executive compensation:

· every year;

· every two years; or

· every three years.
You may also abstain from voting. The Board recommends that shareholders vote in favor of holding future advisory votes on executive
compensation every year. Because this vote is non-binding, the Board has discretion to determine how frequently we will hold future advisory
votes on executive compensation. However, the Board of Directors will consider the outcome of this vote in making its determination. Please
note that you are being asked to indicate your preference on the above choices, and you are not being asked to approve or disapprove the Board�s
recommendation.

The Board believes that holding advisory votes on executive compensation every year will allow for shareholder concerns to be voiced regularly
and considered by the Compensation Committee as it undertakes its yearly compensation determinations. As a result, an annual vote will allow
the Compensation Committee to be more informed and responsive to shareholder concerns about the compensation of the Company�s most
highly compensated executive officers. The Board also views an annual vote as a good corporate governance practice.

Board Recommendation

The Board recommends that stockholders vote in favor of holding future advisory votes on executive compensation votes EVERY YEAR.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Company�s policy for the review and approval of related person transactions is contained in the Company�s written Amended and Restated
Basic Policies of the Board of Directors. This policy requires Board approval of any material transactions between the Company and its
directors, officers, shareholders, employees or agents and affiliates. For this purpose, the Company�s Legal Department determines which
transactions may be viewed as material transactions requiring Board approval under the policy. Except as described in this paragraph, the Board
does not apply pre-determined standards in reviewing material transactions. Board approval is also required for investments by directors, officers
or employees in certain entities that compete with, supply to or purchase from the Company unless such investments are in securities of a
company that is listed on a national securities exchange or is regularly traded by national securities dealers (provided that the investments do not
exceed one percent of the market value of the outstanding securities of such company). Investments in Manor Care, Inc. and Sunburst
Hospitality Corporation and their affiliates are exempted from the policy. Set forth below is information regarding certain transactions in which
our executives, directors or entities associated with them had a direct or indirect material interest.

Sunburst Hospitality Corporation (�Sunburst�) is one of the Company�s franchisees, with a portfolio of 25 Choice franchised hotels as of
December 31, 2010. The Chairman of the Board, Stewart Bainum, Jr., along with other Bainum family members, owns a controlling interest in
Sunburst. Total revenue paid by Sunburst to the Company for franchising, royalty, marketing and reservation fees for 2010 was approximately
$4.4 million. The franchise agreements require the payment of certain fees and charges, including the following: (a) a royalty fee of between
2.51% and 5.0% of monthly gross room revenues; (b) a marketing fee of between 0.7% and 2.1% of monthly gross room revenues plus $0.28
per day multiplied by the specified room count; and (c) a reservation fee of 0.88% to 1.75% of monthly gross room revenues. The marketing fee
and the reservation fee are subject to reasonable increases during the term of the franchise if the Company raises such fees uniformly among all
its franchisees, generally.

In connection with Sunburst�s recapitalization in 2000, Choice and Sunburst entered into an Omnibus Amendment of the franchise agreements.
The Omnibus Amendment provides that (i) Sunburst shall pay an application fee of $20,000 on all future franchise agreements, and (ii) no
royalties, marketing or reservation fees shall be payable for a period of two years for the next ten franchise agreements entered into after
December 28, 1998, (iii) Sunburst is not required to pay liquidated damages upon the termination of any franchise agreements unless the related
hotel owned by Sunburst that carried a Choice Hotels brand is not sold by Sunburst within three years from the date such hotel was reflagged
with a different non-Choice Hotels brand, in which case liquidated damages will be paid with respect to any such hotel; not to exceed a
maximum of $100,000, (iv) if Sunburst sells any property that is the subject of an existing Franchise Agreement with Choice Hotels, if that
property is not past due on any fees and (a) is not failing a quality assurance review, Choice Hotels will enter into a new Franchise Agreement
on customary market terms with the buyer (without addendum or property improvement plan), or (b) is failing a quality assurance review,
Choice Hotels will enter into a Franchise Agreement on customary market terms with a property improvement plan containing only those items
necessary to pass such quality assurance review.

The Company entered into an Amended and Restated Employment Agreement with its Chairman of the Board, Stewart Bainum, Jr., in 2008.
Pursuant to which, Mr. Bainum is paid an annual salary of $200,000, may participate in the Choice 401(k) and non-qualified deferred
compensation plans and is furnished with suitable office space and secretarial assistance, with access to telephone, computer, fax and other
reasonable and necessary office services.

In October 2007, the Company entered into a lease for certain office space in Chevy Chase, Maryland, for the purpose of providing office space
to Stewart Bainum, Sr., a principal shareholder of the Company. The terms of the lease require the Company to make rent payments totaling
approximately $360,250 during the initial five-year term. The Company currently provides use of the entire leased space to Stewart Bainum, Sr.
free of charge and reimburses him for the taxes incurred related to the personal use of the office space, which reimbursements are approximately
$40,000 per year.
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The Company subleases space in its Silver Spring, Maryland headquarters complex for use by the Commonweal Foundation (�Commonweal�), a
non-profit organization that supports educational programs and projects assisting disadvantaged youth. Barbara Bainum, the sister of Stewart
Bainum, Jr., is the Chairman of the Board of Commonweal and other Bainum family members, including Scott A. Renschler and Stewart
Bainum, Sr., the father of our Chairman, are members of the Board of Directors of Commonweal. Ms. Bainum served on the Company�s Board
of Directors from 1996 until 2004. Beginning in August 2004, the Company has donated a portion of the value of the subleased space to
Commonweal. The Company is able to claim a deduction for the value of that portion of the subleased space, based on the Company�s costs
under the master lease. Mr. Bainum pays the remaining portion of rent for the space used by Commonweal. During 2010, the Company received
rent payments of $8,000 from Mr. Bainum. The rental payments under the sublease are a pass through of the Company�s costs under the master
lease. As such, the Company believes the sublease is on terms at least as favorable as if obtained from non-related parties. Beginning in April of
2010 and continuing through March 2013 (which is the expiration date of the Company�s master lease), the Company began donating the entire
space utilized by Commonweal, at which point Mr. Bainum stopped making payments to Choice with respect to Commonweal�s use of the
subleased office space. From April through December of 2010, the aggregate value of the space donated to Commonweal is $65,000. The
Company expects to be able to claim a deduction for the value of the entirety of the subleased space, based on the Company�s costs under its
master lease.

The Company maintains an Aircraft Lease Agreement with LP_C, LLC (�LPC�), which is owned by Stewart Bainum, Stewart Bainum, Jr.,
Barbara Bainum and Roberta Bainum. The agreement permits the Company to lease from time to time the aircraft owned by LPC. During 2010,
the Company incurred a total of $0.7 million for aircraft usage pursuant to the agreement. The Company believes the terms of the aircraft lease
are more favorable to the Company than those that could be obtained from non-related parties.

In December 2008, the Company�s Board of Directors approved an arrangement with Realty to permit Realty to utilize the services of one
particular Choice employee from Choice�s Corporate Business & Strategy group. The approved transaction was memorialized in a Consulting
Agreement dated March 1, 2009. Per the terms of the consulting agreement, Realty and its affiliates are permitted to utilize up to 50% of the
designated employee�s overall working time, and in return is required to reimburse Choice for 50% of the Company�s overall cost associated with
the individual�s employment (including base salary, bonus compensation and benefits). During 2010, Realty made $147,000 in reimbursement
payments to Choice pursuant to the consulting agreement.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company�s reporting officers and directors, and persons who own
more than ten percent of the Company�s Common Stock, to file reports of ownership and changes in ownership on Forms 3, 4 and 5 with the
Securities and Exchange Commission (the �Commission�), the NYSE and the Company. Based solely on the Company�s review of the forms filed
with the Commission and written representations from reporting persons that they were not required to file Form 5 for certain specified years,
the Company believes that all of its reporting officers, directors and greater than ten percent beneficial owners complied with all filing
requirements applicable to them during the year ended December 31, 2010, except that the following reports were filed untimely due to
administrative oversight: a Form 4 for Scott Oaksmith reporting one transaction; a Form 4 for Patrick Pacious reporting one transaction; and a
Form 4 for Patrick Cimerola reporting one transaction.
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AUDIT COMMITTEE REPORT

Upon the recommendation of the Audit Committee and in compliance with the regulations of the NYSE, the Board of Directors has adopted an
Audit Committee Charter setting forth the requirements for the composition of the Audit Committee, the qualifications of its members, the
frequency of meetings, and the responsibilities of the Audit Committee. A copy of the Audit Committee charter is available at the investor
relations section of the Company�s website at www.choicehotels.com. The Audit Committee consists of Mr. Schwieters as Chairman,
Mr. Shames, Mr. Sullivan and Mr. Jews. The Audit Committee is composed of four independent directors within the meaning of the NYSE�s
rules.

Report of Audit Committee

The Audit Committee is responsible for providing independent, objective oversight of the Company�s accounting functions and internal controls.
The Audit Committee possesses sole authority to engage and discharge independent registered public accounting firms and to approve all
significant non-audit engagements with such firms. Further responsibilities of the Audit Committee include review of SEC filings and financial
statements and ultimate supervision of the Company�s internal auditing function.

Management is responsible for the Company�s system of internal controls and the financial reporting process. The independent registered public
accounting firm is responsible for performing an independent audit of the Company�s consolidated financial statements and management�s
assessment of internal controls pursuant to Section 404 of the Sarbanes-Oxley Act of 2002 in accordance with Public Company Accounting
Oversight Board (�PCAOB�) standards and to issue a report thereon. The Audit Committee�s responsibility is to monitor and oversee those
processes.

In this context, the Audit Committee has reviewed and discussed with management and the independent registered public accounting firm,
PricewaterhouseCoopers LLP, the Company�s audited financial statements as of and for the year ended December 31, 2010. Management
represented that the consolidated financial statements were prepared in accordance with Generally Accepted Accounting Principles (GAAP).
The Audit Committee discussed with the independent registered public accounting firm matters required to be discussed by Statement on
Auditing Standards (SAS) No. 90, Audit Committee Communications, SAS No. 89, Audit Adjustments and SAS No. 61, Communications with
Audit Committees, as adopted by the PCAOB in Rule 3200T. All of these statements were issued by the American Institute of Certified Public
Accountants.

In addition, the Audit Committee has discussed with PricewaterhouseCoopers LLP their independence from the Company and its management,
including matters in the written disclosure and letter required by applicable requirements of the PCAOB and the provision of non-audit services
by the independent registered public accounting firm. A disclosure summarizing the fees paid to PricewaterhouseCoopers LLP in 2010 for audit
and non-audit services appears below under the heading �Principal Auditor Fees and Services.� All of the services provided by
PricewaterhouseCoopers LLP were pre-approved by the Audit Committee in accordance with its policies and procedures. The Audit Committee
received a description of the services and approved them after determining that they would not affect the auditor�s independence.

The Audit Committee discussed with the Company�s internal auditors and the independent registered public accounting firm the overall scopes
and plans for their respective audits. The Audit Committee met with the internal auditors and the independent registered public accounting firm,
with and without management present, to discuss the results of their examinations, the evaluations of the Company�s internal controls and the
overall quality of the Company�s financial reporting.

Based on the Audit Committee�s discussions referred to above, the Audit Committee recommended to the Board of Directors that the audited
consolidated financial statements be included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2010, for filing
with the Securities and Exchange Commission.

AUDIT COMMITTEE

John T. Schwieters, Chairman

Ervin R. Shames

David C. Sullivan

William Jews
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PROPOSAL 4�RATIFICATION OF THE APPOINTMENT OF

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Appointment of Independent Registered Public Accounting Firm

The Audit Committee of the Board has appointed PricewaterhouseCoopers LLP as the independent registered public accounting firm to audit the
Company�s consolidated financial statements for the fiscal year ending December 31, 2011. During fiscal year 2010, PricewaterhouseCoopers
LLP served as the Company�s independent registered public accounting firm and also provided certain tax and other audit related services. See
�Principal Auditor Fees and Services� below.

As a matter of good corporate governance, the appointment of PricewaterhouseCoopers LLP is being presented to the shareholders for
ratification. If the appointment is not ratified, the Board will consider whether it should select a different independent registered public
accounting firm.

The Company expects that representatives of PricewaterhouseCoopers LLP will be present at the Annual Meeting. They will be given an
opportunity to make a statement if they desire to do so, and it is expected that they will be available to respond to appropriate questions.

Principal Auditor Fees and Services

During fiscal years 2010 and 2009, the Audit Committee pre-approved all audit and non-audit services provided by our independent registered
public accounting firm. The following table presents fees for audit services rendered by PricewaterhouseCoopers LLP for the audit of the
Company�s annual financial statements relating to fiscal years 2010 and 2009, and fees incurred for other services rendered by
PricewaterhouseCoopers LLP relating to those periods.

Fees
Fiscal Year Ended
December 31, 2010

Fiscal Year Ended
December 31, 2009

Audit Fees $ 866,389 $    825,313
Audit Related Fees(1) $ 216,237 $ 105,100
Tax Fees(2) $ 119,208 $ 37,823
All Other Fees(3) $ 4,071 $ 1,500

Total $ 1,205,905 $ 969,736

(1) Audit Related Fees primarily include employee benefit plan audits, Franchise Disclosure Document consents, review of the Company�s
proxy statement, audits of the Company�s marketing and reservations activities and other miscellaneous assurance services. For 2010, Audit
Related Fees also included an audit in connection with the Company�s registration and sale of debt securities.

(2) Tax Fees primarily related to review of certain Company income tax returns and certain state and international tax matters.
(3) All Other Fees include renewal fees for the online Comperio accounting research software program provided by PricewaterhouseCoopers

LLP.
Board Recommendation

The Board recommends a vote FOR the ratification of PricewaterhouseCoopers LLP as the Company�s independent registered public accounting
firm for the fiscal year ending December 31, 2011.
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SHAREHOLDER PROPOSALS FOR 2012 ANNUAL MEETING

A shareholder who intends to have a shareholder proposal included in the Company�s proxy statement for the 2012 Annual Meeting must submit
such proposal so that it is received by the Company�s Corporate Secretary no later than December 2, 2011.

A shareholder who intends to present a proposal at the 2012 Annual Meeting, but does not seek to have the proposal included in the Company�s
proxy statement for the 2012 Annual Meeting, must deliver notice to the Company no later than March 6, 2012, but not prior to February 5,
2012.

A shareholder who intends to nominate one or more persons for election to the Board of Directors at the 2012 Annual Meeting must deliver
notice to the Company no later than March 6, 2012, but not prior to February 5, 2012. Such notice must set forth (a) the name and address of the
shareholder who intends to make the nomination and the name, age, business address, residence address and principal occupation of the person
or persons to be nominated, (b) a representation that the shareholder is a holder of record of stock of the Company entitled to vote at such
meeting and intends to appear in person or by proxy at the meeting to nominate the person or persons specified in the notice, (c) a description of
all arrangements or understandings between the shareholder and each nominee and any other person or persons (naming, such person or persons)
relating to the nomination or nominations, (d) the class and number of shares of the Company which are beneficially owned by such shareholder
and the person to be nominated as of the date of such shareholder�s notice and by any other shareholder known by such shareholder to be
supporting such nominees as of the date of such shareholder�s notice, (e) such other information regarding each nominee proposed by such
shareholder as would be required to be included in a proxy statement filed pursuant to the proxy rules of the SEC, and (f) the consent of each
nominee to serve as a director of the Company if so elected.

SHAREHOLDERS SHARING THE SAME LAST NAME AND ADDRESS

In accordance with notices that we sent to certain shareholders, we are sending only one copy of our annual report on Form 10-K and proxy
statement to shareholders who share the same last name and address, unless they have notified us that they want to continue receiving multiple
copies. This practice, known as �householding,� is designed to reduce duplicate mailings and save significant printing and postage costs as well as
natural resources.

If you received a householded mailing this year and you would like to have additional copies of our annual report on Form 10-K and/or proxy
statement mailed to you, or you would like to opt out of this practice for future mailings, please submit your request to our Corporate Secretary
by mail to Corporate Secretary, Choice Hotels International, Inc., 10750 Columbia Pike, Silver Spring, Maryland 20901 or call our Investor
Relations department at (301) 592-5026. We will promptly send additional copies of the annual report on Form 10-K and/or proxy statement
upon receipt of such request. You may also contact us at the same mailing address and phone number provided above if you received multiple
copies of the Annual Meeting materials and would prefer to receive a single copy in the future.

SOLICITATION OF PROXIES

The Company will bear the cost of the solicitation. In addition to solicitation by mail, the Company will request banks, brokers and other
custodian nominees and fiduciaries to supply proxy material to the beneficial owners of Company Common Stock of whom they have
knowledge, and will reimburse them for their expenses in so doing; certain directors, officers and other employees of the Company, not specially
employed for the purpose, may solicit proxies, without additional remuneration therefore by personal interview, mail, telephone or telegraph.
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OTHER MATTERS TO COME BEFORE THE MEETING

The Board of Directors does not know of any matters which will be brought before the 2011 Annual Meeting other than those specifically set
forth in the notice of meeting. If any other matters are properly introduced at the meeting for consideration, including, among other things,
consideration of a motion to adjourn the meeting to another time or place, the individuals named on the enclosed proxy card will have discretion
to vote in accordance with their best judgment, unless otherwise restricted by law.
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Using a black ink pen, mark your votes with an X as shown in

this example. Please do not write outside the designated areas. X

01A2ID

1 U PX +

_ PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. _

Annual Meeting Proxy Card

Date (mm/dd/yyyy) � Please print date below. Signature 1 � Please keep signature within the box. Signature 2 � Please keep signature within the box.

+

For Against Abstain

IMPORTANT ANNUAL MEETING INFORMATION

4. Ratification of the appointment of PricewaterhouseCoopers LLP

as the Company�s independent registered public accounting firm

for the fiscal year ending December 31, 2011.

B Authorized Signatures � This section must be completed for your vote to be counted. � Date and Sign Below

Signatures should correspond exactly with the name or names appearing above. Attorneys, trustees, Executors, administrators, guardians and others signing in a
representative capacity should

designate their full titles. If the signer is a corporation, please sign the full corporate name by a duly authorized officer.

For Withhold For Withhold For Withhold

A Proposals � The Board of Directors unanimously recommends that shareholders vote FOR Proposals One, Two and Four, and

1 YEAR on Proposal Three.

01�Stewart Bainum, Jr. 02�Ervin R. Shames 03�Gordon A. Smith

1. Election of three Class II Directors:

1 Yr 2 Yrs 3 Yrs Abstain

3. Advisory vote on the frequency of future advisory

votes on executive compensation.

2. Advisory vote on executive compensation.

1 1 0 2 7 9 2
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_ PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. _

10750 Columbia Pike, Silver Spring, Maryland 20901

PROXY SOLICITED BY THE BOARD OF DIRECTORS FOR ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD MAY 5, 2011

The undersigned hereby appoints STEPHEN P. JOYCE and ERVIN R. SHAMES, and each of them, the true and lawful attorneys and proxies, with full power

of substitution, to attend the Annual Meeting of Shareholders of Choice Hotels International, Inc. (the �Company�) to be held on May 5, 2011 at 9:00 a.m. at

the Company�s offices, 10720 Columbia Pike, Silver Spring, Maryland and at any adjournment thereof, and to vote all shares of common stock held of record

which the undersigned could vote, with all the powers the undersigned would possess if personally present at such meeting, as designated on the

reverse side.

All shares of Company common stock that are represented at the Annual Meeting by properly executed proxies received prior to or at the Annual

Meeting and not revoked will be voted at the Annual Meeting in accordance with the instructions indicated herein. If no instructions are indicated

for Proposals One, Two, Three or Four, such proxies will be voted in accordance with the Board of Directors� recommendation as set forth herein

with respect to such proposal(s).

(Items to be voted appear on reverse side.)

Proxy � CHOICE HOTELS INTERNATIONAL, INC.

Edgar Filing: GENWORTH FINANCIAL INC - Form 10-Q

Table of Contents 68



Using a black ink pen, mark your votes with an X as shown in

this example. Please do not write outside the designated areas. X

01A2HD

1 U PX +

Annual Meeting Proxy Card

Date (mm/dd/yyyy) � Please print date below. Signature 1 � Please keep signature within the box. Signature 2 � Please keep signature within the box.

+

For Against Abstain

For Withhold For Withhold For Withhold

IMPORTANT ANNUAL MEETING INFORMATION

2. Advisory vote on executive compensation.

4. Ratification of the appointment of PricewaterhouseCoopers LLP

as the Company�s independent registered public accounting firm

for the fiscal year ending December 31, 2011.

3. Advisory vote on the frequency of future advisory

votes on executive compensation.

A Proposals � The Board of Directors unanimously recommends that shareholders vote FOR Proposals One, Two and Four, and

1 YEAR on Proposal Three.

01�Stewart Bainum, Jr. 02�Ervin R. Shames 03�Gordon A. Smith

1. Election of three Class II Directors:

C Authorized Signatures � This section must be completed for your vote to be counted. � Date and Sign Below

Signatures should correspond exactly with the name or names appearing above. Attorneys, trustees, Executors, administrators, guardians and others signing in a
representative capacity should

designate their full titles. If the signer is a corporation, please sign the full corporate name by a duly authorized officer.

B Non-Voting Items Meeting Attendance Mark box to the right if you plan to attend the Annual Meeting.

Change of Address � Please print new address below.

1 Yr 2 Yrs 3 Yrs Abstain 000000000.000000 ext 000000000.000000 ext 000000000.000000 ext 000000000.000000 ext 000000000.000000 ext
000000000.000000 ext 000004 MR A SAMPLE DESIGNATION (IF ANY)

ADD 1 ADD 2 ADD 3 ADD 4 ADD 5 ADD 6
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ENDORSEMENT_LINE            SACKPACK              1234 5678 9012 345 1 1 0 2 7 9 1

MR A SAMPLE (THIS AREA IS SET UP TO ACCOMMODATE

140 CHARACTERS) MR A SAMPLE AND MR A SAMPLE AND

MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND

MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND MMMMMMMMM

C 1234567890 J N T C123456789

_IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM
PORTION IN THE ENCLOSED ENVELOPE._

Electronic Voting Instructions

You can vote by Internet or telephone!

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the two voting

methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by

1:00 a.m., Eastern Time, on May 5, 2011.

Vote by Internet

� Log on to the Internet and go to

www.envisionreports.com/chh

� Follow the steps outlined on the secured website.

Vote by telephone

� Call toll free 1-800-652-VOTE (8683) within the USA,

US territories & Canada any time on a touch tone

telephone. There is NO CHARGE to you for the call.

� Follow the instructions provided by the recorded message.
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CHOICE HOTELS INTERNATIONAL, INC.

ANNUAL MEETING, MAY 5, 2011 AT 9:00 A.M.

DIRECTIONS TO CHOICE HOTELS INTERNATIONAL

10720 Columbia Pike

Silver Spring, MD 20901

From Washington, DC�16th Street north to Route 29 (Colesville Road). Pass over the Beltway (I-495), at which point Colesville Road becomes

Columbia Pike. Choice Hotels Headquarters is on the left side approximately 2 miles past the Beltway.

From National Airport�Take George Washington Parkway approximately 8 miles to the Beltway I-495 North. Go north and follow the Beltway as it

curves east to Exit 30�North Colesville Road. Go approximately 2 1/2 miles to Choice Hotels Headquarters on your left side.

From Dulles Airport�Use Dulles Free Access (stay off toll road). Go east approximately 18 miles to I-495 North Beltway. Go north and follow the

Beltway as it curves east to Exit 30�North Colesville Road. Go approximately 2 1/2 miles to Choice Hotels Headquarters on your left hand side.

From BWI Airport�Take 195 West for 4 miles. Then take I-95 South for 14 miles to Highway 198 West toward Burtonsville. Go west 3 miles to

Route 29�Colesville Road. Turn left on Route 29 South and go approximately 7 miles to Choice Hotels Headquarters on the right side.

From Baltimore, MD�Take I-95 South to Highway 198 West toward Burtonsville. Go west 3 miles to Route 29�Colesville Road. Turn left on

Route 29 South and go approximately 7 miles to Choice Hotels Headquarters on the right side.

10750 Columbia Pike, Silver Spring, Maryland 20901

PROXY SOLICITED BY THE BOARD OF DIRECTORS FOR ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD MAY 5, 2011

The undersigned hereby appoints STEPHEN P. JOYCE and ERVIN R. SHAMES, and each of them, the true and lawful attorneys and proxies, with full power

of substitution, to attend the Annual Meeting of Shareholders of Choice Hotels International, Inc. (the �Company�) to be held on May 5, 2011 at 9:00 a.m. at

the Company�s offices, 10720 Columbia Pike, Silver Spring, Maryland and at any adjournment thereof, and to vote all shares of common stock held of record

which the undersigned could vote, with all the powers the undersigned would possess if personally present at such meeting, as designated on the

reverse side.

All shares of Company common stock that are represented at the Annual Meeting by properly executed proxies received prior to or at the Annual

Meeting and not revoked will be voted at the Annual Meeting in accordance with the instructions indicated herein. If no instructions are indicated

for Proposals One, Two, Three or Four, such proxies will be voted in accordance with the Board of Directors� recommendation as set forth herein

with respect to such proposal(s).
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(Items to be voted appear on reverse side.)

Proxy � CHOICE HOTELS INTERNATIONAL, INC.

_IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM
PORTION IN THE ENCLOSED ENVELOPE._
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