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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended March 31, 2019

OR

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

For the transition period from to

Commission File Number: 1-11884

ROYAL CARIBBEAN CRUISES LTD.

(Exact name of registrant as specified in its charter)

Republic of Liberia 98-0081645

(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1050 Caribbean Way, Miami, Florida 33132

(Address of principal executive offices) (zip code)

(305) 539-6000

(Registrant’s telephone number, including area code)

N/A

(Former name, former address and former fiscal year, if changed since last report)

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 y No o
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted 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 such files). Yesy No o

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 definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company o

Emerging growth company o

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. o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yeso Noy

There were 209,647,874 shares of common stock outstanding as of April 24, 2019.



Edgar Filing: ROYAL CARIBBEAN CRUISES LTD - Form 10-Q




Edgar Filing: ROYAL CARIBBEAN CRUISES LTD - Form 10-Q

Table of Contents

ROYAL CARIBBEAN CRUISES LTD.
TABLE OF CONTENTS
Page

PART I. FINANCIAL INFORMATION

=

Item 1. Financial Statements
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 26
Item 3. Quantitative and Qualitative Disclosures About Market Risk 40
Item 4. Controls and Procedures 40

PART II. OTHER INFORMATION

Item 1. Legal Proceedings 42
Item 1A. Risk Factors 42
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 50
Item 6. Exhibits 51

SIGNATURES 52




Edgar Filing: ROYAL CARIBBEAN CRUISES LTD - Form 10-Q

Table of Contents

PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

ROYAL CARIBBEAN CRUISES LTD.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(unaudited; in thousands, except per share data)

Quarter Ended March 31,
2019 2018
Passenger ticket revenues $1,709,984 $1,425,644
Onboard and other revenues 729,783 602,112
Total revenues 2,439,767 2,027,756
Cruise operating expenses:
Commissions, transportation and other 363,155 290,609
Onboard and other 135,170 99,537
Payroll and related 269,532 227,156
Food 139,534 119,642
Fuel 160,171 160,341
Other operating 346,142 278,734
Total cruise operating expenses 1,413,704 1,176,019
Marketing, selling and administrative expenses 414,947 337,361
Depreciation and amortization expenses 292,285 240,230
Operating Income 318,831 274,146
Other income (expense):
Interest income 9,784 7,733
Interest expense, net of interest capitalized (100,415 ) (67,878 )
Equity investment income 33,694 28,752
Other expense (5,088 ) (24,100 )
(62,025 ) (55,493 )
Net Income 256,806 218,653
Less: Net Income attributable to noncontrolling interest 7,125 —
Net Income attributable to Royal Caribbean Cruises Ltd. $249,681 $218,653
Earnings per Share:
Basic $1.19 $1.03
Diluted $1.19 $1.02
Weighted-Average Shares Outstanding:
Basic 209,322 212,610
Diluted 209,874 213,602
Comprehensive Income
Net Income $256,806  $218,653
Other comprehensive income (loss):
Foreign currency translation adjustments 564 1,160
Change in defined benefit plans (653 ) 7,760
Gain on cash flow derivative hedges 48,843 142,530
Total other comprehensive income 48,754 151,450
Comprehensive Income 305,560 370,103

Less: Comprehensive Income attributable to noncontrolling interest 7,125 —
Comprehensive Income attributable to Royal Caribbean Cruises Ltd. $298,435 $370,103
The accompanying notes are an integral part of these consolidated financial statements.
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ROYAL CARIBBEAN CRUISES LTD.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

As of
March 31, December 31,
2019 2018
(unaudited)
Assets
Current assets
Cash and cash equivalents $248,197 $287,852
Trade and other receivables, net 374,982 324,507
Inventories 157,939 153,573
Prepaid expenses and other assets 491,553 456,547
Derivative financial instruments 60,451 19,565
Total current assets 1,333,122 1,242,044
Property and equipment, net 23,641,251 23,466,163
Operating lease right-of-use assets 777,551 —
Goodwill 1,378,362 1,378,353
Other assets 1,589,763 1,611,710
Total assets $28,720,049 $27,698,270
Liabilities, Redeemable Noncontrolling Interest and Shareholders’ Equity
Current liabilities
Current portion of debt $1,646,324 $1,646,841
Commercial paper 1,112,030 775,488
Current portion of operating lease liabilities 88,497 —
Accounts payable 497,180 488,212
Accrued interest 120,131 74,550
Accrued expenses and other liabilities 823,097 899,761
Derivative financial instruments 89,023 78,476
Customer deposits 3,729,661 3,148,837
Total current liabilities 8,105,943 7,112,165
Long-term debt 7,526,330 8,355,370
Long-term operating lease liabilities 708,371 —
Other long-term liabilities 560,690 583,254
Total liabilities 16,901,334 16,050,789
Commitments and contingencies (Note 11)
Redeemable noncontrolling interest 549,645 542,020
Shareholders’ equity
Preferred stock ($0.01 par value; 20,000,000 shares authorized; none outstanding) — —
Common stock ($0.01 par value; 500,000,000 shares authorized; 236,380,544 and ’ 364 )358
235,847,683 shares issued, March 31, 2019 and December 31, 2018, respectively) ’ ’
Paid-in capital 3,432,419 3,420,900
Retained earnings 10,366,612 10,263,282
Accumulated other comprehensive loss (578,980 ) (627,734 )

Treasury stock (26,830,765 common shares at cost, at both March 31, 2019 and
December 31, 2018) (1953345 ) (1953345 )

Total shareholders’ equity 11,269,070 11,105,461
Total liabilities, redeemable noncontrolling interest and shareholders’ equity $28,720,049 $27,698,270
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ROYAL CARIBBEAN CRUISES LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited; in thousands)

Operating Activities

Net income

Adjustments:

Depreciation and amortization

Impairment losses

Net deferred income tax expense (benefit)

Gain on derivative instruments not designated as hedges
Share-based compensation expense

Equity investment income

Amortization of debt issuance costs

Changes in operating assets and liabilities:
Increase in trade and other receivables, net
(Increase) decrease in inventories

Increase in prepaid expenses and other assets
Increase in accounts payable

Increase in accrued interest

Decrease in accrued expenses and other liabilities
Increase in customer deposits

Dividends received from unconsolidated affiliates
Other, net

Net cash provided by operating activities
Investing Activities

Purchases of property and equipment

Cash received on settlement of derivative financial instruments
Cash paid on settlement of derivative financial instruments

Cash received on loans to unconsolidated affiliates
Other, net

Net cash used in investing activities

Financing Activities

Debt proceeds

Debt issuance costs

Repayments of debt

Proceeds from issuance of commercial paper notes
Repayments of commercial paper notes

Purchases of treasury stock

Dividends paid

Proceeds from exercise of common stock options
Other, net

Net cash (used in) provided by financing activities
Effect of exchange rate changes on cash

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period

Three Months Ended
March 31,
2019 2018

$256,806 $218,653

292,285 240,230
— 23,343
2,983 (1,504 )
(4,780 ) (7,810 )
27,322 20,164
(33,694 ) (28,752 )
10,366 10,108

(44,382 ) (10,181 )
(4,366 ) 567
(12,323 ) (89,725 )
8,843 110,467
45,581 42,919
(68,688 ) (109,136 )
580,735 477,878
42,435 37,918
(20,669 ) (11,017 )
1,078,454 924,122

(470,116 ) (1,720,233
5,803 64,487
(678 ) —

11,824 13,953
2,719 (3,353 )
(450,448 ) (1,645,145

316,810 2,544,737
(3,675 ) (41,344 )
(1,146,674 (1,394,223
5,039,834 —
(4,711,208 —

— (275,038 )
(146,817 ) (127,840 )
241 3,863
(16,192 ) 1,697
(667,681 ) 711,853
20 303
(39,655 ) (8,867 )
287,852 120,112
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Cash and cash equivalents at end of period $248,197 $111,245
Supplemental Disclosure

Cash paid during the period for:

Interest, net of amount capitalized $37,103 $16,953
The accompanying notes are an integral part of these consolidated financial statements.
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ROYAL CARIBBEAN CRUISES LTD.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(unaudited; in thousands)

Balance at January 1, 2019

Activity related to employee stock

plans

Common Paid-in

Stock

$2,358
6

Common stock dividends, $0.70 per

share
Changes related to cash flow
derivative hedges

Change in defined benefit plans

Foreign currency translation
adjustments

Net Income attributable to Royal

Caribbean Cruises Ltd.
Balance at March 31, 2019

Balance at January 1, 2018

Cumulative effect of accounting

changes

Activity related to employee stock

plans

$2,364

Capital

$3,420,900
11,519

$3,432,419 $10,366,612

Common Paid-in

Stock

$2,352

5

Common stock dividends, $0.60 per

share
Changes related to cash flow
derivative hedges

Change in defined benefit plans

Foreign currency translation
adjustments
Purchases of treasury stock

Net Income attributable to Royal

Caribbean Cruises Ltd.
Balance at March 31, 2018

$2,357

Capital

$3,390,117

(62

$3,390,055 $9,090,544 $ (182,815

Retained
Earnings

$10,263,282

(146,351

249,681

Retained
Earnings
$9,022,405
(23,476

(127,038

218,653

Accumulated
Other

Comprehensive Stock

Income (Loss)

$ (627,734 )
) —
48,843
(653 )
564
$ (578980 )
Accumulated
Other
Comprehensive
Income (Loss)
$ (334,265 )
) —
) —
142,530
7,760
1,160

Total
Shareholders'
Equity

$(1,953,345) $11,105,461
— 11,525

Treasury

— (146,351 )

— 48,843
— (653 )
— 564

— 249,681
$(1,953,345) $11,269,070

Treasur Total
ury Shareholders'
Stock }
Equity

$(1,378,306) $10,702,303

— (23476 )
— 7 )
— (127,038 )
— 142,530
— 7,760
— 1,160
(275,039 ) (275,039 )
— 218,653

$(1,653,345) $10,646,796
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ROYAL CARIBBEAN CRUISES LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

As used in this Quarterly Report on Form 10-Q, the terms “Royal Caribbean,” the “Company,” “we,” “our” and “us” refer to
Royal Caribbean Cruises Ltd. and, depending on the context, Royal Caribbean Cruises Ltd.’s consolidated subsidiaries
and/or affiliates. The terms “Royal Caribbean International,” “Celebrity Cruises,” “Azamara Club Cruises” and "Silversea
Cruises" refer to our wholly- or majority-owned global cruise brands. Throughout this report, we also refer to regional
brands in which we hold an ownership interest, including “TUI Cruises” and “Pullmantur.” However, because these
regional brands are unconsolidated investments, our operating results and other disclosures herein do not include these
brands unless otherwise specified. In accordance with cruise vacation industry practice, the term “berths” is determined
based on double occupancy per cabin even though many cabins can accommodate three or more passengers. This
report should be read in conjunction with our Annual Report on Form 10-K for the year ended December 31, 2018,
including the audited consolidated financial statements and related notes included therein.

This Quarterly Report on Form 10-Q also includes trademarks, trade names and service marks of other companies.
Use or display by us of other parties’ trademarks, trade names or service marks is not intended to and does not imply a
relationship with, or endorsement or sponsorship of us by, these other parties other than as described herein.

Note 1. General

Description of Business

We are a global cruise company. As of March 31, 2019, we control and operate four global cruise brands: Royal
Caribbean International, Celebrity Cruises, Azamara Club Cruises and Silversea Cruises (collectively, our "Global
Brands").

We also own a 50% joint venture interest in the German brand TUI Cruises and a 49% interest in the Spanish brand
Pullmantur (collectively, our "Partner Brands"). We account for our investments in our Partner Brands under the
equity method of accounting.

Basis for Preparation of Consolidated Financial Statements

The unaudited consolidated financial statements are presented pursuant to the rules and regulations of the Securities
and Exchange Commission. In our opinion, these statements include all adjustments necessary for a fair statement of
the results of the interim periods reported herein. Adjustments consist only of normal recurring items, except for any
items discussed in the notes below. Certain information and footnote disclosures normally included in financial
statements prepared in accordance with accounting principles generally accepted in the United States of America
(“GAAP”) have been condensed or omitted as permitted by such rules and regulations. Estimates are required for the
preparation of financial statements in accordance with these principles. Actual results could differ from these
estimates. Refer to Note 2. Summary of Significant Accounting Policies in this Quarterly Report on Form 10-Q and in
our Annual Report on Form 10-K for the year ended December 31, 2018 for a discussion of our significant accounting
policies.

All significant intercompany accounts and transactions are eliminated in consolidation. We consolidate entities over
which we have control, usually evidenced by a direct ownership interest of greater than 50%, and variable interest
entities where we are determined to be the primary beneficiary. Refer to Note 7. Other Assets for further information
regarding our variable interest entities. We consolidate the operating results of Silversea Cruises on a three-month
reporting lag to allow for more timely preparation of our consolidated financial statements. No material events or
other transactions involving Silversea Cruises have occurred from December 31, 2018 through March 31, 2019 that
would require further disclosure or adjustment to our consolidated financial statements as of and for the quarter ended
March 31, 2019. For affiliates we do not control but over which we have significant influence on financial and
operating policies, usually evidenced by a direct ownership interest from 20% to 50%, the investment is accounted for
using the equity method.

Note 2. Summary of Significant Accounting Policies

Adoption of Accounting Pronouncements

Leases

11
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On January 1, 2019, we adopted the guidance codified in Accounting Standard Codification ("ASC") 842, Leases,
("ASC 842") using the modified retrospective approach and elected the optional transition method, which allows
entities to initially apply the standard at the adoption date and recognize a cumulative-effect adjustment to the opening
balance of retained earnings in the period of adoption. Upon adoption, we applied the guidance to all existing leases.

5
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For leases with a term greater than 12 months, the new guidance requires the lease rights and obligations arising from
the leasing arrangements, including operating leases, to be recognized as assets and liabilities on the balance sheet.
Upon adoption of the new guidance, the most significant impact was the recognition of right-of-use assets and lease
liabilities relating to operating leases in the amounts of $801.8 million and $820.5 million, respectively, reported
within Operating lease right-of-use assets and Long-term operating lease liabilities, respectively, with the current
portion of the liability reported within Current portion of operating lease liabilities, in our consolidated balance sheet
as of January 1, 2019. Accounting for finance leases remained substantially unchanged and continues to be reported
within Property and equipment, net and Long-term debt, with the current portion of the debt reported within Current
portion of debt, in our consolidated balance sheets. There was no cumulative effect of applying the new standard and
accordingly there was no adjustment to our retained earnings upon adoption. The comparative information presented
has not been restated and continues to be reported under the accounting standards in effect for those periods. For
further information on leases, refer to Note 9. Leases.

This guidance did not have a material impact to our consolidated statements of comprehensive income (loss),
consolidated statements of cash flows and our debt-covenants calculations under our current agreements.

Note 3. Business Combination

On July 31, 2018, we acquired a 66.7% equity stake in Silversea Cruise Holding Ltd. ("Silversea Cruises"), an
ultra-luxury and expedition cruise line with nine ships, from Silversea Cruises Group Ltd. ("SCG"). Silversea Cruises
enhances our presence in the ultra-luxury and expedition markets and provides us with an opportunity to drive
long-term capacity growth in these markets.

The purchase price consisted of $1.02 billion in cash, net of assumed liabilities, and contingent consideration that can
range from zero up to a maximum of approximately 472,000 shares of our common stock, and is payable upon
achievement of certain 2019-2020 performance metrics by Silversea Cruises. The fair value of the contingent
consideration at the acquisition date was $44.0 million and is recorded within Other long-term liabilities in our
consolidated balance sheets. Changes in the fair value of the contingent consideration are recorded in our results of
operations, if any, in the period of the change. Refer to Note 14. Fair Value Measurements and Derivative Instruments
for further information on the valuation of the contingent consideration.

To finance a portion of the purchase price, we drew in full on a $700 million unsecured credit agreement and the
remainder of the transaction consideration was financed through the use of our revolving credit facilities.

We have accounted for this transaction under the provisions of ASC 805, Business Combinations. The purchase price
for the Silversea Cruises acquisition was allocated based on estimates of the fair value of assets acquired and liabilities
assumed at the acquisition date, with the excess allocated to goodwill. Goodwill is not deductible for tax purposes and
consisted primarily of the opportunity to expand our cruise operations in strategic growth areas.

For reporting purposes, we include Silversea Cruises’ results of operations on a three-month reporting lag from
October 1, 2018 through December 31, 2018. We have included Silversea Cruises' balance sheet as of December 31,
2018 in our consolidated balance sheet as of March 31, 2019. Refer to Note 1. General for further information on this
three-month reporting lag.

Our purchase price allocation was final as of March 31, 2019. There were no measurement period adjustments
recorded during the quarter ended March 31, 2019.

Pro-forma financial results relating to the Silversea Cruises acquisition are not presented, as this acquisition was not
material to our consolidated results of operations.

Note 4. Intangible Assets

Intangible assets consist of finite and indefinite life assets and are reported within Other assets in our consolidated
balance sheets.

13
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The following is a summary of our intangible assets as of March 31, 2019 and December 31, 2018 (in thousands):
March 31, 2019

Gross Net
. Accumulated .

Carrying Amortization Carrying

Value Value
Finite-life intangible assets:
Customer relationships $97.400 $ 2,706 $94.,694
Galapagos operating license 47,669 4,553 43,116
Other finite-life intangible assets 11,560 2,408 9,152
Total finite-life intangible assets 156,629 9,667 146,962
Indefinite-life intangible assets 351,725 — 351,725
Total intangible assets, net $508,354 $ 9,667 $498,687

December 31, 2018

Gross. Accumulated Net .

Carrying Amortization Carrying

Value Value
Finite-life intangible assets:
Customer relationships $97.400 $ 1,082 $96,318
Galapagos operating license 47,669 4,206 43,463
Other finite-life intangible assets 11,560 963 10,597
Total finite-life intangible assets 156,629 6,251 150,378
Indefinite-life intangible assets 351,725 — 351,725
Total intangible assets, net $508,354 $ 6,251 $502,103

Amortization expense for finite-life intangible assets was immaterial for the quarters ended March 31, 2019 and
March 31, 2018.
The estimated future amortization for finite-life intangible assets for each of the next five years is as follows (in

thousands):

Year

Remainder of 2019 $10,469
2020 $12,995
2021 $8,179
2022 $8,179
2023 $8,179
2024 $8,179

Note 5. Revenues

Revenue Recognition

Revenues are measured based on consideration specified in our contracts with customers and are recognized as the
related performance obligations are satisfied.

The majority of our revenues are derived from passenger cruise contracts which are reported within Passenger ticket
revenues in our consolidated statements of comprehensive income (loss). Our performance obligation under these
contracts is to provide a cruise vacation in exchange for the ticket price. We satisfy this performance obligation and
recognize revenue over the duration of each cruise, which generally range from two to 25 nights.

Passenger ticket revenues include charges to our guests for port costs that vary with passenger head counts. These type
of port costs, along with port costs that do not vary by passenger head counts, are included in our operating expenses.
The amounts of port costs charged to our guests and included within Passenger ticket revenues on a gross basis were
$152.0 million and $136.7 million for the quarters ended March 31, 2019 and 2018, respectively.

7
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Our total revenues also include onboard and other revenues, which consist primarily of revenues from the sale of
goods and services onboard our ships that are not included in passenger ticket prices. We receive payment before or
concurrently with the transfer of these goods and services to passengers during a cruise and recognize revenue at the
time of transfer over the duration of the related cruise.

Disaggregated Revenues

The following table disaggregates our total revenues by geographic regions where we provide cruise itineraries (in
thousands):

Quarter Ended March

31,

2019 2018
Revenues by itinerary
North America() $1,681,058 $1,347,260
Asia/Pacific® 490,075 532,979
Europe® 7,982 —
Other regions® 162,505 77,185
Total revenues by itinerary 2,341,620 1,957,424
Other revenues® 98,147 70,332
Total revenues $2,439,767 $2,027,756

(1)Includes the United States, Canada, Mexico and the Caribbean.

(2)Includes Southeast Asia (e.g., Singapore, Thailand and the Philippines), East Asia (e.g., China and Japan), South
Asia (e.g., India and Pakistan) and Oceania (e.g., Australia and Fiji Islands) regions.

(3)Includes European countries (e.g., Nordics, Germany, France, Italy, Spain and the United Kingdom).

(4)Includes seasonality impacted itineraries primarily in South and Latin American countries.

Includes revenues primarily related to cancellation fees, vacation protection insurance, pre- and post-cruise tours

and fees for operating certain port facilities. Amounts also include revenues related to our bareboat charter,

procurement and management related services we perform on behalf of our unconsolidated affiliates. Refer to Note

7. Other Assets for more information on our unconsolidated affiliates.

Passenger ticket revenues are attributed to geographic areas based on where the reservation originates. For the quarters

ended March 31, 2019 and 2018, our guests were sourced from the following areas:

&)

Quarter
Ended
March 31,
2019 2018
Passenger ticket revenues:
United States 66% 60 %
Australia 8 % 13%

All other countries (D 26% 27 %

1) No other individual country's revenue exceeded 10% for the quarters ended March 31, 2019 and

2018.
Customer Deposits and Contract Liabilities
Our payment terms generally require an upfront deposit to confirm a reservation, with the balance due prior to the
cruise. Deposits received on sales of passenger cruises are initially recorded as Customer deposits in our consolidated
balance sheets and subsequently recognized as passenger ticket revenues during the duration of the cruise. ASC 606,
Revenues from Contracts with Customers, defines a “contract liability” as an entity’s obligation to transfer goods or
services to a customer for which the entity has received consideration from the customer. We do not consider
customer deposits to be a contract liability until the customer no longer retains the unilateral right, resulting from the
passage of time, to cancel such customer's reservation and receive a full refund. Customer deposits presented in our

16
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consolidated balance sheets include contract liabilities of $2.2 billion and $1.9 billion as of March 31, 2019 and
December 31, 2018, respectively. Substantially all of our contract liabilities as of December 31, 2018 were recognized

and reported within Total revenues in our consolidated statement of comprehensive income (loss) for the quarter
ended March 31, 2019.
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Contract Receivables and Contract Assets

Although we generally require full payment from our customers prior to their cruise, we grant credit terms to a
relatively small portion of our revenue sourced in select markets outside of the United States. As a result, we have
outstanding receivables from passenger cruise contracts in those markets. We also have receivables from credit card
merchants for cruise ticket purchases and goods and services sold to guests during cruises that are collected before,
during or shortly after the cruise voyage. In addition, we have receivables due from concessionaires onboard our
vessels. These receivables are included within Trade and other receivables, net in our consolidated balance sheets.
We have contract assets that are conditional rights to consideration for satisfying the construction services
performance obligations under a service concession arrangement. As of March 31, 2019 and December 31, 2018, our
contract assets were $57.2 million and $57.8 million, respectively, and were included within Other assets in our
consolidated balance sheets. Given the short duration of our cruises and our collection terms, we do not have any other
significant contract assets.

Assets Recognized from the Costs to Obtain a Contract with a Customer

Prepaid travel agent commissions are an incremental cost of obtaining contracts with customers that we recognize as
an asset and include within Prepaid expenses and other assets in our consolidated balance sheets. Prepaid travel agent
commissions were $182.9 million and $153.5 million as of March 31, 2019 and December 31, 2018, respectively.
Substantially all of our prepaid travel agent commissions at December 31, 2018 were expensed and reported within
Commissions, transportation and other in our consolidated statements of comprehensive income (loss) for the quarter
ended March 31, 2019.

Note 6. Earnings Per Share

A reconciliation between basic and diluted earnings per share is as follows (in thousands, except per share data):

Quarter Ended

March 31,

2019 2018
Net Income attributable to Royal Caribbean Cruises Ltd. for basic and diluted earnings per share $249,681 $218,653
Weighted-average common shares outstanding 209,322 212,610
Dilutive effect of stock-based awards 552 992
Diluted weighted-average shares outstanding 209,874 213,602
Basic earnings per share $1.19 $1.03
Diluted earnings per share $1.19 $1.02

There were no antidilutive shares for the quarters ended March 31, 2019 and 2018.

Note 7. Other Assets

A Variable Interest Entity (“VIE”) is an entity in which the equity investors have not provided enough equity to finance
the entity’s activities or the equity investors: (1) cannot directly or indirectly make decisions about the entity’s activities
through their voting rights or similar rights; (2) do not have the obligation to absorb the expected losses of the entity;
(3) do not have the right to receive the expected residual returns of the entity; or (4) have voting rights that are not
proportionate to their economic interests and the entity’s activities involve or are conducted on behalf of an investor
with a disproportionately small voting interest.

We have determined that TUI Cruises GmbH, our 50%-owned joint venture, which operates the brand TUI Cruises, is
a VIE. As of March 31, 2019, the net book value of our investment in TUI Cruises was $537.5 million, primarily
consisting of $370.4 million in equity and a loan of €146.6 million, or approximately $164.6 million based on the
exchange rate at March 31, 2019. As of December 31, 2018, the net book value of our investment in TUI Cruises was
$578.1 million, primarily consisting of $403.0 million in equity and a loan of €150.6 million, or approximately $172.2
million based on the exchange rate at December 31, 2018. The loan, which was made in connection with the sale of
Splendour of the Seas in April 2016, accrues interest at a rate of 6.25% per annum and is payable over 10 years. This
loan is 50% guaranteed by TUI AG, our joint venture partner in TUI Cruises, and is secured by a first priority
mortgage on the ship. The majority of these amounts were included within Other assets in our consolidated balance
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sheets.

In addition, we and TUI AG have each guaranteed the repayment by TUI Cruises of 50% of a bank loan. As of

March 31, 2019, the outstanding principal amount of the loan was €34.4 million, or approximately $38.6 million based
on the exchange rate at March 31, 2019. The loan amortizes quarterly and is currently secured by a first mortgage on
Mein Schiff Herz. Based on current

9
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facts and circumstances, we do not believe potential obligations under our guarantee of this bank loan are probable. In
addition to our guarantee of the bank loan, TUI Cruises has various ship construction and financing agreements which
include certain restrictions on each of our and TUI AG’s ability to reduce our current ownership interest in TUI Cruises
below 37.55% through May 2031.

Our investment amount, outstanding term loan and the potential o