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Entrance to the main lobby at the
spectacular Hilton Hawaiian Vil-
lage on Waikiki. Set on a 23-acre
beachfront site, this 2,530-room
resort recently completed a s102
million renovation and expansion
program, including its fourth guest-
room tower, four alfresco restau-
rants, a new showroom and an
extensive pool and garden area in
addition to the lobby area.
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To Our Stockholders:

In this annual report for 1967, the
most profitable year in our history,
I would like to share with you some
of my thoughts about our Company
and our industry — where we have
been, and, most importantly, where
we are hi’c’.i(!k‘!].

Business throughout the world
is still umtcndéng with the L‘H“.!;‘:-it.‘
of the stock market on October 19,
1987, and despite having had a

highly successful year we are all
wrestling with questions about the
twin deficits, a soft dollar, foreign
LUH]PU”[H.‘[T JHL] .'\T]W{_‘”.L-i]n man-
agement practices. During these
uncertain times we f'lL‘l:'d [O reex-
amine our ?ilT'L‘[]f_"i }15 ;”]Ll ?:1,']'.'[1,('}."“_"5‘
for meeting whatever challenges
and opportunities the future may

hold.

Perspective—Strengths
For twenty-one years | have had the

privilege of directing the affairs of

| :
this great Company as its presi-

dent. During this ;‘vL‘[‘:i]d our opera-

tions have grown and flourished,

so than in the past year.

never mor
Presently, we have the programs in
place that will continue to drive
our progress as a premier lodging
and gaming company. We have
]i1llL1(' Enormous f‘-tl'id:_‘.&é, t““‘l‘ we are
not content to remain \\'hl‘?'\_' we

are. What we can become is the

Managing for Results
Consistent, superior performance is
the result of a talented, experienced
management team. Hilton's man-
agement is involved in the critical
steps—planning, preparation and
service—essential in the hospital-
ity business.

This report depicts a sampling of
the range of Company manage-
ment activities.

challenge, the driving force for all
of us. My father, Conrad N, Hilton,
the Company’s founder, was never
afraid to dream big. I intend to
maintain [}‘Ii” traitas a PQH'{ I_?{ our
tradition.

Among our strengths is a great
tradition as hoteliers with a dedica-
tion to service, quality and value.
Ours is a highly labor intensive
business where people truly make

the difference. Becoming the offi-

cial hotel sponsor of the 1988 U.S.
t)lym;m‘ team exemplities what
we see as essential to both the

Hilton team and our Olympians —

hard work, commitment and
achievement.

We have a deep, experienced and
talented management team and we
are placing prime emphasis upon
the recruitment and training of
the next generation of capable
people for whom excellence is the
only acceptable standard of
performance.

Our name and the high quality
of our system must also be empha-
sized, Our name is synonymous
with “hotel and is highly regarded
throughout the world. We now
serve over forty million customers
annually at 271 properties with
nearly 100,000 rooms. Included
within our system are some of the
classic properties of the world
which can never be duplicated or
L’L’[Li'_l:lud. Over the past few years

we have renewed these classics and

At Left:

Property management encompasses
all aspects of a property’s mainte-
nance and beautification. As illus-
trated here, the Director of
Landscaping at the Hilton Hawai-
ian Village takes personal pride in
the ongoing beautification of this
lush tropical resort,



made them even more luxurious
and appealing at a cost in excess of
$1.2 billion, the most substantial
renovation program in the history
of our industry.

As we meet the uncertainties of
the economy, our very favorable
financial position is an important
strength. Our balance sheet is per-
haps the strongest in the industry.
At year end, working capital was
$207 million, and debt as a
percentage of total capitalization
was 22 percent. Over the years,

through good times and hard times,

we have learned the critical impor-
tance of maintaining a healthy and
conservative financial posture, If
we are headed for difficult times,
our financial strength will better
enable us, as it has in the past, to
capitalize on opportunities to
acquire desirable properties on

favorable terms.

A look at the industry

Whatever the future holds, I relish
the challenges of our industry
because it is ever changing and
ever new. The changes that have
occurred in recent years are enor-
mous. From the days when busi
ness travelers simply required a
clean, conveniently located room,
possibly with a radio or a television
set, we have moved into a highly
competitive environment where

travelers require high technology

systems such as k‘]:t‘ﬁt'(ll'llf i"hi‘t'!(-] n

and check-out, plus varied ameni-
ties such as business centers, fitness
facilities, “Towers” executive floors
with concierge service and security
systems, | am proud that Hilton
has been in the forefront of U“L‘!'!l'l.:k;
the new services and amenities
demanded by today’s contempo-
rary traveler. Product quality and
consistency are fundamental con-
cerns today and we are working to
ensure that we have both:.

The industry has changed in
other ways as well, most notably
with increased segmentation to

serve evolving markets of particu

dar

interest, such as longer-stay busin
and leisure travelers who want the
additional space provided by suites.
Our Company will benefit greatly
from its sound and careful entry
into these new areas.

We are already well established
with properties of 1,000 rooms or
more in most major markets. In the

future, our managed property
&4 PO} ,

expansion will focus on suburban
and secondary markets and resorts.
Many U.S. cities have an excess
supply of hotel rooms, however,
and our expansion efforts must be
cautious. For example, 90,000 new
rooms came on stream in '-E‘.(' l_k‘
during 1986, and another 75,000

new rooms were added in 1987.

Even so, it appears likely that
the supply/demand ratio will
improve in coming years due to

recent tax law changes which

At Right:

An essential ingredient in Hilton
hospitality is the efficient opera-
tion of our kitchens. An executive
chef is just what the name implies
—a culinary talent with manage-
ment responsibilities. From menu
planning to purchasing to supervis-
ing food preparation to the presen-
tation of an entree, Hilton chefs
perform a wide range of activities
daily.










removed many of the tax-related expand our earnings without sub-

incentives for development. New stantial investments in fixed assets.
projects must demonstrate sound We will continue to manage our
economic fundamentals, an real estate portfolio aggressively to
approach that fits well with our

long-held beliefs. Thus, we feel

maximize the values inherent
therein,

very comfortable in this new Fourth, we will invest our corpo-
environment. rate funds in expansion, mcluding
both new properties and additions

to existing facilities, only when an

AR K '. # AR
W N 5 L :
_ Ll A strategy for the times

Our strategy for building our

attractive return can be achieved.

Company has served us very well Expansion will be concentrated

y*}tog._ 5. and will continue to do so. With in areas of strength. We will grow
R SRR o . : . :
s e our industry changing and the selectively, targeting key areas.

economy unsettled, it is appro-
priate to review some of the major
points of that strategy as a frame-
work for understanding what we
are doing and why.

First, we are conservative and
prudent. We avoid unnecessary
risks. We are already well estab-
lished with superb locations and
classic properties. Our goal is to
build upon our position in a care-
ful, steady manner and the mainte-
nance of our properties in first-class
condition is basic to our continuing
progress.

Second, we strive to reduce the
cyclical nature of our earnings per-
formance by balancing our sources
of revenues.

Third, we have moved from a
preponderant emphasis on real
estate ownership to leveraging our
name through professional man-
agement services. Thus, we are
striving, on a selective basis, to

At Left:

The operation of casino gaming
within a resort structure is a highly
specialized discipline. As shown
here on the casino floor in Las
Vegas, casino management requires
effective teamwork to maintain
control over operations in this
fast-paced environment.

But we will move carefully. We
look for strength and staying power
in a product area before making

our entry.

Building a strong presence
in the international market repre-
sents a major opportunity and will
receive a high priority within our
overall development program.

Fifth, we will capitalize upon the
advantages of our size and name
recognition with marketing pro-
grams targeted at strengthening
our position in our key market
segments.

1987 — overview

As mentioned earlier, 1987 was the
best year in our history. We can be
truly proud of that achievement
because the results reflect the fruits
of our various programs. Net
income for the year advanced by 43

percent to $139.9 million, equal to
$5.59 per share from $97.8 million
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At Left:

The reputation of a hotel is gauged
f?}_r the success U_ll— its restaurants.
Hilton restaurants succeed by
attention to detail on the part of a
Director of Food and Beverage, such
as in the restocking of the wine
cellar in Le Montrachet at the

Las Vegas Hilton.







New directions

With this major focus of activity
now largely completed, we can turn
our attention to other programs.
Our thrust into the international
marketplace, our development of
Hilton Suites to address a highly
attractive market segment, and our
introduction of “CrestHil by
Hilton,” our new “country inn”
concept, to provide an attractive
new option for the Hilton Inns
franchise program, will contribute
to our growth in coming years.
Before describing these key efforts,
however, [ will discuss gaming,
which is so fundamental to our
present and to our future.

Success in gaming

1 have had an intense personal
interest in our gaming business
since we made our entry into the
Las Vegas market. We entered Las
Vegas in 1970 via our initial invest-
ment in two properties because it
was a uniquely appealing, highly
recession resistant resort. | con-
tinue to be excited about our future
in this dynamic market. Through
our careful efforts, we have builta
position of leadership there. To
meet the evolving needs of the
market, we have nearly tripled the
number of first class guestrooms to
6,101, added luxurious amenities,
spectacular showrooms and
expanded exciting casinos. As a
result we have the two largest
casino properties in that market.

At Left:

Daily variety is a trademark of
lodging, with new guests and spe-
cial requests and events occurring
regularly. A General Manager
reviews the upcoming day’s
activities with his concierge.

We had a stellar year in Nevada
in 1987. Our strategy has been to
serve the market with a two-tiered
approach. The Flamingo Hilton, an
exceptional performer, addresses
the broad tour and travel market
with a focus on providing excep-
tional value. Preeminent as a con-
vention hotel, the Las Vegas Hilton
also serves a somewhat more
upscale clientele as a highly attrac-
tive short-stay vacation resort, a
mecca for international guests and
a venue for high limit gaming.

We masterplanned these proper-
ties for growth in order to capitalize
on the tremendous opportunities
Las Vegas presents. The most recent
8oo-room tower addition to the
Flamingo, completed in the latter
part of 1986, clearly added strength
to our results in 1987. The $63 mil-
lion investment for that expansion
is being rewarded with an excep-
tional return.

In this context we recently
announced a further expansion of
our presence in the Las Vegas
market. Over the next two years we
will invest an additional $100
million to add a 750-room tower
addition and a 25,000 square foot
theme casino to the Flamingo
Hilton along with a major reland-
scaping and parking garage addi-
tion for the Las Vegas Hilton. The
tower addition will give the Fla-
mingo Hilton more than 3,500
rooms, surpassing the Las Vegas

Hilton as the largest hotel in the




International growth

wre currently six projects in pro New U.S. products

At Right:

Hilton has made substantial
investments in computer technol-
ogy to assist in management effi-
ciency. From property management
systems to reservation system
upgrades, Hilton anticipates guest
needs while monitoring operating
costs and providing management

uded in Hilton's

information. In

information and control sy:

S L ; :
is the monitoring of ongoing

activity in the control room of the

Las Vegas Hilton's Race & Sports

Superbook.










with new concepts and new pro-
grams. A major focus is an exciting
program targeted at a market seg-
ment with demonstrated J_ppc;‘.|
that is new for us. It is called Hilton
Suites. We have taken the concept,
studied it carefully and added
attractive refinements. The result
will be a superior product that will
l‘c \\-‘L’H !'L‘L‘t‘]\-‘L‘L| ]“.' our E\W_\'i:| Cls-
tomers ..1”(.‘5 ih(' l[‘l‘.‘\'\_'lll!_‘..‘\ E‘LIl_?lEL

at large. Over the next 15 to 30
months we expect to add a signifi-
cant number of Hilton Suites. By
L.'\HL‘:'IHIL; to 'lE-..'|\"'-..‘|(_‘]-5 \\'i'.[‘ are .‘\'-[.1_\"
ing for longer periods and who

til"-]!'t‘ IMOork¢ pace, we \’\'i“ Imncreasc

our [‘?'('T\L'.’]‘(l‘ and [1}"- i1t H'!?]ﬂl?!'il_llll-

ties and further capitalize on ow

favorable name recognition.

Strategically, we have sought to

expand earnings without investing
heavily in fixed assets, and the

Hilton Inns program has proven to
be an exceptional performer in this

respect. The recent addition of the

CrestHil concept as a franchise

ve 1il'|l_‘ 1.ur owner 'lapt.’l';lhlf'?? L‘l'iﬂj.’;-
added strength and flexibility to
our program. To a value conscious
Pi.llhlh-_ -:Il]L.“.':-L‘ ]i'llL‘]'P”(L‘ ::’rl.‘P(_']'[]L'.‘.:
offer a first class hotel room at an
affordable price. Groundbreaking
for the first of these has already
occurred and several more should

be under construction this year

Sophisticated marketing
In my view, our effective new

marketing programs have elevated

At Left:

Guestrooms are the core element of
Hilton's business. Whether our
guest requires a single room for the
night or a suite in which to host a
gala reception, Hilton management
offers its best in services and
facilities.

S |
5, dld

our visibility to new hei

we are worki ng purposetu Ly to

ot share in the

requent business

Increase our ma

vitally important

traveler and leisure segment

Our new HHonors program
taking its theme from our Olympic
sponsorship, is a fundamental part
of our effort to establish a continu-
ing relationship with frequent

] ] = P i
business travelers, individuals who

account for about half of the

. . o AT
nations business trips. We want
these loyal guests to receive 5|.k‘(|0.]

rece ition 'JI'M} Lo lil]Lél"I'rSI".\.’]ij lhii[

Hilton knows who they are and
cares that their stays are enjoyable.
The program builds upon our tradi-
tional marketing theme of Hilton
as “America’s Business Address!’ It
is essential that our frequent trav-
L'|E_‘1' program does not take HL‘L‘I‘J:‘]L{
place to anyone in the industry: |

am confident that HHonors meets

that standard.

Well targeted leisure promotions
are also producing good results.
Our "Summer of $59” promotion
resulted in healthy room bookings
during off-peak periods, including
weekends. The program concept was
continued this winter and spring.

We are also using our marketing

\|\1|]|r& in the use of te ““.l__al.n}.‘\\.' o
1T e B 1

provide flexibility in adjusting to

| : | ) ial | S |

lodging demand cycles. Upgrades

1N our reservation b_\'."il.‘]ﬂ capa

].7i i{‘k":;. tor L‘.\LH]'[]‘::L‘. dl:l]\\' us to
IJT'l].“l'l Ve our revenue ‘|.\-L'."[<_'!1']]‘.i“|ﬂk"u'

in peak demand periods.







As for the industry in general,
we are convinced that major hotel
companies such as Hilton, with the
financial ability and sophistication
to promote and advertise effec-
tively and to marshall substantial
computer resources, will have a
clear competitive edge in the years
to come.

Outlook and conclusion
As to the future, my position is one
of guarded optimism for the near
term and of considerable enthusi-
asm for the longer term. It is
unclear what the economy will
bring in 1988, and, in any event,
our business tends to lag the eco-
nomic trends, either up or down,
by four to six months.

Our Company is in an
extremely strong financial condi-

tion. [ believe we are well positioned

to operate in whatever environ-
ment may develop. Several points,
however, are clear. The dollar is
expected to remain weak, reinforc-
ing the trend of U.S. residents to

seek their leisure travel in this coun-

try. We can also anticipate a con-
tinuing flow of foreign visitors who

wish to capitalize on the great travel

bargains available in the United
States due to the dollar’s decline.
As to gaming, | am optimistic
about the outlook for our Nevada
casino operations. During the
past 35 years, gaming revenues in
Nevada have declined on a year-to-
year basis only one time, a record

At Left:

Barron Hilton appears with mem-
bers of the 1988 Winter Olympic

team. Hilton is an official sponsor
of both the 1988 Winter and Sum-
mer Olympic Games.

of remarkable consistency. They are
expected to rise again in 1988. Fur-
ther, forecasts indicate that this will
be a fine year for convention busi-
ness in Las Vegas.

In closing, | wish to thank all
those who played a part in making
1987 a record year for Hilton Hotels
Corporation. The efforts of our dir-
ectors and senior officers are truly
appreciated and, on their behalf, ]
am pleased to thank our thousands
of employees, our business partners
and of course our guests for their
support and patronage.

As always, the loyalty and sup-
port of our stockholders evoke a
sense of continuing gratitude.

Respectfully,

areen. Vil

Barron Hilton
Chairman and President
February 1, 1988



Analysis of Operations and
Consolidated Financial Statements



Management’s Discussion and Analysis
of Operations and Financial Condition

The Company’s net income for 1987 increased 43 per-
cent to $139.9 million or $5.59 per share compared to
1986's $97.8 million or $3.92 per share. Income contribu-
tions for hotels and gaming improved 20 percent and 22
percent, respectively. In 1985, the Company earned
$100.2 million or $4.03 per share.

Included in 1987 net income were property transac-
tions of $27.2 million or $1.09 per share. In 1986, prop-
erty transactions, principally closures of properties,
resulted in an after-tax loss of $1.3 million or ($.05)
per share. In 1985, the Company realized an after-tax
gain of $4.3 million or $.17 per share from property
transactions.

Hotels

A summary of the operating performance of the
Company's hotel segment for the three years ended
December 31, 1987 is as follows:

(In thousands, except rooms and percentages)

1987 1986 1985
Revenue (1) $1,279,493 1228336 1,138,836
Income
contribution 100,650 83,572 90,503
Rooms available
at year end 89,379 89,462 89,499
Occupancy (1) 68% 65 64

{1) Owned or managed hotels

Revenue

Revenue and fee income earned are principally reflec-
tive of the number of available rooms, occupancy levels
and average room rates enjoyed by Hilton properties.

In 1987, 3,541 new rooms and 14 new properties were
added to the Hilton system, so that at year end over
89,000 hotel rooms were available at the Company’s 267
owned, managed or franchised properties. In 1986 and
1985, the Company added 5,237 rooms and 6,749 rooms,
respectively. Due to terminations of managed and
franchised hotels, however, the number of rooms avail-
able at year end were approximately equal for the
three year period.

Occupancy for owned or managed hotels improved to
68 percent in 1987 compared to 65 percent in 1986 and
64 percent in 1985. The improvements are attributed to

the completion of certain property renovation projects,
the introduction of marketing programs focusing on the
business traveler and leisure markets, and a decline since
the summer of 1986 in industry construction activity.

Average room rates increased eight percent in 1987
compared to increases of four percent in 1986 and in
1985. Rate improvements were higher for recently reno-
vated properties. Average room rates tend to follow the
trend of occupancy levels for individual hotels. The
Company can raise room rates in excess of inflation by
continuing to improve its product quality, changing its
market mix and focusing on available revenue oppor-
tunities as occupancy demand improves.

Management and franchise fee revenue increased six
percent in 1987 over the 1986 level and 12 percent over
1985's total. Fee revenue is based primarily on operating
revenues at managed properties and on rooms revenues
at franchised properties. The increase is attributable to
the higher occupancy levels and average room rates.
Average rates for franchise hotels increased less than
inflation in each of the three years, while occupancy
levels increased in 1987 after declining in the prior
two years.

Income Contribution

Hotel income contribution in 1987 increased 20 percent
from 1986's $83.6 million to $100.7 million. Income
contribution in 1985 was $90.5 million.

Operating income from owned and partially owned
properties increased 34 percent in 1987 over the 1986
level and 23 percent over the 1985 level. Over the three
year period the Company has had significant renovation
projects underway at principal operating locations. Dur-
ing renovation the operating income of a property gen-
erally decreases due to decreased room availability and
temporary unavailability of ancillary facilities. As each
renovation program is completed, the property begins
rebuilding occupancy and average room rate levels. Pro-
grams at the Capital Hilton and Chicago Hilton were
completed in 1986. Programs at the San Francisco Hilton
and Hilton Hawaiian Village will be completed early
in 1988, with the Waldorf-Astoria program concluding
in 198¢.

Renovation programs significantly hampered operat-
ing performance in 1986 and in 1985. In addition, in
1985 a brief airline strike occurred and the Company’s
New York City properties were also affected for a month
by a city-wide hotel employee strike.

In 1987, the Company sold two hotel joint ventures.
In 1985, the Company sold one owned property. The
transactions are part of the Company’s de-emphasis of
hotel ownership.



Gaming
The gaming segment enjoyed continued growth in 1987,
as revenue and income contribution improved appre-
ciably over comparable 1986 and 1985 levels.

A summary of the operating performance for the
segment for the three years ended December 31, 1987 is
as follows:

(In thousands, except rooms and percentages)

1987 1986 1985

$484,137 404,237 366,652
265,313 219,138 204,649

Total revenue(1)
Casino revenue(1)
Casino promotional
allowances(1)
Income contribution
Rooms available at
year end
Occupancy(1)

(34.921) (27.891) (26,637)
107,744 88,165 76,358

7318 7,318 6,602
85% 86 86

Interest Income (Expense)

Interest income and expense of the Company and its
share of its unconsolidated affiliates for the three years
ended December 31, 1987 is as follows:

(In thousands)

1987 1986 1985

Cash and temporary
investments at yearend $241,039 183,452 266,507
Restricted investments

at year end 69,905 78,166 81,701
Interest and dividend

income 22,806 24,722 18,089
Interest expense (35.729) (38681) (32,251)
Capitalized interest 6,590 4,636 11,919

Proportionate net interest
expense from unconsol-

idated affiliates (15,760) (12,761) (9,448)

(1) Nevada properties only.

The Company’s Las Vegas properties — the Las Vegas
Hilton and the Flamingo Hilton — benefited from
aggressive promotional marketing and the continued
strength of that destination’s tourist and convention
appeal. The Las Vegas Hilton profited from a returning
emphasis on celebrity entertainment and world-class
sporting events, particularly boxing. The Reno Hilton's
results equaled its 1986 level, reflecting a continuing
softness in that market area.

The Las Vegas operations reflect a full year’s revenue
from additions completed during 1986. The Flamingo
Hilton completed an 8oo-room tower addition in that
year’s third quarter, while the Las Vegas Hilton opened a
33,000 square foot Race & Sports Superbook addition in
the fourth quarter.

Average room rates for the Nevada locations increased
ten percent in 1987 and nine percent in 1986. Average
rates increased 11 percent in 1985.

In late 1985, the Company’ 622-room Gold Coast
Conrad International Hotel & Jupiters Casino in
Queensland, Australia, commenced operations. The
Company has a 10% equity interest in the property in
addition to a long-term management contract. Gaming

income contribution includes the Company’s income
Queensland, Australia, commenced operations, | he

Company has a 10% equity interest in the property in
addition to a long-term management contract. Gaming

income contribution includes the Company’s income
Queensland, Australia, commenced operations, | he
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addition to a long-term management contract. Gaming
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Queensland, Australia, commenced operations, | he
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addition to a long-term management contract. Gaming
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The Company'’s interest and dividend income is
determined by its investment level and the yield real-
ized. In 1987, the average investment level decreased,
while the 1986 level increased over that prevailing in
1985. In general, yields declined in each succeeding
year.

In each of the three years the Company directed
substantial levels of investments in tax-exempt or
dividend-oriented securities with lower pre-tax but
higher after-tax yields than those realized by fully
taxable investments. The amount of such tax-exempt
income was relatively greater in 1986 than in 1985
orin 1987.

Interest expense decreased in 1987 due to lower rates
on variable rate debt. The 1986 results reflect a higher
average debt level than in 1985, offset in part by declin-
ing rates on variable debt. In 1985, a lower net expense
resulted from a lower debt level coupled with a high
level of capitalized interest.

Net interest expense for unconsolidated affiliates par-
allels the renovation programs for such joint venture
properties. Substantial renovation program costs have
been funded by debt, with interest costs being capital-
ized during the renovation process. Reported interest

expense accordingly increases with program comple-
propetues. substantial rendvanon progrdm costs nave

been funded by debt, with interest costs being capital-
ized during the renovation process. Reported interest

expense accordingly increases with program comple-
propetues. substantial rendvanon progrdm costs nave

been funded by debt, with interest costs being capital-
ized during the renovation process. Reported interest

expense accordingly increases with program comple-
propetues. substantial rendvanon progrdm costs nave

been funded by debt, with interest costs being capital-
ized during the renovation process. Reported interest

expense accordingly increases with program comple-
propetues. substantial rendvanon progrdm costs nave

been funded by debt, with interest costs being capital-
ized during the renovation process. Reported interest

expense accordingly increases with program comple-
propetues. substantial rendvanon progrdm costs nave

been funded by debt, with interest costs being capital-

ized during the renovation process. Reported interest
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Income Taxes

The Company’s pre-tax income, provision for income
taxes and its effective tax rates for the three years ended
December 31, 1987 are as follows:

(In thousands, except for percentages)

1987 1986 1985
Income before property
transactions $168,124 132,093 140,188
Property transactions 43,763  (2,546) 3,055
Provision for income
taxes 72,031 31,708 43,080
Effective tax rate 34.0% 24.5 30.1

The Company’s effective income tax rate is deter-
mined by the level and composition of the pre-tax
income, the mix of income earned subject to varying
state and local tax rates, the taxes applicable to property
transactions as well as other items. The effective rate
has been further affected by provisions of the Tax
Reform Act of 1986 (the 1986 Act).

As mentioned, the Company commits significant
temporary investment balances in instruments which
by their nature emphasize the after-tax rather than pre-
tax return. Accordingly, income before property trans-
actions for the 1985 through 1987 period contains
varying levels of pre-tax income with a small related
income tax charge.

In 1987 and 1986 the Company realized $3.9 million
and $5.0 million, respectively, of tax benefits from
transactions with Alaskan Native Corporations. In 1987,
1986 and 1985, the Company recognized $.7 million,
$6.2 million and $4.3 million, respectively, in tax bene-
fits related to a hotel sale.

The 1986 Act eliminated investment tax credits

except on expenditures committed as of the end of 1985.

Accordingly, investment and other tax credits declined
to $2.4 million in 1987 from $5.7 million in 1986 and
$14.6 million in 1985. In 1985, a significant level of
rehabilitation credits was earned on property
renovations.

In December 1987, the Financial Accounting Stand-
ards Board issued a new accounting standard for income
taxes. The Company is required to adopt the accounting
and disclosure requirements of the standard in either

fiscal 1988 or 1989. Adoption of the statement can
result in either a catch-up adjustment in the year of
adoption or in a restatement of prior periods.

The Company has not decided when it will adopt the
new standard and if it will restate prior periods. Based
on existing conditions and a preliminary review, the
Company expects a favorable effect on its financial
position when the new standard is adopted. Under cur-
rent accounting the Company’s deferred income taxes
are stated at the rate prevailing when the deferred taxes
arose, generally 46%, while the new statement requires
that deferred taxes reflect the rate prevailing at the
time of settlement, currently 34%.

Property Transactions

In 1987, the Company sold its interests in the 50%-
owned Beverly Hilton and the 50%-owned Dallas
Hilton. Also sold were parcels of land adjoining two
other joint venture properties. The after-tax gain from
all property transactions was $27.2 million. The Beverly
Hilton was retained as a managed property.

There were no significant property transactions in
1986. Two owned properties closed for redevelopment
during the year. Recorded amounts primarily reflect
losses associated with property closures. In 1985, the
Company sold or otherwise disposed of an unopened
hotel-casino, the wholly-owned Shamrock Hilton and
several undeveloped parcels of land. On the trans-
actions the Company recognized an after-tax gain of
$4.3 million.

FINANCIAL CONDITION

Working Capital, Cash Flow, Capital Expenditures and
Depreciation

{In thousands)

1987 1986 1585

$206,962 173,437 259,255
219,542 160,020 155,112

Working capital
Funds from operations
Capital expenditures
Hotels owned or leased 106,321 148,477 219,004
Hotels partially owned(1) 253,592 209,743 209,588
Depreciation
Hotels owned or leased
Hotels partially owned(1)

56,136 48,360 46,272
62,907 59,163 45604

(1) Total amount

The Company realizes strong cash flows from its
operations. The ability to generate funds coupled with
working capital strength allows the Company to pursue
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expansion, renovation and other investments while
providing flexibility in approaching capital markets.
Working capital amounts do not include investments
restricted for property redevelopment of $69.9 million
at December 31, 1987.

The Company's capital expenditures do not include
those incurred for development or refurbishment of its
joint venture, managed or franchised properties.

In fiscal 1987, the Company invested $40.0 million in
unconsolidated affiliates.

Long-Term Debt

(In thousands, except for percentages)

1987 1986 1985

Long-term debt

at year end
Percent of total capital(1)
Current maturities

of debt $ 1,806 3530 3,654

$283,703 280,884 284,297
223% 239 25.5

(1) Total assets less current liabilities.

Long-term debt totaled $283.7 million at December
31, 1987 or 22 percent of the Company's total capitali-
zation and 37 percent of stockholders’ equity. Maturi-
ties of debt are minimal, and do not exceed $6 million
annually through 1991.

Under shelf registrations on file, the Company can
issue from time to time up to $300 million in senior
debentures and $300 million in subordinated deben-
tures. No debentures have been issued under these
registration statements.

As a result of the Company’s excellent credit rating,
short-term credit needs can also be met through issu-
ance of commercial paper and other short-term obliga-
tions. Due to declining short-term interest rates in
recent years, the Company has utilized this financing
technique extensively. At year end 1987 there were
$500 million in short-term credit lines available and
unused.

The Company’s joint venture investments in general
employ greater financial leverage than does the Com-
pany on a consolidated basis. The bulk of $500 million
of joint venture renovation efforts has been financed
using variable rate instruments, in many instances with
interest rate caps.

Stockholders’ Equity

(In millions, except for per share data)

1987 1986 1985

Historical $7728 7074 6514
Per share 31.58 2845 2629

Historical stockholders’ equity increased $65.4 mil-
lion in fiscal 1987 to $772.8 million or $31.58 per share.
Book values per share were $28.45 in 1986 and $26.29
in 1985, Income contribution return on average operat-
ing capital (total assets less construction in progress and
current liabilities) was 17.6 percent in 1987 and has
averaged 17.9 percent over the past five years.

On a current value basis, stockholders’ equity
increased to $105 per share in 1987 from $102 per share
in 1986 and $95 per share in 1985. The increase reflects
values generated by the operations of the Company’s
wholly and partially owned properties and fees gener-
ated under its management and franchise contracts. No
current value benefit is ascribed to properties in devel-
opment, such as Hilton Suites or additional foreign
properties, until operating income streams are demon-
strated.

At December 31, 1987, the Company has authoriza-
tion to repurchase up to 3.4 million common shares
in open market or negotiated transactions. During
1987, the Company purchased 500,000 shares. The
Company evaluates treasury share purchases based on
specific return on investment criteria given its current
market valuation and its prospects for future operations.

The Company paid $1.80 in dividends on its common
shares in 1987, 1986 and 1985 representing 40 percent,
45 percent and 46 percent, respectively, of net operating
income. The Company’s objective is to pay dividends of
approximately 40% of net operating income.



Corporation  Consolidated Statements of Income
(In thousands, except per share amounts)

Year Ended December 31, 1987 1986 1985
Rooms $272,094 251,264 237,947
Food and Beverage 197,019 176,063 174,892
Casino 265,313 219,138 204,649
Casino promotional allowances (34921) (27.891) (26,637)
Management and franchise fees 66,527 62,093 56,402
Other 49375 38318 37164
Operating income from
unconsolidated affiliates 28,419 21,381 27,957
843826 740366 712,374
Rooms 85,404 80,166 78012
Food and Beverage 149,777 137,406 136,515
Casino 94,579 77502 . 69633
Other operating expenses 170,502 147,672 134,873
Property operations 55543 55479 59915
Lease rentals 10,165 9,816 7,672
Property taxes 13,326 12,228 12,621
Depreciation 56,136 48,360 46,272

635432 568629 545,513

208,394 171737 166,861
Gain (loss) from property transactions 43,763 (2,546) 3,055

252,157 169,191 169,916
Interest and dividend income 22,896 24,722 18,089
Interest expense (net of
$6,590, $4,636 and $11,919

capitalized) (29139)  (34045)  (20332)
Interest expense, net, from

unconsolidated affiliates (15,760)  (12,761) (9,448)
Corporate expense (18,267)  (17,560)  (14.982)

211,887 129,547 143243
Provision for income taxes 72,031 31,708 43,080

$139856 97839 100,163
$ 559 3.92 4.03

ncome per Share

s to consolidated financial statements
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Hilton Hotels Corporation
and Subsidiaries

Consolidated Balance Sheets
{In thousands)

Assets December 31, 1987 1986
Current Assets Cash and temporary investments $ 241039 183,452
Other current assets 117,296 117,736
Total current assets 358,335 301,188
Investments, Property and Investments in and notes from
Other Assets unconsolidated affiliates 203,193 230,025
Other investments 44,345 33,664
Restricted securities 69,905 78,166
Property and equipment, net 729,466 644,736
Other assets 18,366 14,494
Total investments, property and other assets 1,065,275 1,001,085
Total Assets 81,423,610 1,302,273
Liabilities and
Stockholders’ Equity
Liabilities Current liabilities $ 151373 127,751
Long-term debt 283,703 280,884
Deferred income taxes 173,752 159,063
Insurance reserves and other 41,945 27,223
Total liabilities 650,773 594,921
Stockholders’ Equity Preferred stock, no shares outstanding — —
Common stock, 24,472 and 24,859 shares
outstanding, respectively 67,832 67,558
Additional paid-in capital 19,546 15,730
Retained earnings 830,581 735,555
917,959 818,843
Less treasury shares, at cost 145,122 111,491
Total stockholders’ equity 772,837 707,352
Total Liabilities and
Stockholders’ Equity $1,423610 1,302273

See notes to consolidated financial statements



Consolidated Statements of
Changes in Financial Position
(In thousands)

Year Ended December 31, 1987 1986 1985
Net income $139,856 97,839 100,163
Non-cash charges (credits)
to operations
Depreciation 56,136 48,360 46,272
Deferred income taxes 21,471 12,811 9,090
Unconsolidated affiliates’ distributions
in excess of (less than) earnings 2,079 1,010 (413)
Funds from operations 219,542 160,020 155,112
Accounts and notes receivable 777 (9.332) 11,043
Other current assets (337)  (4374)  (5985)
Accounts payable and accrued expenses (519) 11,848 (15,770)
Short-term borrowings 17,989 — —
Current maturities of long-term debt (2,259) 3 408
Income taxes payable 8,411 4,618 (9,263)
Funds before investments 243,604 162,783 137,545
Capital expenditures (106,321)  (148477) (219.,004)
After-tax proceeds from sale of assets 58,475 3,281 334430
Additional investments (39.817)  (59.040)  (20,107)
Funds before financing activities 155,941 (41.453) 232,864
Long-term borrowings 4,986 — 85,328
Reduction of long-term debt (2,167) (3.413)  (76.609)
Net proceeds from joint venture financing 16,100 — —
Change in restricted securities 8,261 3,535 (81,701)
Deferred income taxes - tax
leasing transaction (6,782) (5.500) 11,295
Cash dividends (44.830)  (44700)  (44,551)
Treasury stock purchases (33631) — —
Other, net (40,291) 8,476 (10,666)
ase) in Cash
) Investments $ 57.587 (83,055) 115,960

solidated financial statements
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Hilton Hotels Corporation Consolidated Statements of
and Subsidiaries Stockholders’ Equity

(In thousands, except shares and per share amounts)

Number of Additional Treasury

Shares Common Paid-in Retained Shares,

Outstanding Stock Capital Earnings at cost

Balance, December 31, 1984 24,698,013  $67,155 10,358 626804  (111,491)
Exercise of stock options 85,536 214 2,794 — —
Net income — — — 100,163 -
Dividends ($1.80 per share) — — —  (44/551) —
Balance, December 31, 1985 24,783,549 67,369 13,152 682,416 (111,491)
Exercise of stock options 75.860 189 2,578 — —
Net income == == = 97,839 o
Dividends ($1.80 per share) — - —  (44,700) —
Balance, December 31, 1986 24,859,409 67,558 15,730 735,555  (111,491)
Exercise of stock options 109,677 274 3,816 — —
Treasury stack acquired (497.300) — — — (33.631)
Net income — = — 139,856 —
Dividends ($1.80 per share) — — —  (44.830) —
Balance, December 31, 1987 24,471,786  $67,832 19,546 830,581  (145122)

See notes to consolidated financial statements




December 31, 1987

significant accounting policies

F CONSOLIDATION

lidated financial statements include the
Hilton Hotels Corporation and its majority
y-owned subsidiaries (the Company). All
jer-company transactions are eliminated.
ption of entities with restricted securities,
significant restrictions on the transfer of
the Company’s wholly-owned subsidiaries
Jotels Corporation.

n unconsolidated affiliates are stated at
ity in undistributed earnings less losses
ions.

UES/PROMOTIONAL ALLOWANCES

motional allowances consist of compli-
beverage and accommodations.

Y EQUIPMENT AND DEPRECIATION

ty and equipment are stated at cost. Interest
g construction of new facilities or major
facilities is capitalized and amortized over
ation has been computed on the straight-line
the following estimated useful lives:
improvements —average of approxi-
4 years; leasehold improvements— the remain-
of existing leases; furniture and equipment—
ight years. Expenditures for revisions and
s to existing facilities are classified with build-
easehold improvements and are amortized
 periods in accordance with the useful lives
ive assets.
improvements are capitalized; costs of nor-
and maintenance are charged to expense as
Jpon the sale or retirement of property and
t, the cost and related accumulated deprecia-
oved from the respective accounts, and the
or loss, if any, is included in income.

Notes to Consolidated Financial Statements

PRE-OPENING COSTS

Operating costs and expenses associated with the
opening of hotels or major additions to hotels are
deferred and charged to income over a three year period
after the opening date.

UNAMORTIZED LOAN COSTS

Debt discount and issuance costs incurred in connec-
tion with long-term debt are amortized by charges to
expense, principally on the bonds outstanding method.

SELF-INSURANCE

The Company is self-insured for various levels of
general liability, workers’ compensation and employee
medical coverage. Insurance reserves include the present
values of projected settlements for the Company’s antic-
ipated claims experience.

INCOME TAXES

The provisions for deferred income taxes in the
accompanying notes to consolidated financial state-
ments reflect the results of timing differences in recog-
nizing income or deductions for financial reporting
and income tax purposes.

Investment tax credits are accounted for on the flow-
through method as a reduction of Federal income taxes.

STOCK OPTION PLANS

No charges or credits to income are made with regard
to the options granted under the Company’s stock
option plans.

RESTRICTED SECURITIES

The proceeds from two issues of industrial develop-
ment revenue bonds are restricted for the redevelop-
ment of two hotel properties.

OTHER INVESTMENTS

During 1981 the Company entered into a “safe harbor
lease” under the Economic Recovery Tax Act of 1981,
which provided for the deferral of income tax payments
through the use of accelerated cost recovery system
deductions related to the leased assets. The cost was
recorded as a long-term investment in tax benefits. The
portion of the cost not directly recovered through tax
deductions is being amortized over a ten year period.



Hilton Hotels Corporation

and Subsidiaries [continued)

NET INCOME PER SHARE

Net income per share is based on the weighted aver-
age number of common shares outstanding plus the
common share equivalents which arise from the
assumed exercise of stock options.

RECLASSIFICATIONS

The consolidated financial statements for prior years
reflect certain reclassifications to conform with classifi-
cations adopted in 1987. These reclassifications have no
effect on net income.

Accounts and Notes Receivable

Included in other current assets at December 31, 1987
and 1986 are accounts and notes receivable as follows:

{In thousands) 1987 1986

Hotel accounts and notes receivable 875796 75946
Less allowance for

doubtful accounts 3,256 1,915

72540 74031

Casino accounts receivable 26,334 18,205
Less allowance for

doubtful accounts 6,654 4,910

19,680 13,295

Federal tax refund receivable 2,585 8,256

Total $94,805 95,582

Based primarily on historical trends, an allowance for
estimated uncollectible casino receivables is provided to
reduce casino accounts receivable to amounts antici-
pated to be collected within twelve months of the date
credit was granted. Such allowances are included in
casino expenses in the amount of $5.5 million, $5.4
million and $3.5 million in 1987, 1986 and 1985,
respectively.

Inventories

Included in other current assets at December 31, 1987
and 1986 are inventories of $9.5 million and $8.5 mil-
lion, respectively, determined on a first-in, first-out basis.

Notes to Consolidated Financial Statements

Investments

The composition of the Company’s total investments
in and notes from unconsolidated affiliates at
December 31, 1987 and 1986 is as follows:

{In thousands) 1987 1986

Equity investments
50% owned unconsolidated
affiliates
Hotel partnership joint
ventures (seven in 1987,

ten in 1986) $170,648 204749
Compass Computer '
Services, Inc. 7,323 6,335
Hilton Reservation '
Equipment Company 2,872 2,890
Less than 50% owned
unconsolidated affiliates
Hotel partnership joint
ventures (ten in 1987, _
nine in 1986) 18,281 12,887
Total equity investments 199,124 226,861
Notes receivable (net of current _
maturities of $845 and $793) 4,069 3,164
Total $203,193 230,025

The changes in the Company’s equity investments in
such affiliates are as follows:

{In thousands) 1987 1986
Investments, January 1 $226,861 170,572
Earnings 12,659 8,620
Distributions received (14,738) (9.630)
Additional investments 38,067 57,299
Net proceeds from joint

venture financing (16,100) —
Sales of interests in hotel

partnership joint ventures (12,443) —
Transfer of assets (35,182) —
Investments, December 31 $199,124 226,861

Three unconsolidated affiliates have limitations on
distributions of earnings under certain circumstances.
At December 31, 1987 one property had a restriction
on such distributions of $3.8 million. At December 31,
1987 undistributed earnings from unconsolidated affili-
ates aggregated $10.0 million.

Management fees totalling approximately $17.2 mil-
lion, $16.0 million and $11.6 million were charged by
the Company to its unconsolidated affiliates in 1987,
1986 and 198, respectively. Other group services were
provided to unconsolidated affiliates with no significant
element of profit.



narized balance sheet information of the 50%
fhiliates at December 31, 1987 and 1986 is

Summarized results of operations of the less than
50% owned affiliates for the three years ended
December 31, 1987 are as follows:

ed balance sheet information of the less

1987 1986

e $ 39843 29,804
and other assets, net 540,386 488,374
: 47:553 41,045

bt and other 424090 385,517
108,586 91,616

-term joint venture obligations totalling
nillion at December 31, 1987, $747.8 million is
ely by venture assets or is guaranteed by

e partners without recourse to the Com-

Ipany’s proportionate share of equity as
din the unconsolidated affiliates’ financial state-
8 million and $33.8 million in excess of the
s cost in 1987 and 1986, respectively, and is
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ssets. Such amortization amounted to $1.9
ly in 1987, 1986 and 1985.
s proportionate shares of capital
depreciation expense of unconsoli-
re $99.2 million and $24.3 million,
in 1987, $92.3 million and $22.9 million,
in 1986, and $74.1 million and $19.1 mil-
vely, in 1985,
ed results of operations of the 50% owned
e three years ended December 31, 1987

1987 1986 1985
$435,513 401,073 394,152
401,489 373,669 352,839

31,936 26,364 39,586

1987 1986 (In thousands) 1987 1986 1985
] $ 93,623 99,675 Revenue $291,027 240,880 118,652
d other assets, net 831,938 759,496 Expenses 312,161 262,079 130,765
abilities 59,995 61,471 Net income (loss) (21,134)  (21,199) (12.113)
ebt and other 368,882 345,356
496684 452344 The proportionate taxable income or loss of all part-

nership joint ventures is included in the taxable income
of their respective partners. Therefore, no provisions for
income taxes on such entities, except for certain local
taxes on income of partnership joint ventures in the
District of Columbia and the Federal income tax of a
corporate joint venture, are included in the above
statements.

Other investments at December 31, 1987 and 1986
consist of:

{In thousands) 1987 1986
Safe harbor tax lease benefits $11,618 12,697
Other notes and investments 32,727 20,967
Total $44,345 33,664

The lessee under the safe harbor lease has filed a peti-
tion for reorganization under Chapter 11 of the United
States Bankruptcy Code. Management does not believe
such reorganization will have a material adverse effect
on the Company’s consolidated financial position.

Property and Equipment

Property and equipment at December 31, 1987 and
1986 are as follows:

(In thousands) 1987 1986

Land $ 55083 56,107
Buildings and leasehold

improvements 628,252 595,421

Furniture and equipment 258,304 242,020
Property held for sale or

development 7:255 6,767

Construction in progress 66,878 12,665

1,015,772 912,980

Less accumulated depreciation 286,306 268,244

Total $ 720466 644,736
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Hilton Hotels Corporation
and Subsidiaries

Current Liabilities

Notes to Consolidated Financial Statements
(continued)

Current liabilities at December 31, 1987 and 1986 are

as follows:
(In thousands) 1987 1986
Accounts payable and
accrued expenses $115,846 116,365
Short-term borrowings 17,989 —
Current maturities of long-term debt 1,806 4,065
Income taxes payable 15,732 7,321
Total current liabilities $151,373 127,751

Long-term Debt

Long-term debt at December 31, 1987 and 1986 is as

follows:
{In thousands) 1987 1986
Mortgage bonds and notes, 7%
to 12%, due 1988 to 2003 $ 42,766 40,892
Collateral trust bonds, 8%,
due 1988 to 1993 8,190 9,096
Senior debentures, 113/5%, due 1992 74,730 74,675
Senior debentures, 10%/s%, due 1994 75,000 75,000
Industrial development revenue
bonds at adjustable rates, due 2015 82,000 82,000
Other 2,823 3,286
285509 284,949
Less current maturities 1,806 4,065
Net long-term debt $283,703 280,884
Debt maturities during the next five years are as
follows:
fin thousands)
1988 $ 1.806
1989 3331
1990 4,538
1991 5,154
1992 B1,142

Secured debt obligations of $51.0 million at Decem-
ber 31, 1987 are collateralized by property with a net
book value of $329.0 million and are payable serially

over remaining terms ranging to fifteen years.

The collateral trust bonds, due December 1, 1993, are
presented net of $246,000 and $312,000 of unamortized
discount and $1.6 million and $1.8 million principal
amount of treasury bonds in 1987 and 1986,
respectively.

The $150 million of senior debentures are redeemable
by the Company, in whole or from time to time in part,
at 100% of the principal amount plus accrued interest to
the date of redemption on or after December 1, 1989 for

the 113/8% issue and on or after January 15, 1991 for the
10%/8% issue. The 11%/5% debentures are presented net
of $270,000 and $325,000 unamortized discount at
December 31, 1987 and 1986, respectively.

The $82 million in adjustable rate industrial develop:
ment revenue bonds were issued by certain local '
authorities in Georgia and Louisiana. The proceeds of
these issues will provide for the renovation of airport
properties in those states.

The Company has on file shelf registration state-
ments whereby it could offer up to $300 million in
senior debentures and $300 million in subordinated
debentures. There were no borrowings under these
facilities in 1987 and 1986.

Lines of credit available include $500 million in
money-market facilities with interest and maturity
terms as quoted by the participating banks at the time of:
any borrowing thereunder. The money-market facilities
carry no commitment fees and may be withdrawn at
the discretion of the participating banks. There were no:
borrowings under these facilities in 1987 and 1986.

During 1987, 1986 and 1985 the Company issued and
renewed commercial paper for varying periods with
interest at market rates. The Company had $18.0 mil-
lion in commercial paper outstanding at December 31,
1987, and had no amounts outstanding at year end in
1986 or 1985. In 1987, 1986 and 1985 the average
amounts of commercial paper outstanding were $140.5
million, $138.0 million and $89.6 million, respectively,
with the largest amounts outstanding at any one time
being $194.3 million, $147.0 million and $104.0 million,
respectively. Weighted average interest rates were 6.72%,
6.88% and 8.26%, respectively. '

Under the Company's most restrictive indenture the
Company is limited on the amount of retained earnings
available for payment of cash dividends and acqui-
sition of the Company’s stock. At December 31, 1987,
approximately $629.0 million of retained earnings was
unrestricted.

Income Taxes

The provisions for income taxes for the three years
ended December 31, 1987 are as follows:

{In thousands) 1987 1986 19585
Current
Federal $46,748 17,310 44,895
Investment and other
tax credits (2:371) (5.651) (14,598
State and local 6,183 4,821 4,659
50,560 16,480 34.956
Deferred 21,471 15,228 8,124
Total $72,031 31,708 43,080
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Capital Stock

Ninety million shares of common stock with a par
value of $2.50 per share are authorized, of which
27,133,020 and 27,023,343 were issued at December 31,
1987 and 1986, respectively, including treasury shares
of 2,661,234 and 2,163,934 in 1987 and in 1986,
respectively.

Ten million shares of preferred stock with a par value
of $1.00 per share are authorized. The shares are issuable
in series. No shares were outstanding in 1987 or 1986.

At December 31, 1987, 806,635 shares of common
stock were reserved for the exercise of options under the
Company'’s stock option plans. Options may be granted
to salaried officers and other key employees of the
Company to purchase common stock at not less than
fair market value at the date of grant.

Options may be exercised in installments commenc-
ing one year after date of grant and expire either five or
ten years after date of grant. The plan also permits the
granting of Stock Appreciation Rights (SARs). There

were no SARs outstanding at December 31, 1987 or 1986.

Changes in stock options during 1987 were as
follows:

Options
Price Range Options Available
(Per Share) Outstanding  for Grant
Balance at
January 1 $11.56-73.13 555739 365,758
Granted 72.13-88.75 130,375 (130,375)
Exercised 11.56-61.25 (114.862) —
Cancelled  36.06-72.13 (33,755) 33,755
Balance at
December 31 17.75-88.75 537497 269,138
Exercisable at
December 31 $17.75-61.25 214,734

Under provisions of Nevada gaming laws and the
Company’s certificate of incorporation, certain securi-
ties of the Company are subject to restrictions on
ownership which may be imposed by specified govern-
mental commissions. Such restrictions may require the
holder to dispose of the securities or, if the holder
refuses to make such disposition, the Company may be
obligated to repurchase the securities.

3



Hilton Hotels Corporation

and Subsidiaries (continued)

Employee Benefit Plans

The Company has a non-contributory retirement
plan (“Basic Plan”) covering substantially all regular
full-time, non-union employees. The Company also has
plans covering qualifying officers and non-officer direc-
tors (“Supplemental Plans”). Benefits for all plans are
based upon years of service and compensation, as
defined.

The Company’s funding policy is to contribute annu-
ally the minimum amount required by the Employee
Retirement Income Security Act of 1974. Contributions
are intended to provide not only for benefits attributed
to service to date, but also for benefits expected to be
earned in the future.

The funded status for the Basic Plan as of December
31, 1987 and 1986 is as follows:

{In thousands) 1987 1986

Actuarial present value of
benefit obligations:
Accumulated benefit obligation,
including vested benefits of
$(47706) and $(48,940).

respectively $(57.357) (56,562)
Projected benefit obligation for
service rendered to date $(72,333) (67,993)
Plan assets at fair value, primarily
listed securities and temporary
investments 79234 77:499
Plan assets in excess of projected
benefit obligation 6,901 9,506
Unrecognized net loss from changes
in assumptions 8,380 7.801
Unrecognized net asset as of
January 1, 1986 (17,311) (18,882)
Accrued pension liability $ (2030) (1.575)
Pension cost includes the
following components:
Service cost $ 3,658 2,585

Interest cost on projected benefit
obligation 5,280 4,760

Actual return on plan assets (5178) (7,000)
Net amortization and deferral (3.277) (497)
Net periodic cost (income) before
allocation 483 (152)
Cost allocated to managed
properties 320 336
Net periodic pension cost (income) $ 163 (488)

Notes to Consolidated Financial Statements

The funded status for the Supplemental Plans as of
December 31, 1987 and 1986 is as follows:

(In thousands) 1987 1

Actuarial present value of
benefit obligations:
Accumulated benefit obligation,
including vested benefits of

$(3.753) and $(4,538),
respectively

8(5,506) (6.4

Projected benefit obligation for

service rendered to date $(7,750) (6,990
Plan assets =
Unrecognized plan obligation (7.750) (6,990
Unrecognized net loss from changes '

in assumptions 817
Unrecognized obligation as of )

January 1, 1986 4555 4,906

Accrued pension liability

$(2378)  (us599)

Pension cost includes the
following components:

Service cost $ 176 118
Interest cost on projected benefit

obligation 623 522

Net amortization and deferral 445 350

Net periodic pension cost $ 1,244 990

The discount rates used in determining the actuarial
present value of the projected benefit obligations were
eight and one-half percent and eight percent in 1987
and 1986, respectively, with the rate of increase in future
compensation projected at four and one-half percent in
each year. The expected long-term rate of return on
assets is nine percent. The unrecognized net (asset)
obligation is being amortized over a 15 year period.

A significant number of the Company’s employees
are covered by union sponsored, collectively bargained
multi-employer pension plans. The Company contrib-
uted and charged to expense approximately $7.1 million,
$7.1 million and $6.2 million in 1987, 1986 and 1985,
respectively, for such plans. Information from the plans’
administrators is not sufficient to permit the Company
to determine its share of unfunded vested benefits,
if any.

The Company also has an employee investment
plan whereby the Company contributes certain percent:
ages of employee contributions. The cost of the plan is
not significant.
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ases are as follows:

pany operates six properties under non-

e operating leases, all of which are for land
remaining terms up to 46 years. Upon

on of two of the leases, the Company has

ions of 40 and 45 years. Four leases require

nt of additional rentals based on varying per-
of revenue or income. Additionally, the Com-
smmitted under non-cancellable leases for
having remaining terms up to 18 years.
lease commitments under non-cancellable

(In thousands)

- ‘I"z
1993 t0 2033

$

8,122
8,016
7,212
7044
6,562
67,598

$104,554

e rental expense for all operating leases is

1987 1986 1985
$ 8330 8,063 5,859
1,835 1,753 1,813
$10,165 9,816 7,672

lows:

data of the Company’s business segments
ended December 31, 1987, 1986 and 1985

1987 1986 1985

$ 52274 47,849 42.247

28,214 23,451 23,112

$ 80,488 71,300 65,359
Expenditures (1)

$ 173293 148954 137,677

32,259 91,794 155.470

$ 205552 240748 293,147

$ 756,189 665,106 577852

444.454 427,556 347437

222,967 209,611 300,316

$1,423610 1,302,273 1,225,605

Hilton's proportionate share of unconsolidated affiliates.
s investments in unconsolidated affiliates.

Supplemental hotels segment operating data for the
three years ended December 31, 1987 are as follows:

(In thousands) 1987 1986 1985
Revenue
Rooms $151,146 146,916 147,162
Food and beverage 87086 83241 87,164
Other products and
services 26,511 22,498 27,037
Management and
franchise fees 63,160 59527 56,402
Operating income from
unconsolidated
affiliates 27,304 20,233 27,957
Total 355207 332415 345722
Costs and expenses
Departmental direct
costs
Rooms 44793 44757 45820
Food and beverage 69,238 67,781 72,062
Other costs and
expenses 140,526 136,305 137,337
254557 248843 255219
Hotels income contribution ~ $100,650 83,572 90,503

Supplemental gaming segment operating data for the
three years ended December 31, 1987 are as follows:

{In thousands) 1987 1986 1985
Revenue
Rooms $120948 104,348 90,785
Food and beverage 109,933 92,822 87,728
Casino 265,313 219,138 204,649
Casino promotional
allowances (34921) (27.891) (26,637)
Other products and
services 27,346 19,534 10,127
Total 488,619 407,951 366,652
Costs and expenses
Departmental direct
costs
Rooms 40,611 35409 32,192
Food and beverage 80,539 69,625 64,453
Casino 94579 77502 69,633
Other costs and
expenses 165,146 137,250 124,016
380875 319,786 290,294
Gaming income contribution $107,744 88,165 76,358




Hilton Hotels Corporation Notes to Consolidated Financial Statements
and Subsidiaries (continued)

Supplementary Financial Information (unaudited)

Quarterly Financial Data (In thousands, except per share amounts and percentages)
Income
Before
Occupancy (1) Income  Income Net  Earnings Dividends
1987 Hotels Gaming Revenue  Contribution Taxes Income  Per Share  Per Share
1st Quarter 66% 84 $201,175 46,560 36,917 24,012 96 .45
2nd Quarter 69 85 224021 64175 55120 35,207 1.40 45
3rd Quarter 70 82 198,247 42,115 31,847 22,276 8y A5
4th Quarter 66 84 220383 55544 87994 58361 2.35 45
Year 68% 84 5843826 208,394 211,887 139,856 5.59 1.80
1986
1st Quarter 62% 85 $162,429 32,684 24810 17,433 70 45
2nd Quarter 68 84 194,322 52,728 43,204 30,505 1.22 45
3rd Quarter 67 85 186,608 40,723 32834 23727 95 45
4th Quarter 63 81 197012 45602 28699 26,174 1.05 45
Year 65% 84 $740,366 171,737 129,547 97,839 392 180

(1) Properties owned or managed.

As of December 31, 1987 there were approximately 6,200 stockholders of record.

Commitments and Contingent Liabilities

At December 31, 1987 the Company had contractual
commitments at its wholly-owned or leased properties
for major expansion and rehabilitation projects of
approximately $38.6 million. There were also enter-
tainer and sporting event commitments of approxi-
mately $10.3 million. Additionally, the Company is
committed, under certain conditions, to invest or loan
up to $29.0 million to entities developing hotel proper-
ties and has guaranteed the completion of certain hotel
construction programs with remaining budgets esti-
mated at $125.7 million at December 31, 1987.

Various lawsuits are pending against the Company.
In the opinion of management, disposition of these
lawsuits is expected to have no material effect on the
consolidated financial statements.




ort of Independent Public Accountants

e Board of Directors and Stockholders of Hilton
Corporation:

have examined the consolidated balance sheets of

on Hotels Corporation (a Delaware corporation) and
sidiaries as of December 31, 1987 and 1986 and the
ed consolidated statements of income, stockholders’
y and changes in financial position for each of the
ears in the period ended December 31, 1987. Our
inations were made in accordance with generally
ed auditing standards and, accordingly, included

h tests of the accounting records and such other
procedures as we considered necessary in the
stances.

ur opinion, the financial statements referred to
present fairly the financial position of Hilton

iges in their financial position for each of the
ears in the period ended December 31, 1987, in
mity with generally accepted accounting princi-
plied on a consistent basis.

have also examined the accompanying condensed
lidated balance sheets — current value basis of
Hotels Corporation and subsidiaries as of

ber 31, 1987 and 1986. Such statements are based
onsolidated historical cost financial statements
| to above, adjusted as described in the notes

0, to present assets and liabilities at their esti-

d current values.

The condensed consolidated balance sheets—current
value basis have been prepared by management to pro-
vide relevant information about assets of the Company
that is not provided by the historical cost consolidated
financial statements and that differs significantly from
the historical cost amounts required by generally
accepted accounting principles. Consequently, these
condensed consolidated financial statements are not
intended to summarize financial position in conformity
with generally accepted accounting principles.

In our opinion, the condensed consolidated balance
sheets— current value basis as of December 31, 1987
and 1986 present fairly the assets and liabilities of
Hilton Hotels Corporation and subsidiaries as of
December 31, 1987 and 1986 on the basis of accounting
described in the notes thereto applied on a consistent
basis.

ARTHUR ANDERSEN & CO.

Los Angeles, California
February 1, 1988.

(¥



Supplementary Information— Current Value

The Company’s consolidated financial statements are prepared based on historical prices in effect when indivi
transactions occurred. These statements do not therefore reflect changes in the fair market values of the Company’s
assets. It is management’s opinion that presentation of market values based on industry valuation methods and
sound theory is significant information for its stockholders. For this reason the Company also reports market value
information on its assets.

However, other qualitative and quantitative methods and considerations are also used in valuing companies,
including analyses of the market prices of publicly traded equity securities of the Company and of other companies
engaged in similar businesses, the financial consideration offered in recent business combinations of competitive
panies, the skill and depth of management and business prospects. Each method and consideration can result in di
ent valuations. The reader is accordingly cautioned against any simplistic use of the data presented. The Company’s
market value information may vary significantly from future values due to changing competitive conditions or
changes in Federal or other tax laws.

Presented below are audited, condensed consolidated balance sheets on the current value basis, accompanied by
notes thereto.

Condensed Consolidated

Balance Sheets— Current Value Basis
{In thousands)

December 31, 1987
Assets Current assets $ 358,000 301,000
Investments in and notes from
unconsolidated affiliates 531,000 588,000
Other investments 136,000 125,00
Operating properties 1,658,000 1,562,01
Other property 21,000 24,000
Management and franchise agreements 506,000 505,000
Other assets 18,000 14,000
Total current value of assets $3,228,000 3,119,000
Liabilities and Liabilities $ 651,000 595,000
Stockholders’ Equity Stackholders’ equity
Historical cost basis 773,000 707,000
Revaluation equity 1,804,000 1,817,000
Total stockholders’ equity 2,577,000 2,524,000
Total liabilities and stockholders’ equity $3,228,000 3,116,000

The presentation of current value information does not imply management’s intent to dispose of any assets or, if such assets were sold, that the
current value could be obtained.



Votes to Condensed Consolidated Balance Sheets— Current Value Basis

‘Current assets and other assets are stated at historical cost, which is estimated to approximate current value. The
value of other investments is based on market prices as of December 31, 1987 and 1986, respectively.

Other property consists primarily of construction in progress and vacant land. Construction in progress is stated

at historical cost, which is estimated to approximate current value. Vacant land is stated at management'’s estimate of
rent value, which does not differ significantly from cost at December 31, 1987 and 1986.

Real estate values are based on appraisals using the estimated present values of future income streams, with the
Jues of the unconsolidated affiliates reduced by long-term debt. Management and franchise agreements are valued at
present values of the respective estimated net income streams to be generated. Discount rates used were compar-

e between 1987 and 1986 and primarily range from 8.5% to 13%. Estimates for values of wholly-owned and un-
solidated affiliates’ properties were made by the following outside appraisers: Joseph J. Blake and Associates, Inc,,
nation Counselors, Inc, Real Estate Research Corporation, Hospitality Valuation Services, Inc, The Weitzman Group,
¢, Harps & Harps, Inc, Peter F. Korpacz & Associates, Inc, and Richard O. Haase, MAALL

Long-term debt is valued at the present value of future cash flows based on existing interest rates. This may repre-
n economic savings compared to current rates for an equivalent amount of conventional debt. Such differences
included in the Company’s equity interests in operating properties. Consequently, long-term debt is carried at
ical cost. Other liabilities are stated on a historical cost basis.

Income taxes have not been computed on the differences between the current value and historical income tax

of the Company’s assets and liabilities. The increase in deferred income taxes attributable to the current value
ent utilizing the currently prevailing Federal rate of 34% is estimated to be approximately $557 million at

ber 31, 1987. The Company anticipates such amount substantially exceeds the present value at December 31,

87 of its future taxes payable.

Revaluation equity is the aggregate difference between current value and historical accounting bases of the

pany’s assets and liabilities. The components of the change in revaluation equity are as follows:

{In thousands) 1987 1986
ce—January 1 $1,817,000 1,711,000
ncrease (Decrease)
Unconsolidated affiliates 48,000 26,000
Other investments 8,000 14,000
perating and other properties 9,000 26,000
Management and franchise agreements 1,000 40,000
Property transactions (1) (79.000) —
(13,000) 106,000
ce— December 31 $1,804,000 1,817,000

1987 two joint venture properties and certain land held by other joint ventures were sold. The Company’s share of the proceeds from 1987
transactions exceeded 1986 appraised values by $8 million.
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Hilton Hotels Corporation
and Subsidiaries

Ten Year Summary

(Dollars in thousands, except per share amounts) 1987 1986 1985
Summary Revenue
Data For Hotels ") $1,279.493 1,228,336 1,138,836
Years Ended Management fees 31,311 28,833 28,178
December 31 Franchise fees 31,849 30,694 28224
Total hotels 1,342,653 1,287,863 1,195,238
Gaming 11 589,683 483,653 366,652
Total 1,932,336 1,771,516 1,561,890
Less non-consolidated managed 1,116,929 1,052,531 877473
Total revenue from consolidated operations § 815407 718,985 684.417
Income contribution [*)
Hotels $ 100650 83,572 90,503
Gaming 107,744 88,165 76,358
Total 208,394 171,737 166,861
Net interest and dividend income (expense) 1*/ (22,003) (22,084) (11.691)
Corporate expense (18,267) (17,560) (14.982)
Property transactions 43,763 (2,546) 3055
Provision for income taxes (72.031) (31,708) (43,080
Net income $ 139856 97.839 100,163
Net income per share $ 5.59 3.92 4.03.
Return on average stockholders’ equity 18.9% 14:4 16.1
Dividends per share $ 1.80 1.80 1.80
Market price— high/low 91.75/55.00 80.25/60.50 73.50/55.75
Funds provided from operations 219,542 160,020 155,112
Depreciation 1! 80,488 71,300 65,359
Capital expenditures '*! 205,552 240,748 203,147
Financial Working capital $ 206,962 173,437 259,255
Position Assets 1,423,610 1,302,273 1,225,605
at Year End Long-term debt 283,703 280,884 284,297
Stockholders’ equity 772,837 707,352 651,446
Stockholders’ equity per share 3158 28.45 26:29
Ratio of long-term debt to total capital ¥ 22 24 26
General Average common and equivalent shares 25,012,969 24,968,323 24,881,903
Information Percentage of occupancy!"!
Hotels 68 65 64
Gaming 84 B4 86
Number of properties at year end
Wholly-owned or leased 8 8 11
Partially owned 13 14 14
Managed 22 22 23
Franchised 224 223 218
Gaming 4 4 4
Total 271 271 270
Available rooms at year end
Wholly-owned or leased 6,027 6,085 7,399
Partially owned 13,528 14,350 14,123
Managed 14,183 13,425 13,692
Franchised 55,641 55,602 54,285
Gaming 7,318 7:318 6,602
Total 96,697 96,780 96,101

(1) Includes Elmpcrties owned or managed.

ilton’s proportionate share of unconsolidated affiliates.

(2) Includes

(3) Total capital represents total assets less current liabilities,
*Average annual return,




Ten Year
Cumpmmd

1984 1983 1982 1981 1980 1979 1978  Growth Rate

1,086,281 977,962 908,938 891,066 832,644 770137 682,573 8.3%

25,395 20,536 17,728 17,058 15,924 13,963 11,826 12.7
26,274 23,088 19,506 17,528 14,305 10,894 8,342 17.9

11 37950 1,021,586 946,172 926,552 862,873 794,994 702741 8.5

- 340954 323,811 291,422 269,147 251,622 230,856 182,952 15.2

1478,904 1,345:397 1,237,594 1195,699 1,114,495 1,025,850 885,693 10:1

831,607 696,117 638,075 610,476 560,168 511,916 441,628 11.8
647,297 649,280 599,519 585.223 554,327 513,934 444,065 8.2
107,807 101,004 92,595 113,813 114,529 105,286 88,901 5.0
69,745 68,639 52,248 79,126 79,983 69,864 51,264 15.9

177552 169,643 144,843 192,939 194,512 175,150 140,165 9.2
(3196) (7.937) 3843 12,609 8,589 (3.154) (13.061)

(10743) (10,519) (9.982) (8,965) (7.793) (6:147) (5:487) 139
27,882 37581 2,764 — - 14,717 -

(77512) (76,131) (58,095) (83,960) (89,176) (81,283) (54023)

113,983 112,637 83,373 112,623 106,132 99,283 67,594 13.3
4.33 4.20 312 4.22 4.00 376 262 147
18.6 18.7 15.1 227 251 29.3 265 205"

- 180 .80 .80 1.65 142 1.09 7375 141
00/45.50 60.25/40.13 52.00/27.63 52.25/33.25 48.63/25.50 35.63/22.00 32.75/11.38
148,590 164,890 134,399 141,914 132,092 120,922 87,868
58,885 56,735 51,076 40,249 36,101 33,826 31872
261,427 99,526 131,854 178,695 92,821 57.083 66,239
125,728 165,651 99,671 109,072 132,063 98,584 60,350
63,752 1,099,212 938,321 816,470 696,824 636,076 588,951
275,578 242,217 179,553 119,524 120,602 125,442 174,074
592,826 634,297 568,501 532,555 458,878 386,315 200,589
24.00 2373 21.31 19.98 17.40 14.83 11.94
. 27 24 .21 a7 19 23 36
348,220 26,846,197 26,740,344 26,698,553 26,545,225 26,445,125 26,253,585
64 60 61 65 69 71 70
84 8o 72 81 81 86 86
11 13 14 14 15 15 16
L3 13 4 15 14 4 L
22 23 19 16 15 17 16
204 194 188 171 163 145 136
3 3 3 3 ) 2 2
253 246 238 219 209 193 184
7,580 10,464 10,909 11,072 11737 11,878 13,558
12,904 13,430 14,152 13,235 12,887 12,894 13,078
13,258 12,031 8,852 7977 7454 8052 7,808
49543 46,914 44.877 39630 36877 31,855 28,968
6,025 6,025 6,025 5/523 4.539 3,997 3,819
89,310 88,864 84,815 77.437 73494 68,676 67.231
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Hilton Hotels
Corporation

Directors

Executive Officers

Hilton Hotels Division

Nevada Division

RAYMOND C. AVANSING, JR.®
Partner, Avansino & Melarkey,
Reno, Nevada—
Attorneys-at-law

GREGORY R. DILLON
Executive Vice President —
Corporate Properties and
President, Conrad Interna-
tional Hotels Corporation

DONALD W. DOUGLAS, JR.*
Business Consultant,
Placentia, California

WILLIAM H, EDWARDS™
Vice Chairman

JOHN V. GIOVENCO
Executive Vice President—
Nevada Gaming Operations
and President, Nevada
Diwvision

BARRON HILTON *
Chairman, President and
Chief Executive Officer

BENJAMIN V. LAMBERT®®
President, Eastdil Realty, Inc.,
New York—Real Estate
Investment Bankers

CARL T. MOTTEK
Executive Vice President —
Operations and President,
Hilton Hotels Division

JAMES R. SHEPLEY*®
Chairman, The Pullman
Company, Princeton, New
Jersey — Transportation,
Aerospace and Defense;
Chairman & Chief
Executive Officer, Wilton 11,
Inc.— Consultants

THOMAS R, WILCOX"*
Retired Chairman of the
Executive Committee of
Crocker National Corporation,
San Franeisco, California

SAM D. YOUNG, JR.*®
Chairman and President,
Trans West Enterprises, Inc.,
El Paso, Texas — Investments

* Members of the Executive
Commitlee

aMembers of the Audit Committee

“Members of the Personnel and
Compensation Committee

BARRON HILTON

Chairman, President and
Chief Executive Officer

GREGORY R. DILLON
Executive Vice President—
Corporate Properties and
President, Conrad Interna-
tional Hotels Corporation

JOHN V. GIOVENCO
Executive Vice President—
Nevada Gaming Operations
and President, Nevada
Division

CARL T. MOTTEK

Executive Vice President—
Operations and President,
Hilton Hotels Division

WILLIAM C. LEBO, IR.
Senior Vice President and
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Senior Vice President—
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Hilton Suite Division

ROBERT F, EISEMAN
Senior Vice President —
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JOSEPH F. FREDERICK, JR.

Senior Vice President —
Central Region

JORGEN H. HANSEN
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Southern Region

PETER KLEISER
Senior Vice President —
Food and Beverage

WILLIAM R. MCDONALD
Senior Vice President —
Human Resources

EARL MCDONOUGH
Senior Vice President —
Hawatiian Region

ROBERT €. MOORE
Senior Vice President—
Sales

HILMAR A. ROSENAST
Senior Vice President—
Western Region

JOSEPH P. SMYTH
Senior Vice President —
Marketing
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Eastern Region
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Vice President—
Labor Relations and
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DENNIS KOCI

Vice President —

Front Office Operations
and Systems

PATRICK D. QUINN

Vice President and Assistant

to the President, Hilton
Hotels Division
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JOHN T. FITZGERALD
Senior Vice President,
and President —
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Vice President, and
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PAUL V. HOUDAYER
Vice President —
Food and Beverage

ROBERT L. KELLEY
Vice President —
Casino Marketing,
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Vice President, and
Senior Vice President,
Casino Operations—
Las Vegas Hilton




Other Corporate Officers

LLOYD S. FARWELL
Senior Vice President —
Franchising and Development

JAMES R. GALBRAITH
Senior Vice President —
Corporate Affairs

SALVATORE F. GUARINO
Senior Vice President —
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Vice President
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Estate Development,
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Vice President —
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General Counsel
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LEROY A. JUDGE, R,
Vice President and Assistant
to the Chairman
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Vice President and
Corporate Comptroller
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Vice President —
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WARNER H. MCLEAN
Vice President — Tax

STEVEN A. MILLER
Vice President and
Treasurer

THOMAS B. PARRIS
Vice President— Real
Estate Development,
Eastern Region

WILLIAM B. REES
Vice President and Assistant
General Counsel

WALTER L. ROBINSON
Vice President —
Risk Management

DONALD E. TOBIAS

Vice President

IRVING P. WILLIAMS
Vice President —

Real Estate Development,
Southern Region

CHERYL L. MARSH
Corporate Secretary

Conrad International
Hotels Corporation

(A subsidiary of
Hilton Hate?: USA)

Directors
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GREGORY R. DILLON
BARRON HILTON
ERIC M. HILTON
WILLIAM C. LEBO, JR.
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Officers

BARRON HILTON
Chairman of the Board
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President

ERIC M. HILTON
Executive Vice President

MAURICE . SCANLON
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Vice President —
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Vice President—
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Vice President and
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WORLD HEADQUARTERS
9336 Civic Center Drive
Beverly Hills, California
90210

Transfer Agent and
Registrar for Common
Stock

THE FIRST NATIONAL BANK
OF CHICAGO

Stock Transfer Administration
Chicago, lllinois 60670

Independent
Public Accountants

ARTHUR ANDERSEN & CO.

Form 10-K

Stockholders wishing to
receive a copy of the Com-
pany's annual report on the
Securities and Exchange
Commission’s Form 10-K,
exclusive of the exhibits
thereto, may do so without
charge by writing to Ms.
Cheryl L. Marsh, Corporate
Secretary, Hilton Hotels Cor-
poration, 9336 Civic Center
Drive, Beverly Hills,
California goz1o.

Annual Meeting

The annual meeting of
stockholders will be held at
the Beverly Hilton, 9876
Wilshire Boulevard, Beverly
Hills, California on May 12,
1988, at 10:00 a.m.
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