Despegar.com Announces 2Q20 Financial Results
Delivered Cost Reduction Targets
Successful Cash Preservation Strategy – New Financing in August
Positive Improving Trend in Bookings since April Lows
British Virgin Islands. August 21, 2020 – Despegar.com, Corp. (NYSE: DESP), (“Despegar” or the
“Company”) a leading online travel company in Latin America, today announced unaudited results for the
three-months ended June 30, 2020 (2Q20). Financial results are expressed in U.S. dollars and are
presented in accordance with U.S. generally accepted accounting principles.

Second Quarter 2020 Key Financial and Operating Highlights
(For definitions, see page 15)

●
●
●
●
●
●

●

●
●
●

Results reflect global travel disruption brought about by the COVID-19 pandemic – restrictions more
severe in Latin America
Gross bookings on an FX neutral basis declined 94% year-over-year (YoY) and as reported declined
96% YoY to $48.9 million
Revenues as reported were negative $9.7 million, which include the impact of cancellations due to
COVID-19. Excluding this, as reported revenues would have declined 96% to $4.2 million
Transactions and Room Nights down 92% and 91% YoY, respectively
Excluding Extraordinary Charges, Adjusted EBITDA loss was $32.0 million. Reported Adjusted
EBITDA loss was $65.8 and $7.3 million in 2Q20 and 2Q19, respectively
Non-recurring charges that impact Net Income were $35.6 million in 2Q20, of which $27.4 million are
non-cash and $7.2 million reflect severance charges as well as $1.1 million in M&A expenses &
professional charges. Non-cash charges consist of: i) provisions for customer refunds, ii) impairment
charges, and iii) provisions for bad debt associated with Chapter 11 proceedings of several Latin
American airlines, as well as Judicial Recovery Proceedings of Avianca Brasil
Structural Costs declined 32% YoY and 23% quarter-over-quarter (QoQ) reflecting measures
implemented during 2Q20
○ Exceeded run-rate goal for 2Q20 Structural Costs by 3%, achieving Structural Costs of $33.1
million and remain on track to meet goal of $28 million in Structural Costs for 3Q20
Operating cash flow was $20.0 million in 2Q20, up from $9.5 million in 2Q19
Solid balance sheet - Unrestricted cash and cash equivalents of $224 million at quarter end, essentially
flat when compared with March 31, 2020. Secured $40 million 1-year term committed credit facility
Best Day acquisition terms renegotiated and on track to close in second half 2020

Subsequent Events
● Financing – On August 20, 2020 the Company entered into two financing transactions, for a total of
$200 million with the following key terms: i) with L Catterton, issuance and sale of preferred stock plus
warrants for an aggregate purchase price of $150 million, ii) with Waha Capital, issuance and sale of
series B preferred shares convertible into ordinary shares for an aggregate purchase price of $50
million. The Company intends to use the proceeds from these transactions for general corporate
purposes, including potential acquisitions.
● Koin – On August 20, 2020, Despegar acquired an 84% equity stake in Koin, a proven Brazilian online
payment platform. The acquisition of Koin will enhance customer financing options provided by
Despegar. The Company has been offering the Koin online boleto parcelado solution to its customers
in Brazil since early 2019. The acquisition was settled through the capitalization of Despegar's
receivables for a total of R$ 20 million (approximately $4 million).
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Message from CEO
Commenting on the Company’s performance, Damian Scokin, CEO stated, “This past quarter, we were
impacted not only by the natural fall off in travel demand but also by the travel restrictions imposed by the
different governments in the region which, in some countries, were rather severe. Encouragingly, we have
seen a positive trend in bookings both in June and July that has continued during the first two weeks of
August.
With respect to the variables that are within our control, we have delivered against the objectives we had
previously disclosed, including; i) reducing our cost structure and achieving a 32% reduction in our
structural costs on a year over year basis, surpassing the targets outlined in the first quarter and taking
this opportunity to become an even leaner organization going forward, ii) taking care of our customers by
adding flexibility to our refund policy to those bookings impacted by the pandemic, iii) strengthening our
balance sheet with new financings including a $40 million revolving facility and subsequent to quarter-end
raising an additional $200 million via two private placement transactions, iv) executing against our M&A
strategy. We renegotiated the terms of the Best Day acquisition which includes the deferral of the payment
of the purchase price for 36 months. Additionally, the acquisition of Koin expands our technological
platform through the addition of a payment solution serving the attractive Brazilian market.
While the outlook remains uncertain, we have taken appropriate action to mitigate the effects of the
pandemic while continuing to protect our business and laying the foundation for an even stronger
competitive position when travel once again resumes. I have been impressed and inspired by how the
Despegar team has come together and how our employees responded to this crisis. I would like to thank
all of our stakeholders, employees and investors for their support.”

2

Business Update on COVID-19
Governmental Flight Restrictions
The COVID-19 virus outbreak has caused a disruption both in the aviation and in the accommodation
industries resulting in drastic reductions in passenger traffic and hotel bookings. Several governments in
LatAm implemented severe measures to contain the spread, including the closing of borders and
prohibition of travel, domestic lockdowns and quarantine measures. Although LatAm governments were
quick to shut down, the pandemic took longer to spread in the region, thus the travel industry is taking
longer to recover.
In Brazil, while flights have not been restrained for local residents throughout 2Q20, accommodations have
been limited in accordance with the regulation of each Brazilian state. Mexico’s commercial aviation
remained open throughout the period, but hotels had to close both in April and in May. In Argentina, both
hotels and flights remained unavailable during the quarter, with restrictions in place to-date. In Colombia,
international flights are expected to resume on September 1, 2020 while domestic flights were allowed to
resume on July 1, 2020 subject to requests for approval by local municipalities where the airports are
located. Given the complexity to date domestic flights have not resumed. In Peru, domestic flights resumed
on July 14 ,2020 to be interrupted again one month later, while international air travel is expected to restart
on September 1, 2020.
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Impact of COVID-19 on Travel Trends
As expected, the minimum levels in new travel bookings observed in March continued throughout the
second quarter. The Company’s as reported gross bookings were down over 96% in the quarter reflecting
the restrictions to travel imposed by the different governments in the region due to COVID-19 and the
natural fall off in travel demand due to the pandemic and the reduction in air capacity.
Throughout the months of June and July, Despegar’s transactions and gross bookings were higher than
the low levels of previous months. This trend has continued throughout the first two weeks of August.
Cost Control Initiatives
The Company outperformed on its Cost Savings Program, achieving a $33.1 million run-rate for Structural
Costs, 32% lower on a YoY basis and in line with the previously announced goal of $34 million for the
quarter (excluding one-time items such as restructuring costs and other Extraordinary Charges and
assuming a zero revenue environment). Included in this cost saving, were sequential declines of 25% in
total payroll and 19% in non-payroll expenses.
Despegar is committed to significantly streamline operations and remains on track to meet its objective of
achieving its target of a $28 million run rate for Structural Costs as defined above for 3Q20. More details
are discussed further on in this press release.
Solid Financial Position:
The Company’s balance sheet remains solid with unrestricted cash and cash equivalents of $224 million
at quarter end, essentially flat when compared with March 31, 2020.
●

Additionally, on June 23, 2020, the Company secured a $40 million committed revolving credit facility
with a 1-year term. To date the Company has not drawn down on this credit facility.

●

As disclosed on June 11, 2020, Despegar amended its agreement to acquire Best Day in Mexico,
including changes to valuation and timing of payments as well as minimizing or eliminating near-term
cash outlays associated with the purchase price, non scheduled for 36 months following the closing
date.

●

Aggregate Net Operational Short-term Obligations (comprised of travel accounts payable plus related
party payables and accounts payable and accrued expenses, minus trade accounts receivable net of
credit expected loss and related party receivables) were $118.4 million as of June 30, 2020, compared
to Aggregate Net Operational Short-Term Obligations of $52.9 million as of March 31, 2020.

●

Subsequent to quarter end, Despegar obtained a total of $200 million through two financing
transactions, i) the private placement of preferred stock plus warrants, and ii) the private placement of
series B preferred shares convertible into ordinary shares.

Non-cash Impact of Chapter 11 Proceedings of Avianca Holdings, Aeromexico and LATAM Airlines
and Update on Judicial Recovery Proceedings of Avianca Brasi l
In line with the prudence principle of accounting, during 2Q20, Despegar made provisions for bad debt
charges in the amount of $7.3 million in connection with the Chapter 11 proceedings entered into by
Avianca Holdings, Aeromexico and LATAM Airlines during the quarter. These amounts include both
receivables of uncollected incentives and refunds arising from flight cancelations in connection with
COVID-19. While Despegar is provisioning these amounts as bad debt charges, it remains in proactive
conversations with these airlines to collect funds owed.
In connection with the Judicial Recovery Proceeding (Recuperacao Judicial) for amounts owed by Avianca
Brasil initiated in December 2018, the Company has taken a charge of $4.4 million in 2Q20, which
represents the total amount owed as it has been unable to enforce collection of the guaranteed amounts
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over the past year. However, the Company continues to pursue legal actions to recover the disputed
amounts from the guarantor. As of June 30, 2020, Despegar has eliminated its exposure to Avianca Brasil.
Impairment
During 2Q20, following accounting guidance due to the extraordinary Covid-19 related circumstances,
Despegar recorded:
●
●

an impairment charge of $0.3 million due to the prolonged deterioration of the Company’s long-lived
assets, and
a $1.1 million adjustment to the retail client portfolio from Viajes Falabella, due to the extended
closure of the offline stores.

Overview of Second Quarter 2020 Results

Second quarter 2020 results include three-months of operations from Viajes Falabella in Chile, Argentina,
Colombia and Peru. By comparison, 2Q19 results include only one month of operations of Viajes Falabella
operations in Chile, Peru and Argentina. When discussing Viajes Falabella’s contribution to this quarter’s
performance, only the net difference between 2Q20 and 2Q19 figures is considered. This consideration
applies throughout this release.
Transactions declined 92% YoY to $0.2 million in 2Q20, while FX neutral gross bookings declined 94%.
As reported gross bookings decreased 96% YoY to $48.9 million in 2Q20 reflecting travel restrictions
across the region to contain the spread of COVID-19 and its corresponding impact on demand.
The average selling price (“ASP”) in 2Q20 decreased 33% YoY on an FX neutral basis and 48% as
reported to $236 per transaction. On an as reported basis, the decrease was largely driven by: i) the effects
of the pandemic on the product mix with a significant shift towards domestic products, and ii) the
depreciation of the currencies across the region.

Geographical Breakdown
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During 2Q20, Brazil, Despegar´s largest market, accounting for 66% of total orders, reported an 86% YoY
decrease in transactions reflecting travel limitations due to the reduction in air routes along with restrictions
implemented by several Brazilian states. Gross bookings decreased 95% YoY driven by the
abovementioned industry contraction, a 37% depreciation of the Brazilian Real and an almost complete
shift to domestic travel. These factors led to YoY decreases of 62% in as reported ASPs and 48% on an
FX neutral basis. On an FX neutral basis, gross bookings decreased 93%.
In Argentina, transactions and gross bookings decreased 99% and 98%, respectively due to the COVID19 related lockdown imposed by the government, which restricts all commercial air travel until September
1, 2020. On an FX neutral basis, gross bookings declined YoY by 97% and ASPs increased 111%.
Across the Rest of Latin America, Despegar reported decreases of 94% in transactions and 96% in gross
bookings. While the Mexican government has not established travel bans to-date, other countries in the
region have imposed restrictions on domestic and/or international travel. ASPs decreased 29% year-overyear to $317. On an FX neutral basis, gross bookings decreased 95%, while ASPs decreased 18%.
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Revenue

As reported revenues, inverted to a negative $9.7 million in 2Q20, compared to $114.1 million in 2Q19,
reflecting the effect of COVID-19 on travel demand and extraordinary cancellations that resulted in: i)
customer refunds that took place throughout 2Q20, ii) provisioning of refunds in 2Q20 for the months of
July, August and September, and iii) provisioning of new refunds due to the relaxation of the Company’s
refund policy. Excluding the extraordinary cancellations and related provisions due to COVID-19, revenues
would have decreased 96% to $4.2 million, in line with the reduction in transactions and gross bookings.
These effects were partially offset by the net contribution of two months of Viajes Falabella. Revenue
margin, excluding the above-mentioned extraordinary cancellations decreased 171 basis points YoY, to
8.5% in the quarter.
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Cost of Revenue and Gross Profit / (Loss)

Cost of revenue, which mainly consists of credit card processing fees, bank fees related to customer
financing installment plans offered and fulfillment center expenses, decreased 66% YoY to $13.8 million
in 2Q20 from $40.3 million in 2Q19.
The absolute year-on-year decrease in cost of revenue was primarily driven by a reduction in variable
costs, including cost of installments and credit card processing fees in line with the 92% YoY decline in
transactions. Lower fulfillment center expenses, following the outsourcing of the call center operations as
of 1Q20 and reduced fraud and errors also contributed to this decline.
In 2Q20, Despegar reported a gross loss of $23.5 million compared with gross profit of $73.7 million in
2Q19. Excluding the impact from customers’ extraordinary cancellations due to COVID-19 and severance
in connection with the outsourcing of the call center operations, the Company would have reported a
comparable gross loss of $7.9 million in 2Q20.
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Operating Expenses

Operating Expenses declined 43% YoY to $51.0 million in 2Q20, reflecting the effort to reduce Structural
Costs together with Despegar´s overall leaner cost structure.
Excluding the Extraordinary Charges described below in both 2Q20 and 2Q19 and the net increase in
Viajes Falabella’s expenses due to the inclusion of three months of the four subsidiaries in 2Q20, total
operating expenses decreased 69% YoY to $24.2 million in 2Q20. This reflects a combination of cost
savings implemented last year and in early 2020, as well as mitigation measures introduced in 1Q20 in
connection with Covid-19 which continued during 2Q20.
Despegar achieved a 32% YoY reduction in Structural Costs reaching a $33.1 million run-rate in 2Q20,
3% better than its previously announced goal of $34 million run-rate for the quarter. This included
sequential reductions of 25% in total payroll and 19% in non-payroll expenses.
The Company is committed to significantly streamlining operations and remains on track to meet its target
$28 million run-rate for Structural Costs for 3Q20.
Selling and marketing (S&M) expenses declined 86% YoY and would have decreased 97% YoY to $1.2
million, when excluding Viajes Falabella and severance in connection with the cost savings program
implemented in response to COVID-19. Note that the latter comparison also excludes extraordinary costs
in 2Q19 associated with the Company’s rebranding campaign. This decrease is mostly due to the
elimination of direct marketing spend since the COVID-19 outbreak in LatAm, with only a small portion of
the structural marketing costs remaining. Net operational costs from Viajes Falabella stores and telesales
operations added $1.6 million to S&M expenses in 2Q20.
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General and administrative (G&A) expense increased 15% YoY as reported and would have declined 59%
YoY to $8.2 million, excluding the following non-comparable items in both quarters:
●

$13.5 million in extraordinary charges in 2Q20 as follows:
● $11.7 million in non-cash provisions for bad debt in connection with the bankruptcies of four
airlines,
● $1.1 million in connection with M&A expenses and professional charges;
● $0.5 million in accelerated amortization of Viajes Falabella’s entire non-core client portfolio, and
● $0.4 million in severance charges in connection with the cost savings program implemented
following the COVID-19 outbreak.

●

Net

●

$0.4 million in charges during 2Q19 associated with the provisions for bad debt resulting from Avianca
Brasil’s cessation of operations.

$1.7

million

in

G&A

expenses

at

Viajes

Falabella

in

2Q20.

Technology and product development expenses increased 2% YoY as reported and would have
decreased 16% when excluding $1.0 million in connection with Viajes Falabella’s operations and $2.2
million associated with extraordinary severance charges.

Financial Income/Expenses
In the second quarter of 2020, the Company reported a net financial gain of $9.4 million compared to a
net financial expense of $1.7 million in 2Q19. In 2Q20, Despegar reported foreign exchange gains and
lower credit card factoring expenses. These were partially offset by a decrease in interest income as a
result of lower amounts invested.

Income Taxes
The Company reported an income tax gain of $8.0 million in 2Q20, compared to $1.5 million in
2Q19. The effective tax rate in 2Q20 was 12.32%, compared to 8.26% in 2Q19.
The variation in the effective rate is driven by the combination of geographical mix of profits and losses
due to COVID-19 and deferred tax assets valuation gains in 2Q19.
Despegar’s effective tax rate is based on forecasted annual results which may fluctuate throughout the
rest of the year, particularly due to the uncertainty in the Company’s annual forecasts resulting from the
impact of COVID-19 on the Company’s operating results.
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Adjusted EBITDA & Margin

The Adjusted EBITDA loss was $65.8 million and $7.3 million in 2Q20 and 2Q19, respectively. The above
mentioned figures correspond to the Company’s definition of Adjusted EBITDA.
Excluding the Extraordinary Charges listed below resulting from the impact of COVID-19, Adjusted
EBITDA loss was $32.0 million, compared to Adjusted EBITDA of $2.9 million in 2Q19:
●
●
●
●

$13.9 million charge resulting from an atypical spike in customer travel cancellations;
$7.2 million restructuring charges resulting from the implementation of cost saving measures;
$11.7 million in non-cash provisions for bad debt in connection with the bankruptcies of four airlines ;
and
$1.1 million in connection with M&A expenses and professional charges.

In 2Q19 results were impacted by the following extraordinary charges:
●
●

$8.6 million in rebranding costs; and
$1.6 million from the cessation of operations of Avianca Brasil.

Balance Sheet and Cash Flow
The Company’s cash and treasury operations are managed locally while subsidiaries’ dividends are paid
directly to Despegar in Delaware, U.S. Additionally, the majority of Despegar’s cash balance is held in US
dollars in the US and the UK. Despegar minimizes its foreign currency exposures by managing natural
hedges, netting its current assets and current liabilities in similarly denominated foreign currencies, and
managing short term loans and investments for hedging purposes.
Cash and cash equivalents, including restricted cash, at June 30, 2020 was $228.1 million. During the
quarter, cash and cash equivalents increased by $2.2 million sequentially, while the total debt balance
decreased QoQ by $7.6 million to $10.0 million. On June 23, 2020, Despegar secured a $40 million
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committed revolving credit facility with a 1-year term. To-date the Company has not drawn down on this
revolving credit facility.
Subsequent to quarter-end, on August 20, 2020 Despegar obtained a total of $200 million through two
financing transactions, i) the private placement of preferred stock plus warrants, and ii) the private
placement of series B preferred shares convertible into ordinary shares.
Despegar generated cash flow from operating activities of $20.0 million in 2Q20, up from $9.5 million in
2Q19. With respect to working capital impacts to cash flow, receivables decreased while tourist payables
increased resulting in the above mentioned $20.0 million cash flow generation.
On Funds from Operations, in 2Q20 the Company reported a Net Loss of $57.1 million partially offset by
Non-Cash adjustments of $9.5 million which mostly reflects allowances for doubtful accounts.
During 2Q20, the Company’s capital expenditures were $9.8 million compared to $10.9 million during the
same quarter in the prior year, primarily due to a $5.8 million payment related to the acquisition of Viajes
Falabella.

Significant 2Q20 Events
Despegar Obtains $40 Million Committed Credit Facility
On June 23, 2020 Despegar announced that it had signed a $40 million committed revolving credit facility
(the “Facility”) with Citibank. The Facility has a 1-year term, renewable for an additional six-months if
certain financial covenants are met. This financing provides Despegar with additional financial flexibility
with funds expected to be used for general corporate purposes.

Despegar Agrees to Revised Terms in Acquisition of Best Day Travel Group
On June 11, 2020 Despegar announced that it had amended its previously announced agreement to
acquire Best Day Travel Group (“Best Day”). Best Day is expected to represent a key asset for Despegar,
given its strong presence and brand awareness in Mexico.
As a result of negotiations undertaken in response to the substantial effects of the COVID-19 crisis on the
global travel and OTA industries, Despegar and Best Day have agreed to the following terms:
●

Base consideration of approximately US$56.5 million. The purchase price is subject to adjustments
based on net indebtedness and working capital, and is payable 36 months following the closing date.
The revised terms require no cash outlays in respect of the purchase price at transaction closing.

●

An additional variable purchase price component, ranging from zero to US$20 million, payable 48
months following the closing date. The variable component will be based on the performance of
Despegar’s share price during a six-month period prior to the fourth anniversary of the closing date.

These revised terms reflect a reduction from the consideration of US$136 million announced on January
27, 2020, a portion of which was payable on a deferred basis and subject to adjustment based on
performance. The transaction is expected to close in 2H20.

Update on Long-Term Incentive Program
Responding to the impact of COVID-19 on the Company’s business and subsequent stock price, on May
19, 2020 Despegar’s Board of Directors approved amendments to the Company’s Long-Term
Compensation Program. The amendments did not result in further share dilution.
The aim of this Plan is:
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●
●

To retain the most talented executives/officers, managers and other key personnel; and
To promote the growth and success of the Company’s business, (i) by aligning the long-term financial
interests of Officers and Managers with those of the shareholders and (ii) by rewarding exceptional
performance and providing long-term incentives for future contributions to the success of the
Company.

The amendment did not result in any further dilution as there was a recovery of 1,652,688 Stock Options
and Restricted Stock Units due to the following:
●
●

Forfeiting of 1,146,316 stock options that were underwater and repricing of the remaining 981,457;
and
Recovery of long-term incentives in connection with former employees as part of Despegar’s reduction
in staff associated with the Company’s Cost Savings Program which represents 506,372 options and
restricted share units.

As of June 30, 2020; of the 1,652,688 recovered Stock options and Restricted Share Units, 1,144,773
were subsequently granted to the middle management and above leadership teams.

Subsequent Events
Despegar
Announces
$200
Million
Capital
Raise
On August 20, 2020, the Company entered into two financing transactions, for a total of $200 (the
“Transaction”) with the following key terms: i) to L Catterton, issuance and sale of preferred stock plus
warrants for an aggregate purchase price of $150 million, and ii) to Waha Capital, issuance and sale of
series B preferred shares convertible into ordinary shares for an aggregate purchase price of $50 million.
Despegar intends to use the proceeds from this Transaction for general corporate purposes, including
potential acquisitions.
Despegar Acquires 84% Equity Stake in Koin, a Proven Brazilian Online Payment Platform
In line with the Company’s focus on means of payments, on August 20, 2020, Despegar acquired an 84%
equity stake in Koin Administradora de Cartoes e Meios de Pagamentos S.A (“Koin”), a proven and leading
Brazilian online payment platform, to enhance customer financing options. The acquisition was settled
through the capitalization of Despegar's receivables for a total of R$ 20 million (approximately $4 million).
Koin is a Brazilian fintech company that operates as a point of sale (“PoS”) consumer lender. It offers a
buy now, pay later in installments solution (“Boleto Parcelado”) through Boleto Bancario (“Boleto”). Boleto
is an official Brazilian push payment method regulated by the Central Bank of Brazil that generates 3.7
billion transactions per year, accounting for approximately 19% of all online payment transactions as of
2019 (1).
For the past year, Despegar has been offering Koin’s financing solution which has resulted in higher
customer transaction conversion rates in Brazil. The Company expects to continue enhancing the Koin
platform leveraging Despegar’s customer base and capabilities.
In addition to this immediate investment, following the close of this transaction Despegar will have an
option to purchase (“Call Option”) from Koin’s minority shareholders the remaining stake in Koin. This Call
Option can be exercised within the 36 months following the closing date. The minority shareholders will
have an option to sell their stake in Koin (“Put Option”), any time during a period commencing 18 months
after the closing and ending 36 months and one business day thereafter.
(1) Based on Webshoppers 40 Edition data
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Argentina Considered Hyperinflationary Economy
As of July 1, 2018, as a result of a three-year cumulative inflation rate greater than 100% and following the
guidance of ASC 830 the U.S. dollar became the functional currency of the Company’s Argentine
subsidiary. This change in functional currency is being recognized prospectively in the financial
statements. As a result, starting 3Q18 the impact of any change in currency exchange rate on the
Company’s balance sheet accounts is reported in the Net financial income/(expense) line of the income
statement instead of Other comprehensive income.

2Q20 Earnings Conference Call
When:

8:00 a.m. Eastern time, August 21, 2020

Who:

Mr. Damián Scokin, Chief Executive Officer
Mr. Alberto López-Gaffney, Chief Financial Officer
Ms. Natalia Nirenberg, Investor Relations

Dial-in:

1-844-750-4865 (U.S. domestic); 1-412-317-5275 (International)

Pre-Register: Please use this link to pre-register for this conference call. Callers who pre-register will
be given a unique PIN to gain immediate access to the call and bypass the live operator.
Webcast: CLICK HERE
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Definitions and concepts
Adjusted EBITDA: is calculated as our net income/(loss) exclusive of financial income/(expense), income
tax, depreciation, amortization, impairment of long-lived assets and stock-based compensation expense.
Aggregate Net Operational Short-term Obligations comprised of travel accounts payable plus related
party payables and accounts payable and accrued expenses, minus trade accounts receivable net of
credit expected loss and related party receivables.
Average Selling Price (ASP): reflects gross bookings divided by the total number of transactions.
Gross Bookings: Gross bookings is an operating measure that represents the aggregate purchase price
of all travel products booked by the Company’s customers through its platform during a given period. The
Company generates substantially all of its revenue from commissions and other incentive payments paid
by its suppliers and service fees paid by its customers for transactions through its platform, and, as a result,
it monitors gross bookings as an important indicator of its ability to generate revenue.
Extraordinary Charges: extraordinary events that lead to further non regular expenses, such as: i)
extraordinary cancellations; ii) extraordinary restructuring charges and bad debt provisions for airlines that
have entered into Chapter 11, among others.
Foreign Exchange (“FX”) Neutral calculated by using the average monthly exchange rate of the second
quarter of each month of 2019 and applying it to the corresponding months in the current year, so as to
calculate what the results would have been had exchange rates remained constant. These calculations do
not include any other macroeconomic effect such as local currency inflation effects.
Number of Transactions: The number of transactions for a period is an operating measure that represents
the total number of customer orders completed on our platform in such period. The number of transactions
is an important metric because it is an indicator of the level of engagement with the Company’s customers
and the scale of its business from period to period but, unlike gross bookings, the number of transactions
is independent of the average selling price of each transaction, which can be influenced by fluctuations in
currency exchange rates among other factors.
Reporting Business Segments: The Company’s business is organized into two segments: (1) Air, which
consists of the sale of airline tickets, and (2) Packages, Hotels and Other Travel Products, which consists
of travel packages (the bundling of two or more products together which can include airline tickets and
hotel rooms), as well as stand-alone sales of accommodations (including hotels and vacation rentals), car
rentals, bus tickets, cruise tickets, travel insurance and destination services.
Revenue: The Company reports its revenue on a net basis, and in some cases on a gross basis, deducting
cancellations and amounts that it collects as sales taxes. Despegar derives substantially all of its revenue
from commissions and other incentive payments paid by its suppliers and service fees paid by its
customers for transactions through its platform. To a lesser extent, Despegar also derives revenue from
the sale of third-party advertisements on its websites and from certain suppliers when their brands appear
in the Company advertisements in mass media.
Revenue Margin: calculated as revenue divided by gross bookings.
Seasonality: Despegar’s financial results experience fluctuations due to seasonal variations in demand for
travel services. Bookings for vacation and leisure travel are generally higher during the fourth quarter,
although to date and prior to the revenue recognition change beginning in the first quarter of 2018, the
Company has recognized more revenue associated with those bookings in the fourth quarter of each year.
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Latin American travelers, particularly leisure travelers, who are Despegar’s primary customers, tend to
travel most frequently at the end of the fourth quarter and during the first quarter of each year.
Structural Costs: Structural Costs represents management’s estimations of the fixed portion of the
Company’s cost of revenue and operating expenses, which includes: call center fees (included in cost of
revenue), plus the fixed portion of selling and marketing expenses (i.e., primarily personnel expenses),
general and administrative expenses, and technology and product development expenses. Structural
Costs does not include stock-based compensation, depreciation and amortization, capitalized IT and
impairment. The estimates above do not include any costs that the Company may incur in connection with
an acquisition of Best Day, as described below nor any extraordinary items related to the Company’s
reorganization.

About Despegar.com
Despegar is the leading online travel company in Latin America. With over two decades of business
experience and operating in 20 countries in the region, Despegar accompanies Latin American travelers
from the moment they dream of taking a trip until they share their memories of that trip. Thanks to the
strong commitment to technological development and customer service, Despegar offers a customized
experience to more than 18 million customers.
Despegar’s websites and leading mobile apps, offer products from over 270 airlines, more than 690,000
accommodation options, as well as more than 1,260 car rental agencies and approximately 200 destination
services suppliers with more than 7,500 activities throughout Latin America. The Company owns and
operates two well-recognized brands, Despegar, its global brand, and Decolar, its Brazilian brand.
Despegar is traded on the New York Stock Exchange (NYSE: DESP). For more information, please
visit www.despegar.com.

Forward-Looking Statements
This press release includes forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. We base
these forward-looking statements on our current beliefs, expectations and projections about future events
and financial trends affecting our business and our market. Many important factors could cause our actual
results to differ substantially from those anticipated in our forward-looking statements. Forward-looking
statements are not guarantees of future performance. Forward-looking statements speak only as of the
date they are made, and we undertake no obligation to update publicly or to revise any forward-looking
statements. New risks and uncertainties emerge from time to time, and it is not possible for us to predict
all risks and uncertainties that could have an impact on the forward-looking statements contained in this
press release. The words “believe,” “may,” “should,” “aim,” “estimate,” “continue,” “anticipate,” “intend,”
“will,” “expect” and similar words are intended to identify forward-looking statements. Forward-looking
statements include information concerning our possible or assumed future results of operations, business
strategies, capital expenditures, financing plans, competitive position, industry environment, potential
growth opportunities, the effects of future regulation and the effects of competition. In particular, the
COVID-19 pandemic, and governments’ extraordinary measures to limit the spread of the virus, are
disrupting the global economy and the travel industry, and consequently adversely affecting our business,
results of operation and cash flows and, as conditions are recent, uncertain and changing rapidly, it is
difficult to predict the full extent of the impact that the pandemic will have. Considering these limitations,
you should not make any investment decision in reliance on forward-looking statements contained in this
press release.

IR Contact
Natalia Nirenberg
Investor Relations
Phone: (+54911) 26684490
E-mail: natalia.nirenberg@despegar.com
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-- Financial Tables Follow --
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Unaudited Consolidated Statements of Operations for the three-month period ended June 30,
2020 (in thousands U.S. dollars, except as noted)
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Key Financial & Operating Trended Metrics (in thousands U.S. dollars, except as noted)

19

Unaudited Consolidated Balance Sheets as of June 30, 2020 (in thousands U.S. dollars, except as
noted)
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Unaudited Statements of Cash Flows for the three-month period ended June 30, 2020 and 2019
(in thousands U.S. dollars, except as noted)
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Use of Non-GAAP Financial Measures
This announcement includes certain references to Adjusted EBITDA and non-GAAP financial measures.
The Company defines:
Adjusted EBITDA is defined as net income/(loss) exclusive of financial income/(expense), income tax,
depreciation, amortization and share-based compensation expense.
Adjusted EBITDA is not a measure recognized under U.S. GAAP. Accordingly, readers are cautioned not
to place undue reliance on this information and should note that these measures as calculated by the
Company, differ materially from similarly titled measures reported by other companies, including its
competitors. Adjusted EBITDA margin refers to Adjusted EBITDA as defined above divided by revenue.
To supplement our consolidated financial statements presented in accordance with U.S. GAAP, we use
foreign exchange (“FX”) neutral measures.
This non-GAAP measure should not be considered in isolation or as a substitute for measures of
performance prepared in accordance with U.S. GAAP and may be different from non-GAAP measures
used by other companies. In addition, this non-GAAP measure is not based on any comprehensive set of
accounting rules or principles. Non-GAAP measures have limitations in that they do not reflect all of the
amounts associated with our results of operations as determined in accordance with U.S. GAAP. This nonGAAP financial measure should only be used to evaluate our results of operations in conjunction with the
most comparable U.S. GAAP financial measures.
Reconciliation of this non-GAAP financial measure to the most comparable U.S. GAAP financial measures
can be found in the tables included in this quarterly earnings release.
The Company believes that reconciliation of FX neutral measures to the most directly comparable GAAP
measure provides investors an overall understanding of our current financial performance and its
prospects for the future. Specifically, we believe this non-GAAP measure provide useful information to
both management and investors by excluding the foreign currency exchange rate impact that may not be
indicative of our core operating results and business outlook.
The FX neutral measures were calculated by using the average monthly exchange rates for each month
during 2019 and applying them to the corresponding months in 2020, so as to calculate what our results
would have been had exchange rates remained stable from one year to the next. The table below excludes
intercompany allocation FX effects. Finally, this measure does not include any other macroeconomic effect
such as local currency inflation effects, the impact on impairment calculations or any price adjustment to
compensate local currency inflation or devaluations.
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The following table sets forth the FX neutral measures related to our reported results of the operations for
the three-month period ended June 30, 2020:
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