
PROCACCIANTI HOTEL REIT, INC.
SUPPLEMENT NO. 5 DATED NOVEMBER 14, 2019

TO THE PROSPECTUS DATED APRIL 30, 2019

This Supplement No. 5 supplements, and should be read in conjunction with, our prospectus dated April 30, 2019, Supplement No. 4 to our 
prospectus dated August 15, 2019, Supplement No. 3 to our prospectus dated May 28, 2019, and Supplement No. 2 to our prospectus dated May 15, 2019. 
Terms used and not otherwise defined in this Supplement No. 5 shall have the same meanings as set forth in our prospectus.

The purpose of this Supplement No. 5 is to describe the following:

the status of our initial public offering (the “Offering”); 

updated information regarding distributions;

updated information regarding share repurchases;

an update to the section of our prospectus captioned “Risk Factors”; and

our Quarterly Report on Form 10-Q for the period ended September 30, 2019, as filed with the Securities and Exchange Commission (the 
“SEC”) on November 13, 2019.

Status of this Offering

Our registration statement on Form S-11 for the Offering of $550,000,000 of shares of Class K common stock, or K Shares, Class K-I common stock, 
or K-I Shares, and Class K-T common stock, or K-T Shares, consisting of up to $500,000,000 of K Shares, K-I Shares and K-T Shares in our primary offering 
and up to $50,000,000 of K Shares, K-I Shares and K-T Shares pursuant to our distribution reinvestment plan, or DRIP, was declared effective by the SEC, on 
August 14, 2018. As of November 12, 2019, we had accepted investors’ subscriptions for and issued approximately 1,256,782 K Shares, 430,958 K-I Shares, 
and 36,550 K-T Shares in the primary portion of this Offering, resulting in receipt of gross proceeds of approximately $12,527,943, $4,010,146, and 
$365,500, respectively, for total gross proceeds in the primary portion of this Offering of approximately $16,903,589. As of November 12, 2019, we had 
issued approximatel 2,958 K Shares, 3,431 K-1 Shares and 66 K-T Shares pursuant to our DRIP, resulting in gross proceeds pursuant to our DRIP of 
approximately $28,102, $32,596 and $630, respectively.

As previously disclosed, we terminated our private offering of up to $150,000,000 in K Shares and Units (a “Unit” consists of four K Shares and one 
A Share) prior to the SEC effective date of our Registration Statement on August 14, 2018. At the termination of our private offering, we had received 
aggregate gross offering proceeds of approximately $15,582,755 from the sale of approximately 1,253,617 K Shares and 318,409 shares of Class A common 
stock, or A Shares, which includes 295,409 A Shares purchased by TPG Hotel REIT Investor, LLC, an affiliate of our advisor, to fund organizational and 
offering expenses associated with the K Shares and Units sold in our private offering. Further, TPG Hotel REIT Investor, LLC purchased an additional 
$2,190,000 in A Shares pursuant to a private placement pursuant to Section 4(a)(2) of the Securities Act.

Therefore, as of November 12, 2019, we had received total gross proceeds of approximately $34,737,672 from the sale of K Shares, K-I Shares, K-T 
Shares and A Shares in all offerings.

Payment of Distributions

The following information supplements, and should be read in conjunction with, information in the prospectus regarding distributions paid to 
stockholders:

On October 29, 2019, our board of directors authorized the payment of distributions with respect to each K Share, K-I Share and K-T Share 
outstanding as of September 30, 2019, to the holders of record of K Shares, K-I Shares and K-T Shares as of the close of business on October 31, 2019. With 
respect to the K Shares, K-I Shares and K-T Shares outstanding as of September 30, 2019, the cumulative amount of distributions that had accrued on a daily 
basis with respect to each K Share, K-I Share and K-T Share outstanding since June 30, 2019, was $331,011, $50,842, and $1,857, respectively, or 
$0.0016438356 per K Share per day, $0.0016438356 per K-I Share per day, and $0.0016438356 per K-T Share per day. Such distributions were paid to 
stockholders in cash or in additional shares pursuant to the DRIP on November 1, 2019.



Share Repurchases

The following information supplements and should be read in conjunction with the “Description of Capital Stock – Amended and Restated Share 
Repurchase Plan” section beginning on page 185 of the prospectus:

From December 31, 2018 through October 31, 2019, we fulfilled repurchase requests and repurchased K Shares pursuant to our share repurchase 
program as follows:

Period

Total Number
of Shares

Requested to be
Repurchased(1)

Average Price
Paid per Share

Total Numbers
of Shares

Purchased as
Part of

Publicly
Announced
Plans and
Programs

Approximate
Dollar Value

of Shares
Available
that may

yet be
Repurchased

under the
Program

January 1, 2019– January 31, 2019 — $ — —   (2)
February 1, 2019 – February 28, 2019 — $ — —   (2)
March 1, 2019 – March 31, 2019 — $ — —   (2)
April 1, 2019 – April 30, 2019 — $ — —   (2)
May 1, 2019– May 31, 2019 — $ — —   (2)
June 1, 2019 – June 30, 2019 2,500 $ — —   (2)
July 1, 2019 – July 31, 2019 — $ — —   (2)
August 1, 2019 – August 31, 2019 4,278 $ 9.25 2,500   (2)
September 1, 2019 – September 30, 2019 — $ — —   (2)
October 1, 2019– October 31, 2019 — $ 10.00 4,278   (2)

6,778 6,778

(1) While the table shows monthly repurchase requests, we generally repurchase shares quarterly on the last business day of the month following the end of 
each fiscal quarter in which repurchase requests are received.

(2) The number of shares that may be redeemed pursuant to the share repurchase program during any calendar year is limited to 5.0% of the weighted average 
number of K Shares, K-I Shares, and K-T Shares outstanding during the trailing 12 months prior to the end of the fiscal quarter for which repurchases are 
being paid (provided, however, that while shares subject to a repurchase requested upon the death of a stockholder will be included in calculating the 
maximum number of shares that may be repurchased, shares subject to a repurchase requested upon the death of a stockholder will not be subject to 
the percentage cap).

During the ten months ended October 31, 2019, we repurchased approximately $65,906 of K Shares, which represented all repurchase requests received 
in good order and eligible for repurchase through the repurchase date. No K-I Shares or K-T Shares were requested to be, or were, repurchased during the ten 
months ended October 31, 2019.



We generally repurchase shares approximately 30 days following the end of the applicable quarter in which requests were received.

Risk Factors

The following risk factor supersedes and replaces in its entirety the third risk factor contained in the “Risk Factors – Retirement Plan Risks” section 
beginning on page 98 of the prospectus:

The recently adopted SEC standard of conduct for investment professionals and proposed state legislation or regulations could impact our ability to raise 
capital.

On June 5, 2019, the SEC adopted “Regulation Best Interest: The Broker-Dealer Standard of Conduct,” a package of rulemakings and interpretations 
that address customers’ relationships with investment advisers and broker-dealers under the Securities Exchange Act of 1934, as amended, that includes: (i) 
the requirement, commencing on June 30, 2020, that broker-dealers refrain from putting the financial or other interests of the broker-dealer ahead of the retail 
customer, (ii) a new disclosure document, the client relationship summary, or Form CRS, which will be required commencing on June 30, 2020, and will 
require both investment advisers and broker-dealers to provide disclosure highlighting details about their services and fee structures, as well as conflicts of 
interest and disciplinary history, (iii) guidance restating and clarifying the SEC’s view on the fiduciary duty owed by investment advisors to clients under 
Section 206 of the Investment Advisers Act of 1940, as amended, and (iv) guidance clarifying the SEC’s view as to the ability of a broker-dealer to provide 
advice that is “solely incidental” to its transaction execution services without being required to register as an investment advisor.

In addition, several states, including Maryland, Nevada, New Jersey, and Massachusetts, have passed laws or proposed regulations requiring 
investment advisers, broker-dealers and/or agents to disclose conflicts of interest to clients or to meet standards that their advice be in the customer’s best 
interest. These recent developments could result in additional requirements imposed on such persons related to the marketing of our shares.

While we continue to monitor and evaluate the various proposals, we cannot predict what other proposals may be made, what legislation or 
regulation may be introduced or become law. Therefore, until such time as final rules or laws are in place, the potential impact on the marketing of our shares 
through the impacted channels is uncertain.

Plan fiduciaries and the beneficial owners of IRAs are urged to consult with their own advisors regarding the impact that Regulation Best Interest 
may have on purchasing and holding Interests. Regulation Best Interest or any other legislation or regulations that may be introduced or become law in the 
future could have negative implications on the Fund’s ability to raise capital from potential investors, including those investing through IRAs.

Quarterly Report for the Quarter Ended September 30, 2019

On November 13, 2019, we filed with the SEC our Quarterly Report on Form 10-Q for the quarter ended September 30, 2019, a copy of which is 
attached to this Supplement No. 5 as Exhibit A (without exhibits).



EXHIBIT A



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)

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

For the quarterly period ended September 30, 2019

OR

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

For the transition period from                  to                 

Commission File Number 333-217578 (1933 Act)

PROCACCIANTI HOTEL REIT, INC.
(Exact name of registrant as specified in its charter)

Maryland 81-3661609
(State or Other jurisdiction of
incorporation or organization)

(I.R.S Employer
Identification Number)

1140 Reservoir Avenue, Cranston, RI 02920-6320
(Address of Principal Executive Offices) (Zip Code)

(401) 946-4600
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: None.

Title of each class: Trading Symbol(s) Name of each exchange on which registered:
N/A N/A N/A

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

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of 
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required to submit such files). 
Yes    No 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an 
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” 
in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer
Non-accelerated filer Smaller reporting company
Emerging growth company

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

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

As of November 11, 2019, there were 2,485,580 shares of the Registrant’s Class K common stock issued and outstanding, 422,561 shares of the Registrant’s 
Class K-I common stock issued and outstanding, 36,616 shares of the Registrant’s Class K-T common stock issued and outstanding, 537,410 shares of the 
Registrant’s Class A common stock issued and outstanding and 125,000 shares of the Registrant’s Class B common stock issued and outstanding.
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PROCACCIANTI HOTEL REIT, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

September 30, 
2019

December 31, 
2018

ASSETS
Property and equipment, net $ 63,821,605 $ 64,781,045
Cash 8,423,371 1,999,092
Restricted cash 1,788,831 1,799,060
Accounts receivable, net 312,242 194,707
Due from related parties 612,728 1,499,532
Prepaid expenses and other assets, net 577,579 454,526

Total Assets $ 75,536,356 $ 70,727,962

LIABILITIES AND EQUITY
Liabilities

Mortgage notes payable, net $ 39,411,733 $ 41,078,124
Accounts payable, accrued expenses and other, net 3,283,013 2,433,769
Due to related parties 1,250,566 7,503,357

Total Liabilities 43,945,312 51,015,250

Stockholders' Equity
Class K common stock, $0.01 par value per share; 55,500,000 shares authorized, 2,372,121 and 1,364,918 shares 

issued and outstanding, respectively 23,721 13,649
Class K-I common stock, $0.01 par value per share; 55,500,000 shares authorized, 388,618 and 12,243 shares 

issued and outstanding, respectively 3,886 122
Class K-T common stock, $0.01 par value per share; 116,000,000 shares authorized, 33,562 and 510 shares issued 

and outstanding, respectively 336 5
Class A common stock, $0.01 par value per share; 21,000,000 shares authorized, 537,410 and 468,410 shares 

issued and outstanding, respectively 5,374 4,684
Class B common stock, $0.01 par value per share; 125,000 shares authorized, issued and outstanding 1,250 1,250
Additional paid-in capital 28,079,990 15,724,108
Cumulative loss (2,060,407) (2,368,768)
Cumulative distributions (1,247,863) (527,556)

Total Stockholders' Equity 24,806,287 12,847,494
Noncontrolling interest 6,784,757 6,865,218

Total Equity 31,591,044 19,712,712
Total Liabilities and Stockholders' Equity $ 75,536,356 $ 70,727,962

The accompanying notes are an integral part of these condensed consolidated financial statements
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PROCACCIANTI HOTEL REIT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)  

Three Months Ended September 30, Nine Months Ended September 30,
2019 2018 2019 2018

Revenues
Rooms $ 4,929,444 $ 3,344,628 $ 12,145,003 $ 5,872,001
Food and beverage 830,559 514,332 1,683,477 605,364
Other operating 127,224 73,517 334,971 111,145

Total revenues 5,887,227 3,932,477 14,163,451 6,588,510

Expenses
Rooms 849,288 658,670 2,309,268 1,215,989
Food and beverage 495,679 290,344 1,122,689 363,877
Other property expenses 1,722,693 1,245,403 4,415,922 2,024,317
Property management fees to affiliates 177,041 118,062 425,866 197,761
Corporate general and administrative 310,610 384,094 1,112,934 896,880
Other fees to affiliates 88,358 474,335 263,699 637,942
Acquisition costs - - - 302,380
Depreciation and amortization 566,107 430,292 1,667,979 779,656

Total expenses 4,209,776 3,601,200 11,318,357 6,418,802

Gain on acquisition - - - 42,026

Operating income 1,677,451 331,277 2,845,094 211,734

Interest expense (559,535) (475,709) (1,686,174) (770,118)
Unrealized loss on interest rate swap (18,543) - (245,891) -
Net income (loss) before income taxes 1,099,373 (144,432) 913,029 (558,384)
Income tax benefit (expense) (12,303) 10,837 13,121 (75,703)
Net income (loss) 1,087,070 (133,595) 926,150 (634,087)
Net income attributable to noncontrolling interest 116,903 166,877 617,789 382,519
Net income (loss) attributable to common stockholders $ 970,167 $ (300,472) $ 308,361 $ (1,016,606)

Net income (loss) attributable to Class K common stockholders - basic and 
diluted $ 676,592 $ (206,426) $ 254,119 $ (668,300)

Net income (loss) per Class K common share - basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of Class K common shares outstanding - basic 

and diluted 2,188,750 1,210,468 1,846,052 965,580

Net income (loss) attributable to Class K-I common stockholders - basic 
and diluted $ 103,925 $ (2) $ 23,969 $ (5)

Net income (loss) per Class K-I common share - basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of Class K-I common shares outstanding - basic 

and diluted 336,183 10 174,002 8

Net income (loss) attributable to Class K-T common stockholders - basic 
and diluted $ 3,796 $ (2) $ 767 $ (5)

Net income (loss) per Class K-T common share - basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of Class K-T common shares outstanding - basic 

and diluted 12,280 10 5,489 8

Net income (loss) attributable to Class A common stockholders - basic and 
diluted $ 166,119 $ (53,819) $ 68,398 $ (205,679)

Net income (loss) per Class A common share - basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of Class A common shares outstanding - basic 

and diluted 537,410 315,562 496,970 297,153

Net income (loss) attributable to Class B common stockholders - basic and 
diluted $ 19,735 $ (40,223) $ (38,892) $ (142,617)

Net income (loss) per Class B common share - basic and diluted $ 0.16 $ (0.32) $ (0.31) $ (1.14)
Weighted average number of Class B common shares outstanding - basic 

and diluted 125,000 125,000 125,000 125,000



The accompanying notes are an integral part of these condensed consolidated financial statements
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PROCACCIANTI HOTEL REIT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND NONCONTROLLING INTEREST

(Unaudited)

Common Stock Additional

Total 
Procaccianti
Hotel REIT, 

Inc.
Class K Class K-I Class K-T Class A Class B Paid-in Cumulative Cumulative Stockholders' Noncontrolling Total

Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Capital Loss Distributions Equity Interest Equity
BALANCE, December 31, 2018 1,364,918 $ 13,649 12,243 $ 122 510 $ 5 468,410 $ 4,684 125,000 $ 1,250 $ 15,724,108 $ (2,368,768) $ (527,556) $ 12,847,494 $ 6,865,218 $ 19,712,712
Issuance of common stock 298,646 2,987 54,156 542 - - - - - - 3,464,643 - - 3,468,172 - 3,468,172
Issuance of common stock 

pursuant to distribution 
reinvestment plan 6 - 118 1 - - - - - - 1,175 - - 1,176 - 1,176

Commissions on sales of 
common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (304,574) - - (304,574) - (304,574)

Other offering costs to affiliates - - - - - - - - - - (215,829) - - (215,829) - (215,829)
Net income (loss) - - - - - - - - - - - (749,178) - (749,178) 250,606 (498,572)
Distributions paid - - - - - - - - - - - - (194,978) (194,978) (36,750) (231,728)
BALANCE,  March 31, 2019 1,663,570 16,636 66,517 665 510 5 468,410 4,684 125,000 1,250 18,669,523 (3,117,946) (722,534) 14,852,283 7,079,074 21,931,357
Issuance of common stock 319,983 3,200 146,495 1,465 5,540 56 69,000 690 - - 5,302,214 - - 5,307,625 - 5,307,625
Issuance of common stock 

pursuant to distribution 
reinvestment plan 330 3 309 3 - - - - - - 6,068 - - 6,074 - 6,074

Commissions on sales of 
common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (364,267) - - (364,267) - (364,267)

Other offering costs to affiliates - - - - - - - - - - (432,787) - - (432,787) - (432,787)
Net income (loss) - - - - - - - - - - - 87,372 - 87,372 250,280 337,652
Distributions paid - - - - - - - - - - - - (230,086) (230,086) (294,000) (524,086)
BALANCE,  June 30, 2019 1,983,883 19,839 213,321 2,133 6,050 61 537,410 5,374 125,000 1,250 23,180,751 (3,030,574) (952,620) 19,226,214 7,035,354 26,261,568
Issuance of common stock 389,755 3,897 174,463 1,745 27,500 275 - - - - 5,774,679 - - 5,780,596 - 5,780,596
Issuance of common stock 

pursuant to distribution 
reinvestment plan 983 10 834 8 12 - - - - - 17,356 - - 17,374 - 17,374

Commissions on sales of 
common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (446,801) - - (446,801) - (446,801)

Repurchase of common stock (2,500) (25) - - - - - - - - (23,100) (23,125) (23,125)
Other offering costs to affiliates - - - - - - - - - - (422,895) - - (422,895) - (422,895)
Net income (loss) - - - - - - - - - - - 970,167 - 970,167 116,903 1,087,070
Distributions paid - - - - - - - - - - - - (295,243) (295,243) (367,500) (662,743)
BALANCE, September 30, 

2019 2,372,121 $ 23,721 388,618 $ 3,886 33,562 $ 336 537,410 $ 5,374 125,000 $ 1,250 $ 28,079,990 $ (2,060,407) $ (1,247,863) $ 24,806,287 $ 6,784,757 $ 31,591,044

Common Stock Additional

Total 
Procaccianti
Hotel REIT, 

Inc.
Class K Class K-I Class K-T Class A Class B Paid-in Cumulative Cumulative Stockholders' Noncontrolling Total

Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Capital Loss Distributions Equity Interest Equity
BALANCE, December 31, 2017 549,091 $ 5,491 - $ - - $ - 222,410 $ 2,224 125,000 $ 1,250 $ 6,147,007 $ (691,587) $ (33,123) $ 5,431,262 $ - $ 5,431,262
Issuance of common stock 293,196 2,932 10 - 10 - 84,000 840 - - 3,749,267 - - 3,753,039 - 3,753,039
Commissions on sales of 

common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (259,734) - - (259,734) - (259,734)

Other offering costs to affiliates - - - - - - - - - - (303,192) - - (303,192) - (303,192)
Due from TPG Hotel REIT 

Investor, LLC - - - - - - - - - - 303,192 - - 303,192 - 303,192
Purchase of PCF - - - - - - - - - - - - - - 7,755,013 7,755,013
Net income (loss) - - - - - - - - - - - (550,085) - (550,085) 22,244 (527,841)
Distributions paid - - - - - - - - - - - - (61,071) (61,071) - (61,071)
BALANCE,  March 31 2018 842,287 8,423 10 - 10 - 306,410 3,064 125,000 1,250 9,636,540 (1,241,672) (94,194) 8,313,411 7,777,257 16,090,668
Issuance of common stock 263,932 2,639 - - - - 4,000 40 - - 2,665,042 - - 2,667,721 - 2,667,721
Commissions on sales of 

common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (229,137) - - (229,137) - (229,137)

Transfers to redeemable common 
stock - - - - - - - - - - (73,430) - - (73,430) - (73,430)

Other offering costs to affiliates - - - - - - - - - - (171,051) - - (171,051) - (171,051)
Due from TPG Hotel REIT 

Investor, LLC - - - - - - - - - - 171,051 - - 171,051 - 171,051
Net income (loss) - - - - - - - - - - - (166,049) - (166,049) 193,398 27,349
Distributions paid - - - - - - - - - - - - (102,690) (102,690) (423,075) (525,765)
BALANCE,  June 30, 2018 1,106,219 11,062 10 - 10 - 310,410 3,104 125,000 1,250 11,999,015 (1,407,721) (196,884) 10,409,826 7,547,580 17,957,406
Issuance of common stock 147,399 1,474 - - - - 8,000 80 - - 1,542,645 - - 1,544,199 - 1,544,199
Commissions on sales of 

common stock and related 
dealer manager fees and 
stockholder servicing fees - - - - - - - - - - (134,170) - - (134,170) - (134,170)

Transfers to redeemable common 
stock - - - - - - - - - - 23,125 - - 23,125 - 23,125

Repurchase of common stock (2,500) (25) (23,100) (23,125) (23,125)
Other offering costs to affiliates - - - - - - - - - - (97,430) - - (97,430) - (97,430)
Due from TPG Hotel REIT 

Investor, LLC - - - - - - - - - - 40,082 - - 40,082 - 40,082
Net income (loss) - - - - - - - - - - - (300,472) - (300,472) 166,877 (133,595)
Distributions paid (147,591) (147,591) (499,800) (647,391)
BALANCE,  September 30, 

2018 1,251,118 $ 12,511 10 $ - 10 $ - 318,410 $ 3,184 125,000 $ 1,250 $ 13,350,167 $ (1,708,193) $ (344,475) $ 11,314,444 $ 7,214,657 $ 18,529,101

The accompanying notes are an integral part of these condensed consolidated financial statements
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PROCACCIANTI HOTEL REIT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited)

Nine Months Ended September 30,
2019 2018

Cash Flows from Operating Activities:
Net income (loss) $ 926,150 $ (634,087)
Adjustments to reconcile net income (loss) to cash provided by operating activities:

Depreciation and amortization 1,667,979 779,656
Amortization of deferred financing costs and debt discount as interest 77,609 27,142
Amortization of key money loans (40,125) (14,521)
Gain on acquisition - (42,026)
Unrealized loss on interest rate swap 245,891 -

Changes in operating assets and liabilities:
Accounts receivable (117,535) (261,580)
Due from related parties (184,707) (504,978)
Prepaid expenses and other assets (130,908) (119,541)
Accounts payable, accrued expenses and other 643,478 1,051,374
Due to related parties 347,209 937,919

Net cash provided by operating activities 3,435,041 1,219,358

Cash Flows from Investing Activities:
Investment in PCF, net of cash acquired - (6,739,673)
Acqusition of hotel property, net - (26,061,459)
Capital improvements (700,684) (234,456)

Net cash used in investing activities (700,684) (33,035,588)

Cash Flows from Financing Activities:
Proceeds from issuance of common stock 14,556,393 7,964,959
Payment of commissions and dealer manager fees and stockholder servicing fees (1,115,642) (623,041)
Proceeds from mortgage note - 17,836,000
Payments of mortgage notes principal (1,744,000) -
Payment of deferred financing costs - (223,510)
Proceeds from loans from affiliates - 6,661,071
Payments of loans from affiliates (6,600,000) -
Proceeds from loans from franchisors - 750,000
Distributions to stockholders (695,683) (311,352)
Distributions to noncontrolling interest (698,250) (922,875)
Repurchase of common stock (23,125) (23,125)

Net cash provided by financing activities 3,679,693 31,108,127

Increase (decrease) in cash and cash equivalents and restricted cash 6,414,050 (708,103)

Cash and cash equivalents and restricted cash, beginning of period 3,798,152 5,657,515

Cash and cash equivalents and restricted cash, end of period $ 10,212,202 $ 4,949,412

Supplemental Disclosure of Cash Flow Information

The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the consolidated balance sheet to the 
amount shown in the consolidated statement of cash flows:

Nine Months Ended September 30,
2019 2018

Cash and cash equivalents $ 8,423,371 $ 2,990,968
Restricted cash 1,788,831 1,958,444
Total cash and cash equivalents and restricted cash shown on the consolidated statements of cash flows $ 10,212,202 $ 4,949,412

The Company paid the following amounts for interest and income taxes:

Nine Months Ended September 30,
2019 2018

Cash paid for interest $ 1,498,188 $ 686,235
Cash paid for income taxes $ 23,700 $ 400

Supplemental Disclosure of Noncash Transactions

Nine Months Ended September 30,



2019 2018
Common stock issued pursuant to distribution reinvestment plan $ 24,624 $ -
Other offering costs paid to affiliates $ (1,071,511) $ (514,325)
Decrease in due from related parties $ 1,071,511 $ 514,325

The accompanying notes are an integral part of these condensed consolidated financial statements
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(Unaudited)

Note 1 - Organization and Description of Business 

Procaccianti Hotel REIT, Inc. (the “Company”) was incorporated under the general corporation laws of the State of Maryland on August 24, 2016. 
The Company expects to use the proceeds from its Private Offering (defined below) and Public Offering (defined below) to acquire and own a diverse 
portfolio of hospitality properties consisting primarily of select-service, extended-stay, and compact full-service hotel properties throughout the United States 
(“U.S.”). The Company elected to be taxed as a real estate investment trust (“REIT”) for U.S. federal income tax purposes commencing with its taxable year 
ended December 31, 2018. Substantially all of the Company’s business is conducted through Procaccianti Hotel REIT, L.P., a Delaware limited partnership 
that is wholly-owned by the Company (the “Operating Partnership”). The Company is the sole general partner of the Operating Partnership.

As of September 30, 2019, the Company owned interests in three select-service hotels located in three states with a total of 346 rooms. For more 
information on the Company’s real estate portfolio, see Note 3 – “Investments in Hotels.”

On September 30, 2016, the Company commenced a private offering (“Private Offering”) of shares of Class K common stock, $0.01 par value per 
share (“K Shares”), and units, which are comprised of four K Shares and one share of Class A common stock, each with a $0.01 par value per share (“Units”), 
for $10.00 per K Share and $50.00 per Unit, with a targeted maximum offering of  $150,000,000 in K Shares (including K Shares sold as part of a Unit) to 
accredited investors only pursuant to a confidential private placement memorandum exempt from registration under the Securities Act of 1933, as amended 
(the “Securities Act”). The Company terminated its Private Offering prior to the commencement of the Public Offering, and, as of such termination, received 
approximately $15,582,755 in gross proceeds from the sale of K Shares and A Shares, including Units, in the Private Offering. Of the $15,582,755 in gross 
proceeds raised, $2,954,095 was from the sale of shares of Class A common stock (“A Shares”) to TPG Hotel REIT Investor, LLC (“THR”) to fund 
organization and offering expenses associated with the K Shares and Units. With the A Share proceeds from the Private Offering, the Company paid $782,705 
in selling commissions, $275,794 in dealer manager fees and recognized $1,083,912 in other offering costs with respect to the Private Offering.

On August 14, 2018, the Company commenced its initial public offering (“Public Offering”) pursuant to a registration statement on Form S-11 
(Registration No. 333-217578) (“Registration Statement”), filed under the Securities Act with the U.S. Securities and Exchange Commission (“SEC”), to offer 
up to $550,000,000 in shares of common stock, including $500,000,000 in shares of common stock pursuant to the primary offering, consisting of the 
following three share classes: K Shares at an initial offering price of $10.00 per K Share, Class K-I common stock, (“K-I Shares”), at an initial offering price 
of $9.50 per K-I Share and Class K-T common stock (“K-T Shares”), at an initial offering price of $10.00 per K-T Share and $50,000,000 in shares of 
common stock pursuant to the Company’s distribution reinvestment plan (the “DRIP”) at $9.50 per K Share, $9.50 per K-I Share and $9.50 per K-T Share. On 
November 16, 2018, the Company revised the offering price per K-I Share in the primary offering from $9.50 to $9.30 per K-I Share, exclusive of the DRIP, 
which remained at $9.50 per K-I Share.

On May 23, 2019, the Company’s board of directors determined an estimated NAV per share of all classes of the Company’s capital stock, each 
calculated as of March 31, 2019, as follows: (i) $10.00 per K Share; (ii) $10.00 per K-I Share; (iii) $10.00 per K-T Share; (iv) $3.97 per A Share; and (v) 
$0.00 per share of Class B capital stock (“B Shares”). On March 22, 2018, the Company’s board of directors determined an estimated NAV per share of all 
classes of the Company’s capital stock, each calculated as of February 28, 2018, as follows: (i) $10.00 per K Share; (ii) $10.00 per K-I Share; (iii) $10.00 per 
K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share.

Since the commencement of the Public Offering and through September 30, 2019, the Company received approximately $15,325,017 in gross 
proceeds from the sale of K Shares, K-I Shares and K-T Shares in the Public Offering, including $12,527, $11,986 and $112 of gross proceeds from K Shares, 
K-I Shares and K-T Shares issued pursuant to the DRIP, respectively. Additionally, the Company received $2,190,000 from the sale of A Shares to THR from 
a private placement, proceeds of which were used to fund the payment of organization and offering expenses related to the Public Offering and also to account 
for the differences between the applicable NAV per K-I Share and the applicable offering price per K-I Share and any amount equal to any discount to the 
initial offering price of K Shares, K-I Shares and K-T Shares (excluding volume discounts).
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Notes to Condensed Consolidated Financial Statements

(Unaudited)

The Company expects to offer shares of common stock in the Public Offering over a two-year period. If the Company has not sold all of the shares to 
be offered in the Public Offering within two years from the effective date of the Registration Statement, the Company may continue the Public Offering until 
August 14, 2021. The Company may, in its discretion, terminate the Public Offering at any time. If the Company’s board of directors determines that it is in 
the Company’s best interest, the Company may conduct follow-on public offerings upon the termination of the Public Offering. The Company’s charter does 
not restrict its ability to conduct offerings in the future.

The Company is externally managed by Procaccianti Hotel Advisors, LLC (“PHA”) pursuant to an Advisory Agreement by and among the 
Company, its Operating Partnership and PHA. PHA is an affiliate of the Company’s sponsor, Procaccianti Companies, Inc. (“Sponsor”).

Note 2 - Summary of Significant Accounting Policies

Basis of Presentation 

The accompanying condensed consolidated financial statements of the Company are unaudited. Certain information and disclosures required by U.S. 
generally accepted accounting principles (“GAAP”) for complete financial statements have been condensed or omitted. The Company believes the disclosures 
made are adequate to make the information presented not misleading. However, the accompanying condensed consolidated financial statements should be 
read in conjunction with the financial statements and notes included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2018. 
In the opinion of management, all adjustments, which include only normal recurring adjustments considered necessary for a fair and consistent presentation, 
have been included in these condensed consolidated financial statements. Operating results for the three and nine months ended September 30, 2019, are not 
necessarily indicative of the results that may be expected for the year ending December 31, 2019.

The condensed consolidated financial statements include the accounts of the Company and its subsidiaries. All significant intercompany balances and 
transactions are eliminated in consolidation.

Certain reclassifications have been made to the prior year’s financial statements to conform to the current year’s presentation.

The Company acquired a 51% interest in, and became a co-manager of, Procaccianti Convertible Fund, LLC (“PCF”) on March 29, 2018. The 
Company determined that PCF is a variable interest entity (“VIE”) as defined under the Consolidation Topic (“Topic 810”) of the Financial Accounting 
Standards Board (“FASB”) Accounting Standards Codification (“ASC”). The Company has the power to direct the activities that most significantly impact 
PCF’s performance and the obligation to absorb losses or the right to receive benefits from PCF that could be significant to PCF and is, therefore, the primary 
beneficiary of PCF and consolidates the accounts of PCF. The assets of PCF were $38,952,599 at September 30, 2019, and consist primarily of land, building, 
furniture, fixtures, and equipment. The liabilities of PCF were $26,059,071 at September 30, 2019, and consist primarily of long-term debt. The assets of PCF 
are available to satisfy PCF’s obligations.

The Company has no foreign operations or assets and its operating structure includes only one segment.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assumptions and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates.  
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Fair Value of Financial Instruments

Under GAAP, the Company is required to disclose certain financial instruments at fair value on a recurring basis. The accompanying condensed 
consolidated balance sheets include the following financial instruments: cash, restricted cash, accounts receivable, accounts payable and mortgage notes 
payable.

The Company considers the carrying value of cash, restricted cash, accounts receivable and accounts payable to approximate the fair value of these 
financial instruments based on the short duration between origination of the instruments and their expected realization.

A fair value measurement is based on the assumptions that market participants would use in pricing an asset or liability in an orderly transaction. The 
hierarchy for inputs used in measuring fair value is as follows:

Level 1: unadjusted quoted prices in active markets that are accessible at the measurement date for identical assets or liabilities;

Level 2: quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active; and 
model-derived valuations in which significant inputs and significant value drivers are observable in active markets; and

Level 3: prices or valuation techniques where little or no market data is available that requires inputs that are both significant to the fair value 
measurement and unobservable.

As of September 30, 2019, the estimated fair value of the mortgage notes payable was $40,723,058, compared to the carrying value of $39,548,322. 
These financial instruments are valued using Level 2 inputs. The Company also has an interest rate swap that is valued using Level 2 inputs. For more 
information, see Note 5 – “Interest Rate Swap.”

Revenue Recognition

Revenue is generally recognized as services are performed. Revenue represents primarily rooms, food and beverage, and other fees. The Company 
collects sales tax from all nonexempt customers and remits the entire amount to the appropriate states upon collection from the customer. The Company’s 
accounting policy is to exclude the tax collected and remitted to the state from revenue and expense.

Restricted Cash

The Company maintains reserves for property taxes and capital improvements as required by the debt agreements. At September 30, 2019, reserves 
for property taxes were $542,864 and reserves for capital improvements were $1,226,962. The Company also included $19,005 of guest advance deposits as 
restricted cash at September 30, 2019.

Organization and Offering Costs

Organization and offering costs include selling commissions, dealer manager fees, stockholder servicing fees and any other elements of underwriting 
compensation, legal, accounting, printing, mailing and filing fees and expenses, due diligence expenses of participating broker-dealers supported by detailed 
and itemized invoices, costs in connection with preparing sales materials, design and website expenses, fees and expenses of the Company’s transfer agent, 
fees to attend retail seminars sponsored by participating broker-dealers and reimbursements for customary travel, lodging, and meals. The Company charges 
organization and offering costs against additional paid in capital on the condensed consolidated balance sheet as it raises proceeds in its continuous Public 
Offering.

Income Taxes

The Company elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended (the “Code”), and has operated as a REIT, 
commencing with the taxable year ended December 31, 2018. To qualify as a REIT, the Company must meet certain organizational and operational 
requirements, including a requirement to distribute at least 90% of its annual REIT taxable income to its stockholders (which is computed without regard to 
the dividends-paid deduction or net capital gain and which does not necessarily equal net income as calculated in accordance with GAAP). As a REIT, the 
Company generally will not be subject to U.S. federal income tax to the extent it distributes qualifying dividends to its stockholders. If the Company fails to 
qualify as a REIT in any taxable year following the year it initially elects to be taxed as a REIT, it will be subject to U.S. federal income tax on its taxable 
income at regular corporate income tax rates and generally will not be permitted to qualify for treatment as a REIT for U.S. federal income tax purposes for 
the four taxable years following the year during which qualification is lost unless the Internal Revenue Service grants the Company relief under certain 
statutory provisions. Such an event could materially adversely affect the Company’s net income and net cash available for distribution to its stockholders.
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Because the Company is prohibited from operating hotel properties pursuant to certain tax laws relating to its qualification as a REIT, the entities 
through which the Company owns hotel properties will lease the hotel properties to one or more taxable REIT subsidiaries (“TRSs”). A TRS is a corporate 
subsidiary of a REIT that jointly elects, with the REIT, to be treated as a TRS of the REIT, and that pays U.S. federal income tax at regular corporate rates on 
its taxable income.

The Company accounts for income taxes of its TRSs using the asset and liability method under which deferred tax assets and liabilities are 
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and 
their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in which those temporary differences 
are expected to be recovered or settled. The effect on deferred tax assets and liabilities from a change in tax rates is recognized in earnings in the period prior 
to when the new rates become effective. The Company records a valuation allowance for net deferred tax assets that are not expected to be realized.

The Company has reviewed tax positions under GAAP guidance that clarify the relevant criteria and approach for the recognition and measurement 
of uncertain tax positions. The guidance prescribes a recognition threshold and measurement attribute for the financial statement recognition of a tax position 
taken, or expected to be taken, in a tax return. A tax position may only be recognized in the financial statements if it is more likely than not that the tax 
position will be sustained upon examination. At September 30, 2019, the Company had no material uncertain tax positions.

The preparation of the Company’s various tax returns requires the use of estimates for federal and state income tax purposes. These estimates may be 
subjected to review by the respective taxing authorities. A revision to an estimate may result in an assessment of additional taxes, penalties and interest. At 
this time, a range in which the Company’s estimates may change is not expected to be material. The Company will account for interest and penalties relating 
to uncertain tax positions in the current period results of operations, if necessary. The Company has tax years 2016 through 2018 remaining subject to 
examination by federal and various state tax jurisdictions.

Noncontrolling Interest

Noncontrolling interest represents the portion of equity of PCF held by owners other than the Company. Noncontrolling interest is reported in the 
condensed consolidated balance sheets within equity, separately from stockholders’ equity. Revenue, expenses, and net income attributable to both the 
Company and the noncontrolling interest are reported in the condensed consolidated statements of operations.

Per Share Data

The Company calculates its basic and diluted earnings per common share (“EPS”) utilizing the two-class method. Under the two-class method, both 
basic and diluted EPS are calculated for each class of common stock considering distributions declared and accumulated, and the rights of common shares and 
participating securities in any undistributed earnings. Undistributed earnings are allocated to all outstanding common shares based on the relative percentage 
of each class of shares to the total number of outstanding shares. Non-vested shares of restricted Class K common stock totaling 2,250 K Shares as of 
September 30, 2019 held by the Company’s independent directors are included in the calculation of basic EPS because such shares have been issued and 
participate in distributions.
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The Company’s calculated EPS for the three and nine months ended September 30, 2019 and 2018, were as follows:

Three Months Ended September 30, Nine Months Ended September 30,
2019 2018 2019 2018

Net income (loss) $ 970,167 $ (300,472) $ 308,361 $ (1,016,606)
Less: Class K Common Stock distributions declared and accumulated 331,039 183,082 828,495 433,362
Less: Class K-I Common Stock distributions declared and accumulated 50,849 2 78,107 4
Less: Class K-T Common Stock distributions declared and accumulated 1,857 2 2,475 4
Less: Class A Common Stock distributions declared and accumulated 81,274 47,723 223,024 133,353
Undistributed net income (loss) $ 505,148 $ (531,281) $ (823,740) $ (1,583,329)
Class K Common Stock:

Undistributed net income (loss) $ 345,553 $ (389,508) $ (574,376) $ (1,101,662)
Class K Common Stock distributions declared and accumulated 331,039 183,082 828,495 433,362
Net income (loss) $ 676,592 $ (206,426) $ 254,119 $ (668,300)
Net income (loss) per common share, basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of common shares outstanding, basic and 
diluted 2,188,750 1,210,468 1,846,052 965,580

Class K-I Common Stock:
Undistributed net income (loss) $ 53,076 $ (4) $ (54,138) $ (9)
Class K-I Common Stock distributions declared and accumulated 50,849 2 78,107 4
Net income (loss) $ 103,925 $ (2) $ 23,969 $ (5)
Net income (loss) per common share, basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of common shares outstanding, basic and 
diluted 336,183 10 174,002 8

Class K-T Common Stock:
Undistributed net income (loss) $ 1,939 $ (4) $ (1,708) $ (9)
Class K-T Common Stock distributions declared and accumulated 1,857 2 2,475 4
Net income (loss) $ 3,796 $ (2) $ 767 $ (5)
Net income (loss) per common share, basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of common shares outstanding, basic and 
diluted 12,280 10 5,489 8

Class A Common Stock:
Undistributed net income (loss) $ 84,845 $ (101,542) $ (154,626) $ (339,032)
Class A Common Stock distributions declared and accumulated 81,274 47,723 223,024 133,353
Net income (loss) $ 166,119 $ (53,819) $ 68,398 $ (205,679)
Net income (loss) per common share, basic and diluted $ 0.31 $ (0.17) $ 0.14 $ (0.69)
Weighted average number of common shares outstanding, basic and 
diluted 537,410 315,562 496,970 297,153

Class B Common Stock:
Undistributed net income (loss) $ 19,735 $ (40,223) $ (38,892) $ (142,617)
Net income (loss) per common share, basic and diluted $ 0.16 $ (0.32) $ (0.31) $ (1.14)
Weighted average number of common shares outstanding, basic and 
diluted 125,000 125,000 125,000 125,000

New Accounting Standards 

In February 2016, the FASB issued ASU No. 2016-02, “Leases” (“ASU No. 2016-02”), which sets out the principles for the recognition, 
measurement, presentation and disclosure of leases for both parties to a contract (i.e., lessees and lessors). ASU No. 2016-02 requires lessees to apply a dual 
approach, classifying leases as either finance or operating leases based on the principle of whether or not the lease is effectively a financed purchase of the 
leased asset by the lessee. This classification will determine whether the lease expense is recognized based on an effective interest method or on a straight-line 
basis over the term of the lease. A lessee is also required to record a right of use asset and a lease liability for all leases with a term of greater than 12 months 
regardless of their classification. Leases with a term of 12 months or less will be accounted for similar to existing guidance for operating leases. The new 
standard requires lessors to account for leases using an approach that is substantially equivalent to existing guidance for sales type leases, direct financing 
leases and operating leases. ASU No. 2016-02 is effective for reporting periods beginning after December 15, 2018, with early adoption permitted. The 
Company adopted the standard effective January 1, 2019, and applied the package of practical expedients that allows an entity to not reassess (i) whether any 
expired or existing contracts are or contain leases, (ii) lease classification for any expired or existing leases and (iii) initial direct costs for any expired or 
existing leases. The Company applied the optional transition method in ASU No. 2018-11, “Leases”, which allows entities to initially apply the new leases 
standard at the adoption date and recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption, if any. The 
adoption did not have a material impact on the Company’s condensed consolidated financial statements.

In August 2018, the FASB issued ASU No. 2018-13, “Fair Value Measurement (Topic 820): Disclosure Framework-Changes to the Disclosure 
Requirements for Fair Value Measurements” (“ASU No. 2018-13”). ASU No. 2018-13 requires new disclosures of changes in unrealized gains and losses in 



other comprehensive income for recurring Level 3 fair value of instruments held at the balance sheet date, as well as the range and weighted average or other 
quantitative information, if more relevant, of significant unobservable inputs for recurring and nonrecurring Level 3 fair values. Certain disclosures are now 
eliminated, specifically around the valuation process required for Level 3 fair values, policy for timing of transfers between levels of the fair value hierarchy, 
as well as amounts and reason for transfers between Levels 1 and 2. ASU No. 2018-13 is effective for fiscal years and interim periods beginning after 
December 15, 2019. The adoption of this standard is not expected to have a material effect on the Company's existing disclosures.
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Note 3 – Investments in Hotels

The following table sets forth summary information regarding the Company’s investments in hotel properties as of September 30, 2019:

Property Name
Date

Acquired Location
Ownership

Interest

Contract
Purchase
Price(1) (2) Rooms

Mortgage
Debt

Outstanding
Springhill Suites Wilmington 05/24/2017(1) Wilmington,

NC
51% $18,000,000 120 $11,268,000

Staybridge Suites St. Petersburg 06/29/2017(1) St. Petersburg,
FL

51% $20,500,000 119 $13,325,000

Hotel Indigo Traverse City 08/15/2018 Traverse City,
MI

100% $26,050,000 107 $15,092,000
(3)

(1) Represents the date and contract purchase price of PCF’s acquisition of the Springhill Suites Wilmington property (the “Springhill Suites 
Wilmington”) and the Staybridge Suites St. Petersburg property (the “Staybridge Suites St. Petersburg”). The Company exercised its option 
under an option agreement to purchase a 51% membership interest in PCF on March 29, 2018.

(2) Contract purchase price excludes acquisition fees and costs.

(3) Original principal loan balance was $17,836,000. As of September 30, 2019, the Company repaid $2,744,000 of the original outstanding 
principal balance.

Investments in hotel properties consisted of the following as of September 30, 2019 and December 31, 2018:

September 30,
2019

December 31,
2018

Land $ 7,987,069 $ 7,987,069
Building and improvements 53,466,513 53,318,816
Furniture, fixtures, and equipment 5,325,299 4,759,475
Construction in progress - 12,837

Total cost 66,778,881 66,078,197
Accumulated depreciation (2,957,276) (1,297,152)

Property and equipment, net $ 63,821,605 $ 64,781,045

Depreciation expense was $563,489 and $426,830 for the three months ended September 30, 2019 and 2018, respectively. Depreciation expense was 
$1,660,124 and $774,177 for the nine months ended September 30, 2019 and 2018, respectively.
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Note 4 – Mortgage Notes Payable

Included in mortgage notes payable at September 30, 2019, is a $13,325,000 mortgage payable secured by the Staybridge Suites St. Petersburg (the 
“St. Petersburg Note”), a $11,268,000 mortgage payable secured by the Springhill Suites Wilmington (the “Wilmington Note”) and a $15,092,000 mortgage 
payable secured by the Hotel Indigo Traverse City (the “TCI Note”).

The St. Petersburg Note requires monthly interest payments at 4.34% through August 1, 2020, and subsequent to August 1, 2020, monthly principal 
and interest payments of $66,255 through July 1, 2024, the maturity date. The St. Petersburg Note is collateralized by the Staybridge Suites St. Petersburg, 
including equipment, and has been guaranteed by TH Investment Holdings II, LLC, an affiliate of the Sponsor.

The Wilmington Note requires monthly interest payments at 4.49% through June 1, 2020, and subsequent to June 1, 2020, monthly principal and 
interest payments of $57,026 through June 1, 2024, the maturity date. The Wilmington Note is collateralized by the Springhill Suites Wilmington, including 
equipment, and has been guaranteed by TH Investment Holdings II, LLC, an affiliate of the Sponsor.

The TCI Note was entered into on August 15, 2018 and had an original principal balance of $17,836,000. As of September 30, 2019, the Company 
had prepaid $2,744,000 outstanding on the TCI Note. The TCI Note bears interest at LIBOR plus a LIBOR rate margin of 2.50% at September 30, 2019. The 
TCI Note provides for interest only monthly payments until maturity. The principal amount will be due on the maturity date, which is August 15, 2021; 
provided, however, the maturity date may be extended by up to three additional one-year periods, provided no default exists and with prior written notice of at 
least 45 days before scheduled maturity. The TCI Note is collateralized by the Hotel Indigo Traverse City, including equipment, and has been guaranteed by 
TH Investment Holdings II, LLC, an affiliate of the Sponsor.

The mortgage notes payable each contain customary affirmative covenants, negative covenants and events of default and at September 30, 2019, the 
Company was in compliance with such covenants.

Interest expense on mortgage notes payable for the three months ended September 30, 2019 and 2018 was $517,001 and $409,540, respectively. 
Interest expense on mortgage notes payable for the nine months ended September 30, 2019 and 2018 was $1,449,205 and $954,371, respectively.

Also included in mortgage notes payable as of September 30, 2019, is $403,887 of deferred financing costs and debt discounts. For the three and nine 
months ended September 30, 2019, the Company amortized $25,870 and $77,609, respectively, of deferred financing costs and debt discounts as interest 
expense.

Note 5 – Interest Rate Swap

On August 15, 2018, the Company entered into an interest rate swap derivative contract with a notional amount of $15,092,000 and a strike rate of 
2.80%. The interest rate swap contract terminates on August 15, 2021. The estimated fair value of the interest rate swap at September 30, 2019, is a liability of 
$392,581, which is included in accounts payable, accrued expenses and other on the condensed consolidated balance sheets. The Company valued the interest 
rate swap using Level 2 inputs. Changes in the fair value of the interest rate swap are recorded as an unrealized gain (loss) in the condensed consolidated 
statements of operations, as the Company did not designate this interest rate swap as a hedge. For the three and nine months ended September 30, 2019, the 
Company recognized an unrealized loss of $18,543 and $245,891, respectively, in the condensed consolidated statements of operations.

Note 6 - Related Party Transactions

The Company entered into the Amended and Restated Advisory Agreement on August 2, 2018, with PHA and the Operating Partnership (as 
amended and renewed, the “Advisory Agreement”). The Advisory Agreement has a one-year term, subject to renewals upon mutual consent of PHA and the 
Company’s independent directors for an unlimited number of successive one-year periods. On July 31, 2019, the board of directors of the Company, including 
all independent directors of the Company, after review of PHA’s performance during the last year, authorized the Company to execute a mutual consent to 
renew the Advisory Agreement, by and among the Company, the Operating Partnership and PHA. The renewal was for a one-year term and was effective on 
August 2, 2019.
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Pursuant to the Advisory Agreement, PHA oversees the Company’s day-to-day operations, including the provision of general ledger accounting, fund 
accounting, legal services, investor relations, and other administrative services. PHA also performs, or oversees the performance of, the Company’s corporate 
operations and required administrative services, which include maintaining required financial records and preparing reports to stockholders and filings with 
the SEC. In addition, PHA assists an independent valuation firm and the Company’s board of directors in calculating and determining the Company’s NAV, 
and assists the Company in overseeing the preparation and filing of tax returns, payment of expenses and for the performance of administrative and 
professional services rendered to the Company by others. The Company reimburses PHA for certain expenses and pays PHA certain fees pertaining to 
services provided.

Operating Expenses

The Company is also required to reimburse PHA for costs incurred in providing administrative services. PHA is required to allocate the cost of such 
services to the Company based on objective factors such as total assets, revenues and/or time allocations. At least annually, the Company’s board of directors 
will review the amount of administrative services expense reimbursable to PHA to determine whether such amounts are reasonable in relation to the services 
provided. As of September 30, 2019, PHA has forfeited its right to collect reimbursement for providing these administrative services provided through such 
date.

Acquisition Fee

The Company will pay PHA acquisition fees as described below:

Acquisition Fee: Fee for providing services including selecting, evaluating and acquiring potential investments, or the acquisition fee. The 
total acquisition fee payable to PHA shall equal 1.5% of the Gross Contract Purchase Price of an investment, which, as defined in the 
Advisory Agreement, represents the amount actually paid or allocated in respect of the purchase of an investment, inclusive of acquisition 
expenses and any indebtedness assumed or incurred. Payment of such fee will be deferred until the occurrence of a (i) liquidation event 
(i.e., any voluntary or involuntary liquidation or dissolution of the Company, including as a result of the sale of all or substantially all of 
the Company’s assets for cash or other consideration), (ii) the Company’s sale or merger in a transaction that provides stockholders with 
cash, securities or a combination of cash and securities, (iii) the listing of the Company’s shares of common stock on a national securities 
exchange, or (iv) the termination of the Advisory Agreement, other than for cause, or the non-renewal of the Advisory Agreement. The 
deferred acquisition fees will accrue interest at a cumulative, non-compounded rate of 6% annum. The preceding clauses (ii) and (iii) are 
defined as an “Other Liquidity Event”.

There were no acquisition fees incurred for the three and nine months ended September 30, 2019. For the three and nine months ended 
September 30, 2018, the Company incurred $413,001 and $537,980 in acquisition fees, respectively. Acquisition fees are included in other fees to 
affiliates on the condensed consolidated statement of operations and in due to related parties on the condensed consolidated balance sheets. As of 
September 30, 2019, there were $537,980 of deferred acquisition fees included in due to related parties on the condensed consolidated balance sheets. 
Interest expense on outstanding acquisition fees was $8,136 and $24,143, respectively, for the three and nine months ended September 30, 2019, and 
is included in interest expense on the condensed consolidated statement of operations and in due to related parties on the condensed consolidated 
balance sheets. Interest expense on outstanding acquisition fees for the three and nine months ended September 30, 2018, was $5,013 and $6,944, 
respectively.
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Asset Management Fee

The Company will pay PHA asset management fees as described below:

Asset Management Fee: Quarterly fee equal to one-fourth of 0.75% of the adjusted cost of the Company’s assets and the amounts actually 
paid or allocated in respect of the acquisition of loans, before reduction for depreciation, amortization, impairment charges, and 
cumulative acquisition costs charged to expense in accordance with GAAP, or the asset management fee. The adjusted cost will include 
the purchase price, acquisition expenses, capital expenditures, and other customary capitalized costs. The asset management fee will be 
payable quarterly in arrears, based on adjusted cost on the last date of the prior quarter, adjusted for appropriate closing dates for 
individual investments. Payment of the asset management fee will be deferred on a quarterly basis if at any time all accumulated, accrued, 
and unpaid distributions have not been paid in full to holders of the K Shares, K-I Shares, K-T Shares and any parity securities. Any such 
deferred asset management fees will accrue interest at a cumulative, non-compounded rate of 6% per annum.

For the three and nine months ended September 30, 2019, the Company incurred $88,358 and $263,700 in asset management fees, respectively. For 
the three and nine months ended September 30, 2018, the Company incurred $61,334 and $99,962 in asset management fees, respectively. Asset management 
fees are included in other fees to affiliates on the condensed consolidated statements of operations and in due to related parties on the condensed consolidated 
balance sheets. Interest expense on the outstanding asset management fees was $6,822 and $16,301 for the three and nine months ended September 30, 2019, 
respectively. Interest expense the outstanding asset management fees was $1,320 and $1,899 for the three and nine months ended September 30, 2018, 
respectively. These amounts are included in interest expense on the condensed consolidated statements of operations and in due to related parties on the 
condensed consolidated balance sheets.

Disposition Fee

The Company will pay PHA disposition fees as described below:

Disposition Fee: Fee for providing a substantial amount of services in connection with the sale of a property or real estate-related assets, as 
determined by a majority of the Company’s independent directors, or the disposition fee. The disposition fee will equal one-half of the 
brokerage commissions paid on the sale of an investment. In no event will the disposition fee exceed 1.5% of the sales price of each 
investment. Payment of the disposition fee to PHA will be deferred until the occurrence of (i) a liquidation event, (ii) an Other Liquidity 
Event, or (iii) the termination of the Advisory Agreement, other than for cause, or the non-renewal of the Advisory Agreement. The 
deferred disposition fees will accrue interest at a cumulative, non-compounded rate of 6% per annum.

There were no disposition fees incurred for the three and nine months ended September 30, 2019 and 2018.

Acquisition Expenses

The Company will reimburse PHA for acquisition expenses actually incurred (excluding personnel costs) related to selecting, evaluating, 
and making investments on the Company’s behalf. All acquisition expenses as of September 30, 2019 and 2018 were paid directly by the Company 
and there have been no reimbursements to PHA.

Organization and Offering Costs

Organization and offering costs include selling commissions, dealer manager fees, stockholder servicing fees and any other elements of underwriting 
compensation, as well as legal, accounting, printing, mailing and filing fees and expenses, due diligence expenses of participating broker-dealers supported by 
detailed and itemized invoices, costs in connection with preparing sales materials, design and website expenses, fees and expenses of the Company’s transfer 
agent, fees to attend retail seminars sponsored by participating broker-dealers and reimbursements for customary travel, lodging, and meals. For more 
information regarding selling commissions, dealer manager fees, stockholder servicing fees and any other elements of underwriting compensation, see Note 7 
– “Stockholders’ Equity”.
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(Unaudited)

Certain organization and offering costs have been incurred by PHA on behalf of the Company. As of September 30, 2019, the total amount of 
organization and offering costs, exclusive of selling commissions, dealer manager fees and stockholder servicing fees, incurred by PHA and its affiliates 
related to the Private Offering and the Public Offering was $7,161,152, of which $1,026,564 has been reimbursed through the issuance of A Shares to an 
affiliate of PHA and payment to PHA of $1,438,214. The Company may reimburse PHA and its affiliates for organization and offering costs incurred on the 
Company’s behalf, but only to the extent the reimbursement would not cause the selling commissions, dealer manager fees, stockholder servicing fees and 
other organization and offering expenses to exceed 15% of the gross offering proceeds of the Public Offering as of the termination of the Public Offering, or 
the 15% cap. As of September 30, 2019, $3,439,594 is reimbursable to PHA and its affiliates by the Company in the future, subject to the 15% cap.

The Company records organization and offering costs as charges against additional paid-in capital on the condensed consolidated balance sheet as the 
Company raises proceeds in its continuous Public Offering. These amounts represent 15% of each of the gross offering proceeds of the Private Offering and 
the Public Offering as of September 30, 2019, respectively. The Company recognized organization and offering costs of $2,187,153 and $1,194,714 for the 
nine months ended September 30, 2019 and 2018, respectively. Of the organization and offering costs recognized in the condensed consolidated balance 
sheets, $0 and $571,673 were paid to PHA through the issuance of A Shares for the nine months ended September 30, 2019 and 2018, respectively.

Advances to PHA 

As of September 30, 2019, the Company had advanced $730,000 to PHA for general and administrative expenses to be paid by PHA on behalf of the 
Company. Actual general and administrative expenses paid by PHA on behalf of the Company as of September 30, 2019 were $392,253 and the excess 
amount advanced of $337,747 is included in due from related parties in the condensed consolidated balance sheet as of September 30, 2019.

As of September 30, 2019, the Company advanced $1,659,674 to PHA for organization and offering costs expected to be recognizable through the 
termination of the Public Offering as permitted by the Advisory Agreement. The excess of the amount advanced over the $1,435,263 recognized as 
organization and offering costs as of September 30, 2019 of $224,411 is included in due from related parties in the condensed consolidated balance sheet as of 
September 30, 2019.

Property Management Fee and Reimbursement

A wholly-owned subsidiary of PCF entered into hotel management agreements with PHR St. Petersburg Hotel Manager, LLC (the “St. Petersburg 
Manager”) to operate and manage the Staybridge Suites St. Petersburg, and with PHR Wilmington Hotel Manager, LLC (the “Wilmington Manager”) to 
operate and manage the Springhill Suites Wilmington, including making all human resource decisions. The St. Petersburg Manager and the Wilmington 
Manager are related to PCF through common ownership. The term of each agreement is four years, commencing on June 29, 2017 for the Staybridge Suites 
St. Petersburg and on May 24, 2017 for the Springhill Suites Wilmington. The employees of the hotels are employed by St. Petersburg Manager and 
Wilmington Manager; however, pursuant to the management agreements, all compensation of hotel personnel is recorded as a direct operating expense of the 
hotels. The St. Petersburg Manager and the Wilmington Manager are paid a base management fee equal to 3% of the respective hotel’s gross revenues. The St. 
Petersburg Manager and the Wilmington Manager are also reimbursed for certain expenses and centralized service costs.
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A wholly-owned subsidiary of the Operating Partnership entered into a hotel management agreement with PHR Traverse City Hotel Manager, LLC 
(the “TCI Manager”) to operate and manage the Hotel Indigo Traverse City, including making all human resource decisions. The TCI Manager is related to 
the Hotel Indigo Traverse City, through common ownership. The term of the agreement is five years, commencing on August 15, 2018. The employees of the 
hotels are employed by the TCI Manager, however, pursuant to the management agreement, all compensation of hotel personnel is to be recorded as a direct 
operating expense of the hotel. The TCI Manager is paid a base management fee equal to 3% of the hotel’s gross revenues. The TCI Manager is also 
reimbursed for certain expenses and centralized service costs.

Aggregate property management fees incurred for the three and nine months ended September 30, 2019 were $177,041 and $425,866, respectively, 
and are included in property management fees to affiliates on the condensed consolidated statements of operations. Aggregate management fees earned for the 
three and nine months ended September 30, 2018 were $118,062 and $197,761, respectively. As of September 30, 2019, $54,668 of accrued property 
management fees payable were included in due to related parties on the condensed consolidated balance sheet. Aggregate net reimbursements for certain 
expenses for the three and nine months ended September 30, 2019 were $14,467 and $42,423, respectively. As of September 30, 2019, $715 of expense 
reimbursements were included in due to related parties on the condensed consolidated balance sheet. During the three and nine months ended September 30, 
2019, the Company paid $162,367 and $221,940, respectively, to TPG Risk Services, LLC, an affiliate of the Sponsor, for the reimbursement of prepaid 
insurance at the hotel properties

Construction Management Fee

The Company pays its property managers or third parties selected by PHA, after requesting bids from such parties, a construction management fee 
(which may include expense reimbursements) based on market rates for such services in the markets in which the hotel properties are located and will take 
into account the nature of the services to be performed, which generally will constitute the supervision or coordination of any construction, improvements, 
refurbishments, renovations, or restorations of the Company’s hotel properties. If PHA selects the property manager or another affiliate of the Sponsor to 
perform such services, any resulting agreement must be approved by a majority of the Company’s board of directors, including a majority of its independent 
directors. Construction management fees incurred during the three and nine months ended September 30, 2019, were $8,083 and $30,870, respectively, and 
capitalized as a part of the construction cost. There were no construction management fees incurred for the three and nine months ended September 30, 2018. 
During the three and nine months ended September 30, 2019, the Company reimbursed TPG Construction, LLC, an affiliate of the Sponsor, $148,428 and 
$694,004, respectively, for capital expenditure costs incurred at the hotel properties. As of September 30, 2019, $47,442 of construction reimbursements were 
included in the due to related parties balance. Included in the due from related parties balance at September 30, 2019, was a $50,570 receivable from TPG 
Construction, LLC relating to working capital requests to provide funding for vendors and contractor deposits at the Hotel Indigo Traverse City.

Additional Service Fees

If the Company requests that PHA or its affiliates perform other services, including but not limited to, renovation evaluations, the compensation 
terms for those services must be approved by a majority of the Company’s board of directors, including a majority of the independent directors. No such fees 
for additional services were incurred for the three and nine months ended September 30, 2019 and 2018.

Payment Upon Listing of Shares

If the Company lists any of its shares of capital stock on a national securities exchange (which automatically results in a termination of the Advisory 
Agreement), the Company will be obligated to pay PHA the amount PHA would be entitled to receive on account of deferred asset management fees, 
acquisition fees, and disposition fees (and any accrued interest thereon) as if the Company liquidated and received liquidation proceeds equal to the market 
value of the Company, which is limited to the excess of market value over the liquidation preference on K Shares, K-I Shares and K-T Shares.
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Payment Upon a Merger or Acquisition Transaction

If the Company terminates the Advisory Agreement in connection with or in contemplation of a transaction involving a merger or acquisition, the 
Company would be obligated to pay PHA the amount PHA would be entitled to receive as if the Company liquidated and received net liquidation proceeds 
equal to the consideration paid to the stockholders in such transaction.

Payment Upon Other Advisory Agreement Termination

The Company may elect not to renew the Advisory Agreement. The Company has the right to terminate the Advisory Agreement without cause, or 
other than in connection with a listing of the Company’s shares or a transaction involving a merger or acquisition or other than for cause (“Non-cause 
Advisory Agreement Termination”). If a Non-cause Advisory Agreement Termination were to occur, the Company would be obligated to make a cash 
payment to PHA in the amount of any deferred asset management fees, plus any interest accrued thereon, the full acquisition fees previously earned, plus 
interest accrued thereon, and the full disposition fees previously earned, plus any interest accrued thereon, regardless of the value of the Company’s assets or 
net assets. The Company would be obligated to repurchase its A Shares for an amount equal to the greater of: (1) any accrued common ordinary distributions 
on the A Shares plus the stated value of the outstanding A Shares ($10.00 per A Share) or (2) the amount the holders of A Shares would be entitled to receive 
if the Company liquidated and received net liquidation proceeds equal to the fair market value (determined by appraisals as of the termination date) of the 
Company’s investments less any loans secured by such investments, limited in the case of non-recourse loans to the value of investments securing such loans. 
Any B Shares then outstanding would remain outstanding. The amounts payable on account of the repurchase of A Shares may be paid, in the discretion of a 
majority of the Company’s board of directors, including a majority of the Company’s independent directors, in the form of promissory notes bearing interest 
at the then-current rate, as determined in good faith by a majority of the Company’s independent directors.

Payment Upon Advisory Agreement Termination for Cause

If the Company terminates the Advisory Agreement for cause, the Company would not have a current obligation to make any payments to PHA or to 
S2K Servicing LLC (formerly known as Colony S2K Servicing LLC), an affiliate of the dealer manager. However, any A Shares and B Shares held by them 
or their affiliates would remain outstanding. In addition, any deferred asset management fees, plus any interest accrued thereon, the full acquisition fees 
previously earned, plus any interest accrued thereon, and the full disposition fees previously earned, plus any interest accrued thereon, would remain 
outstanding obligations, and the deferred fees would continue to accrue interest at a non-compounded annual rate of 6.0%. Such deferred fees and interest 
thereon would be payable upon a liquidation event.

Loans from Affiliates

The Company has combined subordinated promissory notes of $94,194 from PHA that bear interest at the current blended long term applicable 
federal rate (“AFR”). The blended long term AFR was 2.81% for the three months ended September 30, 2019 and 2018, and 2.87% and 2.80% for the nine 
months ended September 30, 2019 and 2018, respectively. The maturity date of the notes is the date after all outstanding K Shares have received all 
accumulated, accrued and unpaid distributions due and owing under the terms of the Company’s organization documents and the liquidation preference on the 
K Shares pursuant to the Company’s organization documents has been paid in full, as well as upon any event of default. These amounts are included in due to 
related parties on the condensed consolidated balance sheet at September 30, 2019 and December 31, 2018. Interest expense was $666 and $2,021 for the 
three and nine months ended September 30, 2019, respectively, and is included in interest expense on the condensed consolidated statements of operations and 
in due to related parties on the condensed consolidated balance sheets. Interest expense was $666 and $1,976 for the three and nine months ended 
September 30, 2018, respectively.
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On August 15, 2018, in connection with the acquisition of the Hotel Indigo Traverse City, the Company entered into an unsecured loan with its 
Sponsor in the principal amount of $6,600,000, evidenced by a promissory note (“Promissory Note”). The Promissory Note accrued interest at the rate of 
4.75% per annum and had a maturity date of August 16, 2019. The Promissory Note was approved by a majority of the Company’s board of directors, 
including a majority of the independent directors. The Company used proceeds from the sale of K Shares, K-I Shares and K-T Shares sold in the primary 
offering to prepay the Promissory Note. As of September 30, 2019, the entire principal and accrued interest balance had been repaid. Interest expense for the 
three and nine months ended September 30, 2019 was $1,041 and $116,896, respectively, and is included in interest expense on the condensed consolidated 
statements of operations.

Note 7 - Stockholders’ Equity

Under the Company’s charter, the total number of shares of common stock authorized for issuance is 248,125,000, consisting of 55,500,000 
K Shares, 55,500,000 K-I Shares, 116,000,000 K-T Shares, 21,000,000 A Shares, and 125,000 B Shares.

The Company’s K Shares, K-I Shares and K-T Shares entitle the holders to one vote per share on all matters upon which stockholders are entitled to 
vote and to receive distributions as authorized by the Company’s board of directors. Holders of K Shares, K-I Shares and K-T Shares are entitled to receive 
cumulative cash distributions on each share at the rate of 6.0% per annum of each share’s distribution base. The distribution base will initially be $10.00 per 
K Share, $10.00 per K-I Share and $10.00 per K-T Share and will be reduced for distributions that the board of directors declares and pays out of net sales 
proceeds from the sale or disposition of assets to the extent such distributions are not used to pay accumulated, accrued, and unpaid dividends on such 
K Shares, K-I Shares, and K-T Shares.

K Shares, K-I Shares and K-T Shares will rank, on a pro rata basis, senior to all other classes of stock with respect to distribution rights and rights 
upon the Company’s liquidation. In certain situations (other than upon liquidation), the Company may have excess cash available for distribution and the 
board of directors may authorize special distributions in which case the holders of K Shares, K-I Shares and K-T Shares would receive 50% of any such 
excess cash. Holders of K Shares, K-I Shares and K-T Shares would also generally be entitled to receive 50% of any remaining liquidation cash pro rata based 
on the number of K Shares, K-I Shares and K-T Shares outstanding.

A Shares entitle the holders to one vote per share on all matters upon which stockholders are entitled to vote and to receive distributions and other 
distributions of excess cash as authorized by the Company’s board of directors. Following the payment of all accumulated, accrued and unpaid distributions 
on K Shares, K-I Shares and K-T Shares and payment of any accrued asset management fees (and any interest thereon), each A Share will be entitled to 
receive distributions at a rate not to exceed 6.0% of the stated value of $10.00 per share from income and cash flow from ordinary operations on a cumulative 
basis. In certain situations (other than upon liquidation), the Company may have excess cash available for distribution and the board of directors may 
authorize special distributions in which case the holders of A Shares would receive 37.5% of any such excess cash on a pro rata basis. A Shares would also 
generally be entitled to receive 37.5% of any remaining liquidation cash pro rata based on the number of A Shares outstanding.

B Shares have no voting rights, other than the right to vote on and approve any further issuances of an increase of the authorized number of B Shares. 
In addition, if the Company were to list any shares of its common stock on a national securities exchange, the Company will repurchase its B Shares in 
accordance with its charter. Holders of B Shares are not entitled to distributions; however, in certain situations (other than upon liquidation) the Company may 
have excess cash available for distribution and the board of directors may authorize special distributions in which case the holders of B Shares would receive 
12.5% of any such excess cash on a pro rata basis.  Holders of B Shares would also generally be entitled to receive 12.5% of any remaining liquidation cash 
pro rata based on the number of B Shares outstanding.
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At the termination of the Private Offering, the Company had issued 1,253,618 K Shares and 23,000 A Shares to unaffiliated investors, resulting in 
receipt of gross proceeds of $12,398,660 from K Share issuances and $230,000 from A Share issuances. A Shares sold to unaffiliated investors were issued as 
part of a Unit. As of September 30, 2019, under the primary portion of the Public Offering, the Company had issued 1,137,435 K Shares, 387,346 K-I Shares, 
and 33,540 K-T Shares to unaffiliated investors, resulting in receipt of gross proceeds of $11,360,443 from K Share issuances, $3,604,550 from K-I Share 
issuances, and $335,400 from K-T Share issuances. As of September 30, 2019, the Company had issued 1,319 K Shares, 1,262 K-I Shares and 12 K-T Shares 
pursuant to the DRIP, resulting in gross proceeds pursuant to the DRIP of $12,527, $11,986 and $112 respectively. As of September 30, 2019, the Company 
had issued 750 restricted K Shares to each of the Company’s three independent directors for a total of 2,250 restricted K Shares in connection with the 
Company’s long-term incentive plan, as described below.

As of September 30, 2019, the Company had issued 384,410 A Shares to THR, an affiliate of PHA, for aggregate proceeds of $3,844,095, or $10.00 
per share. In addition, the Company issued 130,000 additional A Shares to THR in exchange for notes receivable, payable to the Company upon demand. The 
note receivable from THR was reduced for amounts reimbursed to PHA by the Company for certain costs incurred on the Company’s behalf. As of September 
30, 2018, there was no remaining receivable balance reflected in equity. As of September 30, 2019, the Company sold 10 K-I Shares for aggregate proceeds of 
$100, or $10.00 per K-I Share and sold 10 K-T Shares for aggregate proceeds of $100, or $10.00 per K-T Share to an affiliate of the Company. In addition, on 
September 29, 2016, the Company issued 125,000 B shares to S2K Servicing LLC.

During the nine months ended September 30, 2019, pursuant to the primary portion of the Public Offering, the Company sold 1,006,135 K Shares for 
aggregate gross proceeds of $10,047,443, or $9.99 per K Share; 375,113 K-I Shares for aggregate gross proceeds of $3,488,550, or $9.30 per K-I Share; and 
33,040 K-T Shares for aggregate gross proceeds of $330,400, or $10.00 per K-T Share. During the same period, pursuant to the DRIP, the Company had 
issued 1,319 K Shares at a price of $9.50 per K Share for aggregate gross proceeds of $12,527, 1,262 K-I Shares at a price of $9.50 per K-I Share for 
aggregate gross proceeds of $11,986, and 12 K-T Shares at a price of $9.50 per K-T Share for aggregate gross proceeds of $112.

Subsequent to September 30, 2019 and through November 11, 2019, pursuant to the primary portion of the Public Offering, the Company sold 
approximately 116,098 K Shares to investors at a weighted average price of $9.97 per K Share for gross proceeds of $1,157,500. The Company sold 
approximately 31,774 K-I Shares to investors at a weighted average price of $9.30 per K-I Share for gross proceeds of $295,496. The Company sold 
approximately 3,000 K-T Shares to investors at a weighted average price of 10.00 per K-T Share for gross proceeds of $30,000. During the same period, 
pursuant to the DRIP, the Company issued 1,640 K Shares to investors at a price of $9.50 per K Share for gross proceeds of $15,575, 2,169 K-I Shares at a 
price of $9.50 per K-I Share for gross proceeds of $20,610 and 55 K-T Shares to investors at a price of $9.50 per K-T Share for gross proceeds of $518.

PHA was obligated to purchase sufficient A Shares to fund payment of organization and offering expenses associated with the Private Offering, and 
is obligated to purchase sufficient A Shares to fund payment of organization and offering expenses related to the Public Offering and also to account for the 
difference between the applicable NAV per K-I Share and the applicable offering price per K-I Share and any amount equal to any discount to the initial 
offering price of K Shares, K-I Shares and K-T Shares (excluding volume discounts). PHA’s obligation can be fulfilled by its affiliates, including the Sponsor 
or entities affiliated with the Sponsor.

The Company paid S2K Financial LLC (the “dealer manager”), as dealer manager of the Private Offering, selling commissions of up to 7% of the 
gross offering proceeds from the sale of K Shares and Units in the Private Offering. The dealer manager re-allowed all selling commissions to participating 
broker-dealers. The Company also paid the dealer manager a dealer manager fee of up to 3% of the gross offering proceeds from the sale of K Shares and 
Units. The dealer manager could re-allow a portion of its dealer manager fees to participating broker-dealers. Selling commissions and dealer manager fees 
were paid with proceeds from the sale of A Shares to PHA or its affiliates. There were no selling commissions or dealer manager fees payable on account of 
shares of any class purchased by PHA, S2K Servicing LLC, or any of their affiliates.
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The Company pays the dealer manager selling commissions of up to 7% of the gross offering proceeds from the sale of K Shares and selling 
commissions of up to 3% of the gross offering proceeds from the sale of K-T Shares sold in the primary portion of the Public Offering. No selling 
commissions are payable in connection with the sale of K-I Shares. The dealer manager may re-allow all selling commissions to participating broker-dealers. 
The Company also pays the dealer manager a dealer manager fee of up to 3% of the gross offering proceeds from the sale of K Shares, K-I Shares and K-T 
Shares sold in the primary portion of the Public Offering. The dealer manager may allow a portion of its dealer manager fees to participating broker-dealers. 
Selling commissions and dealer manager fees are generally be paid with proceeds from the sale of A Shares to PHA or its affiliates. There are no selling 
commissions or dealer manager fees payable on account of shares of any class purchased by PHA, or S2K Servicing LLC, or any K Shares, K-I Shares and 
K-T Shares sold pursuant to the DRIP. The selling commissions and dealer manager fees may be reduced or waived in connection with certain categories of 
sales. As of September 30, 2019, the Company recognized $1,245,965 of selling commissions and dealer manager fees in connection with the Public Offering.

The Company also pays the dealer manager with respect to each K-T Share sold in the primary portion of the Public Offering a stockholder servicing 
fee equal to 1%, annualized, of the amount of the Company’s estimated NAV per K-T Share for each K-T Share purchased in the primary offering, for 
providing services to a holder of K-T Shares. The stockholder servicing fee accrues daily and is payable monthly in arrears. The dealer manager expects to 
reallow all or a portion of the stockholder servicing fee to participating broker-dealers and servicing broker-dealers. The Company will cease paying the 
stockholder servicing fee with respect to K-T Shares sold in the primary offering in accordance with the terms set forth in the prospectus portion of the 
Registration Statement. As of September 30, 2019, the Company recognized $422 of stockholder servicing fees in connection with the Public Offering.

If the Company’s board of directors determines, in any year, that the Company has excess cash, the Company’s board of directors will declare a 
special distribution entitling (a) the holders of K Shares, K-I Shares, K-T Shares to share, pro rata in accordance with the number of K Shares, K-I Shares and 
K-T Shares, 50% of such excess cash (or 87.5% of such excess cash if the A Shares have been repurchased in connection with a Non-cause Advisory 
Agreement Termination); (b) the holders of B Shares to share, pro rata in accordance with the number of B Shares, 12.5% of excess cash; and (c) the holders 
of A Shares (including PHA or its affiliates) to share, pro rata in accordance with the number of A Shares, 37.5% of such excess cash (unless all such A 
Shares previously have been repurchased in connection with a Non-cause Advisory Agreement Termination, in which case the excess cash otherwise 
apportioned to the A Shares would be distributed to the holders of the K Shares, K-I Shares and K-T Shares as noted above).

Upon a liquidation event, any remaining liquidation cash will be paid as a special distribution (a) to the holders of K Shares, K-I Shares and K-T 
Shares, pro rata in accordance with the number of K Shares, K-I Shares and K-T Shares, 50% of such excess cash (or 87.5% of such excess cash if the A 
Shares have been repurchased in connection with a Non-cause Advisory Agreement Termination); (b) to the holders of B Shares, pro rata in accordance with 
the number of B Shares, 12.5% of excess cash; and (c) to the holders of A Shares (including PHA or its affiliates), pro rata in accordance with the number of 
A Shares, 37.5% of such excess cash (unless all such A Shares previously have been repurchased in connection with a Non-cause Advisory Agreement 
Termination, in which case the excess cash otherwise apportioned to the A Shares would be distributed to the holders of the K Shares, K-I Shares and K-T 
Shares as noted above).

The Company established a long-term incentive plan pursuant to which the Company’s board of directors (including independent directors), officers 
and employees, PHA and its affiliates and their respective employees, employees of entities that provide services to the Company, managers of the 
Company’s advisor or directors or managers of entities that provide services to the Company and their respective employees, certain of the Company’s 
consultants and certain consultants to PHA and its affiliates or entities that provide services to the Company and their respective employees may be granted 
incentive awards in the form of restricted stock, options, and other equity-based awards.

In accordance with the Company’s long-term incentive plan, each new independent director that joins the Company’s board of directors is awarded 
250 restricted K Shares in connection to his or her initial election to the board of directors. In addition, in connection with an independent director’s re-
election to the Company’s board of directors at each annual meeting of stockholders, he or she will receive an additional 250 restricted K Shares. Restricted 
K Shares issued to independent directors will vest in equal amounts annually over a four-year period on and following the first anniversary of the date of grant 
in increments of 25% per annum; provided, however, that the restricted K Shares will become fully vested on the earlier to occur of (1) the termination of the 
independent director’s service as a director due to his or her death or disability, or (2) a change in control of the Company. On February 11, 2019, the 
Company issued 500 restricted K Shares to each of the Company’s three independent directors for a total of 1,500 restricted K Shares. These awards were in 
relation to their initial election to the board of directors and their re-election. An additional 250 restricted K Shares were awarded to each independent director 
upon his or her re-election at the Company’s 2019 annual meeting of stockholders on July 11, 2019.
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(Unaudited)

In addition to the stock awards, the Company pays each of its independent directors annual compensation of $27,500, pro-rated for a partial term. In 
addition, the independent directors are paid for attending meetings as follows: (1) $1,000 for each board meeting attended in person, (2) $500 for each board 
meeting attended via teleconference, (3) $500 for each audit committee meeting attended in person ($375 for attendance by the chairperson of the audit 
committee at each meeting of the audit committee), and (4) $250 for each audit committee meeting attended via teleconference. In the event that there is a 
board meeting and one or more committees on a single day, the fees paid to each director will be limited to $1,500 per day. Director compensation is an 
operating expense of the Company. The Company recorded an operating expense of $27,000 and $20,625 for the three months ended September 30, 2019 and 
2018, respectively, and $76,875 and $64,875 for the nine months ended September 30, 2019 and 2018, respectively, related to the independent directors’ 
annual compensation, which is included in corporate general and administrative expenses in the accompanying consolidated statements of operations. As of 
September 30, 2019, and December 31, 2018, $27,000 and $27,000 is included in accounts payable, accrued expenses and other, net on the condensed 
consolidated balance sheets, respectively.

Share Repurchase Program and Redeemable Common Stock

The Company’s share repurchase program may provide eligible stockholders with limited, interim liquidity by enabling them to sell shares back to 
the Company, subject to restrictions and applicable law. The Company is not required to repurchase shares. The share repurchase program is only intended to 
provide interim liquidity to stockholders until a liquidity event occurs, such as the commencement of execution on a plan of liquidation, the listing of the 
K Shares, K-I Shares or K-T Shares (or successor security) on a national securities exchange, or the Company’s merger with a listed company. The Company 
cannot guarantee that a liquidity event will occur.

On October 26, 2018, the Company’s board of directors approved and adopted the Amended and Restated Share Repurchase Program (the “A&R 
SRP”). The A&R SRP provides that the Company will not repurchase in excess of 5.0% of the weighted average number of K Shares, K-I Shares and K-T 
Shares outstanding during the trailing 12 months prior to the end of the fiscal quarter for which repurchases are being paid (provided, however, that while 
shares subject to a repurchase requested upon the death of a stockholder will be included in calculating the maximum number of shares that may be 
repurchased, shares subject to a repurchase requested upon the death of a stockholder will not be subject to the percentage cap). Additionally, in the event that 
any stockholder fails to maintain a minimum balance of $2,000 of K Shares, K-I Shares or K-T Shares, the Company may repurchase all of the shares held by 
that stockholder at the per share repurchase price in effect on the date the Company determines that the stockholder has failed to meet the minimum balance, 
less any applicable repurchase discount. Minimum account repurchases will apply even in the event that the failure to meet the minimum balance is caused 
solely by a decline in the Company’s estimated NAV per share.

In addition, the Company’s repurchase of any shares will be limited to the extent that the Company does not have, as determined in the Company’s 
board of directors’ discretion, sufficient funds available to fund any such repurchase. Most of the Company’s assets will consist of properties which cannot be 
readily liquidated without affecting the Company’s ability to realize full value upon their disposition. Therefore, the Company may not have sufficient liquid 
resources to satisfy all repurchase requests. In addition, the Company’s board of directors may amend, suspend (in whole or in part) or terminate the A&R 
SRP at any time upon 30 days’ notice to stockholders. Further, the Company’s board of directors reserves the right, in its sole discretion, to reject any requests 
for repurchases.
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In the event the Company cannot repurchase all shares presented for repurchase in any fiscal quarter, based upon insufficient cash available and/or 
the limit on the number of shares it may repurchase, the Company would give first priority to the repurchase of deceased stockholders’ shares. The Company 
would next give priority to (i) requests of stockholders with “qualifying disabilities” (as defined in the A&R SRP), and in the discretion of the Company’s 
board of directors, stockholders with another involuntary exigent circumstance, such as bankruptcy, and (ii) next, to requests for full repurchases of accounts 
with a balance of 100 or less shares at the time the Company receives the request, in order to reduce the expense of maintaining small accounts. Thereafter, the 
Company will honor the remaining quarterly repurchase requests on a pro-rata basis. Unfulfilled requests will be carried over automatically to subsequent 
repurchase periods unless a stockholder withdraws a request pursuant to the terms of the A&R SRP.

Repurchases of K Shares, K-I Shares and K-T Shares will be made quarterly upon written request to the Company at least 15 days prior to the end of 
the applicable quarter. Valid repurchase requests will be honored approximately 30 days following the end of the applicable quarter (the “Repurchase Date”). 
Stockholders may withdraw their repurchase request at any time up to five business days prior to the Repurchase Date.

No shares can be repurchased under the Company’s A&R SRP until after the first anniversary of the date of purchase of such shares; provided, 
however, that this holding period shall not apply to repurchases requested within two years after the death or disability of a stockholder. Additionally, any 
shares purchased pursuant to the Company’s DRIP will be excluded from the one-year holding requirement. For stockholders that have made more than one 
purchase of K Shares, K-I Shares or K-T Shares in the Public Offering and/or Private Offering, the one-year holding period will be calculated separately with 
respect to each such purchase. Repurchases of K Shares, K-I Shares and K-T Shares, when requested, are at the Company’s sole discretion and generally will 
be made quarterly. Shares repurchased under the A&R SRP program will become unissued shares and will not be resold unless such sales are made pursuant 
to transactions that are registered or exempt from registration under applicable securities laws. The Company will not pay its Sponsor, board of directors, PHA 
or their affiliates any fees to complete transactions under the A&R SRP.

The per share repurchase price will depend on the length of time the stockholder has held such shares as follows:

Share Purchase Anniversary Repurchase Price on Repurchase Date
Less than 1 year No Repurchase Allowed
1 year 92.5% of most recent per share NAV
2 years 95.0% of most recent per share NAV
3 years 97.5% of most recent per share NAV
4 years 100.0% of most recent per share NAV
In the event of a stockholder's death or disability 100.0% of most recent per share NAV

Notwithstanding the foregoing, pursuant to securities laws and regulations, at any time the Company is engaged in an offering, the repurchase 
amount shall never be more than the current offering price of such shares. Shares repurchased in connection with a stockholder’s bankruptcy or other exigent 
circumstance, in the sole discretion of the Company’s board of directors, within one year from the purchase date will be repurchased at a price per share equal 
to the price per share the Company would pay had the stockholder held the shares for one year from the purchase date.

The purchase price for repurchased shares will be adjusted for any stock dividends, combinations, splits, recapitalizations, or similar corporate 
actions with respect to the Company’s common stock. If the Company has sold any properties and have made one or more special distributions to stockholders 
of all or a portion of the net proceeds from such sales, the per share repurchase price will be reduced by the net sale proceeds per share distributed to 
stockholders prior to the repurchase date to the extent such distributions are not used to pay accumulated, accrued and unpaid distributions on such K Shares, 
K-I Shares and K-T Shares. The Company’s board of directors will, in its sole discretion, determine which distributions, if any, constitute a special 
distribution. While the Company’s board of directors does not have specific criteria for determining a special distribution, the Company expects that a special 
distribution will occur only upon the sale of a property and the subsequent distribution of net sale proceeds.
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The Company generally repurchases shares approximately 30 days following the end of the applicable quarter in which requests were received. 
During the nine months ended September 30, 2019, the Company repurchased 2,500 K Shares for $23,125, or $9.25 per K Share. The Company’s board of 
directors approved outstanding repurchase requests received during the three months ended September 30, 2019, and on November 1, 2019, the Company 
repurchased 4,278 K Shares for $42,781, or $10.00 per K Share.

Distributions

On January 25, 2019, the Company’s board of directors authorized the payment of distributions with respect to each K Share, K-I Share and K-T 
Share outstanding as of December 31, 2018, to the holders of record of K Shares, K-I Shares and K-T Shares as of the close of business on January 28, 2019. 
The board of directors determined that, with respect to the K Shares, K-I Share and K-T Share outstanding as of December 31, 2018, the cumulative amount 
of distributions that had accrued on a daily basis with respect to each K Share, K-I Shares and K-T Shares since September 30, 2018, was $193,826, or 
$0.0016438356 per K Share per day, $1,123, or $0.0016438356 per K-I Share per day, and $29, or $0.0013698656 per K-T Share per day, respectively. Such 
distributions were paid to stockholders in cash or in additional shares pursuant to the DRIP on January 31, 2019.

On April 29, 2019, the Company’s board of directors authorized the payment of distributions with respect to each K Share, K-I Share and K-T Share 
outstanding as of March 31, 2019, to the holders of record of K Shares, K-I Shares and K-T Shares as of the close of business on April 30, 2019. With respect 
to the K Shares, K-I Shares and K-T Shares outstanding as of March 31, 2019, the cumulative amount of distributions that had accrued on a daily basis with 
respect to each K Share and K-I Share outstanding since December 31, 2018, and with respect to each K-T Share outstanding since the date the first K-T 
Share was issued by the Company less any distributions previously paid with respect to such K-T Shares, was $225,280, $4,722, and $88, respectively, or 
$0.0016438356 per K Share per day, $0.0016438356 per K-I Share per day, and $0.0016438356 per K-T Share per day. Such distributions were paid to 
stockholders in cash or in additional shares pursuant to the DRIP on May 1, 2019.

On July 31, 2019, the Company’s board of directors authorized the payment of distributions with respect to each K Share, K-I Share and K-T Share 
outstanding as of June 30, 2019, to the holders of record of K Shares, K-I Shares and K-T Shares as of the close of business on August 1, 2019. With respect 
to the K Shares, K-I Shares and K-T Shares outstanding as of June 30, 2019, the cumulative amount of distributions that had accrued on a daily basis with 
respect to each K Share, K-I Share and K-T Share outstanding since March 31, 2019, was $272,176, $22,536, and $531, respectively, or $0.0016438356 per 
K Share per day, $0.0016438356 per K-I Share per day, and $0.0016438356 per K-T Share per day. Such distributions were paid to stockholders in cash or in 
additional shares pursuant to the DRIP on August 2, 2019.

On October 29, 2019, the Company’s board of directors authorized the payment of distributions with respect to each K Share, K-I Share and K-T 
Share outstanding as of September 30, 2019, to the holders of record of K Shares, K-I Shares and K-T Shares as of the close of business on October 31, 2019. 
With respect to the K Shares, K-I Shares and K-T Shares outstanding as of September 30, 2019, the cumulative amount of distributions that had accrued on a 
daily basis with respect to each K Share, K-I Share and K-T Share outstanding since June 30, 2019, was $331,011, $50,842, and $1,857, respectively, or 
$0.0016438356 per K Share per day, $0.0016438356 per K-I Share per day, and $0.0016438356 per K-T Share per day. Such distributions were paid to 
stockholders in cash or in additional shares pursuant to the DRIP on November 1, 2019.

Note 8 - Income Taxes 

The Company recognized a consolidated income tax expense of $12,303 for the three months ended September 30, 2019, and a consolidated income 
tax benefit of $13,121 for the nine months ended September 30, 2019. The Company recognized a consolidated income tax benefit of $10,837 and a 
consolidated income tax expense of $75,703 for the three and nine months ended September 30, 2018, respectively. These amounts relate to the operations of 
the Company’s TRSs.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s Discussion and Analysis of Financial Condition and Results of Operations is intended to provide the reader with information that will 
assist in understanding our financial statements and the reasons for changes in certain key components of our condensed consolidated financial statements 
from period to period. Management’s Discussion and Analysis of Financial Condition and Results of Operations also provides the reader with our perspective 
on our condensed consolidated financial position and liquidity, as well as certain other factors that may affect our future results.

As used herein, the terms “we,” “our” and “us” refer to Procaccianti Hotel REIT, Inc., a Maryland corporation and, as required by context, 
Procaccianti Hotel REIT, L.P., a Delaware limited partnership that is wholly owned by us, which we refer to as our “Operating Partnership,” and to their 
respective subsidiaries.

The following discussion and analysis should be read in conjunction with our unaudited interim condensed consolidated financial statements and the 
notes thereto included in Part I, Item 1 of this Quarterly Report on Form 10-Q (“Quarterly Report”). The following discussion should also be read in 
conjunction with our audited consolidated financial statements, and the notes thereto, and Management’s Discussion and Analysis of Financial Condition and 
Results of Operations included in our Annual Report on Form 10-K (“Annual Report”) for the year ended December 31, 2018, as filed with the U.S. Securities 
and Exchange Commission (“SEC”) on March 25, 2019.

Forward-Looking Statements

Certain statements included in this Quarterly Report that are not historical facts (including any statements concerning investment objectives, other 
plans and objectives of management for future operations or economic performance, or assumptions or forecasts related thereto) are forward-looking 
statements within the meaning of Section 27A of the Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (“Exchange Act”). 
These statements are only predictions. We caution that forward-looking statements are not guarantees. Actual events or our investments and results of 
operations could differ materially from those expressed or implied in any forward-looking statements. Forward-looking statements are typically identified by 
the use of terms such as “may,” “should,” “expect,” “could,” “intend,” “plan,” “anticipate,” “estimate,” “believe,” “continue,” “predict,” “potential” or the 
negative of such terms and other comparable terminology.

The forward-looking statements included herein are based upon our current expectations, plans, estimates, assumptions and beliefs that involve 
numerous risks and uncertainties. Assumptions relating to the foregoing involve judgments with respect to, among other things, future economic, competitive 
and market conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of which are beyond our control. 
Although we believe that the expectations reflected in such forward-looking statements are based on reasonable assumptions, our actual results and 
performance could differ materially from those set forth in the forward-looking statements. Factors which could have a material adverse effect on our 
operations and future prospects include, but are not limited to:

• the fact that we have a limited operating history;

• our ability to raise proceeds in our Public Offering (as defined below);

• our ability to effectively deploy the proceeds raised in our Public Offering;

• changes in economic conditions generally and the real estate and debt markets specifically;

• our ability to obtain financing on acceptable terms;

• our levels of debt and the terms and limitations imposed on us by our debt agreements;

• our ability to successfully identify and acquire properties on terms that are favorable to us;

• risks inherent in the real estate business, including potential liability relating to environmental matters and the lack of liquidity of real estate 
investments;
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• changes in demand for rooms at our hotel properties;

• the fact that we pay fees and expenses to our advisor and its affiliates that were not negotiated on an arm’s-length basis and the fact that the 
payment of these fees and expenses increases the risk that our stockholders will not earn a profit on their investment in us;

• our ability to retain our executive officers and other key personnel of our advisor, our property manager and other affiliates of our advisor;

• our ability to generate sufficient cash flows to pay distributions to our stockholders;

• legislative or regulatory changes (including changes to the laws governing the taxation of REITs (as defined below);

• the availability of capital;

• changes in interest rates; and

• changes to U.S. generally accepted accounting principles (“GAAP”).

Any of the assumptions underlying forward-looking statements could be inaccurate. You are cautioned not to place undue reliance on any forward-
looking statements included in this Quarterly Report. All forward-looking statements are made as of the date of this Quarterly Report and the risk that actual 
results will differ materially from the expectations expressed in this Quarterly Report will increase with the passage of time. Except as otherwise required by 
the federal securities laws, we undertake no obligation to publicly update or revise any forward-looking statements after the date of this Quarterly Report, 
whether as a result of new information, future events, changed circumstances or any other reason. In light of the significant uncertainties inherent in the 
forward-looking statements included in this Quarterly Report, the inclusion of such forward-looking statements should not be regarded as a representation by 
us or any other person that the objectives and plans set forth in this Quarterly Report will be achieved.

Overview

We were formed on August 24, 2016, under the laws of Maryland to acquire and own a diverse portfolio of hospitality properties consisting primarily 
of select-service, extended-stay and compact full-service hotel properties throughout the United States. As of September 30, 2019, we owned an interest in 
three select-service hotel properties. We elected to be taxed as, and currently operate as, a real estate investment trust (“REIT”) under the Internal Revenue 
Code of 1986, as amended (the “Code”), commencing with our taxable year ended December 31, 2018.

Substantially all of our business is conducted through the Operating Partnership. We are the sole general partner of the Operating Partnership. We are 
externally managed by our advisor, Procaccianti Hotel Advisors, LLC (“PHA”) pursuant to an advisory agreement by and among us, our Operating 
Partnership and PHA, dated August 2, 2019 (as amended, the “Advisory Agreement”). PHA is an affiliate of our sponsor, Procaccianti Companies, Inc. 
(“Sponsor”).

As a recently formed company, we have a limited operating history. Subscription proceeds from K Shares, K-I Shares and K-T Shares in our Private 
Offering and our Public Offering, as discussed below, have been and will be applied to investments in hotel properties or real estate-related investments 
relating to hotel properties. We will experience a relative increase in liquidity as we receive additional subscriptions for shares and a relative decrease in 
liquidity as we spend net offering proceeds in connection with the acquisition and operation of our hotel properties. The number of properties and other assets 
we will acquire will depend upon the number of shares sold and the resulting amount of net proceeds available for investment in properties and other assets.
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We intend to make reserve allocations as necessary to aid our objective of preserving capital for our investors by supporting the maintenance and 
viability of properties we acquire in the future. If reserves and any other available income become insufficient to cover our operating expenses and liabilities, 
it may be necessary to obtain additional funds by borrowing, refinancing properties or liquidating our investment in one or more properties. There is no 
assurance that such funds will be available, or if available, that the terms will be acceptable to us.

On September 30, 2016, we commenced a private offering (“Private Offering”) of shares of Class K common stock, $0.01 par value per share 
(“K Shares”), and units, which are comprised of four K Shares and one share of Class A common stock, each $0.01 par value per share (“Units”), for $10.00 
per K Share and $50.00 per Unit, with a targeted maximum offering of  $150,000,000 in K Shares (including K Shares sold as part of a Unit) to accredited 
investors only pursuant to a confidential private placement memorandum exempt from registration under the Securities Act of 1933, as amended (the 
“Securities Act”). PHA and its affiliates agreed to purchase Class A common stock (separate from the purchase of Units), at $10.00 per share (“A Shares”). 
We terminated our Private Offering prior to the commencement of the Public Offering (as defined below), and, as of such termination, received approximately 
$15,582,755 in gross proceeds from the sale of K Shares and A Shares, including Units, in the Private Offering. Of the $15,582,755 in gross proceeds 
received, $2,954,095 was from the sale of A Shares to TPG Hotel REIT Investor, LLC (“THR”), an affiliate of PHA, to fund organization and offering 
expenses associated with the K Shares and Units. With the A Share proceeds from the Private Offering, we paid $782,705 in selling commissions, $275,794 in 
dealer manager fees and recognized $1,083,912 in other offering costs with respect to the Private Offering.

On August 14, 2018, we commenced our public offering (“Public Offering”) pursuant to a Registration Statement on Form S-11 (Registration 
No. 333-217578) (“Registration Statement”), filed under the Securities Act with the SEC, to offer up to $550,000,000 in shares of common stock, including 
$500,000,000 in shares of common stock pursuant to the primary offering, consisting of the following three share classes: K Shares at an initial offering price 
of $10.00 per K Share, K-I Shares (“K-I Shares”), at an initial offering price of $9.50 per K-I Share, and K-T Shares (“K-T Shares”), at an initial offering 
price of $10.00 per K-T Share and $50,000,000 in shares of common stock pursuant to our distribution reinvestment plan (the “DRIP”), at $9.50 per K Share, 
$9.50 per K-I Share and $9.50 per K-T Share. On November 16, 2018, we revised the offering price per K-I Share in the primary offering from $9.50 to $9.30 
per K-I Share.

On May 23, 2019, our board of directors determined an estimated NAV per share of all classes of our capital stock, each calculated as of March 31, 
2019, as follows: (i) $10.00 per K Share; (ii) $10.00 per K-I Share; (iii) $10.00 per K-T Share; (iv) $3.97 per A Share; and (v) $0.00 per B Share. On March 
22, 2018, our board of directors determined an estimated NAV per share of all classes of the our capital stock, each calculated as of February 28, 2018, as 
follows: (i) $10.00 per K Share; (ii) $10.00 per K-I Share; (iii) $10.00 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share.

Since the commencement of the Public Offering and as of September 30, 2019, we received approximately $15,325,017 in gross proceeds from the 
sale of K Shares, K-I Shares and K-T Shares in the Public Offering, inclusive of proceeds from the sale of $12,527 of K Shares, $11,986 of K-I Shares and 
$112 of K-T Shares pursuant to the DRIP. Additionally, on October 26, 2018 and June 10, 2019, we received $1,500,000 and $690,000, respectively, from the 
sale of A Shares to THR in private placements. We intend to use the proceeds from A Shares to pay the selling commissions, dealer manager fees, stockholder 
servicing fees, and other organizational and offering expenses related to the K Shares, K-I Shares and K-T Shares sold in the primary offering portion of our 
Public Offering. In addition, we will allocate proceeds from the sale of A shares in amounts that represent the difference between (i) the applicable estimated 
NAV per K-I Share and the offering price of K-I Shares sold in our primary offering and (ii) any discount to the initial offering price of K Shares, K-I Shares 
and K-T Shares arising from reduced or waived selling commissions (other than reduced selling commissions for volume discounts) or dealer manager fees.

As of November 11, 2019, we had sold 2,512,358 K Shares, 422,561 K-I Shares, 36,616 K-T Shares and 537,410 A Shares in all our offerings for 
gross proceeds of $24,944,704, $3,932,741, $366,130 and $5,374,095, respectively, and $34,617,672 in the aggregate. These gross proceeds are inclusive of 
2,958 K Shares, 3,431 K-I Shares and 66 K-T Shares issued pursuant to our DRIP, for gross offering proceeds of $28,102, $32,596 and $630, respectively, 
and $61,328 in the aggregate.
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We expect to offer shares of our common stock in the Public Offering over a two-year period. If we have not sold all of the shares to be offered in the 
Public Offering within two years from the effective date of the Registration Statement, we may continue the Public Offering until August 14, 2021. We may, 
in our sole discretion, terminate the Public Offering at any time.

If our board of directors determines that it is in our best interest, we may conduct follow-on public offerings upon the termination of the Public 
Offering. Our charter does not restrict our ability to conduct offerings in the future.

S2K Financial LLC is the dealer manager for our offering and is responsible for the distribution of our common stock in our offering. PHA is our 
advisor and is an affiliate of our Sponsor. Subject to certain restrictions and limitations, PHA manages our day-to-day operations and our portfolio of 
properties and real estate-related assets. PHA sources and presents investment opportunities to our board of directors and provides investment management, 
marketing, investor relations and other administrative services on our behalf. We have no paid employees and rely on PHA to provide substantially all of our 
services. Pursuant to our Advisory Agreement with PHA, we will reimburse PHA for costs incurred in providing these administrative services. PHA will be 
required to allocate the cost of such services to us based on objective factors such as total assets, revenues and/or time allocations. At least annually, our board 
of directors will review the amount of administrative services expense reimbursable to PHA to determine whether such amounts are reasonable in relation to 
the services provided. As of September 30, 2019, PHA has forfeited its right to collect reimbursement for providing these administrative services provided 
through such date.

In addition, pursuant to provisions contained in our charter and in the Advisory Agreement, our board of directors has the ongoing responsibility of 
limiting our total operating expenses (as defined in our charter) for the trailing four consecutive quarters to amounts that do not exceed the greater of 2% of 
our average invested assets (as defined in our charter) or 25% of our net income (as defined in our charter), calculated in the manner set forth in our charter, 
unless a majority of the directors (including a majority of the independent directors) has made a finding that, based on unusual and non-recurring factors that 
they deem sufficient, a higher level of expenses is justified. In the event that a majority of the directors (including a majority of the independent directors) 
does not determine that such excess expenses are justified, PHA must reimburse to us the amount of the excess expenses paid or incurred (the “Excess 
Amount”).

During the twelve months ended December 31, 2018, the twelve months ended March 31, 2019, the twelve months ended June 30, 2019 and the 
twelve months ended September 30, 2019, our total operating expenses exceeded the greater of 2% of our average invested assets and 25% of our net income, 
or Excess Amounts. We incurred operating expenses of approximately $1,241,562 and incurred an Excess Amount of approximately $1,169,242 during the 
twelve months ended December 31, 2018. We incurred operating expenses of approximately $1,520,345 and incurred an Excess Amount of approximately 
$1,273,355 during the twelve months ended March 31, 2019. We incurred operating expenses of approximately $1,567,373 and incurred an Excess Amount of 
approximately $1,143,625 during the twelve months ended June 30, 2019. We incurred operating expenses of approximately $1,529,939 and incurred an 
Excess Amount of approximately $760,883 during the twelve months ended September 30, 2019. Our board of directors (including a majority of our 
independent directors) determined that the Excess Amount for each of the twelve months ended December 31, 2018, March 31, 2019, June 30, 2019 and 
September 30, 2019 was justified as unusual and non-recurring as we are in the early stages of raising and deploying capital.

Because we are prohibited from operating hotel properties pursuant to certain tax laws relating to our qualification as a REIT, the entities through 
which we own hotel properties will lease the hotel properties to one or more taxable REIT subsidiaries (“TRSs”). A TRS is a corporate subsidiary of a REIT 
that jointly elects, with the REIT, to be treated as a TRS of the REIT, and that pays U.S. federal income tax at regular corporate rates on its taxable income. 
The TRSs will enter into any franchise agreements to brand our hotels and will generally enter into property management agreements with one or more 
affiliated property management companies. These may include TPG Hotels & Resorts, Inc., an affiliate of our Sponsor and PHA, or TPG Hotels & Resorts, 
Inc.’s wholly owned subsidiaries, which we collectively refer to as TPG, or other affiliates or designees of TPG. We collectively refer to TPG and other 
property management companies affiliated with our Sponsor as our property manager. We expect our property manager will continue to operate and manage 
all or substantially all of our hotel properties.
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PHA and affiliated property managers will be entitled to receive fees during the acquisition and operational stages of the Company, and PHA may be 
eligible to receive fees during the liquidation stage of the Company. S2K Financial LLC has received and will continue to receive fees for services related to 
offering our securities.

We elected to be taxed as, and currently qualify as, a REIT under the Code commencing with our taxable year ended December 31, 2018. As a REIT, 
we generally will not be subject to U.S. federal income tax to the extent that we distribute qualifying dividends to our stockholders. If we fail to qualify as a 
REIT in any taxable year following the year we initially elect to be taxed as a REIT, we will be subject to U.S. federal income tax on our taxable income at 
regular corporate rates and will not be permitted to qualify for treatment as a REIT for U.S. federal income tax purposes for four years following the year in 
which qualification is lost, unless the Internal Revenue Service grants us relief under certain statutory provisions. Failing to qualify as a REIT could materially 
and adversely affect our net income and results of operations.

Critical Accounting Policies

Our accounting policies have been established to conform with GAAP. The preparation of our financial statements requires significant management 
judgments, assumptions and estimates about matters that are inherently uncertain. These judgments affect the reported amounts of assets and liabilities and our 
disclosure of contingent assets and liabilities at the dates of the financial statements and the reported amounts of revenue and expenses during the reporting 
periods. With different estimates or assumptions, materially different amounts could be reported in our financial statements. Additionally, other companies 
may utilize different estimates that may impact the comparability of our results of operations to those of companies in similar businesses. A discussion of the 
accounting policies that management considers critical in that they involve significant management judgments, assumptions and estimates is included in our 
Annual Report.

Recently Issued Accounting Pronouncements

Recently issued accounting pronouncements are described in Note 2 — “Summary of Significant Accounting Policies” to our unaudited interim 
condensed consolidated financial statements in this Quarterly Report.

Income Taxes and REIT Compliance

We elected to be taxed as, and currently qualify as, a REIT under the Code and have operated as such commencing with our taxable year ended 
December 31, 2018. To qualify as a REIT for tax purposes, we must meet certain organizational and operational requirements, including a requirement to 
distribute at least 90% of our annual REIT taxable income to our stockholders (which is computed without regard to the dividends-paid deduction or net 
capital gain and which does not necessarily equal net income as calculated in accordance with GAAP). We must also meet certain asset and income tests, as 
well as other requirements. As a REIT, we will not be subject to U.S. federal income tax to the extent we make distributions to our stockholders equal to or in 
excess of our taxable income. We will monitor the business and transactions that may potentially impact our REIT status. If we fail to qualify as a REIT in any 
taxable year following 2018, we would be subject to U.S. federal income tax (including any applicable alternative minimum tax) on our taxable income at 
regular corporate income tax rates and generally would not be permitted to qualify for treatment as a REIT for U.S. federal income tax purposes for the four 
taxable years following the year during which qualification is lost unless the Internal Revenue Service grants us relief under certain statutory provisions. Such 
an event could materially adversely affect our net income and net cash available for distribution to our stockholders. However, we are, and intend to continue 
to be, organized and operated in such a manner as to qualify for treatment as a REIT.

We lease our hotel properties to our wholly owned TRSs that are subject to federal, state and local income taxes.
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We account for income taxes of our TRSs using the asset and liability method under which deferred tax assets and liabilities are recognized for the 
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax 
bases. We record a valuation allowance for net deferred tax assets that are not expected to be realized.

We have reviewed tax positions under GAAP guidance that clarify the relevant criteria and approach for the recognition and measurement of 
uncertain tax positions. The guidance prescribes a recognition threshold and measurement attribute for the financial statement recognition of a tax position 
taken, or expected to be taken, in a tax return. A tax position may only be recognized in the financial statements if it is more likely than not that the tax 
position will be sustained upon examination. We had no material uncertain tax positions at September 30, 2019.

The preparation of our various tax returns requires the use of estimates for federal and state income tax purposes. These estimates may be subjected 
to review by the respective taxing authorities. A revision to an estimate may result in an assessment of additional taxes, penalties and interest. At this time, a 
range in which our estimates may change is not expected to be material. We will account for interest and penalties relating to uncertain tax provisions in the 
current period’s results of operations, if necessary. We have not been assessed interest or penalties by any major tax jurisdictions. We have tax years 2016 
through 2018 remaining subject to examination by various federal and state tax jurisdictions.

Distributions

Our board of directors may authorize payment of distributions in excess of those required for us to maintain REIT status as it deems appropriate. We 
currently pay regular quarterly distributions to our stockholders. We expect to continue to pay distributions quarterly unless our results of operations, our 
general financial condition, applicable provisions of Maryland law or other factors make it imprudent to do so. The timing and amount of distributions will be 
determined by our board of directors, in its sole discretion, and may vary from time to time. Our board of directors’ discretion will be influenced in substantial 
part by its obligation to cause us to comply with the REIT requirements of the Code. We can provide no assurance that we will be able to pay distributions on 
our K Shares, K-I Shares or K-T Shares.

Our board of directors has adopted a policy to refrain from funding distributions with offering proceeds; instead, we plan to fund distributions from 
cash flows from operations and capital transactions (other than the Public Offering or other securities offerings but which may include the sale of one or more 
assets). However, our charter does not restrict us from paying distributions from any particular source, including proceeds from securities offerings, and our 
board of directors has the ability to change our policy regarding the source of distributions. However, in accordance with Maryland law, we may not make 
distributions that would: (1) cause us to be unable to pay our debts as they become due in the usual course of business; or (2) cause our total assets to be less 
than the sum of our total liabilities plus, unless our charter provides otherwise, senior liquidation preferences. Our charter currently provides that amounts that 
would be needed, if we were to dissolve at the time of such distributions, to satisfy the preferential rights upon dissolution of holders of K Shares, K-I Shares 
and K-T Shares shall not be added to our total liabilities for these purposes. Subject to the preceding, our board of directors will determine the amount of 
distributions we will pay to our stockholders. We have not established a minimum distribution level.

For information on distributions paid during the three and nine months ended September 30, 2019, refer to Note 7 – “Stockholders’ Equity” to our 
unaudited interim condensed consolidated financial statements included in this Quarterly Report.

We have funded distributions with operating cash flows from our hotel properties and with proceeds from loans from affiliates. To the extent we do 
not have taxable income, distributions paid will be considered a return of capital to stockholders. The following table shows distributions paid during the nine 
months ended September 30, 2019 and 2018:
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For the Nine Months Ended September 30,
2019 2018

Distributions paid in cash $ 695,683 $ 311,352
Distributions reinvested 24,624 -

Total distributions $ 720,307 $ 311,352

Source of distributions:
Cash flows provided by operations $ 695,683 97% $ 250,281 80%
Loans from affiliates - 0% 61,071 20%
Offering proceeds from issuance of common stock pursuant to the DRIP 24,624 3% - 0%

Total sources $ 720,307 100% $ 311,352 100%

Results of Operations

The discussion that follows is based on our consolidated results of operations for the three and nine months ended September 30, 2019 and 2018. The 
ability to compare one period to another is significantly affected by acquisitions completed during those periods. We commenced real estate operations on 
March 29, 2018, in connection with our first investment, a 51% ownership interest in two select-service hotel properties, the Springhill Suites Wilmington and 
the Staybridge Suites St. Petersburg, through our joint venture with Procaccianti Convertible Fund, LLC (“PCF”), an affiliate of our Sponsor. We completed 
our second investment, a 100% fee simple interest in the Hotel Indigo Traverse City, a select-service hotel property, on August 15, 2018. As of 
September 30, 2019, we had not made any additional investments in hotel properties. Therefore, our results of operations for the three and nine months ended 
September 30, 2019 are not directly comparable to those for the three and nine months ended September 30, 2018. In general, we expect that our income and 
expenses related to our real estate investment portfolio will increase in future periods as a result of anticipated future acquisitions of real estate and real estate-
related investments.

Factors That May Influence Results of Operations 

We are not aware of any material trends or uncertainties, other than national economic conditions affecting real estate generally and those risks listed 
in our Registration Statement, as amended and supplemented from time to time, that may be reasonably expected to have a material impact, favorable or 
unfavorable, on revenues or income from the acquisition, management and operation of our properties.

Inflation

As of September 30, 2019, our investments consisted of interests in three hotel properties. Operators of hotels, in general, possess the ability to adjust 
room rates daily to reflect the effects of inflation. Competitive pressure may, however, limit the operators’ ability to raise room rates. We are not currently 
experiencing any material impact from inflation.

Seasonality

The hotel industry historically has been seasonal in nature. Seasonal variations in occupancy at our hotel properties and other hotel properties we may 
acquire may cause quarterly fluctuations in our revenues. Given the geographical location of our current portfolio of hotel properties, we expect that the 
results of operations for the second half of 2019 will produce higher revenues than the first half of 2019.

Three Months Ended September 30, 2019 Compared to Three Months Ended September 30, 2018

Rooms revenues

We expect the majority of our revenues to be derived from the operation of our hotel properties. Rooms revenues are the product of the number of 
rooms sold and the average daily room rate. Rooms revenues increased to $4,929,444 for the three months ended September 30, 2019 from $3,344,628 for the 
three months ended September 30, 2018, due to the fact that we owned the Hotel Indigo Traverse City for the full three months ended September 30, 2019. 
We expect that rooms revenues will increase in future periods as a result of future acquisitions of hotel properties.
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A comparison of hotel rooms revenues for the hotels owned continuously for the three months ended September 30, 2019 and 2018 are as follows:

Three Months Ended September 30, Increase 
2019 2018 (Decrease)

Springhill Suites Wilmington $ 1,384,124 $ 1,333,084 $ 51,040
Staybridge Suites St. Petersburg 898,228 938,922 (40,694)

$ 2,282,352 $ 2,272,006 $ 10,346

The increase in rooms revenues of $51,040, or 3.8%, at the Springhill Suites Wilmington is primarily driven by an increase in the average daily room 
rate compared to the prior year. The average daily rate at the Springhill Suites Wilmington increased from $139 for the three months ended September 30, 
2018 to $147 for the three months ended September 30, 2019, an increase of 5.4%. The increase is mainly the result of aggressive sales efforts focused on 
securing group business and lingering effects from Hurricane Florence.

The decrease in rooms revenues of $40,694, or 4.3%, at the Staybridge Suites St. Petersburg is primarily driven by slight decreases in both occupancy 
and the average daily rate compared to the prior year. Occupancy at the Staybridge Suites St. Petersburg decreased from 68.8% for the three months ended 
September 30, 2018 to 67.9% for the three months ended September 30, 2019, a decrease of 90 basis points. The average daily rate at the Staybridge Suites St. 
Petersburg decreased from $125 for the three months ended September 30, 2018 to $121 for the three months ended September 30, 2019, a decrease of 3.2%. 
This decrease was mainly the result of group business cancellations and lower than projected extended stays.

During the three months ended September 30, 2019 and 2018, the Hotel Indigo Traverse City, which was purchased on August 15, 2018, recognized 
rooms revenues of $2,647,092 and $1,072,622, respectively.

Food and beverage revenues

Food and beverage revenues increased to $830,559 for the three months ended September 30, 2019 from $514,332 for the three months ended 
September 30, 2018. These amounts are comprised of revenues realized in hotel food and beverage outlets as well as catering events. The increase from the 
prior year period is primarily driven by the acquisition of the Hotel Indigo Traverse City, which generated $761,446 of food and beverage revenues from its 
rooftop bar during the three months ended September 30, 2019, compared to $334,810 during the three months ended September 30, 2018. The Company 
owned the Hotel Indigo Traverse City for only a portion of the three months ended September 30, 2018. Excluding the impact of the Hotel Indigo Traverse 
City, food and beverage revenues decreased $110,409, or 61.5%, for the three months ended September 30, 2019 compared to the three months ended 
September 30, 2018. This decrease is principally at the Staybridge Suites St. Petersburg as a result of a shift in the mix from group to transient generated 
revenues.We expect that food and beverage revenues will increase in future periods as a result of future acquisitions of hotel properties.

Other operating revenues

Other operating revenues increased to $127,224 for the three months ended September 30, 2019 from $73,517 for the three months ended 
September 30, 2018. These amounts include ancillary hotel revenues and other items primarily driven by occupancy such as telephone/internet, parking, gift 
shops, and other guest services. The increase from the prior year period is primarily driven by the acquisition of the Hotel Indigo Traverse City, which 
generated $92,739 of other operating revenues primarily from valet parking and gift shop sales during the three months ended September 30, 2019, compared 
to $41,040 during the three months ended September 30, 2018. The Company owned the Hotel Indigo Traverse City for only a portion of the three months 
ended September 30, 2018. Excluding the impact of the Hotel Indigo Traverse City, other operating revenues for the three months ended September 30, 2019 
increased $1,978, or 6.1%, compared to the three months ended September 30, 2018. We expect that other operating revenues will increase in future periods 
as a result of future acquisitions of hotel properties.
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Rooms expenses

Rooms expenses increased to $849,288 for the three months ended September 30, 2019 from $658,670 for the three months ended September 30, 
2018. The increase in rooms expenses is primarily driven by the acquisition of the Hotel Indigo Traverse City, which generated $311,809 of rooms expenses 
for the three months ended September 30, 2019, compared to $128,671 for the period August 15, 2018 through September 30, 2018. Excluding the impact of 
the Hotel Indigo Traverse City, rooms expenses increased $7,480, or 1.4%, for the three months ended September 30, 2019 compared to the three months 
ended September 30, 2018. Rooms expenses are primarily driven by the corresponding revenue account and occupancy.

Food and beverage expenses

Food and beverage expenses were $495,679 and $290,344 for the three months ended September 30, 2019 and 2018, respectively. The increase in 
food and beverage expenses is primarily driven by the acquisition of the Hotel Indigo Traverse City, which generated $417,897 of food and beverage expenses 
for the three months ended September 30, 2019, compared to $184,028 for the period August 15, 2018 through September 30, 2018. Excluding the impact of 
the Hotel Indigo Traverse City, food and beverage expenses decreased $28,534, or 26.8%, for the three months ended September 30, 2019 compared to the 
three months ended September 30, 2018. Food and beverage expenses are primarily driven by the corresponding revenue account and occupancy.

Other property expenses

Other property expenses were $1,722,693 and $1,245,403, for the three months ended September 30, 2019 and 2018, respectively. The increase in 
other property expenses is primarily driven by the acquisition of the Hotel Indigo Traverse City, which generated $831,026 of other property expenses for the 
three months ended September 30, 2019, compared to $378,673 for the three months ended September 30, 2018. Excluding the impact of the Hotel Indigo 
Traverse City, other property expenses increased $24,937, or 2.9%, for the three months ended September 30, 2019 compared to the three months ended 
September 30, 2018. Other property expenses are primarily driven by the corresponding revenue account and occupancy. These amounts also include 
maintenance, utilities, sales and marketing, and general and administrative expenses of the hotel properties, as well as net franchise fees, property taxes and 
other taxes.

Property management fees to affiliates

Property management fees to affiliates were $177,041 and $118,062, including $105,453 and $43,486 pertaining to the Hotel Indigo Traverse City, 
for the three months ended September 30, 2019 and 2018, respectively. Property management fees are property level expenses equal to 3% of the hotel 
properties’ gross revenues. The increase in property management fees to affiliates is primarily due to the acquisition of the Hotel Indigo Traverse City, which 
resulted in an increase to gross revenues. Excluding the impact of the Hotel Indigo Traverse City, property management fees to affiliates decreased $2,988, or 
4.3%, for the three months ended September 30, 2019 compared to the three months ended September 30, 2018.

Corporate general and administrative expenses

Corporate general and administrative expenses were $310,610 and $384,094 for the three months ended September 30, 2019 and 2018, respectively. 
Corporate general and administrative expenses consist primarily of transfer agent fees, fees paid to the board of directors, audit and tax fees, and other 
professional services fees. Corporate general and administrative expenses were higher in the prior year period mainly as a result of external audit fees 
associated with hotel property acquisitions.

Other fees to affiliates

Other fees to affiliates were $88,358 and $474,335 for the three months ended September 30, 2019 and 2018, respectively. Other fees to affiliates 
include asset management fees due to PHA that are paid quarterly in arrears equal to one-fourth of 0.75% of the adjusted cost of our assets. The increase in 
asset management fees is primarily a result of owning the Hotel Indigo Traverse City for the three months ended September 30, 2019, resulting in $50,825 of 
asset management fees pertaining to the Hotel Indigo Traverse City for the three months ended September 30, 2019, compared to $24,626 for the three months 
ended September 30, 2018. We deferred payment of the quarterly asset management fees due to PHA until adequate cash flow is available. Other fees to 
affiliates also include acquisition fees due to an affiliate for providing services including selecting, evaluating and acquiring potential investments. This fee is 
equal to 1.5% of the Gross Contract Purchase Price of an investment (as defined in the Advisory Agreement). Payment of the acquisition fees is deferred until 
the occurrence of a liquidation event. Acquisition fees were $413,001 for the three months ended September 30, 2018, which related to the acquisition of the 
Hotel Indigo Traverse City. There were no acquisition fees for the three months ended September 30, 2019.
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Acquisition costs

There were no acquisition costs for the three months ended September 30, 2019 and 2018. Acquisition costs incurred as a result of the Hotel Indigo 
Traverse City acquisition in the third quarter of 2018 were capitalized as a component of the cost of the assets acquired in accordance with Topic 805.

Depreciation and amortization

Depreciation and amortization expenses were $566,107 and $430,292 for the three months ended September 30, 2019 and 2018, respectively. These 
amounts include depreciation on our hotel buildings, improvements, furniture, fixtures and equipment, along with amortization of our franchise fees and 
certain intangibles. The increase in depreciation and amortization is primarily due to the acquisition of the Hotel Indigo Traverse City on August 15, 2018.

Gain on acquisition

There were no gains on acquisitions for the three months ended September 30, 2019 and 2018.

Interest expense

Interest expense was $559,535 and $475,709 for the three months ended September 30, 2019 and 2018, respectively. Interest expense represents 
monthly fixed rate payments on the outstanding mortgage notes payable balance. Interest expense also includes accrued interest on the outstanding asset 
management fees, acquisition fees and promissory notes from PHA and our Sponsor. Also included in interest expense are the amortization of deferred 
financing costs and debt discounts. Interest expense and amortization of debt issuance cost increased primarily due to the increased debt associated with the 
acquisition of the Hotel Indigo Traverse City on August 15, 2018.

Unrealized loss on interest rate swap

Unrealized loss on our interest rate swap for the three months ended September 30, 2019, was $18,543. During the three months ended September 30, 
2018, there were no unrealized gains or losses on the interest rate swap.

Income tax benefit 

We had an income tax expense of $12,303 for the three months ended September 30, 2019 and an income tax benefit of $10,837 for the three months 
ended September 30, 2018, which relates to taxable income at the TRSs.

Net income or loss

For the three months ended September 30, 2019, we had net income of $1,087,070 compared to a net loss of $133,595 for the three months ended 
September 30, 2018. The increase in net income of $1,220,665 over the comparable prior year period was primarily due to incremental net income as a result 
of the aforementioned acquisition of the Hotel Indigo Traverse City.

Net income attributable to noncontrolling interest

Net income relating to noncontrolling interest for the three months ended September 30, 2019, was $116,903. Net income relating to noncontrolling 
interest for the three months ended September 30, 2018 was $166,877. This amount includes net income attributable to a third-party’s 49% ownership interest 
in PCF and will fluctuate accordingly with any increases or decreases to net income at PCF.

Nine Months Ended September 30, 2019 Compared to Nine Months Ended September 30, 2018

Rooms revenues

We expect the majority of our revenues to be derived from the operation of our hotel properties. Rooms revenues are the product of the number of 
rooms sold and the average daily room rate. Rooms revenues increased to $12,145,003 for the nine months ended September 30, 2019 from $5,872,001 for the 
nine months ended September 30, 2018. The increase is primarily driven by the fact that we did not own the Hotel Indigo Traverse City during the entire nine 
months ended September 30, 2018. Additionally, we only had ownership in PCF for three days during the first quarter of 2018 and, therefore, the rooms 
revenues for the nine months ended September 30, 2019 is not comparable to the rooms revenues for the nine months ended September 30, 2018 for these 
properties. We expect that rooms revenues will increase in future periods as a result of future acquisitions of hotel properties and owning the current portfolio 
for a full year reporting period.
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Food and beverage revenues

Food and beverage revenues increased to $1,683,477 for the nine months ended September 30, 2019 from $605,364 for the nine months ended 
September 30, 2018. These amounts are comprised of revenues realized in hotel food and beverage outlets as well as catering events. The increase is primarily 
a result of the acquisition of the Hotel Indigo Traverse City on August 15, 2018, which generates food and beverage revenues from its rooftop bar. We expect 
that food and beverage revenues will increase in future periods as a result of future acquisitions of hotel properties and owning the current portfolio for a full 
year reporting period.

Other operating revenues

Other operating revenues increased to $334,971 for the nine months ended September 30, 2019 from $111,145 for the nine months ended 
September 30, 2018. These amounts include ancillary hotel revenues and other items primarily driven by occupancy such as telephone/internet, parking, gift 
shops, and other guest services. The increase from the prior year period was primarily the result of the Hotel Indigo Traverse City, which generates valet 
parking income. We expect that other operating revenues will increase in future periods as a result of future acquisitions of hotel properties and owning the 
current portfolio for a full year reporting period.

Rooms expenses

Rooms expenses were $2,309,268 and $1,215,989 for the nine months ended September 30, 2019 and 2018, respectively. The increase corresponds 
to an increase in rooms revenues primarily driven by the fact that we did not own the Hotel Indigo Traverse City during the entire nine months ended 
September 30, 2018. Additionally, we only had ownership in PCF for three days during the first quarter of 2018 and therefore the rooms expenses for the nine 
months ended September 30, 2019 is not comparable to the rooms expenses for the nine months ended September 30, 2018 for these properties.

Food and beverage expenses

Food and beverage expenses were $1,122,689 and $363,877 for the nine months ended September 30, 2019 and 2018, respectively. The increase 
corresponds to an increase in food and beverage revenues as a result of owning the Hotel Indigo Traverse City and PCF for the entire nine months ended 
September 30, 2019 compared to the nine months ended September 30, 2018, during which we owned the Hotel Indigo Traverse City for one month and 
fifteen days and owned PCF for six months and three days.

Other property expenses

Other property expenses were $4,415,922 and $2,024,317 for the nine months ended September 30, 2019 and 2018, respectively. The increase 
corresponds to an increase in other operating revenues as a result of owning the Hotel Indigo Traverse City and PCF for the entire nine months ended 
September 30, 2019 compared to the nine months ended September 30, 2018, during which we owned the Hotel Indigo Traverse City for one month and 
fifteen days and owned PCF for six months and three days.

Property management fees to affiliates

Property management fees to affiliates were $425,866 and $197,761 for the nine months ended September 30, 2019 and 2018, respectively. Property 
management fees are property level expenses equal to 3% of the hotel properties’ gross revenues and we expect them to fluctuate accordingly. The increase in 
property management fees to affiliates was primarily due to the acquisition of the Hotel Indigo Traverse City on August 15, 2018, which resulted in an 
increase in gross revenues.

Corporate general and administrative expenses

Corporate general and administrative expenses were $1,112,934 and $896,880 for the nine months ended September 30, 2019 and 2018, respectively. 
Corporate general and administrative expenses consist primarily of transfer agent fees, fees paid to the board of directors, audit and tax fees, and other 
professional services fees. We expect that corporate general and administrative expenses will increase as we acquire additional hotel properties, but will 
decrease as a percentage of total revenue.
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Other fees to affiliates

Other fees to affiliates were $263,699 and $637,942 for the nine months ended September 30, 2019 and 2018, respectively. Other fees to affiliates 
include asset management fees due to PHA that are paid quarterly in arrears equal to one-fourth of 0.75% of the adjusted cost of our assets. Asset management 
fees increased to $263,699 for the nine months ended September 30, 2019 from $99,962 for the nine months ended September 30, 2018. The increase in asset 
management fees is primarily the result of the acquisition of the Hotel Indigo Traverse City on August 15, 2018. We have deferred all payments of the 
quarterly asset management fees due to PHA until adequate cash flow is available. Other fees to affiliates also include acquisition fees due to an affiliate for 
providing services including selecting, evaluating and acquiring potential investments. This fee is equal to 1.5% of the Gross Contract Purchase Price of an 
investment (as defined in the Advisory Agreement). Payment of the acquisition fees is deferred until the occurrence of a liquidation event. There were no 
acquisition fees incurred for the nine months ended September 30, 2019. Acquisition fees incurred for the nine months ended September 30, 2018 were 
$537,980 and related to both the purchase of a 51% interest in PCF and the acquisition of the Hotel Indigo Traverse City.

Acquisition costs

Acquisition costs include closing costs associated with the purchase of hotel properties. There were no acquisition costs for the nine months ended 
September 30, 2019. Acquisition costs of $302,380 relating to the purchase of a 51% interest in PCF were expensed as incurred, for the nine months ended 
September 30, 2018, in accordance with Topic 810. Acquisition costs incurred as a result of the Hotel Indigo Traverse City acquisition on August 15, 2018, 
were capitalized in accordance with Topic 805.

Depreciation and amortization

Depreciation and amortization expenses were $1,667,979 and $779,656 for the nine months ended September 30, 2019 and 2018, respectively. These 
amounts include depreciation on our hotel buildings, improvements, furniture, fixtures and equipment, along with amortization of our franchise fees and 
certain intangibles.

Gain on acquisition

There were no gains on acquisitions for the nine months ended September 30, 2019. The $42,026 gain on acquisition for the nine months ended 
September 30, 2018, represents the gain incurred as a result of purchase of the 51% interest in PCF. The transaction was accounted for as an asset acquisition 
under the VIE model and therefore the difference in the fair value of the net assets acquired and consideration paid is recognized as a gain or loss. As any 
subsequent investments will be independent of this transaction, we cannot predict any future gains or losses but we will evaluate any future acquisitions 
accordingly.

Interest expense

Interest expense was $1,686,174 and $770,118 for the nine months ended September 30, 2019 and 2018, respectively. Interest expense represents 
monthly fixed rate payments on the outstanding mortgage notes payable balance. Interest expense also includes accrued interest on the outstanding asset 
management fees, acquisition fees and promissory notes from PHA and our Sponsor. Also included in interest expense are the amortization of deferred 
financing costs and debt discounts. Interest expense and amortization of debt issuance cost increased primarily due to the increased debt associated with the 
acquisition of the Hotel Indigo Traverse City on August 15, 2018.

Unrealized loss on interest rate swap

Unrealized loss on our interest rate swap for the nine months ended September 30, 2019, was $245,891. During the nine months ended September 30, 
2018, there were no unrealized gains or losses on the interest rate swap.

Income tax benefit 

We had an income tax benefit of $13,121 for the nine months ended September 30, 2019. The income tax expense was $75,703 for the nine months 
ended September 30, 2018, which related to taxable income at the TRSs.
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Net income or loss

For the nine months ended September 30, 2019, we had net income of $926,150 compared to a net loss of $634,087 for the nine months ended 
September 30, 2018. The increase in net income of $1,560,237 over the comparable prior year period was primarily due to the operations of the Hotel Indigo 
Traverse City and PCF for the entire nine months ended September 30, 2019, compared to the operations of the Hotel Indigo Traverse City for one month and 
fifteen days and PCF for six months and three days for the nine months ended September 30, 2018.

Net income attributable to noncontrolling interest

Net income relating to noncontrolling interest for the nine months ended September 30, 2019, was $617,789, which reflects nine months of 
ownership interest in PCF. Net income relating to noncontrolling interest for the nine months ended September 30, 2018 was $382,519, which reflects six 
months and three days of ownership interest in PCF. This amount includes net income attributable to a third-party’s 49% ownership interest in PCF and will 
fluctuate accordingly with any increases or decreases to net income at PCF.

Liquidity and Capital Resources

Our sources of funds are primarily the net proceeds of our Public Offering, funds equal to amounts reinvested in the DRIP, operating cash flows and 
borrowings. Our principal demands for funds will be for acquisition costs, including the purchase price of any properties, loans and securities we acquire, 
improvement costs, the payment of our operating and administrative expenses, continuing debt service obligations and distributions to and repurchases from 
our stockholders. Generally, we will fund our acquisitions from the net proceeds of the Public Offering. We intend to acquire our assets with cash, including 
proceeds from the Public Offering, and mortgage or other debt. PHA and its affiliates have agreed to purchase A Shares in a private placement in order to 
provide us with funds sufficient to pay the selling commissions, dealer manager fees, stockholder servicing fees, and other organizational and offering 
expenses related to the K Shares, K-I Shares and K-T Shares sold in the primary offering portion of our Public Offering. In addition, we will allocate proceeds 
from the sale of A shares in amounts that represent the difference between (i) the applicable estimated NAV per K-I Share and the offering price of K-I Shares 
sold in our primary offering and (ii) any discount to the initial offering price of K Shares, K-I Shares and K-T Shares arising from reduced or waived selling 
commissions (other than reduced selling commissions for volume discounts) or dealer manager fees.

We expect to use debt financing as a source of capital. Our charter provides that the maximum amount of our total indebtedness shall not exceed 
300% of our total “net assets” (as defined in accordance with NASAA REIT Guidelines) as of the date of any borrowing, which is generally expected to be 
approximately 75% of the cost of our investments; however, we may exceed that limit if approved by a majority of our independent directors and disclosed to 
stockholders in our next quarterly report following such borrowing along with justification for exceeding such limit. This charter limitation, however, does not 
apply to individual real estate assets or investments. In addition, it is currently our intention to limit our aggregate borrowings to 50% of the aggregate fair 
market value of our assets, unless borrowing a greater amount is approved by a majority of our independent directors and disclosed to stockholders in our next 
quarterly report following such borrowing along with justification for borrowing such a greater amount. This limitation, however, will not apply to individual 
real estate assets or investments. At the date of acquisition of each asset, we anticipate that the cost of investment for such asset will be substantially similar to 
its fair market value. However, subsequent events, including changes in the fair market value of our assets, could result in our exceeding these limits.

We anticipate that adequate cash will be generated from operations to fund our operating and administrative expenses, continuing debt service 
obligations and the payment of distributions. We believe that cash from operations and net offering proceeds from the sale of common stock in the Public 
Offering will be sufficient to meet our obligations over the next twelve months. However, our ability to finance our operations is subject to some uncertainties. 
We do not intend to fund distributions from offering proceeds; however, if we have not generated sufficient cash flow from our operations and other sources, 
such as from borrowings, advances from PHA, PHA’s deferral, suspension and/or waiver of its fees and expense reimbursements, to fund distributions, we 
may use offering proceeds. Subject to certain limited exceptions, there is no limit to the amount of distributions that we may pay from offering proceeds. 
Moreover, our board of directors may change this policy, in its sole discretion, at any time. The funding of any repurchase requests received from our 
stockholders will be limited to the net proceeds we receive from the sale of shares under the DRIP and any other operating funds that may be authorized by 
our board of directors, in its sole discretion.
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Potential future sources of capital include secured or unsecured financings from banks or other lenders, establishing additional lines of credit and 
undistributed cash flow. Note that, currently, we have not identified any additional sources of financing and there is no assurance that such sources of 
financings will be available on favorable terms or at all.

During the year ending December 31, 2019, we plan to invest in upgrades and improvements that are normal in our course of business. We anticipate 
using cash on hand in our furniture, fixtures and equipment reserve accounts. Additionally, we plan to spend approximately $691,000 during the year ending 
December 31, 2019, in accordance with the property improvement plan in place at the Hotel Indigo Traverse City. The property improvement plan was put in 
place in accordance with the terms of the franchise agreement we entered into in connection with the acquisition of the Hotel Indigo Traverse City. For the 
nine months ended September 30, 2019, we spent approximately $701,000 on capital additions at our hotel properties, including approximately $569,000 at 
the Hotel Indigo Traverse City, $91,000 at the Staybridge Suites St. Petersburg and $41,000 at the Springhill Suites Wilmington.

Sources and Uses of Cash

Proceeds from the sale of common stock in the Private Offering and Public Offering were primarily used to fund our investments in hotel properties 
and the related costs associated with the transactions. Such proceeds were also used to pay general and administrative expenses for the period ended 
September 30, 2019. The remaining proceeds are held in liquid cash accounts. Cash balances from our investments in hotel properties were consolidated 
during the nine months ended September 30, 2019 and 2018.

Cash Flows Provided by (Used in) Operating Activities

As of September 30, 2019, we owned an interest in three hotel properties. As of September 30, 2018, we owned an interest in two hotel properties for 
six months and three days and the third property for one month and fifteen days. During the nine months ended September 30, 2019, net cash provided by 
operating activities was $3,435,041, compared to the net cash provided by operating activities of $1,219,358 for the nine months ended September 30, 2018. 
Our operating cash flows during the nine months ended September 30, 2019 was the result of our net income, offset by adjustments for non-cash expenses, 
including depreciation and amortization, and the change in fair value of the interest rate swap agreement, and by adjustments for receivables, other assets, 
amounts due to and from related parties, and accounts payable and accrued liabilities. Given the geographical composition of our current portfolio, we expect 
the third quarter of 2019 to generate the most cash flows from operations. We expect to generate cash flows from operations as we expand our property 
portfolio and stabilize its operations. We also expect cash used in operating activities to increase in future periods as a result of the acquisition expenses 
incurred for anticipated future acquisitions of real estate and real estate-related investments.

Cash Flows Provided by (Used in) Investing Activities

Cash provided by or used in investing activities will vary based on how quickly we raise funds in our Public Offering and how quickly we invest 
those funds towards acquisitions of real estate and real-estate related investments. During the nine months ended September 30, 2019, net cash used in 
investing activities was $700,684 and was the result of capital improvements at our hotel properties. During the nine months ended September 30, 2018, cash 
used in investing activities was $33,035,588, which primarily represented the investment in the Hotel Indigo Traverse City and PCF, net of the cash acquired, 
and capital improvements at the hotel properties.

Cash Flows Provided by (Used in) Financing Activities

During the nine months ended September 30, 2019, net cash provided by financing activities was $3,679,693. We received proceeds of $14,556,393 
through the sale of common stock in our Public Offering. These proceeds are offset by the payment of offering costs consisting partially of selling 
commissions, dealer manager fees and stockholder servicing fees totaling $1,115,642 for the nine months ended September 30, 2019. We made prepayments 
of $1,744,000 on mortgage notes payable and $6,600,000 on loans from affiliates. We paid cash distributions of $695,683 to stockholders with proceeds from 
operations. Cash flow from financing activities for the nine months ended September 30, 2019, also includes $698,250 of distributions to noncontrolling 
interest. During the nine months ending September 30, 2019, we repurchased $23,125 of outstanding common stock.

Net cash flows provided by financing activities for the nine months ended September 30, 2018 were $31,108,127, which was the result of the 
issuance of $7,964,959 of common stock offset with $623,041 of selling commissions and dealer manager fees. We received proceeds of $17,836,000 related 
to the TCI Note, offset by $223,510 of deferred financing costs incurred as a result of the Hotel Indigo Traverse City acquisition. Additionally, we received 
$6,661,071 in proceeds from loans from affiliates, of which $6,600,000 was used to fund the Hotel Indigo Traverse City acquisition and $61,071 was used to 
fund distributions to stockholders. We received $750,000 in proceeds from loans from the franchisor relating to key money at the Staybridge Suites St. 
Petersburg. An additional $311,352 of distributions was paid to stockholders with proceeds from operations. Cash flow from financing activities for the nine 
months ended September 30, 2018, also includes $922,875 of distributions to noncontrolling interest. During the nine months ending September 30, 2018, we 
repurchased $23,125 of outstanding common stock.
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Debt

We intend to maintain amounts outstanding under long-term debt arrangements or lines of credit so that we will have more funds available for 
investment in properties, which will allow us to acquire a more diversified portfolio. However, the percentage of debt financing we utilize at any given time 
will be dependent upon various factors to be considered in the sole discretion of our board of directors, including, but not limited to, our ability to raise equity 
proceeds from the sale of our securities in the Public Offering, our ability to pay distributions, the availability of properties meeting our investment criteria, 
the availability of debt financing, and changes in the cost of debt financing. To help finance our initial acquisitions, we may utilize short-term borrowings. 
However, after our initial property acquisitions, as a general principle, we anticipate that the term of any debt financing we utilize will correspond to the 
anticipated holding period for the respective property.

We may repay borrowings under any future credit facility or under any future long-term mortgage debt with proceeds from the sale of properties, 
operating cash flow, long-term mortgage debt, proceeds from the Public Offering, proceeds from any future offerings, or proceeds from any other future 
securities offerings.

Promissory Note

On August 15, 2018, in connection with the acquisition of the Hotel Indigo Traverse City, we entered into an unsecured loan with our Sponsor in the 
principal amount of $6,600,000, evidenced by a promissory note (“Promissory Note”). The Promissory Note accrued interest at the rate of 4.75% per annum 
and had a maturity date of August 16, 2019. We used proceeds from the sale of K Shares, K-I Shares and K-T Shares to prepay the Promissory Note and as of 
September 30, 2019, there was no remaining outstanding principal balance or interest expense due. The Promissory Note was approved by a majority of our 
board of directors, including a majority of our independent directors.

Contractual Obligations

We enter into contracts that contain a variety of indemnification provisions. Our maximum exposure under these arrangements is unknown; however, 
we have not had prior claims or losses pursuant to these contracts. Our management has reviewed our existing contracts and expects the risk of loss to us to be 
remote.

We are not currently subject to any material legal proceedings and, to our knowledge, no material legal proceedings are threatened against us. From 
time to time, we may be party to certain legal proceedings in the ordinary course of business. While the outcome of any legal proceedings cannot be predicted 
with certainty, we do not expect that any such proceedings will have a material effect upon our financial condition or results of operations.

Our contractual obligations as of September 30, 2019 are as follows:

2019 2020 - 2021 2022-2023 Thereafter Total
Outstanding debt obligations $ - $ 15,659,752 $ 846,709 $ 23,272,732 $ 39,779,193
Interest payments on outstanding debt obligations 474,134 3,484,814 2,112,043 562,376 6,633,367
Total $ 474,134 $ 19,144,566 $ 2,958,752 $ 23,835,108 $ 46,412,560
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Funds from Operations and Modified Funds from Operations

One of our objectives is to provide cash distributions to our stockholders from cash generated by our operations. The purchase of real estate assets 
and real estate-related investments and the corresponding expenses associated with that process are operational features of our business plan in order to 
generate cash from operations. Due to certain unique operating characteristics of real estate companies, the National Association of Real Estate Investment 
Trusts (“NAREIT”) an industry trade group, has promulgated a measure known as funds from operations, or FFO, which we believe is an appropriate 
supplemental measure to reflect the operating performance of a REIT. FFO is not equivalent to our net income (loss) as determined under GAAP.

We define FFO, consistent with NAREIT’s definition, as net income (loss) (computed in accordance with GAAP), excluding gains (or losses) from 
sales of property and asset impairment write-downs, plus depreciation and amortization of real estate assets, and after adjustments for unconsolidated 
partnerships and joint ventures. Adjustments for unconsolidated partnerships and joint ventures will be calculated to reflect FFO on the same basis.

We, along with others in the real estate industry, consider FFO to be an appropriate supplemental measure of a REIT’s operating performance 
because it is based on a net income (loss) analysis of property portfolio performance that excludes non-cash items such as depreciation and amortization and 
asset impairment write-downs, which we believe provides a more complete understanding of our performance to investors and to our management, and when 
compared year over year, reflects the impact on our operations from trends in occupancy.

Historical accounting convention (in accordance with GAAP) for real estate assets requires companies to report its investment in real estate at its 
carrying value, which consists of capitalizing the cost of acquisitions, development, construction, improvements and significant replacements, less 
depreciation and amortization and asset impairment write-downs, if any, which is not necessarily equivalent to the fair market value of its investment in real 
estate assets.

The historical accounting convention requires straight-line depreciation of buildings and improvements, which implies that the value of real estate 
assets diminishes predictably over time, which could be the case if such assets are not adequately maintained or repaired and renovated as required by relevant 
circumstances and/or as requested or required by lessees for operational purposes in order to maintain the value disclosed. We believe that, since fair value of 
real estate assets historically rises and falls with market conditions including, but not limited to, inflation, interest rates, the business cycle, unemployment and 
consumer spending, presentations of operating results for a REIT using historical accounting for depreciation could be less informative.

In addition, we believe it is appropriate to disregard asset impairment write-downs as they are a non-cash adjustment to recognize losses on 
prospective sales of real estate assets. Since losses from sales of real estate assets are excluded from FFO, we believe it is appropriate that asset impairment 
write-downs in advancement of realization of losses should be excluded. Impairment write-downs are based on negative market fluctuations and underlying 
assessments of general market conditions. When indicators of potential impairment suggest that the carrying value of real estate and related assets may not be 
recoverable, we assess the recoverability by estimating whether we will recover the carrying value of the asset through undiscounted future cash flows and 
eventual disposition (including, but not limited to, net rooms revenues, net proceeds on the sale of property and any other ancillary cash flows at a property or 
group level under GAAP). If based on this analysis, we do not believe that we will be able to recover the carrying value of the real estate asset, we will record 
an impairment write-down to the extent that the carrying value exceeds the estimated fair value of the real estate asset. Testing for indicators of impairment is 
a continuous process and is analyzed on a quarterly basis. Investors should note, however, that determinations of whether impairment charges have been 
incurred are based partly on anticipated operating performance, because estimated undiscounted future cash flows from a property, including estimated future 
net rooms revenues, net proceeds on the sale of the property, and certain other ancillary cash flows, are taken into account in determining whether an 
impairment charge has been incurred. While impairment charges are excluded from the calculation of FFO as described above, investors are cautioned that 
due to the fact that impairments are based on estimated future undiscounted cash flows and that we intend to have a relatively limited term of our operations, it 
could be difficult to recover any impairment charges through the eventual sale of the property. No impairment losses have been recorded to date.
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Publicly registered, non-listed REITs, such as us, typically have a significant amount of acquisition activity and are substantially more dynamic 
during their initial years of investment and operations. While other start up entities may also experience significant acquisition activity during their 
initial years, we believe that publicly registered, non-listed REITs are unique in that they have a limited life with targeted exit strategies within a relatively 
limited time frame after the acquisition activity ceases. We will use the proceeds raised in our offering to acquire real estate assets and real estate-related 
investments, and we intend to begin the process of achieving a liquidity event (i.e., listing of our shares of common stock on a national securities exchange, a 
merger or sale, the sale of all or substantially all of our assets, or another similar transaction) within five to seven years after the completion of our offering 
stage, which is generally comparable to other publicly registered, non-listed REITs. Thus, we do not intend to continuously purchase real estate assets and 
intend to have a limited life. Due to these factors and other unique features of publicly registered, non-listed REITs, the Institute for Portfolio Alternatives (the 
“IPA”), an industry trade group, has standardized a measure known as modified funds from operations, or MFFO, which we believe to be another appropriate 
supplemental measure to reflect the operating performance of a publicly registered, non-listed REIT. MFFO is a metric used by management to evaluate 
sustainable performance and distribution policy. MFFO is not equivalent to our net income (loss) as determined under GAAP.

We define MFFO, a non-GAAP measure, consistent with the IPA’s Guideline 2010-01, Supplemental Performance Measure for Publicly Registered, 
Non-Listed REITs: Modified Funds from Operations (“Practice Guideline”), issued by the IPA in November 2010. The Practice Guideline defines MFFO as 
FFO further adjusted for the following items included in the determination of GAAP net income (loss): acquisition fees and expenses; amounts related to 
straight-line rental income and amortization of above and below intangible lease assets and liabilities; accretion of discounts and amortization of premiums on 
debt investments; mark-to-market adjustments included in net income (loss); nonrecurring gains or losses included in net income (loss) from the 
extinguishment or sale of debt, hedges, foreign exchange, derivatives or securities holdings where trading of such holdings is not a fundamental attribute of 
the business plan; unrealized gains or losses resulting from consolidation from, or deconsolidation to, equity accounting; adjustments related to contingent 
purchase price obligations where such adjustments have been included in the derivation of GAAP net income (loss); and after adjustments for a consolidated 
and unconsolidated partnership and joint ventures, with such adjustments calculated to reflect MFFO on the same basis. Our MFFO calculation complies with 
the IPA’s Practice Guideline, described above. In calculating MFFO, we exclude paid and accrued acquisition fees and expenses that are reported in our 
condensed consolidated statements of operations. Since MFFO excludes acquisition fees and expenses, it should not be construed as a historic performance 
measure. Acquisition fees and expenses are paid in cash by us, and we have not set aside or put into escrow any specific amount of proceeds from our 
offerings to be used to fund acquisition fees and expenses. Acquisition fees and expenses include payments to PHA or its affiliates and third parties. Such fees 
and expenses will not be reimbursed by PHA or its affiliates and third parties, and therefore if there are no further proceeds from the sale of shares of our 
common stock to fund future acquisition fees and expenses, such fees and expenses will need to be paid from either additional debt, operational earnings or 
cash flows, net proceeds from the sale of properties, or from ancillary cash flows. As a result, the amount of proceeds available for investment and operations 
would be reduced, or we may incur additional interest expense as a result of borrowed funds. Nevertheless, PHA or its affiliates will not accrue any claim on 
our assets if acquisition fees and expenses are not paid from the proceeds of our offerings. Under GAAP, acquisition fees and expenses related to the 
acquisition of properties determined to be business combinations are expensed as incurred, including investment transactions that are no longer under 
consideration, and are included in acquisition related expenses in the accompanying condensed consolidated statements of operations, and acquisition 
expenses associated with transactions determined to be an asset purchase are capitalized.

All paid and accrued acquisition fees and expenses have negative effects on returns to investors, the potential for future distributions, and cash flows 
generated by us, unless earnings from operations or net sales proceeds from the disposition of other properties are generated to cover the purchase price of the 
real estate asset, these fees and expenses and other costs related to such property. In addition, MFFO may not be an indicator of our operating performance, 
especially during periods in which properties are being acquired.

In addition, certain contemplated non-cash fair value and other non-cash adjustments are considered operating non-cash adjustments to net income 
(loss) in determining cash flows from operations in accordance with GAAP.
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We use MFFO and the adjustments used to calculate it in order to evaluate our performance against other publicly registered, non-listed REITs, 
which intend to have limited lives with short and defined acquisition periods and targeted exit strategies shortly thereafter. As noted above, MFFO may not be 
a useful measure of the impact of long-term operating performance if we do not continue to operate in this manner. We believe that our use of MFFO and the 
adjustments used to calculate it allow us to present our performance in a manner that reflects certain characteristics that are unique to publicly registered, non-
listed REITs, such as their limited life, limited and defined acquisition period and targeted exit strategy, and hence the use of such measures may be useful to 
investors. For example, acquisition fees and expenses are intended to be funded from the proceeds of our offering and other financing sources and not from 
operations. By excluding acquisition fees and expenses, the use of MFFO provides information consistent with management’s analysis of the operating 
performance of its real estate assets. Additionally, fair value adjustments, which are based on the impact of current market fluctuations and underlying 
assessments of general market conditions, but can also result from operational factors such as the average daily rate and occupancy rates, may not be directly 
related or attributable to our current operating performance. By excluding such charges that may reflect anticipated and unrealized gains or losses, we believe 
MFFO provides useful supplemental information.

Presentation of this information is intended to assist management and investors in comparing the operating performance of different REITs, although 
it should be noted that not all REITs calculate FFO and MFFO the same way, so comparisons with other REITs may not be meaningful. Furthermore, FFO 
and MFFO are not necessarily indicative of cash flow available to fund cash needs and should not be considered as an alternative to net income (loss) as an 
indication of our performance, as an indication of our liquidity, or indicative of funds available for our cash needs, including our ability to make distributions 
to our stockholders. FFO and MFFO should be reviewed in conjunction with other measurements as an indication of our performance. MFFO is not a useful 
measure in evaluating net asset value since impairment write-downs are taken into account in determining net asset value but not in determining MFFO.

FFO and MFFO, as described above, should not be construed to be more relevant or accurate than the current GAAP methodology in calculating net 
income (loss) or in its applicability in evaluating our operational performance. The method used to evaluate the value and performance of real estate under 
GAAP should be construed as a more relevant measure of operation performance and considered more prominently than the non-GAAP FFO and MFFO 
measures and the adjustments to GAAP in calculating FFO and MFFO. MFFO has not been scrutinized to the level of other similar non-GAAP performance 
measures by the SEC or any other regulatory body.

Our calculation of FFO and MFFO is presented in the following table for the three and nine months ended September 30, 2019 and 2018:

For the Three Months Ended 
September 30,

For the Nine Months Ended 
September 30,

2019 2018 2019 2018
Reconciliation of net income (loss) to MFFO:
Net income (loss) $ 1,087,070 $ (133,595) $ 926,150 $ (634,087)

Depreciation and amortization 566,107 430,292 1,667,979 779,656
Gain on acquisition - - - (42,026)

FFO 1,653,177 296,697 2,594,129 103,543
Less noncontrolling interest:

Net income attributable to noncontrolling interest (116,903) (166,877) (617,789) (382,519)
Depreciation and amortization attributable to noncontrolling interest (169,769) (161,728) (503,846) (329,224)

FFO attributable to common stockholders 1,366,505 (31,908) 1,472,494 (608,200)
Acquisition fees and expenses - 413,001 - 840,359
Amortization of deferred financing costs and debt discount as interest 25,870 19,660 77,609 27,142
Unrealized loss on interest rate swap 18,543 - 245,891 -

MFFO attributable to common stockholders $ 1,410,918 $ 400,753 $ 1,795,994 $ 259,301
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Off-Balance Sheet Arrangements

As of September 30, 2019, we had no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our 
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.

Related-Party Transactions and Agreements

We have entered into agreements with PHA and its affiliates whereby we pay certain fees to, or reimburse certain expenses of, PHA or its affiliates 
for acquisition fees and expenses, asset management fees, disposition fees, property management fees, organization and offering costs and reimbursement of 
certain operating costs. Refer to Note 6 – “Related Party Transactions” to our unaudited interim condensed consolidated financial statements included in this 
Quarterly Report for a discussion of the various related-party transactions, agreements and fees.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Not applicable.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

As required by Rules 13a-15(b) and 15d-15(b) of the Exchange Act, management, including our principal executive officer and principal financial 
officer, evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) or 15d-15(e) under the 
Exchange Act) as of September 30, 2019. In designing and evaluating the disclosure controls and procedures, we recognize that any controls and procedures, 
no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives, as ours are designed to do, and 
we necessarily were required to apply our judgment in evaluating whether the benefits of the controls and procedures that we adopt outweigh their costs. 
Based upon, and as of the date of, the evaluation, our principal executive officer and principal financial officer concluded that the disclosure controls and 
procedures were effective at the reasonable assurance level as of the end of the period covered by this report to ensure that information required to be 
disclosed in the reports we file and submit under the Exchange Act is recorded, processed, summarized and reported as and when required. Disclosure controls 
and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by us in the reports we file 
and submit under the Exchange Act is accumulated and communicated to our management, including our principal executive officer and our principal 
financial officer, as appropriate, to allow timely decisions regarding required disclosure.

Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended September 30, 2019, that have materially affected, or 
are reasonably likely to materially affect, our internal control over financial reporting.

PART II – OTHER INFORMATION

Item 1. Legal Proceedings

We are not currently subject to any material legal proceedings and, to our knowledge, no material legal proceedings are threatened against the 
Company. From time to time, we may be party to certain legal proceedings in the ordinary course of business. While the outcome of any legal proceedings 
cannot be predicted with certainty, we do not expect that any such proceedings will have a material effect upon its financial condition or results of operations.

Item 1A. Risk Factors

A smaller reporting company is not required to provide the information required by this Item.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

On September 30, 2016, we commenced the Private Offering of K Shares and Units, which are comprised of four K Shares and one A Share, with a 
targeted maximum offering of $150,000,000 in K Shares (including K Shares sold as part of a Unit) to accredited investors only pursuant to a confidential 
private placement memorandum exempt from registration pursuant to Rule 506 promulgated under Regulation D of the Securities Act. At the termination of 
our Private Offering, we had sold approximately $15,582,755 in K Shares and A Shares (including A Shares sold to THR). We terminated the Private Offering 
prior to the SEC effective date of our Registration Statement relating to our Public Offering, on August 14, 2018. As of September 30, 2019, we had incurred 
$1,058,501 of selling commissions and dealer manager fees in connection with the Private Offering, which were paid to our dealer manager with proceeds 
from the issuance of A Shares.

On October 26, 2018 and June 10, 2019, we sold an aggregate of $1,500,000 and $690,000, respectively, in A Shares, or 219,000 A Shares, to THR. 
Such sales were exempt from registration under the Securities Act pursuant to Section 4(a)(2) of the Securities Act. No selling commissions, dealer manager 
fees or other organization and offering expenses were payable in connection with such sale. We intend to use the proceeds from A Shares to pay the selling 
commissions, dealer manager fees, stockholder servicing fees, and other organizational and offering expenses related to the K Shares, K-I Shares and 
K-T Shares sold in the primary offering portion of our Public Offering. In addition, we will allocate proceeds from the sale of A shares in amounts that 
represent the difference between (i) the applicable estimated NAV per K-I Share and the offering price of K-I Shares sold in our primary offering and 
(ii) any discount to the initial offering price of K Shares, K-I Shares and K-T Shares arising from reduced or waived selling commissions (other than reduced 
selling commissions for volume discounts) or dealer manager fees.

On February 11, 2019, we granted 500 restricted K Shares to each of our independent directors in connection with each independent director’s 
election to our board of directors. An additional 250 restricted K Shares were awarded to each independent director upon his or her re-election at the annual 
meeting of stockholders on July 11, 2019. The fair value of each share of our restricted common stock was estimated at the date of grant at $10.00 per share. 
As of November 11, 2019, we had issued an aggregate of 2,250 restricted shares of Class K common stock to our independent directors in connection with 
their election to our board of directors. Restricted stock issued to our independent directors will vest over a four-year period following the first anniversary of 
the date of grant in increments of 25% per annum. The issuance of such shares was effected in reliance upon an exemption from registration provided by 
Section 4(a)(2) of the Securities Act.

Use of Proceeds

On August 14, 2018, our Registration Statement on Form S-11 (File No. 333-217579), covering a public offering of up to $550,000,000 in shares of 
our common stock, was declared effective by the SEC under the Securities Act. We are offering up to $550,000,000 in shares of our common stock, including 
$500,000,000 in shares of our common stock pursuant to our primary offering, consisting of the following three share classes: K Shares at an initial offering 
price of  $10.00 per share (up to $125,000,000 in shares), K-I Shares at an offering price of  $9.30 per share (up to $125,000,000 in shares), and K-T Shares at 
an initial offering price of  $10.00 per share (up to $250,000,000 in shares), which reflect the estimated NAV per share of each of the K Shares, K-I Shares, 
and K-T Shares as of February 28, 2018, and $50,000,000 in shares of our common stock pursuant to the DRIP at $9.50 per K Share (up to $12,500,000 in 
shares), $9.50 per K-I Share (up to $12,500,000 in shares) and $9.50 per K-T Share (up to $25,000,000 in shares).

On May 23, 2019, our board of directors determined an estimated NAV per share of all classes of our common stock as of March 31, 2019. Our 
board of directors determined that no updates to the offering prices of the K Shares, K-I Shares and K-T Shares in our Public Offering were required.

From the commencement of the Public Offering through September 30, 2019, we sold 1,137,435 K Shares at a weighted average price of $9.99 per 
share for gross proceeds of $11,360,443, 387,346 K-I Shares at a weighted average price of $9.31 per share for gross proceeds of $3,604,550, 33,540 
K-T Shares at a weighted average price of $10.00 per share for gross proceeds of $335,400, for total gross proceeds of $15,300,393 in the Public Offering. 
During the same period, pursuant to the DRIP, we issued 1,319 K Shares to investors at a weighted average of $9.50 per K Share for aggregate proceeds of 
$12,527, 1,262 K-I Shares at a weighted average of $9.50 per K-I Share for aggregate proceeds of $11,986 and 12 K-T Shares at a weighted average of $9.50 
per K-T Share for aggregate proceeds of $112.
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From commencement of the Public Offering through September 30, 2019, we had incurred $1,246,387 of selling commissions, dealer manager fees 
and stockholder servicing fees in connection with the Public Offering, which were paid with proceeds from the issuance of A Shares to THR.

From inception through the termination of the Private Offering, we recognized selling commissions, dealer manager fees, and organization and other 
offering costs in the Private Offering as follows:

Type of Expense Amount Amount Estimated/Actual
Selling commissions and dealer manager fees $ 1,058,501 Actual
Other organization and offering costs 1,083,912 Actual
Total $ 2,142,413

The amounts above were charged against additional paid in capital on the condensed consolidated balance sheet to the extent that the total 
organization and offering costs recognized would not exceed 15% of gross proceeds from the Private Offering.

From inception through September 30, 2019, we recognized selling commissions, dealer manager fees, stockholder servicing fees, and organization 
and other offering costs in the Public Offering as follows:

Type of Expense Amount Amount Estimated/Actual
Selling commissions, stockholder servicing fees and dealer manager fees $ 1,246,387 Actual
Other organization and offering costs 1,380,865 Actual
Total $ 2,627,252

The amounts above were charged against additional paid in capital on the condensed consolidated balance sheet to the extent that the total 
organization and offering costs recognized would not exceed 15% of gross proceeds from the Public Offering.

As of September 30, 2019, the net offering proceeds to us from our Private Offering and our Public Offering, after deducting the total expenses 
incurred as described above, were approximately $28,328,307.

Subsequent to September 30, 2019 and through November 11, 2019, we sold approximately 116,098 K Shares at a weighted average price of $9.97 
per share for gross proceeds of $1,157,500, approximately 31,774 K-I Shares at a weighted average price of $9.30 per share for gross proceeds of $295,496, 
and approximately 3,000 K-T Shares at a weighted average price of $10.00 per share for gross proceeds of $30,000, for total gross proceeds of $1,482,996 in 
the Public Offering. During the same period, pursuant to the DRIP, we issued 1,640 K Shares at a price of $9.50 per K Share for gross proceeds of $15,575, 
2,169 K-I Shares at a price of $9.50 per K-I Share for gross proceeds of $20,610 and 55 K-T Shares at a price of $9.50 per K-T Share for gross proceeds of 
$518.

We expect to use the proceeds from our Public Offering to acquire and own a diverse portfolio of hospitality properties consisting primarily of select-
service, extended-stay, and compact full-service hotel properties throughout the United States. We may also make investments in distressed debt and preferred 
equity where the intent is to acquire hotel properties underlying such investments. As of September 30, 2019, we had an ownership interest in three hotel 
properties for a total purchase price of $34,575,340, inclusive of acquisition and closing costs. These hotel property acquisitions were funded from net 
proceeds from our Private Offering, Public Offering and borrowings.

Share Repurchase Program

We have a share repurchase program that may provide an opportunity for stockholders to have their shares of common stock repurchased by us, 
subject to certain restrictions and limitations. Refer to Note 7 – “Stockholders’ Equity” to our unaudited interim condensed consolidated financial statements 
included in this Quarterly Report for a discussion of the details of our share repurchase program.
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During the nine months ended September 30, 2019, we fulfilled one standard repurchase request for 2,500 K Shares for $23,125, or $9.25 per K 
Share. We generally repurchase shares approximately 30 days following the end of the applicable quarter in which requests were received. Our board of 
directors approved the outstanding repurchase requests received during the three months ended September 30, 2019 and on November 1, 2019, we 
repurchased 4,278 K Shares for $42,781, or $10.00 per K Share.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

Item 6. Exhibits

The following exhibits are filed as a part of this report or incorporated by reference.

Exhibit No. Description 

3.1 Second Articles of Amendment and Restatement of Procaccianti Hotel REIT, Inc. (included as Exhibit 3.1 to the Company’s Registration 
Statement on Form S-11 (File No. 333-217578) filed May 1, 2017 and incorporated herein by reference).

3.2 Bylaws of Procaccianti Hotel REIT, Inc. (included as Exhibit 3.2 to the Company’s Registration Statement on Form S-11 (File No. 333-
217578) filed May 1, 2017 and incorporated herein by reference).

3.3 Third Articles of Amendment and Restatement of Procaccianti Hotel REIT, Inc. (included as Exhibit 3.3 to Post-effective Amendment No. 1 
to the Company’s Registration Statement on Form S-11 (File No. 333-217578) filed August 14, 2018 and incorporated herein by reference).

4.1 Subscription Agreement and Subscription Agreement Signature Page (included as Appendix C to the Company’s Prospectus filed pursuant to 
Rule 424(b)(3) (File No. 333-217578) filed August 15, 2018, as supplemented, and incorporated herein by reference).

4.2 Distribution Reinvestment Plan (included as Appendix B to the Company’s Prospectus filed pursuant to Rule 424(b)(3) (File No. 333-217578) 
filed August 15, 2018, as supplemented, and incorporated herein by reference).

31.1* Certification of Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Chief Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1** Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as created by Section 906 of the 
Sarbanes-Oxley Act of 2002.

99.1 Consent of Robert A. Stanger & Co. Inc. (filed as Exhibit 99.1 to the Registrant’s Annual Report on Form 10-K (File No. 333-217578) filed 
with the SEC on March 22, 2019, and incorporated by reference herein).

101.INS* XBRL Instance Document.

101.SCH* XBRL Taxonomy Extension Schema Document.

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document.

101.LAB* XBRL Taxonomy Extension Label Linkbase Document.

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document.

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document.

* Filed herewith.

** Furnished herewith. In accordance with Item 601(b)(32) of Regulation S-K, this Exhibit is not deemed filed for purposes of Section 18 of the 
Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section. Such certifications will not be deemed 
incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except 
to the extent that the registrant specifically incorporates it by reference.
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized.

PROCACCIANTI HOTEL REIT, INC.

Date: November 13, 2019 By: /s/ James A. Procaccianti
James A. Procaccianti
Chief Executive Officer, President and
Chairman of the Board of Directors
(Principal Executive Officer)

Date: November 13, 2019 By: /s/ Gregory Vickowski
Gregory Vickowski
Chief Financial Officer, Treasurer and Director
(Principal Accounting Officer and
Principal Financial Officer)
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